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lfn:ls tha~d.~ is C'anQ•lflt~i \,1th e~~J.~,lnt • ,~op:s.t$•4 

lit\1t~en:f~J:ei~t t:.~ $ySttem i~:r urut~,: .. ie•$16r;i~6 d~tl:nt!i'l$s. 

t~ ,t)!'G~t\ltr@ .:,f tt'lrttt ,~op$s1Sd $'fS'I•~ !I! st,ll~!Jttl anti ~¢1tu'"" 

J?~ea ~ ~ s:bti'ila:ir tt-"ue~'O~'® 11+-rhiell, has ~eeli in ~e!!'at!$~ 

l~ India ~!a~ ltt,.i. pr~~•ll ~f$'te~ ~r;i;p1111iU$ to ef

f~!' .a4'1anita~G'S of i U.) a lut~ 4ef'lte$ t;f 1elf~enf:'e~ce~etl:t 

in tb~ t~~ si!:t'Uet~r&" lm!'Ot1.fh i~teJt1•~'.k.itnf laRes, and (2) 

of C*Inifl:fit1 auid 
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s.c&aendo d&"V"e1o,meat. u a natton-1 9,C>al hu pl.aae4 

a atagg'1!ll:l'1.ng bu4en ea. the ttut erst.ems of •ny eou.n.trlea ... 

th.Ell task of fin.ancing ptQf'_.allS of e¢to.A•1~ devrel~rdz has 

mad$ it nece•in11:y t,o try ilfJi ~• ~ ·,o 1:yst.ems ia ttbea1e 

cow.it.,:ies mott'e effeetf.ve .. 

~ 1receatly as .19ii lllt:ol-. liclut, obeervedl that the 

· comp1$ttJ fin•~e1n, c.f a pJtogram ef ~oottc,ml~ tl•velo~nt. 

tutu ao-t .b$f.lllft uea.•4 la tbe pu:u.e fi•aru;e 11 te:i-.a.t:t:1N .. 1 

Biclui • eho~, wo:irk on the ••:teat deal• wlth th,e complete 

Pht'l'ata <1>f pll!UUli-g:, f!taan-. u4 •~n4.ttU:re b\11.t: ·Oi'nlta "be 

oone~et. dat.ailS: e:f the tans to be l.a'V'!e:41> A sp•ci:fi• 

eo1nps-ehe:nelv$ tag $,filtem t•a.nd to th,e l'MJ•«• of devielc:,pin; 

oouniu:i$• has beeft cffen4 by l1t'ofessoz, .ee~j~ B.1;g1.na~ 2 

Biggbs ea.lls bl• proposal a ffbtJ•ntdv$, ••11-

enfos:cint tax $.y,stem. ff lt le bae•d pl'huu:ily M the ~k 

of Nicholas Killildo1t. '!he K-.lder p1u,. pre$en;t.ea i.n a :arepon 

1:un\lla tt .. Bi<Jke, t J?i.nQ• (B·w. 'forki 
O.Jt.ford un.tv~,rs!ty »l'es•, · · PP• IIT..!.-v1!1 .• 

2:e.nj.am!n Hltti:n.4, !la1:,· ·!!!?l!!J?~~~~.t. (ttew York,. 
w.. w. Norton ad C.o~y,. ne.,, · · · 4 ... 79 .. 

1 



to t.h.e. f$4era.1 gove~nt t't>f !nilt.t wa1 fO# a olos11tl syttem 

built tarotl.nd • tax on all ·~adit\li:e. T'he srat~ 4raws 

upon ideu discussed '.by loba Stuart Mill, Altl'edl Marah.a.11 

an:u zn:1nu l?ieh~lf .. 3 

Yhe IU.ggus p:ropeaal u•ee a set. cf tntet>lo~kui,l; · com

pleaen.t.aty tues wld.oh arf.i $e.tf-en!ore:ia9 t.o tne •~t.$~.t. that, 

uderre1-Htrting· of one t.ax resna:1\$ in a h1thear l.iabil!t.y for 

anothel: tu. 'fha syst.• trcv.iaes, · 1nce:nUff~ to ea~ by a 

:,:r<t>vlsion tl1•t inv.~t~1:, in ~ettaiti .app.to,veti pt'oj•cts is 

eat&mji>t. f,:om \aM.s ot' a !S'~i\iced tu.· rate .!.i!t app1i«il4 to a:as~'t.s 

J.lQld in sp&.td.f1e4 fo:tm.. · 

Xt is the pts.,;pese o:t this $IU<ly to ein,iuae the Sit'gins 

p:ropoisa:1 within t.be fr·~Gi-k of p~lle finm~ theory aid 

coma to s~ meaninfful ~ttmclu1io•s: about .lti; ade-qt1aey. 

11\e the.sis is Uvi~d into f'f.~e p•rteu 

one, Chap~ 1 d~ta:ll$ th~ bae)l'JgNur.ul ef ·~~ p,:opoa~l. 

wi'th. a brief :l;'~View of the :r;,1.ee4$ ·,~. an! so~r·cfe• 

of ca.pi.t.al · f<Hmtl.l'hiea. thi$ tno1u<lea the mobll.iaa-

1d.on of d~.sUc ,:etu.n:tNes,. 

1!W·cu In Chapte~ X:l t\h~ p:rop~e(t t:a J::,stte:m:, tta oom~n:ent• 

athd.aistrat;i~ 4$.t.4til, theo.te~ioa:t buea1 ,oa1$, 

advant.avea, arwi dttn1.dv·a.atap• al:'• ol.ltline4 u4 £1': 

ie $Ub~ectad w ... lti}Yalua~¢<>-th 

•. tr( 11· . ... ,. il. . ;'_··1 '.";ti 

31nin9 Fis~eat,. eon• 
Yc,nrk: fiarpel' • lltot.bere, · 



Three; ft• Hi9g1as p~$'a1 la ~ouip.ue4 'to the t.e 

sys~em of a spaoifia ·f.#0'$1tify.. XM!a was $!i!l•ot.e4 

b~oaue it: bu tm.aet..dl .l•to tb ~- 1•• some of 

the fea,u.- ~·~4 by ~fgins.~ Pe.slble 

e<)n\ribt1t.ions. uo oapi~a1to•at.ion ate eaplore.4 .. 

Jfonti :m~onu.a of ••lfa~e h ,~ Kinitut •t••~ ae 

at:udied. 

Fi:vea I~ -4, eoiu:iuslOM. 

B•pe.~i$taoe ·~ lh#lt. in 1'$11.ti·ca 10 the DMds of a 

p:ro1~am of . ••••id.·(l: clevelApmea~,,. ~ ·N•ov•• a'Ylaila't)l• 

1ti undexd.•V$l0~4 couatr:lu· •lr• •a,••· Wh• --tU,tl.ontt ·Of 

1• .fe~· ca,1u 0'1tJ>•t •r »~o4uet -4 1w pet capita iM_.a . ' . '. .. . . . ·. . . . . ,· . 

. indieat.e, that the t:e~ou•• :r•atily a1tailQle. ~n •u.oh "a 
•.!(.' 

~uunt:ry 1'111 be . ••ll:, the tuk . of •t@;ariag tut••• •o-aat: . . . . 

rtesourees· is fQl'b!adJ.ag.aa4 ••ta»Ushiagp,r!o~it:£.u t.o . . 

allocate avatlable .Neour•• "OIJP:••4• the 41ff:l.cut:£e•. . . . . . ' ' 

· -mi\• 11atio~al .c>\\t11ut m -wi&;u:4ev•l.oge4 ca••uiet i• 

:a.~t: $'ftU.~1y · contfUu.4... Lt tt1e is left :iOJt i•veetm,eid~ 

u·d a low 1eve1 of invu-.llil! • ._ lGtl pe~ ea,J.tt-a ·1n~•· 
. . . . : . . 

BJd:.$\itig pet' ea.pi~ .l•cuf.l's ue 'ttil'f:.Jf •4-~ -,f&'~chtnt. s~b

td,StlWlC$ lev•.1•, ant 1"lis reveals • 1- e~d-.y • $ave •. 

aa.ib1~.tng o.>af~ti• ift a 9low and iift1wlt •ff*"mtoh to 

.-ai.ain.t J.n,t-$Sblen:t ·•4 p!lli' .•apit.a :la.Hine•· A ~e·b-,eful 

so1u.U• J.,s to l:'ais•. ••tpu.1t, MU •••,-,ti.• iaJ.1:11 con

st.an't., an<l iavest a J.Ai'fil portion et the ltU'.tl'fiased. otitpu.t;,. 



S!ace a.o tnd.ivi4ua1 l• p,l.e to :ruae the tlational 

level of .inwst.meat, ;o11e~at :must a.ccept. tespQ!tullibility 

for the bu:teie~. The simp.licitf of thi1 solution ts an 

J.l.lusion.. The tm,·a•at:at1on of S:t.lQl\ a pt')li.oy t'eq»ires 

the pliillUltllg of prcjee:ts as. well a, ,et.ting priority be ... 

twc&ea tb.ein. ·the sticky busJ.n,(tss •f fiaaJt.ce mt18t also be 

faced. .lllow iii th$ fiiu!itt(lie to be uran9$d br tfhich a oou11try 

can. pay for a p:cot't-al.\1 .of •conomio 4ev:e1opU\eillt.? A u1illnbeit Qf 

alt.etnat.ivea u~ p.i1>$S1bl$. '.?he p.tin<:ita.1 on~M1 1.re: 

(li !orrow fl:'Ont. for1tign. f<>Vet.-.mer.rt..s · (foreign. aid), 

(2) Borrow fi:om fo,:e1gn ftr1vat;e seur~s, 

(l) Fin.ane& by 1nfla.tion, 

(4) F1aanee l);y $.ncr•~s~.« taatd .. oti .. 

Our conc1utn. will b1.1 fi~an~ing by iccJ:•as.~d ·1:.Ufl:f:.ioa. Cheicee 

(1) and (2) t$q'i.litte deQ!tions that at-• b$y~4 the control •t 

the count~y st.id.11.tnt !olt 4ev~lopul'a'n~ and .when ae~de4 mosi! 
' . . 

th•ae .6'oU:ttC$a may b$ ta0st. reluctuit to .Peifdcipat.e'. Ch¢,i0$ 

(3) involves se1reN •eoaoid.c· 41s1ota-tan ~st:ica11y a& 

pos.slble eco.n®1U.e iso.la:tl:on . 1•t.ema-t.S.orutll:r, 

What 1$ th• present e:o-n4itio• of t.axatJ.•• at the 

nati.~•al level in the ,:u14•i-aewlo;~, .eountl'1$st Gea1eta1.ly 

it: iJ:& ina4eq,·ua.'te t.o th• t.a•k of sect1irlag the n.eede4 a:tui,re 

of the nat.!~n • ·$ Jt~souree, for ~con,0mic 4ew1~nt, A r:e

cent st:udy .found the !ollowint oiesi;rable: con4it1e~a 14 



fl) A multip:U.eii ti1 cf ta.'lt'~s ~,erly en:!orlZf~d.t 

OU N'o of fitd .. al eomJilat!Jl):n of: ta:x: 1aw1l, 

(5) !ia(rk of ttis0r~ti,ti:r.ta1tf powers of ad.ju~t.n:1,lf!nt 

tlie t2£Jt author.it!~$ , · 

(5) letr~l:;s cif fraud ~n.a cor~uption, 

fr) tU:,n"'unifiet'l ta~ ssys .r 

(a:) Multi;p1~i. a9~ncias to . a<'.lt:·i:htister taxes, 

('.t,) Multiple nget1l'.lfie$ t.o $p~11d taxe~ , 

(8) Participants in ta~ .:ree~1pt$, 

·(··.C•,\ ~~,1··,:;; .,,.,,4, ;i;,-.,.v ,.,.,t,-,,,'k,.,..ll!t ;, I' ~JJ ~"' .·Ci :~·&· ';1~;~"'"~ . + ~ ~·Jt ·~~~· tir. 

'lthesa tal:e the form. . .:;>f et;p! tet ou:l'iflott; 1u:a1tlJ;';'it C<Jfl1$~apt.ten, 

in.ves.tme11t in t.1:aditi()nal blgb.·""'IJ:ti:t e . pz-etltt indu~11n~r.les and 

J.n.flatiti:n. 

devel,opm:ent p::r:oc,ess ~hii.tih $.s not n'iatohEad ~Y any <)the:t irt,... 
,.,,'·,·· .. ··, '·,· ·, s tift:edien.t in the trl))wth ~:ree'~$s,, eapital ft'l:t~S)ti$rt, tm.ti• 

~-=·"·1_1,.,-_----

!'!: 
:.>e.hat<ll.es P. · tt~d,:tebeltQ'et', :rs~~ner,d.e t~vel 

(ti~", !0:irlt .~. MtJ;(1~;t'aw-tU.ll Blt'o~k Cornptinj',' Inc .. ;-
n~, 2n~ .. 
, pp.. 03""tl7 .. 



surplus of out.put. ove:tr consuinption, leads to increased c:,a

pao.! ty and greater increases in. oirt:put in *lubsequant stages .. 

Capi t.e.l for.mat:ion leads to growth in incemes, per:mi ttin.g 

increased saving (i11vest:ment) which inarea$EUl o.api ta..1, and 

this leads to fllrther:.growth ln income,,. 6 

Capital formati.on in developing countries depends on 

(l) inc?:eas.ing the .level of saving., (2) increauiing the level 

of investment and .(3) channeling .investment into the stra

tegic wrowth seot.ers Qf the ~donomr. The first step in 

ixnplementing ~ese goals 111 the control of J.wru.ry and ncn

essential consumption spending. 

The sneer pOV'et"ty of underct•veloped. countries 
ntakes the :t>aising. sf the p.roJ;iensi ty to •ave, as 
well as the inducement.7to invest a neces1u1ey 
part of fiscal policy., 

:Restraints on consumption ar:e essential to a pJ::ogram to 

increase saving .. 'I'hese test:raintt may be vol.untary saving$ 

through banks, or colleet..tve saving tlnrough tu:at.icn.. 

ttaising the level et saving :retell's to the general level 

of savl.nts-, for a country as a whole, not the level for an 

individual or class,. R.aia1ing the .1-evel of inve.i;rtment. means 

inereasin·g it. in the absol.ute sense. This could include 

mobi.li.zing domestic sa:vi.tt.gs inve$t,ed in the st:oc:ks and. bonds 

<>f advanced; coun.t.~ies, as well. as ne:w saving. The most 

immediate p·rospeot. fot itu':.lresusing investment. is by attt'act.ing 

6Ibid., pp. 457 ... 73,. 

7tt1· .. . "7" ·4 n .·fgl.1\:S, p,. '* · • 



:i.t. t';r;o,m ab~oad. in tibe torni ~, f~t'llllifn atd, lQans .from fo:t$.lp 

gove~r,.n1~n.t$ Md ,1:d .. vm:~e t~:ce:tg- tnVei$trA1ent... on0 v-ia11 1$ tbat. 

fexm of aid· a.net lo.atis i tl'ie~ a;$ opp~.:tttu.n:tt.iea are flt'$ated an4 

i1lt'ivat~ i•vest,;n~nt ~t,;,ta,stt~d t.he$ai could ll~ ph$Sed out and 

ffl(;)St f1eltb l~f't \o 1,1t:!V:1ait.e .itn'.V$St.rl:le,tlt.. 3 

Chann.~1int 1res.oU1t·tliaE? te c~pital fomnat.ion :i,6 a knot.ty 

pr,oblem.. Gc,V'Q.J;~ntl. will p~ebably ~e. t:11.e a;a~t, f$;r;· eh•· 

ne.li:ng, · inves tn10n t. in deve1optni' eowritti,1is •. Jr(ilwe1tn erttti:t°~""' 

pret1eurs oan ~e cot\t.t'Qllerll by lioense · t-e.qU'.!~e:me.tit.s.. oem~$t!Q' 

ttntrepren~ura ~ill p~obably have u se.~ tiiuu\ct»j" from a 

tlev•lop~ent, bank wh!eli epeJt>at.~s wi.th g(»Ve.,•1Cf~t fu~d$ ••<> 

Jt1.>Ve:tnm.$nt\ · atiiov•l .ts ese~nt.i.a.1 .. t Contr01 of th$ ,ouittt1ei 

of fi..aanoe p,:i,via.es. gQV'f:l.~~eill'b. with t~ meu$. l<iJr ~nio:r:ci,ng 

J.1tves\t:1eat. ptl¢iri.t.ie,s .... Wke:r~ . tbe~e it!I: sav1n~$ 1n tbe. httn4e 

cf pl'iva~e eJ11.tz'epl?'ene~rs the~• 1• t.he ~;oblem of ·p~eveatint' 

~era .ft'Oln in.V$$\1~; in nJ1.i4e•tia.1 hQUtd.nw and 1:uM:t:t~ it4~ 

po.rtil a$ 'ttell &.$ in d<.tmestt.o 1n,i'Wl!t.ry pt1c4ucint a.u'h!!i.tit~>tes. 

tor S\leh g~s.1G P~td.ti't'ti el~Ck$ agat.net cet"tain typ$tt et 

$peiitU.ng mu.st be pt'ovi4@cl as well fl.$ ,~,ittv~ indiu~e°*ntt 

"" • ..... . ,I,,· !l... . ..... . • .... . '' 4,.. • .,,. 11 ~o l.:llitve$·fll',; ~l' ·Qet'""&l,~,, p;r:o:;,'<111~ ... ~. 

