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Abstract: The aim of this study is to show the tax rate of management control of the legislation
according to the tax residence of the people who obtain income from wages. The questions consid-
ered here are: Is the income tax rate applied to national resident workers and to residents abroad
proportionally? Under the same circumstances, in both cases do they pay similar amounts? The
empirical analysis was based on the evaluation of the income tax and tax rate of management control
in Mexico based on the Suits progressivity index. It was found that, under similar conditions, the
amount of the tax to be paid by a resident abroad is less than that paid by a national resident.

Keywords: tax of management control; proportionality–progressivity; tax residence; minimum
human right vital

1. Introduction

A recurring topic in the tax literature is the principles that rule the establishment
of a tax. The main objective of the changes that take place in fiscal law is to increase
government revenue. Occasionally, this is carried out whilst disregarding mandatory
precepts. According to doctrine, the Congress has the faculty to impose the necessary
taxes to cover the budget. This is the case of Mexico, but it may be different in other
jurisdictions. Due to its taxation nature, this process originated in the lower chamber whose
members represent the majority of people. In the last ten years, tax income has grown.
In Mexico, from 2010 to 2020, collection increased by 206.3%, while tax collection did
so by 278.1%. The increase in income tax (Impuesto Sobre la Renta, ISR) rose by 295.7%,
becoming the tax with the highest levy when compared to others [1]. This increase is largely
due to tax withholding of 34,918,517 employed taxpayers who represent 76% of the federal
registry of taxpayers. This registry includes 11,826 taxpayers who do not permanently live
in Mexico: natural persons who receive salaries abroad but pay taxes because the origin of
their wealth is located in Mexico. These taxpayers are the subjects of our research.

According to the Organization for Economic Cooperation and Development (OECD),
in Mexico, the “government income mostly depended on oil” [2] (p. 67). However, this
criterion changed according to data from the tax management control of the Ministry
of Finance and Public Credit. In 2020, the budget revenue estimated to collect 3 billion
505.8 million Mexican pesos in income tax. Tax management control reported that it
collected 3 billion 338.9 million Mexican pesos, which includes an income tax of 1 billion
762.9 million Mexican pesos, including big companies (40.07%) and natural persons (2.53%),
withholding wages (56.96%) and including foreign income [3] (p. 6). Tax management
control collected 1 billion 4.1 million Mexican pesos by withholding wages (Impuesto
Sobre la Renta, ISR) [3] (p. 10) from taxpayers who provide a subordinate personal service
and natural persons in a labor relationship (employer–employee). The latter were the
taxpayer group that contributed the most to government revenue in that year and made
sustainability possible in public finances.
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As another author has mentioned [4], tax management control may differ in pro-
gressivity and the effects between employees and business owners, but the key point is
to understand the following questions: Are taxpayers of this tax regime the ones who
should contribute the most to public expenditure? Additionally, is the contribution to
public expenditure provided by taxpayers in this tax regime proportional to their economic
capacity without harming their quality of life?

The establishment of a tax is regulated by a tax system that, naturally, involves com-
pliance with constitutional principles, among which is the principle of proportionality
(progressivity) and equity, described in Article 31, Section 4, of the Federal Political Consti-
tution [5]. Previous studies provide evidence on the implementation of such constitutional
principles [6], where the obligation to contribute to expenditure is included, according to
the principle of proportionality, making a difference between tax rates from fiscal residence,
whether in Mexico or abroad. Bosses or employers are liable to tax payments; therefore,
their obligation is to withhold their employees’ taxes and report the moment that salaries
are given to them. To comply with such an obligation, tax withholding involves applying a
monthly (annual) rate whose fiscal technique, by doctrine, should comply with the consti-
tutional principle of proportionality, bound by the principle of equality; both are principles
of a higher order on which the Mexican tax system is based.