8 • · •~ e ;tb ... d .. ,. PP• 4;,1J ... 7:;,,., 

':gt;nd.1.e;betgQJt, p •. !llf. 

lORa,f):lat NUJikSe; .. flr;'~l~~s ()f .. S 
·~.·· .. e ... ··· . .Y. ~l. e .. ···f! .. !i.~.·.'. .cot1.n.:..t . .::r ... · .. ie. s.·.·.· (oii<>~it · ·aiiJ. •· 

• ".,' C• • c•. ,', .,.,,, ','.·••,. '""~•97,·', &n:llo'"ij'" •• ;_.,; .. 



'2he proceias. of aev~1o,~rit ii; il)evit~b~y t:t€:;rJ 
oostly" . so that . it . ;bs ;}u:,t. · .. a,$ i~rta1nt to have 
a. got>d .... financial plMi l!~il\\t ·o,td.ma.l U$,ei o:f 
tinanfl{.~l :e,e1sou:ree$,, . ;u, .· ;i,t . t~ t~. ha•~ . a f~Gld 
eccn:v.,t~e. pla:n, .··· ma}dnt ~timetl ·. U~9. o·f the, ,real· 
res.ources ~:~rad.l,lltble.. ithi\\t th~ :ns.:tu:t'~ (>f: a fQl\!)d 
finans:tal plan i1!ll :be tttn1;s v~:ry latgely 011. 
two f$.Qto~s: first, the elu1tae~.- c,f t:he 
eountcy ~nd·. lta.ptn:tiQU~~ aeonQtd.e potei'tt.i-
ali t!e$, . an4 . se~ondly, . ~h~ cl~gi-e~. of ··. d~ve.1e>1JlIWH~t 
a .• • · .. 1.·t'e·····a .. • .. d.." y.·.··1, .. ~.·t.tained wb~n ~~ dfi11elopxs~nt e.xert'J.i.ae 
$.ta.1ttm.. ·~· 

several easy tlrat;\$ to t'b1v~101men't have . be$'n plli'o~os~d ... 

$'traps1~ a:ppx:<>ach which $mJha.sl.rii:$$ i.it:u:!'tu1sbi.t p:r:ttductivilty 

Jlt!:rt .ma.,lh<1ur iUid llisptse~ ~@n,plorrae~t ln $g:t'io1tltur.e .. 

*!hese1 aai.'e val.id a•.ai~erid:;.t.ont but $lt'lnii1 tht!y are 'hoc ti~ak 

tio provide 'the mo~ent• t:o pttib. t.b,e ~conomy te fall. blown 

ttevQ1opment anti th~y i~nore t'he seVl'l:te saerif!Qe$ rfiqttirfHfi 

trf the pt,pu..laoe.. J.. ~~"Ond al)pt:cae:h 1$ tco tif1iu.\n0'1'1 bf in,,.. 

<Iii.. 6 .... i-....... fl} 
~~,.-~~--' :V_.il~ 

bea(lla~se of oon$ttmpti•n fel"~(J()rl~ .. tilll~h • ;ol..l{fly favc,rs 

$petc\ilativ~ enter:,~is•~ $:fl~ n•ult.$ ln :rttd.n.g ~¢\utrt.s in e~

port i1:iib.1111tri,~$.. A t.n!t'd pl.an ts '1pun9 priming(' 1.n. wh},(:~ 

the gov•mment prints mo•tif and p0$:t'S 1t int& ·th~ e'*one'mf' 

as ,a $is.!rtn't'l.1e:nt.. J. ft}t:u:·tb ~,,~~a~b l$: t:he ev$:t @$pul.al!' 

~t(')()tlfiac.\lat!on of f'or'*itn ~es~t.a. ·.~ I~ m~$t oouatrtes th.ts 



!~ a mt1tatre: .beonee the .t$~al \t&l~e ~, fe:rr,•d,sn asuie,ts !~ 

the cout);t;ry lla.Y l,e. ·ve~ :U.ttltt:.. . S*l.~h a.cu" a.tao onta.il.s 

rae<)&c>mto .tsol.at!Of.!.~$m ~Oa;U$$ if;)i-el,n t<'Ve~ntt.t and 

fo~e$.p in?~Htt:Gt'~ b'~~~ tfary,., Wltftag,•Eu,it. .personnel of 

tb~ ~llso~tetl en"ll;p>:!.eo• ~ -!e:a'IQ an.a 1th~- _uM't$ may 
be- 1 - ·iii, · 1·. . . 13 .. ·. -.......... - a ·~mw. USEt ~$$:,. ' 

Non ... inf'latd.onAJty fbtucll'lg of th• g#$.atest put el 

ee:oncmd.c 4eve1opmerd: lly -,bt1ltd.~t i:e•~oes wt. thl1,i a 

•u1ft:r.r &ip~n,bi M the, -s::,11-teUt o:f uuatton... ira••s aa)J;e 

such, a· poalti,,_ c,.,nulbu:tion be.n::1au1H1: t U 

_ (1) ~bey a£• the intuit ef'.flei:e11t wa.y of -a~ 

fGffiat ~d ·ov•# reateu:troes • ~ 

f:O,Wfflf~f!. 

fl) tid.vate :aavhg may be· i~e«tta~e ac tt 

must: be- b.a•ea \lP by ~li.c fi.avbg-,, 

(3) 'faxes nat'~ Vle 9:a.p bet.watt available 

b~ of the "'l•'l:'J atldrt .... the fttJl' 

pc::,or" 

(4) Tu•• een ptovid• tn.•ri.td."• fo~ baokwua 

~le u .... ••• .•f is-olat.!ea pd 4ev•1op. 

e aoiten e~.ou13t. t-u •~r:te•• of !i'Japan 

1Jatggus, p. 212 ... 

11s!eks, pp .. 41-&G. 



· and · Fo•c;,1a hld1~$'t.$ ·1,at pay~t · <>t ta.~~$ 

b !d.tltl (t1t:aple t:it\"~P• ott ,.fc:,~st~ffit) ··may 

h~ ~st adnnt.a9eo1ii.$ :J..n · the a.a:r:ly srt~s 

. of ·. devet~vme•t .. , . · M ·. 11 tiKme:y . $1-llar · · 

d~'!lr~lOtJt, · tfith ;-1a,t:tlg 1'lrice111, tl!Utfttprs 

~!11 d~itt·~at tno•$·tax·pa.,v-et;$ ·~ 

fflade in c~sh •. 
·i 

ts.) taxes ar• ,he m"t. lm,o"an,t 1:n~t~nt. 

av,ailabl$ f.01: ~~ol:ling thfi· pnsaur& 011 · 

· collt.t~:cs.., · roo&l?f .• ?•~• <irad.~ off suf- · 

f!.ttl,~t1:t· aM:tt.ioaai ino~iS to· b,r!ng .. the 

. tottal into ~t1ttl.'.U.h:d~wn \\1$.t:h •vail•ls$ 

. SUpplieeJ ¢,f.· f()~i!lt • 

11 

For t.hese ,~a$on·s t.aic po1.lcy 1ho1.ll:4 b~ a si!ron, ani v1tgotm.1s 

fact.et.' la .any p11Jll f<*' deV'$lopment .but e;(pe.rie~ •hows tba't 

lt. is ab.UJtt wit'J'i®t. ~~~tici\. '°'e~ M4· bie·ffectlv• in \h• 

tu14tl'c;!•V$le>ped. c.tA1ntrlG1s.. · ~e sttuat.£on S$.ems .tfQ 4is!W.ll 

that .. olle obs~r: ha·N -wr1tt•n .ln f~stJ:.a:tir.m, 11wtll th$ 

uMu4e11elop•t1 ~tt'.i~s nevElr l~un to·.co11e€Jt ·t:~s,·"15 . 

JHCM!l.SiUl·. l~SwailT 
' ' 

· I.ii; is not sllff icl•nt •~ly ·1:0 .. hav• the reQ!iOW!:09$ 

ava.111lb1e fOt" .~ :,.-og:rea er,'! $'.CO~C 4.V~lEltpnt$at... 1.'b•e.• 

15mle~Gl8S·ltaldcr, "'W111 the Un&J):4.e;velofd· Coat;'tee 
t.e.ua t.to 1fax?, ii !!~~~- .. ~l~.a;1g1;, . 'Rt.tl · (·3h., 1963) ., p. 414 .. 
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\i'·-·-···· ·····-····· ·', ' 

11esour<:es llUlJct: be ut!ll.zed ·to 1aa~~aM tbE) le'1fl1 of invest.-

-t 1n the •oanomy •e tbat ~ :ma,dni• !Mrea•- is s·ewr• 

with the lea$\ ~ast,a9e. 

· 1.nveiS~nt: ha:$ dfJtf,a-irent ~ffe;c:u ae~fldinw tm !ta 

Ion and the s\TJv.ee ot flu••• X.t 1• \IS(ifu.1 tao ... 41tttd.'#l.

piah th~e. ~es". ft&se • u,u1i 

(1) ~ •• · .,...,.: ."-v~11U,,~n•· . ;,,_.,..,,,,_· .,.,;;.,--, 1111· .· .. 
ill'..i,;1 a~· ..U.t "liO'a-~i•l'~.il'ilU•'!~ .i.~vm D~'lf·,Aoiii<!<f ,f 

(.2) · P@lt() in•e•~nt f!n;~"4 b!y bottr~vhg 

£:roa t.h«i p•tilJJ', 

(3) Publlt1 l.t\V~$1msftt firuut-6 1Jy· tu•t.:lon. 

:t~ivate invest-.t fi•anned; ft-om pt>tvate •••tag Ph•eat& 

two ~~¢,blfmts ,.,, M ande?t4ev.iopet1 cou•t:r'Y'· firaat.; this 

k:bi4 cf .l~V$s\raeat .nM4$ to be" ,U,v•1:tell f2tom th.e tddit:i0l'la1 
. ' 
forms: e., •• jewelxy, 1ani4, ui .. ,:tle, eo itl'u1t 1, cg ~e 

'11~<1 !n h!gb p¥rto:r:t.tr ~ff•1opm•nt pit0j•ctSi. l 7 Litht. and 

•d:ia .-u.rnifaotu.r·int f.aaw,:1:rt• eult be- . a r•a.4r ••tlet 

fort •mall. inv•sto$ .. se•na,. the•'-•• of' the savi~t sttea 
. . ' 

ae4s.te k ·1nereasea,. t*hfl ••• h~ fo1tlte ino:reas,e. is 

probably the ~eua~1• •I •• _tac,:tu1$!b1f slum~ of pJtei1 t$ ta 

tncl!1"l4u:al ftms .fo:t ·~-u~lon ,•.,-••••· 

PlA&.ncJ.n9 p.lUtlilf tnv•stm.e»• by· hmttrOWi.l1,f ,~ ~ P*11C 
. . . 

oan b• • bnportant·a,,•at ef capital f&nation wha tm• 



is rail 

electric p¢twe:r: pr®j~Ctli$. 

,1ria.t1e to ,ieveloping st:eat,a9i~ 
lJ3 

paz:,t.ieu.lar country • C 3) 

t~ lt'~Vel'ttll1$ t (4) 

the tax, (5) 

I ;"J.\ 
f \ ii), J 

(l) 

tv'itbbJ 

cf 

a:i:e very impt»:t2int. in (ltlUnt.riet1.. Tyt;d.Qa.11.y; t.he 

a10$t. ir~po:rtant; of O·f aol.teet.*d 

i5 i:mport c1J:ut,ie$ .. A $eriot16 aho~taomtng i,1:1,Ht'~et. 

ta'-'ss a~e ;t:.av9reil 

.. ·.. . . .t, , . ·1· ;; i, . . Ji..J .. · .. . 20 ea$e Q..x; eo .. ·. ,:t.e.a &JI.On .. 

P·~· 1{) • 

.. 71.-,,:a, 



-sues and -ttt#1tov~!:" tax•s: fa.~ -h$avi1y, i-elled- rapc3'. in 

eat. ~~lopll\g ~oun'tt'if.le-. A.imUd.s:t:raU«t. -of thef.e l-$ very 

411fiilcul't whe~~ · ;r~td..ler.·a cl$al by. th.fl ·t•a~id.,i., · ¢ften tn 

· ba~~r, atl:<i -. 1a-1i -~~c,(>'ltl\..t.itlf :e••otd.a ~· · · Tun~e,: ·t.a~li$s,, l0t1 

~•"• ·· ievi.es on th~ val•~ fd! ,r~~ u t~er .a.:re. passed from 

fin, to fin., UG· b~1d.a$SliJ· . taxes ln.t'tt f!rme US~a1ly add the. 

MOUllit 0:f the -tax to · the.1:e ,rte~s -$¢1 ·th~y· bt:tffl)ffi~ i;n ef f!'eet 

tene~1-11ales t:a~e$" · .Two iil•ti~ot dis.•t1vacta1~s o.t· t\is 

ld.n4 · of tu -- an the -tt~~de11.ey . fo,y; :Lu· t• bG py.r-.idei thus· 

rtl1s,1:t1g p.t!Cf;li :th$ · Q~n.snme;,: l\.a, to pa:, an« tu diso:ad,mi· 

Atati~ QO~'tetltive-ly !r:i fa.vot of .t~tewt"•tej f:lnli wbi-eli 

fX'~ss • produ.e-t ti:~ it• ,:;raw ~n4!t1t>n t• it.$ f:i~ist•lfi 

ot semi-f'.i:n!lihed stat~.. · A n:ftl'l•<I t;y;p• of ,~1m.~t' ta 

ill -the - :if t•~ ·On -value •'1~4. "ll st~pl:l~t t.1- of · a&nintsua\£on 

:bt a.dd.,tt.i~d: ·by ha\11~, $.l.1 f~ :t•t:lttt•l'•d file_ petl.!Odio 

~ '3'etU'tn$ at.~~Htte4 ~ vouoh,fa:rts sbmd.tif ptlrahaiSe» ftcm"t 

othe$' • fi~·.,., 

Waad on ~an land a.na :ball4.b1f$ pns•ni! iiJi$cd.ti1 

fJOb~• of v,.d.uat.1on, un$fllte1nt nll •lleetion. 21 vaiu ... 

ati~ _ in most coauie~ .te sa41y out, $! date .a ~-.eitt• 

should gene:~elly he tHllle4 !• to~ the jQb fr:• the troun4 

up~ 

Ha1!'1tet u4 •HP01t• ~• a,r• 1f&•CitJ:al..1y ref:te•aive a4 

u~tuar.r. ~lt•t tu~s .fSJ#• •u,•s place« •n peJtil.otts m,;4 



1.4 

Jeod$ &$ ·,th&y. ~ntelt ·. ~ tl)s jW!"i$die:tiM-- The:, ;ht:n.4.eJ: the 

m.evement> of. t,etrst)tis . attt! g~~ al\tl they. tt.re lfiser:bitittat•l!Y 

beca•sa they. at-e ~ainly . appl!e(!l ·to. ~:t1c.nilhrlll!. . Natd.01u1l 

e¥p~t. ts'.t~es ·ar~ 'the e~J;valent . eyf .· :lqeally, . i~~sed ·market. 

t.a~~s an!. suft•r ~he •••. def$Of$$.. The e~t.!t.tve. J;Jesttion 

cf.the.e~p01:t:s a 4ev~1ep!ng Ct'.ltUl't~ p1ae:es o:n ttbs worltt 

mat'k·$t\ Ar$ aelvex-11H1ly: .aff ac\i$d by. tt$rket a11a. (!?>t~t>t . 1h'tKe$ .. 

'Mhee~: shot,tld t;e. i'~la~ad 1ri -~· l~g ~n wttb :fS'egula,: i&-

~s u4 p~oflts tt~~a$ .. · 

I.nee.me t~at.ioE. 111 d..,velt)u!nf cou,rt1rlf!s !~ -,,.ak s · 

la?tf~ly l)ti>rJause of th~ p,:,-ependerM.~e· of agrtcnlt:nt'th. 'fhe 

!ndivtdua.1 as~essme~t ~~~:b=•d 1::t'l !fl~ t.att:ation ls d!·f ... 

fi~lt · ~o -· appl]t to·. taxpey~2:1 ._ tifbQ batitt$!' t.lud.,: p~tl.nca fffll."_ 

the thing.~ th~y 11ead ;1n,d ~ei t.lUt.Jl.tble ~ ttltbab in'd.t 1111:het~ 

r.tt$t W'ortb wot11d .be a ~ilnin.g!-1 be,_$!$ ~f «\\t&tee.tment"' 1·1 ly 

-h"!n'n:t?119 ii,;eomE', tant!.cm ~a.t'l1" an.a. -.t pir-~res:S.ive. rata1 

tt.e· gove~m~~, <t~n f$t tdp;aye:t$ atc~1~4 to the itlea 

and as tht1 ec~~ develops. a .hor:eaitin:.cg she.r.~ of the 

t"isint i.~"omes· Q.an be, s.e.<fl.l.2r~4. 

W.~titm. r,.f 1rd:n6?'r.itl eo~i$n:lefJ •Y b~ acc,~1lsh~4 

ldth r.oyalUefJ ed p:tef!ts t.axel!h ~eee ar~ i-mp{)1tta.n't 

l'$)lemeJ!lts •t . ,~ t~.t;ton t.n •~ch ocet.X't•-$ u ftn•=••1-• 

_. el)il.th Y•atf.~n of bus!iuiur-a priofl• $.bon14 bei 4•• on 

• equi;t$b1e baalth utgh p~••!vf.l: rat•• •hould be p

m:~ea ff.ti' ,e,1rsona1 itle~ 1!$Ut1-. etbents• the -est~eet 



ent.et'P':tl••• •ant to be e:tUJ®!t&f$4 ·will :bt: 4!$~cux11t9$d. 

Risks i.n ~•faat.\lrin, in e. 4•~.l$p1ft9 eo1.1;nt1:1 should be 

reC09ni.eed .. 
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"!?be ina~ dt:i.$t:l'lb•ttor,. 1d.tld.n devtd.o,in9 ~ouat.:rie.s 

h&$l eertws intp11o:aUons fo.lt' la~ tasa~ion.. ?:n ~ 

>.1tattw1t of p,$no:a•1 el(•pt!o1n1 and ld.aiffiUl\l tu nt.aiil ti'J.e. 

ia~e distx-ibut:!$1 will 9lva •~ .ind1catlo• of the 'tax 

coV$!"1.~ llt. 9iirert eJtempt.101\ le•e.lii and t.u :t:"ater, ... 24 Bxemp-· 

tiorua fo,: a !antily et f&\Ur persoiu, in Brazil (iqttal tea 

id.met th• natiti'i~Al. p~r o,1p.it.:• ltu:eme. la Chile e4 Pe.l'u 

thEi •- . t'aJ.Ully ui.l :r•oei v:011 pereo1'al elt:~t;,!vns eq1·utl 

to ~ty-five Umes th~ aft~lla1 pe,r 011ptta nitt!ual tn ... 

com,-. IS Ef.fecttvely lute se~ta ef the ~gmlatten have 

been •~cue4 from mak!;nw •~Y 0<11n;t.t'iti1lttet1. tto the s•ppon 

of th6 natioft... Eampt.!on le .. 1:e •tt mt.a~ . tag rahs 

wh1@ a1:e S$t without ~eHnee to a natioaal inc~ di•

ttd.butio• may im,u eitMlt cf two ttnde$,b:ab1e oonditione •. 

t.evel,s which a.re <too h!g'h may ta$Ul t. tn covciuiafe s;o thin 

that only the ver:r top of tbe t.n.\1~ nra•id is i-e.g\11J:11tt 

to f!l~ reitur•·• •« ,•:r 1:.8•s.. !lsr$ad eove.ra9e f~• lw 

1:f!Vel:& of exempt.l® nmy meaa t;h .. t J.ne01tes wblok ~• at 

i4'ti:l';u;,,,,...,..,. ~ "It.Ht """"'"'-i\\"' , ·v • ., w, • 



subsi1tertC$ levels a:tte ~ede.¢:ed to i~ay taJKse. T1i,sone~;lc an4 

polit!oal. mit'e$.t could ll>• tl1~ l.et&.•f 0f the latte:t' 1:i>~lt~:r., 

· it~e• Oil ¢~pit.al f$lft$ a~el oeApi tal should be su.ppl,e, .. , 

men.tary or l!!.tot1pletu.~$lt~ry ,o in.t~r11e an~ prtiif'.i.ts t.ll~~s. "a~es 

on ~~pi ta1 tainliil !ilre th~ tli;)tst: impr>.tttant:. s,.aC?l);latie;n t,n 

,~al t.Jstate ts tlie most l)lt\)Jil~.:t.a:e otttlerh for ~~vt~gs in ,1~vEJ1l"'" 

oping ccun·tries Md cap!t$l g$:1tui tu·act,~ie;j wci1ld plu.g th!.s· 

loophole,., Wb~ abseneQ of sto(;Jk e)iab.a.~.fe$ in· nlQ.st. <1G'lltlt:t:itd'J 

mean.a: t:li~te is no plt~filem gt~.rin.i;J out o.f taf!li.1niritles sp~e.u:"' 

Wea:1 th tffl;lf:.ati~'4 &ii d~velo:ptng: ec\ltitries im eOl.'l,£!.rt~d 

!,la..i.nly to !an,;. tilif~~Uve v~1:llatien ie th,e r~MJ.{\ll$ite tG 

m\i¢fiSS,fttl t~at.!en ~f l~ud. V~lni'.ti()l!i .!tJ veey· iil,:lfieult 

-vrban mark~t. fi.g1utes ~:tt• l't(')t available ~, ttb~t" for lan4 $:Ol.t\ 

or ~ala$ f1gut'e$ for tn~ p#tGiiuit:tlo,, f!:'dni · th$ l~1a.. U1;baa 

lani · 1s most $U.$eeptib.t~ to ta~ation and tit$ gr~at.aet 

Jl.iQa.tton (ZJf ~al-th '.ta~tton will prfllba:bly fall Oll !t .. 1' 

l.1Gi ~oftel~d~~ tbat a. number· of t:a:ic.es a~t9 a~prop~lntft) 

to ti pro1ram ,o.f edtJnomit develc,pm.QJat... '!:ow~ver., .¢Q11ecttons 

are c;h~oaieall.:w a}lQll't of' e~ps~tat.i<»n.. 27 filh(~ grea.tEJst tee.il'l~rt 

is that t1u admnistri\tt!ol!l is tn~deq\tf;J;t:!'£1 both !n :n\tntbe:r a;n.t\ 

~~al!J:,y,. Mitll!ke t'&~nds st~p.s ti:, impx:ov~ tbe pi.ct1tr.iu 

fl) ln<Jl:'e:as~ tb.$ ftttmib.t:r of ar$SEi!l$Glt~ and ao1lf'a(tkox-s ,, 

26iU.eks.; pp.. 104-ij!._ 

21 T .. 'b..· f! .... d.· ... · ... I.• "l Ai .,f.U;i. P• ... ~ .. 



11 

(a) Sp~c1~l e$ti~$GS ln ta,it \$~h:i!d.ques, · 

{b) Sp~~ial ~sur,~$ t:n $Qon.o~1c~ a11,(1 fi.na:nee, 

"l'hel.1e 1.$ · n.Q tha.t tbe1 adttitJ.erutl teGV6j;t\t'.tt~ · 
needecl to f inanee. dav~lop:m.e1llt, 1$ 1 . · r lyint 
~9:t'mattrt, a~d if lt eoiild ful.l.y tr l*ct~d, .i: .\~~;lld fO ~al." t!G jj·~$i~f th~ i~~, eVf!lfl ~.t:. 
1.;Jili'.ist.a..ng: ta~ :rat.es" . 



,AN XM'.fti!GP~"\T~tl SliL1'""""1JriFO'RClUlG Wil ·.~.v;1'llwcll'!1t1r 

FGll Ul:iilJ'.mlDEV!SM>IlliP com\~'R:t~.s 

Ob•~na.t.ien of the G'f lnor~ase~ i:nvest:l?le.nt for 

$OQno~i~ 4eve;,1~pin~nt agal~1t tb~ 11~tr:f'o~~a;t1e\Q oi· e~:isting 

t.ax syst.~•s tn u.ndelt'd~velo1}ed. e.t,u11tlt"i,ea ca:ttsad l?rof~ss.o:r 

llig<;1ins to :f¢tttm.t1~te !11ttevl'ttiMiJd, s~U.:,,.,.~id:tt)1tci!n9 tall 

$Y,St(lln., 

If in'1el:lltra$nt: is to at:i.a iaflation ~'\'"oiasd 

thl$l:lt'e t!l.U$~ be a ~t>r:rempQ.ndint {a'l;~r~~~e .tn it:'<li\rr~ttu.e.. . since 

«~v~toping ~oiint.r!em at~ t'~ely ~bte ,~ enft:>te~ a ta.~ ~f$t.em 

.affeQt.!velt th~y f..\$,p~t;ii\lrtlr Olle th.ait by it.~ '1~ry n~t~r$ 

¢&nllo'e b~ eva:aerl. 'il1t:,:te tu~tth~ll' to p:t~sene ifi·"' 

aentives !<Jr priV$,tie ~~de:rtfflkltl\9'~ that f;lontribute to ee.onomid 

g:tiO'Wtb" 

fhl$! thr~e '!f$.~~ral ~bje<:H::lv~ls. of th€it tU.gginsI pf;ope;sal 

at.<'tH CU to inc:rsaSte ~,v$~ne, (2) to aohiev~ a hifb de~Jt'~~ 

of s$1!~nf()~e:eme;nt in the a~ syst.•mt and: , (3) \o p:reserv'$ 

p:t"lvate if!<¢'H;)tit.1 V$m.. i'l1ay ~lte to $l~tt1.e-ved by ei@tic~nt~ating 

en less:ax: b11t m~rEt spe~ifio gQ~l$ .. 

~h~ is,l!;e!.fi.c goal.tii tt>f tl1e Hi.ggln,s ~r~po:aal, fl) to in .... 

<,~e.ase r~venu~ coll.et:t$tl, (2) .to .in:~r•t:;;i;a .tn,-1·~.si!'1.17'4tr!'t, UH 110 
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a .free ri;arket, eoon~my S$tt\1:rig. G()V~tfrunent wi.ll p.lan the 

ovi1tar-all !n"lfe.st!nent: progr'1m butt ill$c.re·t!on is 'to hei allowed 

~o pltri va .. t'i.11 ini tiat!ve in pitl vat.e p1rtj~~ts. 

i!ott to bic:t:fflase the f:eventi~ !l'lll a <iht!)~i.o probl~111 wi.tli 

a1nu::i$t all ,,1ove~.r1m~X1t$. Daal.t\tlg with tthe p:r,;;oblam. :eeqtt1J:"e$ 

atiktfn.. ria1s;i11; "e shar~ o'f :nat$o~a1 in,001110 taken by t~x.M 

at:ton by i11~r~as:b1.g t:ax r:at.e$ ~atses · tbe (.1tiest.ieyn h.0t11 far 

{$ !·t po~sible to pt1sli 

nation&:1 tn<Jom~ has been 

is '.b~s:ed 011 po:'.U.tlcal rattb~r tha'l'l eecm.tJntic gro'Un<ls.ii. 

1Prem:t~e :1..s thlitt ·~·~ tl1.i1a :251 shara is :tea~hed ~O\\lire:rfl.\l g:t'oup, 

!ti th.~ ~o~nw:my rt.ill fol:',~ goV,9li'llntt1ft1t te · :retre~t fr~ a 

pol.i~J t:i>f 5.n<::iteased ".:a~a~tiOll., Ou t:he ()th~l!t ba~d,. ltrhere 

pa'l\1tet:f,,1l ;r,oui~s . :muppor,t iGv~:tl'nm.sn'b p.olioy, as ln wartim:~, 

sttpl)ort. of a war effort, 

ef \&3:able ~ll!}ttO:t ty b) 

~. 

no reaso-n fol! the timJ.t: 

.of na tiona1 it:1;qon1e .. 2 



~&asU:N !ti.I to eliit'Q!na.t~ low yi~la · ~u:is;an<1e ta~4ts which al;'e 

eostiy to colie~t ... · · ~hls iaenas111 1tfi)'t :rieild · by· l0\1erin11 

·the . over""all ®et: 'O'f . ~ollectl,on .. · Th• a!Jttllt'e $.f direct 

a:ttd ·-.tl'lt.!:tnet t~•i1 t,hl~.h make ii.it •tfee-tt,,. -~ atru~t.ute 

-a1 be· quite differ~nt i.a •n adv'4tlCed ~atty as opl)osed 

to aa underdetreloped ~ne. ne~l~ ~ttb:1$)$· t.en4 to r•lr 

~~avily <)il dJ.:r,eet \ut)$. Wh:e appl.i(l!atian of- 41r•c~ ·t~Ei.\$ 

in ui\der.de·V$1f)pe4 coa~tr1e$· is limtt~d- by· the ··low 1ttvt1l f;)·f · 

!~comas • supply. curve.$ ft)f 1a'bo.r t.nd ~l tal · may -turn baoJt ... 

tii.tard, at ve~1 low !ticems l.$v~l11 ~ ·11.st#c~idve -•ffects , •l' 
<ie(;nlxr a't ~,ttte-melr 1~w ra~los: -of .i•e~ . taK: to inc01:i1e. De-· 

Ytlo'1l~t·t1G\ll'l'b'ie$·~allt rely on indit-11.f® ta~e$ (.aaua, 

et$.,.) but ha.Vil l•une4· t~ ,_built\ a·h.!t:b ~grte c:lF p,r~r-.d!;.. 

s.t vi ty, i:tc1to tbem.-· , . Whf!s~ type,tl -of· ta•Jt ·. a.l'e -NJ -4!ffi<i'1;lfJ: 

t.<, avoid · than 1U • .,•.(jt t.ax••, putie\llatly iu~<»aa1 ;tuea, •a4 

,:~lia~•, on them sh~•·14 bit eon'tbtt1f>4 b•t. · t;h tbe ·. lOrif r~rAi · 

the sw!1Wh to tU·re~ tans .f:iaa. be· ••4•.· : 

. StHf&\l!t,$;$ of th$ pst~i£0ffi!A.<!1$ ~f 'fA:f!t.:b:;i~l.tla:t:"$ ia 'ffiOlit ' 

4e111.tlopi:nf countr!t$s ~ . 1-.a tJ.uc~'s ·ay l!)e u3eful... 7.ia~4 tams. 

biuua.d on . th~ ;o\ttput of t.b.e 1a:nt1 co•1.a e~n:t:ribute to t!iqulty 

tn the tax .e;t,,:u.eture · encl !mp.:t<Wt · :,1eldt bu,t 'w,.)Uld have , •· 

«i•tncenu.tve ;eff~et .. · ,A lu.mp ·snam taa ft ·laa4 W$il14 avoid 

th$. latte~ ,~ffeot:,, ·. 

!n many caeu a·<:wlffilq mu$tz :ra:1f h$a.vi1y on !~3tt 

a:u:tttu and ·e~oa,t: taKe$· because of the pov•1:tr of· th~ tto

mestlc eo()n.~·.. A 1tu stniltittt)l!'e whie l••M ea tiles~ ta~• 

ts tm$tal>1e beca"$e of tho va1ule-e of the wo.1tl4 markeit .. 



1:he last. Q~s!dGrat:ioft of ta.iii st.:rusttux~ lias to do ,:d,'th 

the 1ave1s of favsr~wtent .. C0t1iatal and :toc:al tGVernroent hav~ 

different fu1:1etions in tl'•e ovelt,.,.al1 f!.'1~al piev.Ur$.. iicen

tral f!soa;l oevice:s • • .• &n~, a.1;lplf¢>i">r.i•te tzo leVjr tea~at!on. 

upon :lliajer c0It1pone:ilt~ o-i tuat1(S}t1a1 iru::otttt;i \l1hittb are ge:it:terlilted 

in • partioula:t geo,r~p:h:lcal a~,~ oit' $.~ctot: ef the ,eu,on~J • ,i 3 

LoQai fisaal fltoc~sse$ ar~ .t1eae~1ut'a1i,~d l~. .1Jnpaet. a,n~ bav~ 

~,eeial. advantafes in oa:itey!nt e>lltt p,ro:j~,Q·t~ at ·the looal 

level., admin.lsteri.ng ta~e$ wh~ltre ;;U.scrtiii:f.i.Qn ta ueoess&.li1f 

'tla11d valuation),' ana: c~ll.eetsi~f ta®~~ in. ki.n.d. 0r forms 
. . . . a 

e,iffleult to 1neasutE¥ (ls.bQ:tt ae:tv!~e!!t) .i.·~ 

·:tncre.as1~.f th~ 't~V~tlu~ :tnvelve.i'l 1!Jeeuri:i:ig · all ,r,a~n~e 

legal.l..y due t.hrou;h ~:ffilt?!en~ ··.ct$J-ll.isieti0:n and •i~e4'otts· ·~n-

· 'tl'u\n. the :heg.inn.itii li.abi.iity tiiutt evaaion is n~t a ,ia.yl~g 

thint• Ul t$.ine.$ ln the ayst:~m as:~ .intt1atlt>ek1:tlg and all 

pa.titles 'to· a t:atam,ti5acti.on havl$ adverse i:nt~l:'est$ .. · 'Afiy t:tnde:t:·'" 

:t'$PQt:tJng (')f a t.~ansf!~t10n W()'!(ll~ .,::-esu.li; in .~.· · t;,$,l,~ 

J.,.,;;..e A 
;.1;,;i.;l;&.:i;;,~. t· 



. . 
Uab!1i.t.y fo'lt . at · 1•a1t Ofte of. th• p&~lles so ~•=-e ls a s-e•l 

iiuit.1nt.iv• fo._. hea•at :report!nt~ · 
. . . . . . ' . . 

llffins call.e th• tl•t1 • ol«>••4 myst.- baaau.a• c:f tu 
faott tha:t all ,._. ia: lt bte":Lo•.· . 'lh• $J'$~ it derived 

. ' . . . . 