Tax withholding of a natural person living in Mexico involves applying the progressive
rate. The fixed rate is added to the lower limit of the income received. For residents who live
abroad, the tax rate is proportional. Firstly, an exemption is applied to the income received
according to the established limit. Two tax rates are applied to the remaining amount,
depending on the income established by law. Both cases include the implementation of the
principle of proportionality as established by the income tax law (Ley del Impuesto Sobre
la Renta, LISR) [7]. These are the legal principles that motivate our research questions: Is
the tax withholding determined with the progressive rate for a person living in Mexico the
same as the one determined with a tax rate for a resident living abroad? Does the monthly
(annual) rate of a person living in Mexico have the same fiscal meaning as the tax rates for
a resident who lives abroad? Do the constitutional progressivity and proportionality [5]
limits effectively withhold the tax without harming the human right to the vital minimum?

This study aims to show the behavior of the monthly (annual) rate in tax withholding
of a natural person living in Mexico who receives income from salaries granted for a
subordinate personal service, as established by Article 96 of the income tax law LISR. We
compare that rate against the tax rates of tax withholding applied to a natural person
living abroad who receives income from a salary granted for a subordinate service as
stated in Article 154 of the income tax law [7], applying the constitutional principle of
proportionality (progressivity), according to the salary tax system, and considering the
fiscal residence of the subjects studied. We also consider the effect that the implementation
of this principle (proportionality–progressivity) has on the taxpayer’s quality of life [5].
The hypothesis is that income tax withholding of natural persons who obtain income for
providing a subordinate personal service and live abroad is lower because the rates applied
to them follow the principle of proportionality regarding their income. On the contrary,
the monthly (annual) rate applied to the tax withholding of a natural person living in
Mexico who receives income for providing a subordinate service follows the principle
of progressivity. According to doctrine, the second one violates the human right to the
vital minimum.

2. Review Literature

We review the information as required by the doctrine. We compile economic– the-
oretical–legal information in laws, codes, regulations, and other dispositions using the
legislative and newspaper research techniques [8]. We study the literature on the figure of
tax determination considering income from salary, according to human rights and theo-
retically legally based on the human right to the vital minimum within the constitutional
limits of fiscal matters. We know the tax rates established by legislation to identify the
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percentages to be applied when determining the tax to withhold from employees, according
to their fiscal residence. We review the Official Journals of the Federation to find the origin
of the constitutional limits of proportionality and the implementation of the principle [5],
Ley del Impuesto Sobre la Renta [7], across the tax history of Mexico.

In Mexico, the need to pay taxes is established by the fiscal residence. Natural persons
who receive salaries are forced to pay income tax on all their income, regardless of the
location of the source of wealth. In the case of residents living abroad, the obligation
remains for those taxpayers who receive an income from a permanent establishment or
one whose source of wealth is located in Mexico, when they are not permanently settled in
the country, or when they live in Mexico, but their income is not originated in the country
(Article 1) [7]. According to these ideas, residents living abroad who receive income
from any source of wealth located in the country or have a permanent establishment in
the country must pay taxes in Mexico. Natural persons who are Mexican citizens are
considered to be residents in Mexico unless proven otherwise.

One of the concerns of the first marketers was understanding the ways to increase
wealth; one of them is through international trade [9]. The school of marketers thought
the State must intervene in international trade to increase collection by promoting exporta-
tions “through the creation of duties” [10] (p. 90). Physiocrats shared the same interest,
although they directed it towards agriculture. Both held that wealth affects economic
growth and aimed for these variables to affect taxation. The classics also studied wealth in
economic growth, as did Adam Smith, who added the variable of “accumulation of factors
of production”. The theoretician stated that the origin of wealth “is found both in labor
and available resources” [10] (p. 91) and made a relevant contribution to the declaration
of principles that should guide the creation of the tax structuring that have since been
applied. Smith considered that the obligation to contribute had always been bound to “the
acknowledgement of a set of basic principles that guided taxation”. This criterion was
supported by Adolph Wagner, Harold M. Sommers, and Neumark Frits [11]. Adam Smith
explained his theory of justice defining taxation as an “amount or percentage of private
wealth that citizens must deliver under equality criteria” [12] (p. 143). Marin-Barnuevo also
acknowledges it when stating before the Spanish Court the following axiom in the 2 April
ruling 76/1990, in which the doctrine of previous years is summarized: “the principle of
equality demands that equal legal consequences are applied to equal budgets” [13] (p. 46).