!JtetB • baste stt\ll•t.ue wCf:rtod out br M!oh.o1,as lta.ltlot.. By 

ac:lc.U.•• a penal . cta.Jt •• •--•• iaveato.-les ud a turnover tax 

Dtg91~$ aaieYei e c1otHHI •rste-..1 Saf~f\ltlNS ~ , •• "·"· 

11lcer.t.ive$ f~:r pJtiva:te •t.rtakiDfl$ .ab btd.1t. int$ '11• e:y$ ... 
. .. ; ·.. . . ·.' . . . . . . : -

te~~ Pri•ate. mld.er:tak.t.p which oont1d,but.ti to e:eoa-.to 
. . 

9:rowtb, Hlftins feel.$,, a11• worthy ttf apecial oona!4e:ra.tt.ion .. 

lnGenti•e• t0 pl'lv•t. '84eJt~int• uy .ha ut:111~•« !n 

a t.a1Jf $J$t&1'l ill SSVCi'!tal 'V~SI 

Cl) ttetluoid.•n in ttu s:a\e$~ 'Ibis ts a a1timulus 

to SipeftBin9 3tt4. i;.f $U,P1.le$ Of 9®'18 Ue fi•d 

it.' wo•14 o"ate tnfla1t1oaa~ pre:1r1~re$h 

(2) Slllt1eetfit,te · ta~ nd11otlon. 'there ah tw• ~

waye. • d;,o uht•. OM le · • al.low the· av.,ra1£n..9 

,ef profit• ov• a pe1rlo4 of :r-u•- ftte ho~ 

ls to fl!'Dt. •~t.iea fr• taut for.• J.1mitt•4 

pall'iod to,: a.- bw.e~t~ U~tH.", •• .ift:•e•t.-
. ! 

ment whi,e.h Md.• M ptiof'it. ww1a ac,t. be ait\$4 by 

thase 4evla$ a.ad Phfit mald~r111 bust:i••••• wou.14 

not ne•4 ~ea &ncentd:v.as" 



· · {3) lne~a$a c~ .-adllee tl.K r&'h~.s mebH1tt!1rely. · 

11ht• p.:tf$l~.ioiil! t.•es sev~al fo2rms-: 

(a) AQ<.$l$~ate4 ~:r· ,.e:t,onllffi! 4eprec!ii:it!.o*1 

1~ a11owe«. 
(b) De4ucrt!,!l>~e,· frem ·taxable lnCOtll$ ·are 

4retiitt~d.tc $fdia1 :te:N~S f<t~ 

fUt;\j,I:"~ ,~VGSU\t.\llt: htsed ln SWed•~ 

· .ga swi tgezt lW:1-d) • 

(cl tiim.1:ted p:r<t!1~t.l®e, of pni'of.i:ts to tt~· 

tued !a ·PEt~1()4•··$f ~nsilen... ttn

t•~ Jrof'iias tl\tm ••t be held ia 

~e fom of ~•• ... ·n(!/iffOtd.able ~lnt•l:'eSJt. 

be,ulng ll'.i:0114s" 

(4) c.natn taus ar• ~s,e4 t(> fo:re~ people to 

'take iuriliort to avotd. them~ A t.d on a11 

a$&:eta.i.s $ft eaart.i,t1e of.this ki:a4 of ine$2\• 

tive taxation.. kt.•1 •t tu v~ ac<JorcH,n;g · 

tio t.be t1e;1re• of lt~4i t;y of the as•e·t held" 

tbe bipest ,ratu ,,ou.14 a:,pty to euh. ~be 

ta~,ayeJt !$ 4i:verte4 fl:'• caah bal.a¥!•s •tt 

saviJ\\J& affonn.t• to p~o4uett1ve tnv~s·b$rd:. 

(5) Iitean:td.:ve tu•$ t:0 c~l it1u•a•es in ·(l)t.1t:p11dr..t 

ta) A st~tlda.rd tu le ~u•tt on Qei :it»c>a::ln$1 u 

out.J\tt. 1:0 that iat1,:eases !n ou.tpttt .ao. 
aot. incx:e,ast11 th• ta1t,. 

0,) A l't.it:'mp •• tuun: 1s ... ~••• on ~potr.eati$l **· 

outrp.t'lt., *.fb!s is. a tu i• iaftll'•• !l'S'a"t!.o 



.· ~cttl.y ~pp1!•4 to .. ·. l~t'i:d h,e,114 ta . 

· unoultiva,e;d s.te:t••·· 

1.~· Authorttt~.s ff•ttimate the· ·r,pt!!lfflnl. 

J()titntia1· p.:tod•oi!o,n of· a·.·gtve~ · 

aet~lf&~ 

2.., ue,s th •. apt:b•l productrlorl ts · 

i1fflf:ed t-M :1mne b optd.mal.. Gl'oa,$r 

tha'.~ ·. ~t:i•~. prodvci:ioft taftz,s l\O 

add! t:i<tnlil. ta~ .• 

(i) ·. toes linkd to tff•~•ent ~-.~r.41tt~ pttt)gr~ 

··. with popula~ . ap~al* Pn~~ ~t ·•ad b~114ifit 

witl1 the ta:~ patt · lti pe~$Ol!Y,al . saw!" in e• ... 
. . . 

stJtucttG• wiJttk . !tt an •••;,1~ of ~1'ltj ttJ.$l$ of' 
. . . . .' . : ·. ·. . 

tnceaU~.. $pi1!ttl4!l!IJ$ . ttua1J, :anrtle~ \~$·tS am4 

sulrm1 r,e .lneome t1ut•• ~~e "s•fa:i 1r1h~,:e ,:e<t•••• 
a1te abs$:nt lUld i!h•:r- !s.•vid•n~; .... , .. , expea

sd'¥1e fe:n!p ~ar, P•latial 'l'!"i~de., ()lt· $Ub""' 

: eun.tt.:t· lua~· Gp4md1n,. -.laf .. td.ve• t,-, ,avfl 

and to lnv•st •" i'.mpt;1:r!''llilftt. at«• in ttffi'liltrol1iag 
. . . ' . . ' 

!ni:1.atton·,. C•ttoh c;~ . .-iu,•ptton .. •• w'll I.$ 

ohet'$kS' on .hf,111rtlng, aid ill t1,b.eoktnt i'1if:l,atd.o:nazy. 

Pll'fl-t!!SUN$ .. 

Kigfi:n• ·t'i~5fgtlii1'd ble $Jst-em. tie 'b$ ~let.e1y ~1~••4 ·•• 

tlu1tt ill p11,:t!es 1-0. a ta::atltU1«!Jide11 aas td.'.Q:urd.11• thid •. r t.a.: 1!

'Abi.li:tttes only bf. $.C¢\tta~ . J"fl!>Ott~irlf'• this .featbe fteateAf 

a si.tu•t:!tm. t• wbieh all ·,anl$$.tiO a uaaa~ic,n lnave: 



adveJ:1se .bit:er•sts which M&ns that Eul\oh t.$~ar.f•~ has; a viial 

.tnt:e~ea't in seetnv. th.-t all those with whom lie ·aeais ,ria,01tt. 

tmeit> l:r«ttnsaotloas . ~!fm hlii &;C(t\t#at&1:,·. 

~ ~on•JBt.$ of the··.$f·st• ·at:m: 6 

(l) '.fl.Q:ti!ional in~ma t~ .(201 +),. 
. . . 

(2) Corporat,!<r1n tn~•~ ti'l~ (I.ft), 

(J) Gentutal &$.l.e11 or t.U;n.ave,: t.1*~ (1.-71), 

(.4) f.u on a11 ~,s·$ts:. 

(a) cae:h u ... ,,, ;· 
(b) '.8@1'14$ · () ... !II) , 

(a) Eguiti$t1? (! ... JI), 

(d) Pr$th1cttvc 1,;,1ets (1..;21) 

(.e) tlor:m.al lnventorle$ (!I) , 

UH 1ta:t. on eRces.SJ !nv~ntox-ielit (44't) 11 

(a penal tu t.o.8.!1~ou:ng(! hoarding), 

(6). t~3il4itu$."@ t.• Ct-1u,,,. 

(1) kllah ret()~t ~al~s ~ avo:!d t:afts @ 8*ttttsa 

tnvstlto~y .• 

(a) Pt>efits .::tt gt"ots s:a.1$$ - eos~s,, 

(h) Exc~sei i~v(ll:n.tory ta~es a~ ~.1war·• . hit~t. 

t.'1an s•let;'; tua p-l.~s !nC¢111$ tt.a•$ • the 

$lme ~l~ of' ,oo,,s .. 



mtd ~ia11.l$rt eQrnets r;epo:rt 

(~s:i.~il.'" $:Kpend.ttul\'es) $inete 

lt:;;WSt'· 

t101npnt..a.tton: 

e~J;ieniU,t.iu::~.llm = ln.,,, 

(4) Buy~:rs r,e1;11oi-t. pure.bases (lf ¢afita1 a.$ cci~t:.s 

avoid a tax $'U Qapittal 



(b) Se1l~lt"tf re,o,:t sales "o avoid exalisa 

tn,r•ht:Ol"f t:.aee· f 

CS) tagp~pr• .tn bi.f:h-tMmMl 1•-s,eniU.at b~aeke-tu• 

t:epc,rt ~••••~.,, $p~--atn9 to low•sr tlhei:r !m

~ted •a:,1'41 41ain,s th:u.s 1weli."1nit theb: t~ule 

i1Hiomf:. ecns~it .,_nA!nf also 1oW:J:'a th~!li' 

~sets tu• lmttate4 iM1:~ue9 b oasti ... 7 

S\lc"s•t-1 eva:d.oa ol -.11 ta$$ la Uhe sy$ta ·ooula 

oo~ ta $\lf 11:wc tut.aaceaJ 

(l) liluy.tnf fc,od& o~ a:1iuietts v!thout n,on:in.9 or 

dete•Uol\ an4 ltdtfait ~•11.!n9 w·tt11e.1.it Jt~t.ilif 

oir det.eottn. 

(2 > a.epo2r1td.a9 fal.se sai.s ( to t.ve1d. lnvtuttfl>l'f 

tu~,) ail l•t• se11iftf 1Jifd1.f;)ut i-eportbg 

or det.eet.ion. 
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tn the tir$t. o.as• if ,h$ 10• a& !~rts, thay wmtld have: 

to '.bill san1•« htit1ata,1e eutou noord• •re ea,d.1:r pf.lUeed. 

tarp "e;tal• dom•etlc plt'odtt•n 1u1•a11y ·b:eve Q<mpl.ete nGode 

•4 tiiey· will t•••ra11r r.ot rl$k vt.1,letlnt' i.n~ t.u laws 

i)y 1\ot ppc~J.n9 $&le•.. lmal1 ctcae.suo :p.todll•rs ~f! whot• .... 

ta1&!:$ o•tsl4'e ~h• iaffM tu •ys._ a.are t;he ~maird.n.g 

,osud,b1\lt!e• a.11 areas of •vut• and tiuuui Mtll4 he pol.1-4 

by •~le Jhy.si<:al ••••· 



since ust it~ at& t;;t)O. b~lkf to be 'l:d.d.4en !• large 

quantit.tes nd st<tr::11911 alway• !hiw1veit a do~n~ of s~e 

ld.ni, w.anhous$m~ c£>li14 be requb',e4 to :repert p•aricdl~ally 

all goois: .lb thei:t! · '«b'th fhf9S1! J:'tl,O:tttu wo~ld b~ · StEmt to 

the sta:tlstical au~tm.oti.tt$:$ .. 

Se11e:rt$ whO a:eslt'~ to luiV$i a · sal• go unr•p<alt\$<! weu14 

bav• to •mpensab:11 1')w .... lnc~ buyer• for: the 41.ffe,:eru,.e be

tweet:n 4S!lltpendi'ku.i?ie tdee a4 tl'm t.d ~ cash assets. Bitrh 

J:ne~ buyeta would ilf.-n.4 ~~tl:otia fGJr the in~e tu 

en i:mputed capital gaJ.!fls plus the tiim cm <.'fllsh, asset•. I 

capi~l gains are always a !!Etl.lfldul. Any inc~ which th• 

·i:npaylltr edfiot &h~ u a c,:~h as'1&t or as hav!~g ~n a 

eons~t.ion •tv$nditw:e ta ta~•d u ~etp.tt.a1 qatn:s.. s~1e 

~dks oa bank $\a'tz: ... :at.s wult tighi:• $.11, r<Mlad enfor:•e

Mnt:.tf 

Bp•ftlatioa in p::ri~• 1'1te$ <,ti ~s i11 i.n"•ntary is a 

common phena.noa.. !'ht.i !a.-en.tory taa i• dia1.lgaed t:e control 

it.. tteita11ers · mllt;f b~ t~t•d .to ·r•po,:t, flet:l~lft$ $a1ttJt, 

pay salt1a $'16 .tn~ ttu•s 0n th•.,. ~•n h•.ld th• to~• 

wtthoet payug th• itrYflnt.•!tY t:.a• 41\d ••111~; !ate!' a.t • 

hi9ber p:r!e~ ,d.thout l'•portitJf th~ sal~,,. 'this 1.nwlw• 

-.11 the uual probl$ttw .0:f · tea~ ffa•t&n ptus thei pro1'1em of · 

ptiy1ie:all.y h1.iint til(I!. ~4flt. t>a~n:t woult. be mtJ;4•· t;,o in"" 

fo~t& whc, &1.4$4 ta #ftt:Oft't!l\J tme t./AMtl\i ~vad:erd. 

8 .. ·. q-. Ibt4 .. , p.. '5.i.,.,. 

9tb.litiii , p.. 12,. 



. . . 

A M11U11l arOl.$: bl tm• sch• · ts tthat .c>f the ltai!ia.,. ' ._. . 

\·, . ·• i 

tJ.e:al ott:le:•.. Dael\ \$Xpayel' wultl h~ give• a eud &rMl Q:~$ 

1'.W\lbet".. Each time he is. a put.y t,Q a at~••aetto.n,· il 400\'l• 

mentl .ls t•n~.arated wb!~h ts sem,'t t.o. the;. luatisrt:loal Off!•e 

wtiere en'tl!."iM a:te ma4- to ld.il fil•• . Computations ,,;f t.ax 

lJ.01:11~, ai:• ud• by th• ·s~atlstl-•al O!fice. '1'hQ 'tax 

.fllut.ho~t t.1$s. hav~ the task of of!)l1•c:tU*1f 1m$ tu aft$'rl tJke 
. '. . ' . . . . 

"Mpaye:1t1 11 llabllit:, l~ ••t.l\b.l!s~. All ia,01:tet. by ... 
. . . ' . . . . . 

prr,<ihsct of th• ·syt-t• w-~1d b• . the ~p~oveme~t Gf •~-c..ie 

$tat!stiea.. Nation.al . iD _ _. $:Utiettae w,;m14 be mate a,e

ouate ~ NH tteafi!J.y &fti1$bl.ta,. 

a. ~- n~irs· ~14 bi'h •••itn•d muet. tthe · $-Ga as 
·, 

soctl•l i«u1uit:y a~r1·. al'• uat1~d ta tbe United st.,t••· 
,, fteqr ,e~Mtt eo•ld S'Ml!tlt~ ·•• Ott simp1• applidtitttoa. Ul 

putie.$ t. a p,:ope.t"t;y t2tai,fer •ttld ~- r~.f.Jt~« te tU.a . .:. 

elose 1mei.t 11-.bar,a. ly btu1:lecktft9 -~es on in~ .. , 

"apital, and ... 1uU.ture. lt be,o.-a vital to th• ~r·~ 
). . 

ed.on-1c i3'.t-e1test th~\ a.11. tt""bsactt~ru, .i~lvbi9 bi1.1 be 

ate.P<l"'ted acoua~~J.y*' Un6$1':l:'eportiaw of tu•cmt1t 1'N)tt14 1e..-e 
.. ' ,· ,· 

• t.a*'Pafer wi'lkb ae:gplait11Jj stoek• cf capt ta1 · o,: e~ntti t:ur•s. 

Vn<le#!r.ep~rted .,xpendl~s woala. •w:>jEtet hi.a to hithe .. t~es 

em tao,,.1u11t4d. •api'tal ~~latJ.• Ol' fo.tr• u4e%r11pol!'tiat' 
. ' . . . . . . . . 

Gf Jbi~ in. 'wb.icb cue ~ 1'$oPle wo1114, N 1nvo,1ve4 a« 

!tt. ha.~11 leiu, likely t:ba-. $'Udh . t•~•plu l.tamsat11t:1on.sc 

eo•l« be ~•pt••~,. 