The principle of justice or proportionality presented by Smith considers that this prin-
ciple is inherent to the individual’s economic capacity. Tax proportionality is directly pro-
portional to tax capacity. This is an economic reason to pay a reasonable proportion of the
tax and a constitutional limit to establish the tax. Arnold, Martinez and Zuñiga [14] (p. 68)
state that “proportionality became a constitutional principle that protects fundamental
rights”. If the income capacity is higher, then there is a higher tax. If more wealth is
obtained, then the tax rate will be higher; then, there will be a higher tax payment.

Based in an economic–political and legal system, it establishes a link between the
State and the individual; this principle has been considered to have the highest regulatory
status. The establishment of a tax carries the constitutional principles (obligation, generality,
relation with public expenditure, proportionality, equality, and legality) [5] to be applied.
These principles are often protection mechanisms when establishing a tax and, even though
they are integrally relevant, we will only consider the principle of proportionality [15]. This
is why there are authors who argue that income taxes have less effect, and lead to lower
income inequality [16].

Burgoa [17] asserts that proportionality contains taxation elements that demonstrate
wealth and that neutralize tax capacity. Then, the economic capacity of the individual
determines the amount of tax. In this sense, the tax is inherent to the income. Sanchez
underlines the principle of proportionality as the “most important methodological [tool] of
constitutionalism” [18] (p. 471), which becomes the constitutional tax limit in a body of
control under the faculty of the State.
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When the tax principle is applied, the Supreme Court of Justice states that the principle
of proportionality is fulfilled “through progressive rates since with them a higher amount
of tax is covered by the taxpayers with the highest resources while a smaller tax is paid by
taxpayers with lower incomes. In addition, a consistent difference between the levels of
income is established” [19].

On the other hand, Article 31, the Constitution of the Mexican United States [5], in-
cludes the basis of the right to the vital minimum. This is the guideline for tax legislators
“after which they should refrain from imposing taxes to certain concepts or incomes when-
ever that implies leaving the person without any medium to subsist”. The right to the
vital minimum as an expression of the principle of tax proportionality includes all those
incomes destined to satisfy the individual’s essential needs and that are not part of the
tax capacity. The vital minimum is a principle derived as a projection of the principle
of tax proportionality, which identifies the taxpayer’s tax capacity and, at the same time,
respects the resources necessary to subsist [20]. It is the result of the principles of the
social state of law, human dignity, and solidarity linked to the fundamental rights to life,
personal integrity, and equality. The aim of the vital minimum is to “prevent a person from
having his or her intrinsic value as a human reduced due to the lack of material conditions
that allow for having a decent existence” [21]. According to Tenorio, this right seeks to
guarantee that the person “does not become an instrument to other ends [. . .] aiming to
protect the person from any form of degradation that compromises his or her intrinsic
value, namely regarding basic and essential material conditions to ensure a decent and
autonomous survival”.

The Supreme Court of Justice of the Nation has recognized that the right to the vital
minimum transcends tax, respecting human dignity stated in Article 25 of the Constitution,
becoming a limit for the legislator to impose a tax which “constitutes a guarantee based
on human dignity” [22]. It explains that tax capacity must be appreciated based on the
person’s real context given that the principle individualizes the persons’ situations and
“the State, in terms of disposition, cannot overrule the necessary material resources to have
a decent life”, especially when these people have the right to subsist [23].

The pro homine principle is enshrined in Article 29 of the American Convention on
Human Rights [24] and considers “recurring to the widest norm, or the most extensive
interpretation when dealing with the recognition of protected rights” [25] (p. 92), a principle
that is consistent with the first article in the Political Constitution of the Mexican United
States regarding norms on human rights interpreted with the Constitution and international
treaties so that persons receive the widest protection. Understanding the criterion of this
fundamental principle, along with the inherent pro homine principle, Orozco considers
that “the norm that represents the greatest protection for the person or that involves the
least restriction must prevail”. In this sense, human rights in the constitutional text are
materialized, along with those established in the international treaties ratified by the State.