Cc4e lllumb~a wou14 make 1to$1ei;r b ch.~:aompaby 

4l;v.i«~d a.a •han r$:•OJrd• .agal~et ~-!?0~1' of $\ldl, ln.,. 

•• by· tw!i vl8.ua1e. ·. , l?'wr·cl1a~.,JJ; of je•lr;i ti10ul.d bo~~$ . 

ia.aown .. an4 tt wou.W be~ po$tdh.1$ to .ch:ectlt · o~ . boQt'ds of 

:tw•lt"Y Md ·ff>14. · Papi!Jtwo:rtk t.,01.1,14 be· heil4. to •J)apeb.ls 

J;Jropo!l't!on.$ _by ~~ting sni.a1:1·· t.1:tansanl¢'1!la. .Whe sw«iah 

te11t1 $fttem provides $: world.lit . Jl"~~e4"nt f:ot the use r,f 

~$ r.t~U-$ 1-'ttd it1t$.'l'loctkhf·~-. 10 

· 1:1te. advant:aigee o11d:m~a I• th-. . st911:lu p:ropc;se_l •N 11 

(1l 'la.a l:'Gffit.u• e:•n be: . 1n<$teued • 

. '(2) :tnvti11;t:ment ~ be .i.n•wa$.a,1o 

. (3) lnveatmmnt mut tHi ••••1(.tr.1 to 4es:b:~t1 p.J»j'.$<.11;$,. 

( 4 > :t11:!ta1:;ton, •• be ~uo11e4. 

(il' Xl'l<::eai:tve$ ar~ p~eeifd,1te4 for p.l!'!Yate \Ulde~tsald.ttfl 

ef.: a dtlvel~n.t: sa~u#e. 

(6) 1~he qst;m £~ to a 1al'~ degt>~ s•lf"'"~nfa:roh1 ... 

~be; ft,r.st $.J;\d se~(ltttl it~ 11ie olo•elr J?ala..ue4 ana ue 
' 

t:o be. ach!e:Vf.ld t;hreu1b i,:ic®te An(d.• to a larg~- ,1utte:nt.!' A. 

p~lttl4'-na1 ltieme: ttut at pl':Oft'Q1!ud.ve. ,tat~ui, b~•~(ll1y .baa~d: _. !S< 

th$ first. step.. A f'lat 1raQ oorpotiat!w tneG• ta• i,s tb'1 

ruaeorul lltep, •i~ llai:t>aaJ1y baam4 ;salAt ed "tll:tnow.ir tmttHi 



bolsteri1w.g t'~~~nu~ <:1olleiz:tio:ns 

to effe¢t1vely 

p:r{ ¢t:tlt:y. tl~v$lQpruent 

t4!'t:rt~$ .. ·on. all a$'!$Erta ,91tb 

boldl.ngs ( low risk) ~.re 

P·Ja'od,t1ativ~ asis$1t . .s (b!g<li~l:IZ' 

ri~k;) ar~· s1tbjeet 'to th~ lo,1~.s.t. ira.'tt$s,. t'11e ta~tHl~ ha$ a 

r~al a<t1,van..tag~ !n sh!ltin~ .ftzol\1. a emSJh po1ill tlol'l t.o a PX~"" 
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·t:ota1 tax burdel\\ (;)!1 a 

m::asi11;l2J !Jtt the shaJ!'e cf in(;fom• 



of inC?oma.in the purehase of·equfties· wh!oh h1alp$ eatabliSJhed 

:firms .·.:finance, expansion tJf pl.~t: atld $qulpm~nt: ... 

· Undisolosed·st(:)(:ks -of CU!1"11'el'i'<:iy ·aN difficult ... to -contt"c:,1 

but .by 1:ttreating iacreases in eash · hal@ces as 'a. rea,!dual·, 

trutable as income olassif!eu as ·oai,ital gains, .the t.axpayer 

is force.a to buy seeu.1d.uies. Whts ·all.riws h:bn· ,t<, escape 'the 

Stuth. a ·devic~ aids ,1:n·· 
' ' 

.btd.l<i!ng· up a maitfket. in g<>ver.nme.1lt sieour!ttes .eiu1d prov.ides 

a broader· ·base fo:r eentt0al hattl<;:. op$n market po1:ley. lJ.·. 

··Tna _pid.nelpa1 a1~advt1:nta,e ·()f ·the. system app:ear~i to. 

l))e the l.lke1ih.ood of· tnt.?te&4Jeti· c::·¢$ti ·of enfot'cement both ill, 

money. te;e,nis and manpowin: cemmitm~nt"~· 'fhe !nu1teased QOVeJ:age 

<;1!. ta-xpayet-s alone -will· ;reqttil1~ si,ti:nif!eant: amounts of 

attention. by th.e .·t.a;; authe:r.ft:les .• · A large1,t ta1i: staff w1:11 

ptobal>ly '.be the rest,lt.~ . '.fbts m:emuJ that a 1ar9~:r share of•· 

the ~V$nue pt'oduo~d w11l be · n~ed~d · te def.ttay · the cost of. 

its oollestion .. 

· Bigg-in$ reeegn!ied · th.1~ p:robl.e1n · and hopers · to o.fffjet 

i1t itt two dire'.~t;ians, :first by .iru::1:aasing · revenue colle~te¢l · 

and second by .improving the l.$Ve 1 ·of• ta~payer ¢:on,p1ie.11oe by· 

increasing · taxpay&r etH<itaet with the t:aid.ng autl\e.:d. ty ... · 1.i 

in~otporati;ng as ntany .aelf.,..ellfotcement feafl:ures · as posslblQ' 





l.ay$ of t:h~ ,,,t~~l thy 

deviGt~e. 14 

It 

all , . 





El\ite:r tans ••~ tilteetly with ou"put Q4 ue an ineerdd:,ve. 

to ea,u4 prcxb.1ot'J.oa.1.'7 umte.t· ••t1h . a tu 1\0~1 p~u.~1$tl 

·eapac.lty. is ,u,tt$bl:l~hed ad. the •~1i&ati.t• of ea~ot~y 1JJ 

1$l(cess e! the · nomal · taoue • d4$.k!o~~l t~ •. · 

, 'file s:1,.,111·1 ay&t•m •~ to o(f•• a mxtue of· ta-$ 

whieb 1., ~i\1-~e4 to av~!4it etAt•••:.1:¥'.$ .£af1~•~.•• in ny oae 
• . • • ' ' • l : '. ,- .· . .• '. ,,. • • 

tU.re~<ti1tnjjJ l'.a th:$ MX- s•(!)tio• the fi•W$slo11 wi.11 tone • 
' ·,. •; , . i , 

a talt $yS:um ~hich .bea1ts •any •.:bd.1a~.l'1~•. to: :th& ,lf!g{l.ias 

pt'Q}llf)$$.l.. fl- Plf~alt Of ltt:1411:l>lt, th.& :MtUtCI! ot ~, of 
. '. . . . . . . 

B!ttitis • i4fiU, W@J!"Q ti!il\ll4 ·to ts.sh!on ,~ , t,m. r!IJ"$il• \\)f India 

••4 we ~w •e•• u took iii it. ae t~ $tl.~f eki•tlilf p,reto

typs.t: Gf ·~ Bi99ias m~l .. 

,. .. ,, . ·... . ~1· 
!bi.4 ... p .. !iii''·'· 



Nicbol1!1s ia1dot" p:t::oJile)$t!4 l!!!itt !:ntll!J~a~eiil t:.ag 

t1hieh :tnelud~d iiln e:1t~r:1.ditli1ti,r-~ t.a~ to tl:te gov·t:?;:t~1nt1·11,t of 

:tnd.iai~ 1 Qf :t:tall.Qte 1 , titl\ttit'~ · J.11:co~~:t~te(! into 

tJon,e: of l\ald.or * s lt~t1o~ertdat:i.~:t1$ tiut; ~epealtM! tta ~~p~n· ... 

t11tut~ ta,; after a brief f:>erl~d. 'l!'h~ tea~ mystem Qf :t~~:ta 

and thfl Rig9i1M; pr'Of1~sia1" b.f!!ith llnil$:.l dei,eeftd~nt;$ of 

'.lltaldo~• s ideas, diffQ:t* in w.a~y t'$EJ{ie~t.s btit thei1r tl~ltf!l'l,e:r:t 

f.$at:ureir$ pt:avide sotne int.ette~'t!.!.i!lt'J ecia,ari$(')ti$ .. 

1fQ~$$ in :Cttd,:i,~ Wiay 

1ng$ ,., f:he$~ aw:rt~ 1.: OJ ta~~s 011 

'" a»d CU ta:x:ee en t.i-~1l$',atrt1e:n.s .. '"' 

1t<l!oho1~a . Kalrlor, .... Ind~Jn 
:f inac11ee, l.S)!iil';-·'ji" .. 

2 
lluva~~ 

:t ind.lit$'' (E'tos.tQl!l i 

37 
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t'h$ tuo-.• ·t.u 1\$ app1t•• it~ :1N1~tduals 1:otu1itt:$ of 

1·.'!"'_,.,._--· ,';,,!!:>• ;.,.~Jt n,,,.~"'!"&r.*l'i"' , -~~.L.t:,-. :""-":' -.. _..t:,_A ~t.. _.,. .... .., 1""*'"'1t.iif<4f ._. ll'!t'li#Wl!i..P.., 
~W-- li,i,M~ ~11,llilll;;I, lil'.,.,..,.._,..lil>_# Wlj.!1i,i,lfii ,,,..,1, wH~w.4'iJ .•-Iii'-• "lii''l".-,"""'Q. ~~- 111'·'°"'11if!~ 

u.ated rates.. Xnoemi if;,· (1C~o~tua,1.ly -div!&l4 in~ s;J.x e4:ltie.-

g-cn:1esi UJ incoae f~ .sala:ti·~s;, on int,•rest. ort 1;1.tou?titJ.e•, 

(J) il>iC01'18 f~ property, (4) p:tCZtft~s $1.td gain• f1tom a 
' .· ' . . 

kiills!u$s, ·p~f(!$td.tm, er VOO$..'t;i(;)!l!;, (!) !il~ _fr• other 

ac~:tces; ud (I) "apit:al 9ains,i, _ 'fh•- 'fl'OUpt,,.,,-1 ar• used 

to apply ce:rtab -tul&s .. Ml ~$ptions. Al~ ie:~ :is lumped 

and tued. on a global· bast•.. -!!ates of in• ... -tuut rang'e fi,oa 

51 @J'l ifl~s t'JI its ... -s,-000 ·_()~ .lesa· to 401 .on i..~e-• e•oe.ed!a1 

aa.. 70 ,.ooo. A~ at«itt0:na1 6$1 i:s ~efed on ~he ~-- by 

whlah 1'b~ beo• ~xct".u,dEi lfh :,, 1 OGG. a Coq)&rat~•s •re ...... 

ject·t.o.llm. iM~ ,. a.A •u~"a:x t.11\ ~aeh of th~•• 1• a 

flat .-att~. eorpo,r•ti•n• are alao 1.lable, und•l' eetetai~ 

~n4itioft.$, fore·, ·c:u adtl!t.1onat gx-14\1.atea •:,~Jttsm Ol\ d.ivi-

d. .. tids _ -in •f(e&8s ~f pl'esc:tri.M4 i,e:tfl&nt:ag.as of pdd \lip aapi'tiil., 

(21 a 8-pllta!al BllpelttliUfl 011 id~oc~ d!vttena::1 an4 eaplt.al!sat!&n 

o-f t;t,a\~nia_g$" a~4 (3) a fla, #'at:• s-,e<Jtt.aa cm utU.$ttt:1butd 

J:ntfits, 4 

' ~~$ &n capital !iu:1u4e 1 nu 1antl ~--\'le,,, (2) the 

net wea11.th ta•,, CJ) the •$1!at11 tu, anf. (4) the tif:t ~-.. 

1i~«11l-a .tnv•1'tznant Cetit.!'e,. ,~
-D~l.h!~ Uni~ India Prese._. 19'6$f,'' pp.' 



' ' 

Xu nt~s:t eqe~ 1ud .rev~~u• 1,,. ttas•d •• the' ;aftt produce: of 

agliii,"ltural: c.a tb• nas~aab:1• ·.reft'tal vstlt• ·of non~ 

.· ag:ri'.Olil:tu .. $1 1.a •.. :La4 #GW~- 1~ ·~·j•rvet .exebud.velr 

t;Q. t'M ' ~t&i't$e$ by the Cf>a$ti.tlJtziG"1 of !t\lU:.$1 * lreW' Q,f ' tht, 

.stat~t.1· · ~~erciee th• pow~t to.· tu tu.cl and tb~ i~Obmf& fl"a 
' ~ . 

· 1 t .. · . Th~ f scei'al . 1»co111e; ~· · does not ·•:,Pl!' t:c·· a.,riou:l,ttua1 

!~~-.. 

1'1$: t,a,:r;: &n i\et wal~ J.s b~sa4 t)n. the total 'Vlalu$ of 

$11. i.'t$~~,., minus debt~ era ~<il date e:f 1\taluat.toa.. ~Aa•••" 
iJ1Qld~s e.l:t pt>()p\\'ttty of a.-~i'Y·'.de"iS•i.ftion, l.,,ow~ver t.h•.r• 

· .a:ta e~pr~ss ~~n1t1s-:iol'.t11 f:rom tha d•t!nitlon •f 1:u.tntttt ~s h11 

aii a1i!Ql:its!o~$ ft'Olt t~;g&bl~ ~1e-alth.iji, · c~on1y a.ei!ned. asi ·tu· 

.,._\.elm· .,.,,. ..... ..,, .... t.... ,...,w·.;. 
lill!1.1 ""'' ...,,q~A,.-~. -.e. 

f'lt.loAs" and (!) oorpo,:·ate ab."~·$• .~b• l.ls\ of ~$tmap\ pvci:,p ... 

e:rey 1$ ve•1r:1 long and imt,l\\4-e:s 11 5 

(l} co-pat-cenil.~ pltope.t't, of• Htndu lilh4tvtae4 

twl:r, 

(2) M ht..er:f!st tn p.-o,~y efl•n4i•t i••s th~. 

s!x ·ya~$, 

to t..and,, b~.1.t.£•fs, and <>tb.•t as~•tz• \l~ed tn 

a.9'tidt11t.nte, 

< 4) 1>r:ofaa;$ic11al .. tdJJ$t$at ~ • •aid.ffltlm of :rts ~ 
' ' 



-. -_ (SJ !_n,ree:t~t in n• aa4 ~$pat:ate units of -

tn4,1at.:tial 0011,.t.at.tom.s ts.,· tmd•~ etn:tatn 

.uondlt:io.,,s, e~$~t ~o:ir fiv~ ta.1' yea~s, 

,CS)_ Sb~,:-$s of '1ne oorpol1atl•lf); ~~-d by -~otllat' 

corporat!lon, -

("1) e~rta:il* g-ov~.t7'~e,nt -~¢!l:i:r:lt!e$, _ 

(8) -As.sets '""et· .t:n seientlf1~ 1tea,ea!"ch 1 

0)) .Pat&llts· ·an« c')pJ.:rigbts, 

_ (10) An:n~i t!$s, p~nial~e, i)roviliQnt fuoo·s tnd 

,.~u~&;l\¢ie pol:to!iti~ , 

_ (11) P1t:0p$rty held in t~~t ff!t# 4ba~ltal)l$ or 

Jte-l!g;i<Jus. purp.0$-j; 

(12) - lli.$Qtil!1l-.~e~s pertsOf,ji:11 tit:4h)iiitt$· i: 

(.a} '1eweley -ta ... ma~itium ,r,a1ue; -- of · 

1's.. 25,000, 

(b.) Woi!"kl of $.1t1t# 

(.e.) . He!rl~• ¥ 

(<!) flt.unit~~ a1d otbel' petrslt»is-1 M« 

i\-01:1$61\014\ ft$~j, 

(~) A alnglQ :CUJ"al )iesideli<t$,a, 

(f) -P~~pt\rt:y :u,u,~tve<t ae • •t""ltf>rio'1S 

-:awua. 
(g) Ani~1al$ .. 

ee:rtatn. of th• e~t10cn1 are meut ito- b• . tax: lac$t'd:.tv•• fo,: 

e~n-1c 4~e~p•itt. Xtcntl (5) .N14 (t} •~ -$~aunpl•a. .. 
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ae·u.ni!J ef wealth tu. an fi'UUated f,rom 11 to .2 ... 51 foa: 

ind1vtauals lft\b. a•t WtJ.alth tu·tee~41af ls .•. 100,000.6· eo,: ... 

,or•tlo~s wi:th aet wealth tn ••••• •I: a~·- 100; 000 ue bK.fMI 

a flat o .. s, on the e2toeiuJ. 