Aguilera and López consider the State as a “legitimized medium to guarantee the
fundamental rights of the citizens and is politically illegitimate if it does not” [26] (p. 55).
This is the main objective of the protective model when it provides effectiveness and
seeks to guarantee fundamental rights. From the expression of L. Ferrajoli, the protective
model is conceptualized in three manners: a model of rule of law, law theory, and a basis
of the State that recognizes rights [27]. Then, the State is responsible for the protection
and guaranteeing of (vital) natural rights of the citizens. The author states that “what
is natural, previous and primary, are individuals and their rights, needs, and interests”.
In this sense, the State “is only legitimized as long as it aims to protect those rights and
individual goods”.

In summary, in its substantial dimension, it is a “condition of validity ensured by the
observance of fundamental rights”, social rights that must satisfy or preserve the rights
of freedom. The Political Constitution of the Mexican United States forces all authorities,
within their capacities, to comply with the obligation to promote, respect, protect, and
guarantee human rights. For this reason, the Supreme Court of Justice has explained
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the principle of progressivity in human rights “that are derived from economic, social,
educational, scientific, and cultural norms”, asserting that the principle “demands that
as the level of development of a State improves, so should the compromise to guarantee
economic, social, and cultural rights” of the citizens [22].

3. Materials and Methods

The aim of this work is to analyze the constitutional principle of proportionality
applied to the monthly rate to determine the income tax of a person living in Mexico
and compare it against the rates established for a person living abroad when determining
income tax. This research is based on our professional experience and aims to explain
how a natural person living in Mexico who receives income from salary is subject to tax
withholding. This is based on the principle of progressivity, whereas a taxpayer living
abroad who receives income from a source whose wealth is located in Mexico is subject to
tax withholding based on the principle of proportionality [5,7]. We show the difference
between the constitutional principles in tax rates to evidence the economic benefit a resident
abroad may have in terms of interpretative, critical, and value use of the protective model.

3.1. Unit of Analysis

We analyzed the monthly–annual rate (Articles 96 and 152) and tax rates (Article 154)
considering the fiscal residence of the natural persons who receive income from salaries in
a national and foreign subordinate relation [7].

The unit of analysis is constituted by the tax regime of the natural persons living
in Mexico with income from salaries granted for a subordinate service included in a
comparative study that also contains the salaries of natural persons living abroad who
receive income whose source of wealth is located in Mexico. The objective is to determine
the difference between the implementation of the rate in Article 96 (national resident)
and the rates in income from salary for a resident abroad (Article 154) and compare the
application of tax rates for both types of residents to show how the human right to the vital
minimum is violated [19–21].

The data used in the analysis considered the tax rate tables for national residents
and those living abroad (Table 1). We used the lower and upper limits to define the
accumulative income of the rate in Article 154 of the income tax and tax exemption as well
as the monthly (annual) rate in Article 96 of the income tax.

Table 1. Self-elaboration on Article 96 Tax Income Law (Impuesto Sobre la Renta, ISR) (Mexican pesos).

Monthly Rate Analysis ISR Withholding

Range Monthly Income National Residents Rate %
Lower Limit Upper Limit Fixed Rate Marginal Rate Tax Withheld

1 0.01 496.07 0.00 9.52 9.52 1.92
2 496.08 4210.41 9.52 237.72 247.24 6.40
3 4210.42 7399.42 247.24 346.96 594.20 10.88
4 7399.43 8601.50 594.20 192.36 786.56 16.00
5 8601.51 10,298.35 786.56 304.07 1090.63 17.92
6 10,298.36 20,770.29 1090.63 2236.80 3327.43 21.36
7 20,770.30 32,736.83 3327.43 2814.53 6141.96 23.52
8 32,736.84 62,500.00 6141.96 8928.95 15,070.91 30.00
9 62,500.01 83,333.33 15,070.91 6666.66 21,737.57 32.00
10 83,333.34 250,000.00 21,737.57 56,666.66 78,404.23 34.00
11 250,000.01 250,000.00 78,404.23 0.00 78,404.23 35.00