Wh$~e a:ft ,ev.:l'al a.1.l~••• au IMijw;stMttt.s .tttd.litst: 

the WfM'lii.th taa. Whe '\w~ ~t ;!~naat · OJ\~• are ~• sluur• ... 

h«.14ets in crro,:p$ratio~s a4 to hs• eo#poratd,-.. ~ . . . 
. . 

edjus .. at. a1l.owd to •h~h(;Jl«lera, is 4le$lfMt.te ud.t!gat.e 

the taffect.s ·of 40\lble ilaaa~!• ott oorp,r:ate sharet.,,. Cot·· 

po:ratiol\fl ·wb.i·Gh :sltow a e,perat:i•t 101u, b the :r•alt' .i\ll7tl 

allow-4 a ttlli\cbtni.oa o:t wtiia1t.h taa whtell uy r~s\alt i• wtero 

T.'be e,stat• t.ax 1• l•rl•4 - ~ •11 p.r•rty;, i:atl.$l'~st$,. 

u.4 powe1:• beld at. death .. • M"te11 0t tatt lurafin a.t, 41 on 

est.~•• with. a a,p-,a:te. Yal~• !a •~•• of:·~. 50,tUlt. 

Values in ••~•t1 ct>! as,. 1,000.,100 ••• tue4 at a rate of 

401 p1u aaa add! Uo»al ISi of t.'.be •~••s over Is.. I, ooo, ooo;; 9 

ftui.it'e aM two 1d.;n4:a of •-u-,Uo• .IA oomp\ttiiu; the Gtstat9 t:M:i 

11.l:rtJt, ~e:re .-~ ce,rt•ta· ~l!••• o,f pr4'petit:y which ~ ~ot 

!acl•~a 1~ the ••1ta• foe pl1~••• · of the tu. ~hese 1n

dll4tu (1) r•al ,~.,en1 1ocat•4 •tttsl4• !ndia., (3) hotuu,·· 

h.el,4 t:<>ods, (3) wuk.~ of ut, (4) all p1t:opert.y of a ... r 

'x•ti•n .1111rEHi-.ent c-•tt:e. ~, llit 
Ul4il.' , ... ,..,.,,. ·:-~··- 11''li.i)I., ,r:;,v,H J~ .l(jt1llai.\1.u1>1,t,tl~$'"1 r 

J!~-;~ ~., ~z:~.!(!) I b@£a, p., 417 • 

81ad. iM XJ!. •• ... •.tt•nt Ce.nti,r•- Rftl! 60-Gl .. £<'{··~ p ·. ,Wh~ :)'r'"ft'' 0 i1'jj~i!I! ·l.!f(P'H, ~ff Vf,r 



e~el'l!pt: fpQro. t.a~, rsJ'h:'.ts .tn.,l\iltrs; U.) fi.ftr;t;l (t;o •ii. in~bn~m 

<Sf ~a. 2 ,,eo) made ~. f~i." pttbli(t e'.tHi.t'ita:b::te, 

ag1:i~irilt111tal lattd, 

• 9 :tn :tntb.~ .. 

A ritft. tax !$ levtett ~n t;alflab1ia itftm, val'&l~d· at 

:tnor, than 1tlii .. 15#0001 mt. l;'atf!ta glt'adl.uate:¢1 f~(Jm 51 to 4,0t .. 10 

!l'l'le 40% r•te att.(ll~h~, tc gift:$ 

An adil!tdG?Ial 5fJI t,f tkbt$ ~~:ee • ..,,J& of 

Intlia~ tat<es ~. Tb[.s g,t~up is ooiip~"S$d 

~:us t'1ltlls dttt! ima , and t.he e1r~l:\6.i tll:t:e 'ft:i~ ... 

10, ... 01. 

11-59. 

" 



ete,:t;r!altyt. tQl,:aeeo) , · 

f!) Goodii 

Rates of tax :it$1,n9'e flt:c,m Un(a~r t;t) mo~. l.4% among 

13 t1entra) . 

.. 



p>:i0($.,. •. 1:1b~· eent.1n11l 9ov~rli•:nt · !11;Po,~s O$t'td.n: ,t~.str!.f'J.tion$ 

•n · &tu\te · tuatio~ ot sp~f2!a1. <1at.$9~i:ie'$ , ,of· :ataw, lllllteri1ttSJ •*1 

t:n• t.uatton cf · s:ale:s· · of l\tfW'Sl'*Pers: !$ p:::oblh,itett to b,ttb 

.central an~ ·stat.e ,rovEi:~ts.bf·th••ct:mstttu.uton. 
· Stamp· d~utes. ar•.· tni.po.$ed tn:m.ourrent:ty ·1,yJ th·e ®n~1ra1 

and . .$tabti gQvesz:nmetit.s\jk,'.fh• ~t1ta\190•ern~ttt· ha.s•al••ive 

:powti:t · in •• mat:te;r ·0.1f: :t'.~tee ~a blll$ c,f. ,uichange, c.11:eolts, 

prom!.aso~ u¢;t$.&, · bil .. 1~ of latt.inl~h 1ett•~$.•·ef d:tred.!t,. tn~ 

$\U:'!iffllW po.11-i~s,· t:t:ilt~Jllf(ttS;.'6f. jl1U~$,• .d:1$be11'bW!~S;,· .. pr4Xfi@S; 

and. ,:-e.eeiptis. ,,oo e~a.uN ha\\'$ .t.h• powe11 ,o $Elt ·l!ttaes .,on 

$'1\~:r ·non~julttc1a1 · do~nia... . Btri:h' t!·t's:tti · and t&1'tr~1 · ~m· 

•~u ue for'kd.d4~n by· ·~ne Cii,¥tefd.t~ti~ ·to ttatt · :}utl1e1a.1, 

4o-n:ts.,. 1·4 · '!'he· t'on"1eal w~-n~nt st~ ~ ·· :b; eollecte« 

Bd lf&tal.ne4 ·~ the .ait~tea,. 

l!Kctse ta;x;•$ .ar• t:$1lUrtt?Vfli to ttba <,,eA~J:-1 gtw"eJ:inr11e.nt J)J · 

cnnst,:t:tuUon.~l ·provte1-., .. · ~ii.~ pl'ov1$i® ·.· •J.tooat~s p~.- to 

l&Vf: ~~oises en ~1doho1i,c, U;~t,lr.i ·~ aaxeot.i1#$, . not wuat 

·ft,~ '•iicinal '01ir t.o!la;t Jrepu~t!•ns,,, • : tM: atat~s·. C0n~al 
I . . 

govia~1l-t l.~vtes ·fJ.>n alcoh(il aa4 rd1~00,t_lo$ .:n eo11...,<rte4 ,am! 

nta.l.~SJd by th-a at.at:«Hi. · Ill otbc!!' ·e~c!sthiI ·.~ l&vted hy ··~ 

oent·~a1 tove~n.t .. · Solt\$ g~ (Sl)eb as ~ba~t> •4 oo .. ft~u,) 

li.i:t>~ tallied at· .. ~pee.if!c ,flat r•tes ,1hil.e .othar• · (1ti$'419, w00JiA.,i 

tab:t.i.es,. footweat# -4 ~l•~ie bt.t.u:ttos.) ue l~v:!.ed at: $4 

vale ... :tlt••· A ·251 ·sh.a:¥$ of: tl\e p#oeeetl$. o:f' the Utt•• 

e111H1Jted ita d.tstt:-ibu~ .~r:if t.n. •t•>1•a, 

14..,,!t...ii' A · . \i;lA . ..,,., 
.W.~A.G•· f' PP• ~ ;\'-Ill, 'I ti· 



A V,';,\:t!.t)''CY ·of,. tf-e~.ial ~ .. 'l,~JZ,tll!·l@i'® 

d$$;i.g,1atea. ~O'Ods ·to 

J\ ra11g~ 

·that illt~ SUl);j®C't, ·t;<:> 

O~e'Jl:t.;, · fai,0-wwaar I lo I 
lt!J 

ad valo1rein .. ·· · 

l\tirt..ea ate ge:nera11t 

of pl~~tiful de!.ae:stie ati!o~s 

i'or ~xa:r.:~le ., such ]li:to&uete 

r~nts, sple~s ~ner itoiz~t' v~biol$~ .&c.re> 

-wai··:· ·····;,,t~, 

16 ?'"-.. ·.,; ~.··., .. ,J.L'.t.Yi" .I 

17Ibid ... " 

't~T•.ot11\!f'l'j!::t·~ . of 

1$ 



The e~pe11dJ:tturem, ~" 0~e · of ·t..11e Unique ·J::et:10 .. nda

t:tens ~a&a h;r :kald<,lt,; was f:trst: · levi~ in Ind:lii.l ta 195.tl. 

Kal~t- ·~,etlo~n~d · an ia)f;,ectti!.~Jtss tea ·on ~•• · g.3"o~: 1.1 

(l) it pi:ov.1ues a »e'tttsl:l' -u1:1:r~ o'f·tuab1• capaeii:.Y than 

an i\\~Gme ~~, (2) · J/t · prov-ideti" ftto:r:~ · biiitentiva •f<:ir saving: .· 

th• an ~ueni:$ tu:# antl (ll d a;Jmrt o.t· au :tnt.~gr~t.e4 'st:stt• 

it; eou.14 ccnta:ibl.lt"e to· a -l'~ rd!f6(1ti- adtd.tt!$tratd.on of . 
i,l:l d.f.lfeet · ta,,t~a ~ 

1Na:,$prts Eilnhje'l}t '° tl,~ ffl'~1.ditur~. tax ··tn~lud• ind! ... 

·v-i4ua19 and tr.lndu un41vtd$d f.•i11••· co3rpcutat.t®s ~ tRst$ 

and de¢..~~tits' aatat~, -;ut~-ier~hipi1A, ·&$tiQtd'..aUans ant lt.>oal 

,a1;1ther.ittee: ,~ not s•:i••t- to tblill/ t.a1!. Speoial tte•t.nt; 

is eu,.,orded ~o~J::' tu1el'$ of :tndi• ~tateil but' · 1mey are llot.'t 

~'1ieltqpt. I.he mainttiu.;;~,ce of his ~:ff!olal. ~~$i~i(fe mid ~

J$tusat..ion of st.af f; paid o:ut ;of· hit:J. p.l:'ivy· ·pur~, 1$ u~~t 

i:::om the ·~~$Aditu:re t.:u. 'l!he :taa base is, ~~~tiit.\Q:$' a
eur~e41~ ana inoli1des · amountfii :•,:tiual.ly #penit. and: atno~nts f()t' · 

w:n!ch e, li~t.li ·tr h•$t beea in~t.ti1tr1Bd.. · · Bctl1 a,owt . .s paid . rra4 

$L"K,n,uits . a(e~t-ue4 QO~stttute e,q;:ianliit.ure for ~ p~oaes-

ln:tivi&uil1.s 4lt$ · qt.J.tled t.o a sint,le 15:t:and.ard a.ll0t>1an• 

of ll$. Jt,ooo for l!vtt1f 11,1&"p~nse$ as ~. ellier~Uon t~om th& 

expe~di tu>re, tus11 ·. ·· A ~nm• $t,an4ard a110111J:t1~ of ns.. so, ooe 
is a.11w•d 'tti.ndu udtvid•d fand.1i•s.., ht•• of -tu betli\ at 

1.01 • tuab1• e~"n41tue of b., 10.,000 61! 1••$• Yhf)IJ:tred-r 



fl) 

(.)) 

, 
(.$) 



(l) 

(2) 

(b) 

( At\ ~· .· .. · .. ·. • "41 ,,, .:tVS!. ~:t' 

.. 
'Iii' 



()J B•ndttm:es fo1!" ~· f\l3'r1t"iage tJl .a f:aJtpe,y~!lf 

Qt' «•pe11:tleat.. ftla •~tenjs to 1'.l~d\$ ~n.,.. . '• ' . . .. . ., . . '. . 

divided :fadl!•·•t . 

( 4) 11,.enses f~tr the. maf.:otenaiu~e of . the . t:•l{ ... 
- . . .·/; . . .... ' •' .. · .. ''. . 

payex-•s PA,\rentts"' not: to ~•et ts ..... t,ooo 
par J•aio·, 

(S .) Exper:uweat !01: ~- . ~~teal ·. t~••t~•r.1: · of . the . ·. 

1:a.,.ayet, his 4•e•4•nts,tr1r ,,~eii,tt1, 
<,> lat~tt<!:ltt11t1e f'o,r _etb.lil.~Uc• ou{t.,'11,4 1'~~11! 

fc>:tt the ~ayt1rie ot- ltts, :d•pe•.tlt$. 
. . . . . . . . - ' 

Net tb•.- awir1oultu~a1 1~ :na:e · attttl•1.~"e'$\l .!.~fl~ ttJ .11~:1~• 
I ; • . . • . .. " 

\O·tu :t>r the ~t;xa1 toftn~• by,c~~;at!t.ttt.tonal prohtbltton 
I • -, ' • .· ' • ',. ' 

but •~4it.mre frmn. ,1rta:l~Jet\~ in~•~ {$ nt1~,. •~J>t .. fJtom. 
· .. ·· ·. . . ', 21 •e ~apMdi -.re, t:a1Jt. . 

ft& cta:ta (·we1e, !) show tl\a1t. ~, •. 1 itJJt. ~~~n~-• ~am in;,,. 
~ ' . ' 

ReaHd from 515.33 (~orres of ,u:p~$) !• the ,.pe.rt$! lt!IT~te 

u 1,,s,2 •. 10 (0!$Qs ~• Jap•es) . ilB, 1,,.~,,, with:,,, p:roj¢tot,;~d, . 

).tt4~t of :t.t~2.13 [~(l>t,1H~ of· llta'9eS) ln 1,JSl~1 •. , ~him :ttep,..., 

J!'ea•"• a b.u::orea•e . of th.... ad oh-llu.t1t ,\i•• · O:it'll~ a}l . e:tght

Y••~, pe.-t.a.~ 1'$~ue in ·••elt.~f tbfJ ~b:1tee ¢ategoll'i$S shO'W0d. 

•~1• growth$$ w•U. 



ltneentR'l & r;~rHii t:ur(t} 

P:tt~pe:rty i t;!api ta1 
T:ta~s act;!.o~,s 



I ., Tat!¢~$ 011 lnJ;,11,)ti\~$ 
1rauteis @n l'.n~(;)IlMit othertr 

stata Slxar~ 
1. M~t. ttee(!li,pt:s 
li. .... Corpo:ra~ioJn 'lali 
3 ~. JJ:Jl[p~ndi,t!.u.~~ Jam: 

~a~e$ o~ ca1;'iii tad. an¢l ca~'}:U;;a:l T:t~n$~ot1on~ '£~~~! 
l,tt/:lilffi!l Stat~ S'tb.$~ 
l.. . .. !'t.$~~1)?\':iti:~ 
i.. w~alt!i Ta~ 
3.. ~:ax 
4.. Statnps an!! 1tegl$tt.~attfJ:r1; 
15.. I.and 

III~ on 
CU$t(')msr 

Xnt,portl$ 
E~pert.s 

l()til~:r 
l ... ~tiet. l!e¢i:d.pte 

lhlien 11:g:e;y~w;~ 
:&$:$$ st.~~~ Shar• 

i ... 
:t .. Oth~r 'lia~,~·~ ttnd.. Dutd.~~ 

146 .• 40 
:U53. 70 

73,.,1,3 
27 

Sl.l! 

10 .. ,u. 
J .. 31 
l,.46 

.. 
7 ... tl4 

l:§0,. 9:4 
.IJ 

1 ... 
l.79,. 
213 .. 62 

40 .. 
l ·~ 41) 
s. 



. . 
>i"'jft".!!frii!·'~i:fi·/ . .')r!(ii 0

! .. i.]i;'ri:' .. J"Y:·r'·-f]n·"'·;·;_~;~.·; .. frff'!Si '.r'"& ·? .. f!!t1L···p··r~l·· ··.·1_tt1<··;,,,. 1·.·i -~·.· l 'ldl··,,··r(·u»~ 

~:' 1· ·;."·~~-ri,.;;iil·. ·--: · .o· ·::;· ··~ia,u .· :· ... :m,< ·., ,- ':,. ~idt".i\1l.J.'f·i.~•~~-~<v.ir~(i!ilt1~:,r9:·!j..' ·,:.v_,i:/'!l,.s·,4:· ,,,.,,..,;;·.:r' rt11·.·11, ... ·r:r." . .:.1 ib';r:,:·•!<il.iri~)I;;.~~ 

1_1t·.11_ 
l12~tl 
,1.5~80 
·:·a . ..ii····-,,:i;l· 
·--~-V:·•4~, 

_. \Jt .• ,i:a 
-,Q .. 64 

' - ,.-·-1· - Ji. •1 1· 
.{ . :· t"k• ·a · · 

a~,o 
· -2.sa · 

·.0 .. 12 
--·-- -g·"',l'f- _--_ -~,·-l .. 41 

· /.a~s:a 
.. ,,,.~ ,,· 

. . . 

i,.,~~~f.~. _ _ .!!!!:!! .. ~~!:.~! -: -' _ u.11:n 
l7i.$9 
148,SS ,,,,,2 . 