The doctrine describes tax withholding determination for salaries and national resi-
dence by applying the monthly or annual rate of the tax, so we will not refer to the effective
rates described by Beltrán but to “statutory marginal tax rates; that is, those that are re-
flected on the corresponding laws” [28] (p. 182). We deal with the analysis starting with a
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national resident who does not pay income tax for exempt income (listed in Article 93) and
has the right to exert authorized deductions to determine annual tax (Article 152) [7]. In
this study, we did not consider exempt income nor authorized deductions because they are
not taxed. Therefore, we only considered taxable income for income tax. We located the
income between the lower and upper limits to locate the excess and apply the progressive
tax rate to it in order to determine the marginal tax and add the result to a fixed rate. The
result is the tax the employer must withhold from a natural person who obtains income
from a subordinate relationship.

The monthly (or annual) tax rate contains eleven tax ranges that are defined by lower
and upper limits where the income is located to apply the percentage of tax rate to the
excess. The rate goes from 1.92% in the first range to 35% in the last one, which represents
the maximum tax for a natural person (Table 1). The successive increase in the rate shows
the apparent progressive behavior of the tax, but which progressivity is it? How is it
comparable to the withholding of which residents abroad are subjects as compared against
that applied to national residents?

In the case of determination of a tax for a natural person who receives income from
salary and lives abroad, an exemption of 125,900 Mexican pesos is firstly applied. Then,
a 15% rate is applied to the difference as long as it does not exceed 1,000,000.00 Mexican
pesos [7]. A second rate of 30% is added to the next income layer exceeding the same
amount of Mexican pesos (Figure 1).

Figure 1. Fd.: Self-elaboration on study.

In order to compare the implementation of the principle of proportionality for national
and foreign residents, we considered the tax hierarchy of the monthly rate and tax rates
(Table 1). The result of the analysis is shown in Table 2. We studied the rate of the income
tax to determine the tax withholding and considered the upper level (496.07 Mexican pesos
of the first range) as cumulative income. We reduced the lower level whose difference is
the excess and added the percentage to the latter, from which we obtained the marginal tax
(9.52). Then, we added the fixed rate which is zero in the first range. By applying the legal
order, we considered the upper limit again as cumulative income to determine the tax and
obtained a marginal tax of 237.72 Mexican pesos, to which the fixed rate was added (9.52
Mexican pesos). The result is a tax withholding of 247.24 Mexican pesos. We applied the
fiscal regulation to the following ranges and identify the fixed rate in all the cases is the tax
withheld of the previous range (Table 1).
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Table 2. Self-elaboration on study (percentage).

Monthly Rate Analysis Income Tax Withholding
(Impuesto Sobre la Renta, ISR)

Range Rate Increase Proportion

1 1.92% 1.92% 5.49%
2 6.40% 4.48% 12.80%
3 10.88% 4.48% 12.80%
4 16.00% 5.12% 14.63%
5 17.92% 1.92% 5.49%
6 21.36% 3.44% 9.83%
7 23.52% 2.16% 6.17%
8 30% 6.48% 18.51%
9 32% 2% 5.71%
10 34% 2% 5.71%
11 35% 1% 2.86%

35% 100%

The income tax withheld determined in the previous range is the fixed rate added to
the marginal tax determined in the following range. Therefore, the fixed rate is the income
tax withheld determined in the previous range. The principle of progressivity is supposed
to be present in the continuous growth of the tax rate; however, how progressive is the tax?

Following this notion, we analyzed the increase in the percentage (rate) applied to
the excess of the lower limit per range. Range eight, showing lower and upper income
limits between 32,736.84 and 62,500.00 Mexican pesos, is the one with the highest increase
(6.48%), followed by the one in range four (5.12%), whose income is between 7399.43 and
8601.50 Mexican pesos. Then come ranges two and three with 4.48%. In contrast, ranges
nine and ten show lower increases (2%), while range eleven exhibits the lowest increase
(1%), the range with income above 250,000.00 Mexican pesos (Table 2).