191. ,., !.2fh 84 ' . < ll.2 to 31 
1,1:,38 - - li!J.Jt·· --- ; :)JBS·.,,91$ a,.,, ,,.as -. ,s~21 

6-S>,, IJ --
106 .. If 

90.0'1- · '11,.$;4 __ -- _ _. 10.,,Gi 
.· 111-~0$ ·. lfi ... 46 -· 2i1.$0 

·_ · 0/79· 

• 17 .. 02 •, ; ; 
.. 2: .. f1-. 

. '-· 2:,,1:.tl 
__ O .. l!. _ 
12,, 1-I 

0 .. 111 
·3,.,35 -
o .. ,.-

-- C-~91; · · · · -0 .. 84' O;..IO 

, ': le/15 ,· -
),94 

---._ 31!:81 
0 .. 0-G ., .. s~. 

·-- __ 0.1·7 
, s ... eo . o .. ,. 

414.0l 
2!1;,60. 
11, .. :ur 
139.)l 
274.tt 
" th12 

11 .. oa. 
4.,$7 
4.2! 
0 .. 45· 

-1.0,.,20 
-lji!U 
4.94 
t;Jl 

448 .. $4 si, .. ,, - 611~,1 : - 732 •. -44 ,,,.~1 
. '. 

1tt:*'' 135~12' ·. ·· 114 .. tl' 1,1 .• 22 -- 231 .. 41 314 .. 25 - ,a:~y~'* --_ ··:,i.-,.~,i:}~-, · ·_,,13/#,12 · - 1l2· .. ttt' '--_, __ , .. ,o'. -- · · : , .. ,·1 
S.41. t .. Sa f.~1.. ·1 .. 1-a . 7 .so 8 .. oi 

l.lthlt I lSG~ 11 170.,-03: '2l.2112$ ·- - • 24$,.Si · $34 .. 74. 
311'"'" - .,,o .. t-s ,1, .. .t1 4tt .• :u. -1:11 .. si 121 •. s, -. 

- -- 1.~lt,119 · ,-,/10 :. · - :1a ..• 10:- -- , · 10 ... ,s.. :1l4 .. t1 -·· 1i.s .. ,, 
239.·»s 285.,JS 341.2$. · - 401.,66. 4,J.12 !93.,59 

,·t .. lkl · -_- 6,17'-4. - "· !lli:~3-~_---: . . : 1i-~-•1:,, ,. , 12: .. ·s, -1,.,1 
5$3-.0o _ 64·2 .. 144'. - 110 .. 14 / . -· S:7S'*l,1 l,($.0.,90 l;,$7,4«33 
~-!IOIM!*'-'---. ... ~ . ..,,...,,~!ill'.il,,~~--~~~#.t\M'~.~~~~~'Adtua.11t!W··~·--·.if,..~·~@·il\l!l!-*--·--M.io!!f,i .. ·~~-.@·~ ......... ~ 

~ ' f . . ~ ' . . _( : 

' -· 
~~....-,~~--~~ii"~'.·~.·,·-- r.~~~~~~"'~-·;:Nor.:~~~'~*~il;~~wo.~~~·-~~-· A.1:tns/:.-,. ~··:,.·, .·1".1:~··· _: ~lfH.,11·,t~f'Y1f 'Pr!ili~ 



~ - ar: • t~ 511 ·· r ·, ~ · M< . ~· · t · 

·457.17 :,,.ss 
123.17 
.1,2.1s 
Jl4iit5 

0~44 

.11:.,,49' 
5.43 

. ,. it 

... 1.25 
10 .. so 

2,.22 
·. 4;"97 
O .. J,I 

4:04.64 
· 2.43 
4.!2 

)9'1~50' 
601 .. $1 

. 1.2·1 .. ,, 
614,.11 

J/J..,37 

4ftf .41 
260. tHl 

· · 12:l .. !4: 
1$6"'.,, 
330,.60 

0'.,75 .· 

i2.i1· 
1.00 , .. ,9 
(t,,21 

14)00 
.3 ... t)f) 

. 1.a, 
0 .. 2$ 

540.22 . 
J·t4."·~Ut 

· 130 ... 4! 
164.00 
316.01 

0.15 

21 .• 11 
a .. 10 

· 7~80 
o •. Jt 

.14 •. QO 
1 .. 2'9 
S.31 
0 .. 20. 

,,,. - -: .,....,, ·Revi•ed nudg~.t'.., ;., 
c.wa~ :sat~a~ 

53 



'!l1e taa s~·tu:e w•• .,iti,eet to mnr alt.erat.!oa& .,., .... 

twen 1951 au ltf4 Md: t-M MM tot ••19t11ty of ta• i-atAtHi .... 

utt ~·...,all Pol.toy b~oa. ·e:vi4ent, Slahllt~y •~ wtven 

Ot)t1$ltlerat1e.• ln t~ •nl¥'a1 1ov•ll'aant bud9et :fol' ltfl-GG. JI 

rbe bwt9et ·11u futber tilOllfbt to aol'd.-.ve a ••n~e 
of et.ability b ·t•atlo• po1io4.ea ln ·Ol'ih.r th•~~
'lU attuetve. of the ccn:m'by •a:r M plac~. u • ·~• 
endvia; and ta~oaal ba..•ia. · . . 

Fur~e:~, 

As n.zu4.e .,.#so~al tuati~a,, eim,:,111!.o-.•d.•• of th• 
ttho1• ·tlut •ttn~ue le sottfht'. to b* aaie•-41'y tn
tegrati"f s-,ea: tu •!th i~oou itas -..ii. ~laob,t 
Ute· pflsf)a:t tues by a lN!iYl~ rm.a uif!:t1t4 soaetlule 
a~ et low,arl1i1· ~• flt a111•••1• of p,rsOJJal 
inaome~ ao u to 1rtd.•1•~•· a -••t•1r fl.ow of p:veo
ul ,iu1vt•1• •ntl •-t th• a.- ti• to reduce the . aeop 
~ taaatin folt' tt• ervaetl(!)B.. . · 

lf tbe a4§uf#~t.-. p:aropo•ed iii the· 1t61•fit bU4pt eu~ 

oeea .i.n r•4ttolnt it.he ln•~t.!ve '* ova•ton of the per.eofta1 

tac-. t'U anti bs.rod$~ its 001re:1ta9e tt. will be a 11l1rd.floot 

.acb!n~At.. fte t.ott.l :a~B" of ai,~:t1itttiiuie for penoaal , ..... 

. ~ ti• in 1,s1 ... ,5a ~•• only .S7t, 1,2. in 1tt3•64 ~ .. ~&be,: 

of parec>rul.1 tacomG ie~a:,e~$ wa!3 t::ialy· 1,0J,i,!533 eu.t of • 

pepulat.lofl of abo\lt. SIO ~11t• (1101&• ll, Iil,, ff, & ?,.) 

Wb.e .ba~cm, .. cf ·ll)t, ,:,11;1vnue a:,ae.~ of id.ta lm th• 

~atziea .i amo411tie$ •4 tt(!fffi•s.. tilt~ -fl'ottp ~Mes 

aoi-e tkan 701 (,1,rr3tS .. tl) ef tho 1., "l&f .01 (Ctt~e of lllll,eefi) 

b ~ 1,,1 ... ;1 bdte~.. ft£.s . •e•• to ••p~rt 111ff1~•' Oft"" 

•ntJ..on tbat. tovelo:,in.9 ~,..-1.es •hoalii aont,ia•e t.o ;r:e:l;J 



on iati,t,_ ta~ett:toa t~stiaa4 of ttytn; t.o i·ualt• an inned.late 

awitett t~·atlt'ect tuat.ton, of~-- Wbi1& •t•t.e ,over~~t• 

f!eltiff the.ti!' 1.a~,~-a't $ll~. of t-e~au f,:~• the· t•n•~id S!ales 

taat (fabl.Ja 10.. A9riqltnct.al t~.c~s ,. $e>lely t!h'$ p,rov!n(;>G 

o-f f.11.tat.e, ••at.!(lla, +.'lOB't~!bute a netli;tble •~nit -to the 

et,at. tr-$.e.s~r.1.$s. 



"fULB II 

meaim ~ USlltU'JMlfflU BY Cl'.iAS.ffflS OP TAXPAU!tS 

Clus of~~r glifli;ut · t -- · · 'J. . ·.· ri/it:;;: · 

Iadividaals 
&i.tld1* Oadivide« Families 
~eg-is~ Piru aud 

othe:r Asutociati~s 
tt~s~rad Pir• 
C~ies 

-~~ 

510,17! 
54#601 

2:1,279 
9,33C 

10 .,,, 
. - . 'l ·:_ a : ,. . 

613,)78 

·:rno-- beessed 
i95''~$'ij ' - .. --- -i~(ij:..:g4 

l,,9<36,533 615 ... tlf 
71,SK 17.2(') 

as ,.a11 ,, ..• As 
33,,141 74.17 
10.~lJJi _ 21,.,, 

1,,144-,212 1,·&10 .. 52 

959 .. lO 
,, .. 10 

34.Jt 
201.00 
21·1.s-e 

l,560.JG 

Pteuea se- h c:,-_._ or ~tu as- .. 1t>,,t'M)t.,eoo • 1 ~ .. 

ff.3J 
12 ... Jl 

6 .. 1:S 
2 .. 24 

110 •. so --~·:. - . :·, ·. 

222~.1, 

s:ea 
'I'!;; -

11$ .. 80 
12.10 

1 .. ,0 
t.30 

13.6 ... 20 
f'p"" .,·,11,...,. 

2-11 .. a, 

- &t 

SOU~: Gove~t; of XIMl!a,, Cntral Board ef flU:$Cft ~, All XMlia %n~e Tax 
___ ---~- -~ ~,:_ ~ _Yea,; X.,9f3~4~ p. a.. _ _ _ . - - ·' _-- -· _ · _ -.... -

lhtT1et;{i'Gf-uie Re~ B~ of Iniia..- 81*8-, 1,s1,,, ~ ,._ hV-ea\'ie Stati•"ti,a, 
s:ta--•:ts 3 ..a. s, p .. 719.. - -

' 

= .-~ 



'fDL:B IlI 

XICO?G! 'fU ASSES~S BY Mtt<m or nico. 

10·001 f 20,000 

50,000 

so,001 · 100,000 

100,001 $00,&00 

Above S lakll,$ 

FOR TB YDR 196!-t4 

N~t' of 
!$.~~!.-~!! 

I.Jet .;:,i6$ .,. . , ..,., 
115,84.6 

,,,,,s 
JO,G44 

7,S31 

1,103 

261.G· 

216,,J 

131,.J 

133 .• l. 

24t .. 3 

11.i 

20., 

44 .. 0 

34.4 

47.1 

122 .. 0. 

291 ... t 

Jao~n- ue in Cror•e of ait~e,u 1 erore • ••· 10,fHH>,OOO. 

1 lakh ~ rua •. 100,000.~ 

Sc:;uce: Gove~Et:tl't of J:ndia, ~t~a.1 l!oax-d of Direct :~::1~~1 .. J11«,~. ;[~qQme ,,}( $,:\il1f.Ji~t.~~! ,.~t ~! '!~~-~ ~~'~":1>.4, 



'FJ..SL:l? lV 

ASSl$S~'fS OP Dt>IVDlUALS ~ S~ OF· !NCOD '· "\ 

:';:.s!.;~ 

~··-1 ' ,'flO ... , . . """ . ·-·ary ~ne ... s 
"\'· 

tt~s.alazy ~ra 

• - 'c,,, •• ·, .:~:,,.: ·:-~ 

256,211 

Jli,.ttl 

l @ . ~- "f '8° • 

. 518;539 

Sl.7,995 

Yetals 
_ .nQr iiU 'i.t·~ 

.svo,112 1.,oas,,s11 

Amo1D\~s are la erore-s of ltepees .. 
as.. 10, fltO~too • 1 CnJte .. 

1 ~ • b .. UJ 1 tJOG-tOOO. 
1 Abja • .100- ~e .. 
l Lakh ·,.. Ps.,., UtO,GOO .. 

256 .. 83 

341.99 

47·f .. 53 

532~13 

6&5,.02 lt&:01 .. Si 

'\ 

Tu A$sessced · ,s1·m1·1 · 1,s~-~< ~~<-~r 
!l .. 83 

Si .. 49 

40 .. 13 

75.10 

1'0.-12 lU.13 

Scm~i Goft~nt cf Xndia. e.-~;ral Doud of n~ 'lu•s, All .tn4la !1'~ T-. 
-~~!~~· .. f'<>r _'the ,YeaJ: 1,,17~4._ ff·•. 60-61.. . . 

,f'tfie Ms,e.rve iiii of :tad!a. ~.- 1959~ p. 11, .. 

Vt 
tt, 



~ltBLE V 

DIS1RYBtrl?l:Ol:t I!~t:OUE .ID!D '£12\.,t ASSI!!SS'.ED r;J:i SOtlRCl:l OF IlfCOME 

~t:>\U:Ce of . Itt<;:'()11\e 

SalUi$S 
Interes~ · on Seciiri ties 
Propert:y 
Shares & Pannersld:ps 
Bu!Siness &. ~rofe.asions 
Dividend,$ 
Capital Gains 
· Ot.lie~ s0nre~a 

T:otal .,,__~ 

Per Cei1t of 
Ineo;me .. · AseeS-se~ · 
:r,s1-s~'-·JB's-64 

t2 .. GO 
l .. 3'6 
3 .. 43 

56 .. 92 
s .. 1, 

.e{S;,;09 
10 .. &9 

100 .. fH) 

:al ... J6 
0 .. 43 
.2 .. 69 

11.,1 
.52.13 

3,.,,93 
(;) .. 3t1i 
4 .. 11 

lOG"OO 

Per.cent.of 

10 .. 02 
2.36 
2 .. f):5 

63 .. 4, 
, .. .so 
0: .. 08 · 

ll .. ~6 

lOG,;<':00 

Tax ... 
_,.l.963~« 
-~~~ 

10.79 
., 11 

2 .. 41 
l.3,.03 
51 .. 32 

1 .. so 
44 

6 .. 16 

i,~ .. oo 
tot.al Itte$FiB As$:essedt 1951_:$3 ·==· !ts., l,OltL.52 Crare,s = 100 .. 

. l!Hil-64. = Et:th l,,574 .. il CrO,lt'&$ = 130.09., 

'T:otal ~a1t~ 1.t57-SS = ~,s,. 222;.is C'X''C:}t"es = 100 .. ,eo., 
lf63-64 - a~ .. ?.91 .. 50 C:rores .r@ 100.0,,. 

Source: Government .of Ind.i1t, C•ntral 'Botut<i .o:f nirec~ 1ra.xe• ., A.11 In<tia rncc.t>me •*l:ax 
$'tat.is'tic'.s for tile Year 1963-641 p. l.X:,. - ""'..... -- ... __ 
J3.u!'.tetin o:f Bie" :aes~:rve Ba:ak rif' India,, ,June,. 195~; p .• 719 .. 

~ 
i;!i) 



I~~,me tax.~:t:l~n . .!n I~cl!a, fl\rti(:Ularly e~ii'.Upa~r profit,;$ 
'.• .. 2! .is Ve'l!.1 sev~x-e.. l)e$f/it:a ~one~s${°'ns to ~~w !rn:veatme~t ftl>r 

~~einpti.ti,n £:rem b1come ta~ f'o:t a ~e.lt'iod of :raa;-$ atiti d.ewlop,,., 

man:tt. :1tabates >the t.altat;i~n (l)f in¢Olh$ i.~ J:togr-as$:S;t/@ a11d the 

·two g:iroupr1.t tile use ()£ a S:$l1$d.Ular( 1:nC$m~ te~ srst~~, .Et t.a:K 
24 

b:a~ed (!)It a pE:i.r:~e.nt:.ag:e fJ!'i tum~V$t, 11:a.$ MlUfgest.ad .. · 

Bow ,have aavtlifil'.l aad .i,nv·es~1.'tt. fare.a !l:l an e~oncil\11~ 

in whi~h t.$.)i!:; rev~$1'!1e vtas :raisfl.d !!il<a t!Jtal'!llatl~•lly ov~r l!JU·~h 

'') It 

"' ,,,,. "".' .·. '."' .·.·. '.. . ,i .. J.;J\J.;!.{1., , 



u,ata sbO!Wi.ng the v•l~ aJld ,atteh of savin,t show 
• '" < 

tha~ aaving " ,a "r ,ee11t Qf ~At!etul:1 tiu,~ w•s S,tt for: 

't'be ~.te<a 1950"":SJ and 9.31 :f:o~ ttst-sJ. fbe f!g:tiite$ 1n , 

1948 ... 49 pt:ias, wer• 4St.t (~1:as of aup•$) ai~ 1,1a, .. 3, 

~$spective1y. Of the ,total $a•·!n; ln · the 1attt111t pe:td .. ~, 

22 .. St w~s il\t thtt ~over~:rtt ••~:r, th$% wat in tile &,meat!o: 

ao~•t• $a~tor ~ and 71. ,., W'aif ta. •• bc.ia•iehold ·•eetor . ., 

wt•in the·. no\ls,eh~l{! 11ieetc1: · 16 ~ 7t o.f h~ue.hol« savl-.gs ,;.r~n-t 

sav.i;.:ng in ~,. "on•y·.. ~he hons.QJ.014 aavirtt :i:ep:r$aentllt4 

,.~61 tJt Nat:ioaa.1 X~eome .. 
· saving· in tlie hou&taholtl $f#otto,r was 840. ti · (C~o#e$ of· 

au,ee.s) · in 19St-,i of ttli:t.- 39t .• o w•s 'he,14 as· fl1u1J>.cd.al. 

ill!i1$et,u aa,d, 441,.5 Wa$ ~14 &$ pb,ys.1aal a.ssats. An bc1:•a1e 

ln ci:Qpoita~!a and oooperati~ •hue6 is notd .. ottlb1e... !ft 

1:tso ... ,a tbes• w.1:e 21,., b,ut b.eltllsf$ we:re QI' to Sf .. 6 111 

1959.,..:il. 

l:t is bf no '.l\eb$ a,1n:t\dt4 ~a~ the a1tet-ati,ett~ b 

'tih$ tu struetu.>:$ whtcm wtt#e: buitd.tu.tei .at the \l_itg!ftt of 

'tal4cl' ate· e~·title4 'to &11 ""tlit. l.&l' tl\.et peJ-fo~••• 

notte4. fhae retone,, pal'fd .... 1ttlf the ••,.niU.ture tu, 

beemae $lfe,cttve !a Mturch 1918 whe,n ·t:H ••~Y wa• a1• 

raa'1y e~ell'Lauu;ing d.tf:tl~111:tJ\~ ~-~•l tiG r.even1ia ,~~~cl, 

lit ,lflD .. ·59 co 55.3·. ti (Clt'O#ll~ ., ··~eH) ;fh:":ott ffS.11. IJ ln 

.195?-·59 biit •·~~e,d la 1t·s,...,o an4 naohed 142 .. 44. 