The analysis shows that the tax rate contains the tax rate of the lower range and that
the increase in the rate from one range to the next integrates the highest rate. In this sense,
we determined the percentage that represents each of the ranges on the totality of the tax
rate, considering that 35% is 100%, the maximum rate.

From this approach, range eight is evidently the one with the highest percentage of tax
rate (18.51%), while range eleven has the lowest proportion of maximum tax rate (2.86%).

Even though residents abroad do not have the same fiscal technique, tax structure nor
the monthly (annual) rate as national residents do, we calculated withholding, applying
the tax rate established for that case, according to Table 1. The income established by law
was added to these tax rates, along with an exemption, while a 15% rate was applied to a
difference of lower than a million Mexican pesos. The next income over a million pesos
received a 30% tax rate. The sum of these two withholdings is the total tax to be withheld.
The results are shown in Table 3.

Table 3. Self-elaboration on Article 154 Tax Income Law (Impuesto Sobre la Renta, ISR) (Mexican pesos).

Rate Tax Foreign Resident

Income 1,000,000.00
Exemption 125,900.00
Difference 874,100.00
<1,000,000 15.00%

ISR Withholding 131,115.00
>1,000,000 30.00%

ISR Withholding 300,000.00
ISR Withholding 431,115.00
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3.2. Measuring Progressivity of the Tax

The Suits index or progressive index is one of the best-known indices for calculating
the measure of tax escalation more fully [29,30]. Suits’ index is a statistical quantitative
method and is inspired and related to Gini’s well-known index [31–33]. Let X be a pre-tax
income variable and Y be a general variable that in some cases will represent tax or benefit
T and in others, the post-tax income, defined as Y = X − T. We suppose that X and Y
are non-negative random variables. The Suits index, which is interpreted as an average
measure of tax progressivity, is based on the relative concentration curve (RCC) of the
Y-variable, which plots its cumulative percentage against the cumulative percentage of
pre-tax income X when both variables have been ordered in ascending order of X [34].

The concentration curve is the bivariate analogue of the Lorenz curve. The relative
concentration curve allows one to visualize and measure in summary the degree of non-
proportionality between any two distributions by analogous distance and area measures.

The RCC of the Y-variable plots the cumulative percentage of tax liability (ordered by
pre-tax income) against the cumulative percentages of pre-tax income. We denote the RCC
of Y as LY(q), where q, with 0 ≤ q ≤ 1, is the value of the Lorenz curve associated with
the population rank p ∈ (0, 1). The Suits index, is defined as twice the area between OB
proportionality line in Figure 2 and the region below RCC [35]. Thus,

S = 1− 2
∫ 1

0
LY(q)dq. (1)

Geometrically, the Suits index is built by considering the ratio between the region
area above the OB proportionality line in Figure 2 and the region below the relative
concentration curve (RCC) [35].

LY(q)

Figure 2. Relative concentration curve (RCC) of the Y-variable. Data source: Own elaboration.

Let L between the RCC curve LY(q) and the x-axis and K be the area above the
curve in a situation of proportionality (OB). It facilitates exposition to represent the
accumulated percent income, measured on the horizontal axis, as a variable y that ranges
from 0 to 100. Areas K and L are illustrated in Figure 3. The Suits index is defined with the
following formula

S = 1− L
K

. (2)

By linking the area concept to the integral, we can write the Suits index with the
following formula:

S = 1− 1
5000

∫ 100

0
T(y)dy,

where y and T(y) are the percentages of total accumulated income and their corresponding
accrued tax rates. Suits [35] provided a tool for this progressive index using numerical
approximations for the area integral, i.e.,

S ≈ 1− 1
5000

10

∑
i=0

1
2
(T(yi) + T(yi−1))(yi − yi−1). (3)
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As can be seen, simple calculations are required to estimate the value of the progressive
index when avoiding the use of the integral. Like the Gini index, the Suits index ranges
from −1 to 1. The key difference between the Suits index and the Gini coefficient is that
curves can go above the line of proportionality.

Figure 3. Suits index as a proportion of areas K and L. Data source: Own elaboration.

Figure 4 is a graphic representation of this correlation based on the deviation of the
Lorenz curve from its diagonal. For a proportional tax, L approaches K, so the Suits index
S approaches zero. Since the Lorenz curve corresponding to a progressive tax falls below
the line of proportionality, area L is smaller than K. As a result, the index S is positive
for a progressive tax. In the limiting case where the highest income bears the entire tax
burden, the Lorenz curve lies along sides OA and AB, so L equals zero and hence S = 1.
With a regressive tax, the Lorenz curve arches above the line of proportionality, making the
area L larger than K, so S is negative. An index of minus one indicates that a tax system is
completely regressive. An index value of zero identifies a tax system as proportional [29].

Figure 4. Picture of Lorenz curve and concentration curve for Suits index. Data source: Own elaboration.

In summary, Suits’ rate is positive for progressive taxes, negative for regressive taxes,
and zero for proportional taxes. Namely, as a tax becomes more regressive, Suits’ index will
approach its minimum value of −1 and the more progressive the Suits index will approach
1. It is important to notice that the Suits index is a measure of the average progressivity of
a tax system over the full income range. Some tax systems may be progressive over one
range of income and regressive over another range [29].

The Suits index also provides a tool for determining the progressiveness index for
a system of two or more taxes in terms of weighted averages of the Sx, Sz progressive
indexes for x and z rates with average tax rates rx and rz, respectively [35]. The formula for
calculating the progressiveness rate of this tax system with two tax rates is given by

Sxz =
rxSx + rzSz

rx + rz
. (4)
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Consequently, if the value of Sxz is positive, the tax system will be progressive. If Sxz
is negative, the system then will be regressive and when it is a proportional system Sxz will
be zero.

4. Results

In this application of tax rates, we will present it as a line of proportionality. For this
purpose, the distribution of income will be divided into deciles. For a progressive tax, the
percentage of the tax burden supported by the first decile is less than 20% and is increasing
as shown in the data in Table 4.

Table 4. Income analysis and withholding tax to accumulate.

National Resident Abroad Resident

Range Income Monthly Tax Fixed% Tax % Income % Tax %

1 0.20 0 5.65 0 0
2 1.68 0.04 18.82 0 0
3 2.96 1.14 32.00 0 0
4 3.44 2.73 47.06 0 0
5 4.12 3.62 52.71 0 0
6 8.31 5.02 62.82 0 0
7 13.09 15.31 69.18 6.3 0
8 25.00 28.25 88.24 43.71 33.33
9 33.33 69.33 94.12 50.00 66.67
10 100.00 100.00 100.00 100.00 100.00

Figure 5a shows the tax on domestic residents; in Figure 5b, the tax on foreign residents
is shown.

(a) Lorenz Curve for National Residents. (b) Lorenz Curve for Foreign Residents.

Figure 5. Graph of the tax on domestic residents and graph of the tax on foreign residents.

Figure 5a shows that for national residents the Lorenz curve is “arched” above the
diagonal, suggesting a negative progressiveness rate. This was confirmed by calculating
the Suits index (Equation (3)). For national residents, the information in columns 2 and 4 of
Table 4 was considered, and the Suits index for domestic residents was obtained as

SN = −0.77

Thus, this means that this is a highly regressive tax, confirming the information
provided by Figure 5a.

In the case of taxing of foreign residents, we have the Lorenz curve in Figure 5b,
as we can see the graph shows that before the fifth decile the curve arches below the
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proportionality curve and after that decile is above. Using Equation (3), the Suits index for
foreign residents must be

SF = −0.02.

We can also observe a large increase in the progressivity for national residents
(Figure 5a) compared to foreign residents (Figure 5b). Note that the Suits index for foreign
residents is very close to zero. So, we have a slightly regressive tax. Being a numerical
approximation and according to the information in Figure 5b, we can conclude that the tax
tends to be proportional.

Now, we present the global progressivity index and our results seem to confirm that
the total tax system is regressive. This is confirmed by the both taxes (see Figure 6). In fact,
the value of the escalation index SFN for the total tax system is the weighted average of the
values for domestic and foreign residents (Equation (4)) with rF = 15 and rN = 3.18. Using
the data in Table 4, we have

SFN = −0.15.

As a result, the tax system is slightly regressive.

Figure 6. Lorenz curve of national residents and residents living abroad.

5. Discussion and Final Considerations

This paper demonstrated that the principle of proportionality applies differently in
the case of domestic residents or residents living abroad, which is adversely associated
with the right to the living minimum of the national resident, a principle immanent to the
obligation to contribute [20–22]; these principles are universal because they are principles
of economic equality [12,13] and applicable in other tax management controls in many
countries that illustrated in the in the Mexican doctrine [11–14].

It is important to emphasize that a national resident accrues the entire income to a
single range of the monthly fee. A foreign resident disaggregates income by first differen-
tiating an exemption; then, a tax rate is applied and after a certain income limit a higher
rate applies. The principle of proportionality applies here, as the theorists claim [14–17].
As noted above, applying the corresponding tax technique results in a monthly income of
250,000 Mexican pesos, and a domestic resident would pay 78,403.66 Mexican pesos [7],
while an overseas resident would have to pay only 18,615 Mexican pesos. It is evidence of
the inconsistency between income, payment of tax, and residence, Figure 5a, and not as
stated by count [22].

This work was verified by Suits’ progressiveness index, analyzing the application of
the two tax rates [35]. The tax rate that applies to the different income levels of a national
resident together turns out to be highly regressive. By contrast, the tax rate of a foreign
resident is sparsely regressive and prone to proportionality [6,19,22,23]. Nadirov and
Dehning have talked about the positive and negative effects of progressivity [4]. This is
the contribution of our study, which the Suits index distinguishes, in the first place, the
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principle of proportionality and the progressivity of the income tax evidenced to be not
equal (Figure 1 ([22])). Second, it measures the degree of regressivity of tax rates according
to the taxpayer’s residence (Figure 6). The Suits index (mathematical-economic indicator)
shows the effect that the principle of progressivity has on the income of the worker residing
in Mexico, testing our hypothesis. Therefore, this result shows the economic impact of the
tax rate on his income, thus affecting his vital minimum, that is, his quality of life. The
Suits index is a method that is appropriately related to the doctrine and demonstrates
mathematically what statistics could not do.

It is desirable that the government seek to increase revenue from other approaches, as
suggested by mercantilists ([9]), and to control the income tax rate, to reduce this effect [16–19].
Agreeing with the author, tax equity could be achieved as a legal principle of tax rate
management control, considered as the first principle [36] (p. 12) of application of the
“modern tax system”.

Rethinking the tax mechanics in accordance with the constitutional limits will probably
mean reducing tax evasion and increasing the effect on tax collection. It would mean that
the justice system would be complying with the provisions of Article 29 of the American
Convention (ratified by the Mexican government in 2012), which mentions that human
rights cannot be violated by the State, and it offers a more protective position. This omission
would violate the pro person principle.

Our study has as a limitation in that it is focused on the tax regime of wages. However,
it is this that contributes the most to federal public spending; therefore, the national resident
wage regime will continue the regime of greater sustainability of public finances [3].
In addition, it is a regime, which in addition to containing a fixed rate [16], becomes
progressive as income increases.

As a conclusion, we think that the State, as a guarantor of human rights, should
promote that any reform of its tax laws does not invade the economy of citizens in such
a way as to decrease the possibility of a dignified life [20–23]. Otherwise, the State must
define with certainty what it refers to with the right to the minimum of life, which meets
the minimum conditions of a dignified life, because then this would be the basis for
determining the tax rate and acting as a true guarantor of people [23,28]. This is likely to
involve legislators establishing a different causation technique such as for residents abroad.

In future research, we intend to study progressivity in other tax systems, trying to
understand changes and tax rates as management control.
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