Afpeg:a:b.e 1nves.~n<t 4:&ten•tt in 1,11 .... 11 ·t. 1,216.,9 I~• 

a l·ilf .... 57 hJ.igh o-f l,4114 .• 3 wh!e wae Mt ~aitd or 





· TABLE tr:r 

VOLUME AND PAtt'i'ERW OF SAVI!lG IN ??ID:tA, 1950 'to 1963 

3.. Go-vex,nment, Stietor 
a, .. i of ??atal saving 

" I St.f . Jqation.al :t1H,~me 

l .. ~ · boni.e$\ic Corpo~ate sect,or 
a.,, % of Total Saving 

% ,of iiJatlo:n-al. ln~oa& 

3.. ~se!iold Seetor 
a.,, I Gf Tat.al Savin~ 
.b,. t. of: National Income 
Jtul!'a1 Hot1.s,eh'()lQS 
Urban .B.cusah.oldi; 

4 ~ t•otal Savinw 
b .. t·of iia.tiona-1 :Ineome 

26.0 
l.3 

!Ut.S 
6.6 
O .. l 

310.)) 
61.4 

•"!,\. i.! . .;,.,.. -..c:· 

1$'1.,.7 
158,.3 

459 .. t 
5 .. 6 

47.2 
,Ao 
o.s 

g43~5 
11.z 
6.2 

171 .. 4 
473.1 

792 .. 5 
1.1 

·---~•~·w-=:-,~ ...... ;.,,.,, 

34 .. G 
3 .. , 
o .. z 

105.,t 
,~ .. 3 
6.l 

.1'19 .. 3· 
526.6 

190 .. 3 
..., . ti 
.l'. ;;I! 

22 .. 5 
2 .. 1 

Sl .. 5 
6 .. 8 
0 .. 6 

$.40 .. 5 
70: .. 7 
tL6 

196 .. 5 
644 .. U 

1,139 .. l 
9 .. 3 

----------"~ .. - !,I" -~ ~~---, .... ., -

1st 
li>·lan 
ili .. 9 

17.6 
l .. t 

40 .. 2. 
6 .. 2 
G .. 4 

495 ... 7 
7i .. 2 

5 .. 0 
lfil. 7 
332 .. 0 

650 .. 1 , .. , 

211d 
Pl&'ri 
Y:'fc-.:I' 
17 .. l 

i. ... s 
so., 

S .. l 
0 ... 4 

762.,4 
rr .. , 

G.6 
185 .. 2 
577.? 

983 .. l 
i.5 

iiiiua1···avera'ye "i1? 1t14a-49"'pi:laei' ··:~rnifs:·1·-~-io.,.,,!!)s'2 ... s3 . II'~ 195'3~54. 
Pig'f.U:(l;S: are· ·tn PJ3 ... J\t~ja~ J.J:::r:ja = 100 CroreS. to l.9$.5-56 !:tI = 1956-57 t,o 195.3--·$9 

IV ~ 1t5•3 .. ·60 to lJ}·62-63 
lst Plan= ltSl-52 to 1955 ... 5(,j 
2nd Plan =· 1956-51 t:o 1960.-61 

. S¢>ur~~{; .nuii&ti-n''ol ~a"ite:>ie'rve"'iauit 'o! India.~ April" t~,2~ pp':-330~~.1':f .. -- . 

~ 
w 



TA!a'.t.:E V:tI 

$~;ttING '.UOUSEBOTJD. S~Ol!? 

.,.-~ .. ---~ ,;.,,,,,;-.·: ~-~~~~~..;...;~-~~ ...... ~~"\&,~,;"""''~~·~ ... ~-··-"-~""'"'---· .. ii.i··-· 

A.. J:i"l-narleial A$Sets 
\ of !iational :'tneome 

l. C11rrr;;:1ney 

2 .. Net t)ep~z.tfb 

3,.. In;sn-r:anoec . Pol!e.ies 

4 .. ,oo Pr<>vident .Jrttnti'E 

s .. Q~ Govit. 

fli .. eorptu:t:d:e & coo~ra.t.1 ve 
& S'eeurtties 

~.. ~~:rsical As:1u~t:s 
% .of wa-tional. lnaome 

c.. TQtal 1io'Jl.$ehold, s~ving 
{A + :a) 

i of Natiol'lal 

.. ·------------·~-....,.~~-~--
lst 

Plal:1 
1ii1=:~o 

2 2.8 3~1 1~7 

2nd 
Plan 
33'"6':'9 

2.,9 

-17 .. 4 

~1,, •. :J, 

14 .• , 

· 34,.0i 

2 

21.:lt 

,.0 
1 .. 2 

.. o 
J.4 

,.9 

8 .• 9 

24 .. 1 

... 2 

7;..J 

39.l 

312 .. 2 
.:3'-•. ,5 

64.3.5 
, •. 2 

65.9 

27 .. 9 

€;; •. \l) 

.o 

.,6 

~I 
3~5· 

10s .• , 
6 .. $ 

124 

48.,2 

4! .. S 

129,.l 

.. 9 

S<i.6 

441 .• S 
'>· ~' .:;},. :;! 

84(t .. :; 
~·· .,, . ., .o 

31.1 ~2 

2: .. 5 27 .. 2 

2Q,;3 32 .. 4 

.. :2 105 .. 3 

10. 25,.5 

54.l 

321.7 425-5 
3.3 3.7 

&95.7" 712.4 ,., 
}m~ua:-1· avij: of .. 1941'.:"ij""pn~e,.:; ...... l)~r~w~-~~~ l~"sts::."'ff"to ·1,~~53~~54 .. to !~s's~· 
Amts" . are. ns .. >Abja.. Abja = liO erores. · :tlI = .1956-57 to 1958·~$9 1,1 .··:= 1959-f;O to 1962-63 
~s ... l@,,.000,,QOO = 1 Crore l~t Plan = 1951-52 to 1955..,,Si 2nd 'Plan = l!56·-S7 

to 1960-61 
"''*source-: 'ilulclet:ln.·o.r· tiii' Reserv~'· Bal\!(--01~~~----1-it""""o.-l"""a_#_ .. ';~p,ril,"'11i~'l, pp. 3'.3'0.:3if .. -----~-;-·--

'1'\ 
,t.;.. 



~.ABL'E VI.:u: 

ES1'lM,.\\TES OF AGGR&r.':tA'.fE l'NVE'STt.mwr Alm N~T NAT·:roimr.. Ot:Pi'P~ (l9Ci5-6f; PRICES} 

:urno-s::i 
l95J...;,.:52 
1.,$.2 .... 53 
1~$3.,.54_ 
1f!l4 .. 3.S 
l;9S5-S~ 

. .1$5.i,..$7 
1957-53 

· li$8-S9 
1.~s,-10 1,,0 ... ,1 
1911-62 

,.;: lt<i2-63 
.··l:~Gl-i4 

··.· 1954-65 

saving 

... Rs. 541 .. ~ 
529.4 
408.3 
5iS .. O 

.164 ... 2 
,10.s 

. 1,01, ... , 
1,7.8 
931;,4 

1,102 .. J) 
1,371.9 
1~!73~·1 
l_,498.4 

:Re~ capital 
· - !nflc.w1 

-7.9 
+Z24 .. 4 
-11 .. {l 
-~ .. 5. 

+46 .. s·. 
+fil .• 5 

+377.:9 •.. 
+489 .. l 
+399.l·: · 
+2s, .. 1· 
+49:7~0 
+391.:l ~. 
+453.S' 

-~· .•. 
.. . . 

I:avestmen·t. 

Rs.. 534 .. 0 
751.8 
ltl .. l 
5fl.,,S 
110 .. 1 

1.,033 .. 7 
1,454.3 
l,.2!6 ... 9 
1,3.30 .. 1 
1,.JtHl.l 
1,169 .. 2 
1,,155 .. 1 
1,,s.1 .. , 

-

o'.Net ttational 
Outpu:t 

R;s.. t'53.0 
f97.6 
982 .. 0 

l,048 .. 0 . ,,.1.0 
!HHI.O 

l;,lll .. ti 
1.,139 .. 0 
1,260 .• 0 

.·: .l,!95 .. 0 
1,414.0· 

.. 1"(41!ro.& · .. 1,s,e .. o 
. 1,721 .. 0 
•.. a,001 .. -0 

·. J~es rep~eseat C-r0%'$s cf b~s.. . . 
~1 dis<,reJant:iea in fi9Ures: .result from rou.nditig of totals., 

Investment .as a· % 
of l:latio:nal In®mr:J 

5 .. 6 
·1 .. , 
4 .. o 
S.4 
8 .. 4 

·· 10.4 
12., 
.ll .. J 
10 .. , 
10- .. 5 
ll.2 
11.9 
12 .. , 
-

SoUr'«Eu -llet.in of ~~ Reserve .~· of Xndia, Hal!'wlt, ltf:5,. p.. 331. 
Bulletin c,f the Reserve ~ank of India,. Aprl1,I' 1966; pp .. 395-96. 

O'l 
\ff 



TASLB It 

PUT l 

SOURCES OF NATIONAL XNCOMJi (1,4.8-49 11\t<!BS) 

~.-·,it J-w ·-r. -·:co1o10,~ ·.-.-,<i>Pll·1r·i-·ttt.:d;t,:<·,·.'l'.)".tloil'".isi:i,1i,i{r·_r·,:61'ftf·· $J;fat,M111•'--·,:~1mi·,.~-.,~,1·-, ·'11:lii<-'ll·~- f .uclll~ 

,~_.,.;,._~ :. :·:·,,..._ _,..,.._·}<.:,; ·.'."l?.t".w"M'',f>i! t· fi £. :~1.l!li;;lf.~. '.1'11,r' ·.-.,_;.11"~'~.~e<:~•Mtl(".fiiiii;JJl'. -~·-!!''ii'li. '.Iii ... ~-··; • :·,!,"di!'' .. ! . 'I I ;;;_ i.1'.I" 

AfX-iC?tilture 
Mining 
CMnffl$.:t"Ct;i 
Servic~s 

Period I 

Period l! 

fer.too II:t 

Period :tV 

19$0-51 

b. 43 .. 4 
14.,,$ 
16 .. 6 
13 ... 9 

18 .. "1 

PAM It 

1,,0 .... ,1 

St .. O 
21 .. 1 
24 .. 6 
23 .. 1 

Ii1V'E$'!MEff, ImrlS'l'Mffl:.11! ... :tffl'.?OMS RA'f lOS , 

ANO CA;PrfAL ... Offll'PlJ'f ll!'It)S 

(lt4B-4'9 ~lllCESl 

Investaent 
(annul avg.) 

(e:ror~s 

RS'. 520:.l 

8J(hl 

IilW;'V'e.stmanb/ 
In.come lla·u.io 

(.per eent) 

$ .• 1 

11 .. S: 

12 .. 1 
. ;I f!rt. ~ ' \ ' 1j . ;$ ~l'I . . 1 kj4( h 

1964-65 

65 .. 0 
·. 25 .. S 
2!,7 
31.4 

151'*' 

sout"oe c aulleti:n t'!rf° the :ae11e:rve. Bank of Inc!l.ia, April~ 
1161, pp. !95-11. 
:S1111ett.in of tme bf1<Ut"1\' iiuank of Inil•" Mateh., 
1965, µ .. l31f 



'T'ABLE X 

sotma:s OF STATE GOVE.RM!lffiN'f TAX RE'V'relitJES 

iro·tal '1'&;;'1: Revent'le ~.~ .. = Cror(;:s 

Land 1"1.ev~nue 
State ,~aise 
Gtine.ral Sales 

Motor Vehicles Tax 

Ent~rtainment 
Electrioicty 

StaT.ips i Regi.st:xation 

Agrieultt1ral b1came 

!Jra;x -Ott Mot.or Spbti t: 
Other 

(EXCI.tl1l!l-lG .JAMMU A~fO l{P.,Sl-iM!R) 

1957-Si 
44!~07 

.87 .. 69 
43.20 
97 .. 

1a ... 
8 .. 02 
6,.43 

tJ.,11 

(}] 

20 .. 48 

,195;, ... 59 
...,416~~~· 

15.19 
42~5& 
75 .. 38 

19.18 

8.38 
7.Sl 

31.,!S 

a.os 
11 .. 32 
lt .. ij7 

lS64·-65 
,t.f.oo 

120.00 
as.oa 

295.00 

sg.t:JG 

i5. 
33. 

11 .. 

23,. 
44. 

196.5-66 ~-~· 

lJ)4. 
91..,. 

313 ... 00 

64,.00 

27 .. 
35-. 

12 .'CH) 

ll .. 

.ll .. 
51 .. 00 

State share f)f. Cent.:ral riovt .• R~venu:~$ not it1 <:1~tail included in t.ota1'7 ... 

l96G-iS7 
~~ ,,;J.t} ~(H} 

12.@ .. 00 
f.HLO~ 

371.00 

10 .. 00 

.3(l* 
,if 

74 ... {lO 

11 .. 60 

· 37 .. oo 
62 .. 00· 

~-~-,;~--:-.,.,_..,,.;.,;~;;,,:;--.......,. !'(;+..-..-~ . .,.,~-----~·'4'-'.;":\.;,..,,.,-,.l,<,<"'-"'~'*'-!a'"~~-;~-~~·~9'k<..""l'-·.;,.c.,,;•tt"+-~,~····-:··.:·: . .,so~,..,"",-,;,.._~_~...,_"'b<.....,,..,.;.~~·-~-~""-~~"'~~,;.;~·.i<_,,;,,.,.., 

Son:J:C€i:: of Stata t:10'\li);f.J:!J:metit:S, lti6-67 a ~ Bull$.t.1:r:t ,,f the R~$ti,'i'.t'V$ , 1966, tJP. 461 ·~507 .. 

~ 
~ 



How tal.toh of tbe gaias ti.Dee th• lew po:inte :not~d atte 

due tc, :rtefo~ in . the t.au $1UrU9tn~e art4: b011 m:uoh t, 4!ue to 

the n.o~l i:ecovtil.r:y froa fil.\\UJCtal 4!$\2!$Sf.l aAd eollap• 

oi the balance of p&?Mnts !sa • ~ queet.ion, The ta• 

refomns M(ll.lrred :ti$aJt ·'the 1ow pot.nt:s ·ct.· the d:•ol!Ms .lit 

savi~., investment:. ani raventte *>11~et.$d lnat. the many enx-a

•eo11s f-.otor11 lnvol~ 4c not\ penitt • blanket. st.a.tement 

thatt :r•e01t•ey was Mhieft4 through tu r•foni ... The 111iffect., 

of short: pe3t.lotbt of ldm.« eon:fll•t: wit.h both Cbiina aa4 

Pald,s'tan d't(lrbtf tlle pet'!~ make . u-1:r•l• tiffi(Al1~-.. 

Ceylon ,oaes an lntel'es,ttn9 "a~a-3t t<.t .tdla fo::t th• 

perie~ 1t10 .... ,,.. While tnd.ia waSi ••)d.a1 great 11aina- in reve. .... 

•• collet:ted, household 1a•bt• aobleve4, and: tmr•••eat. 

the espec~ieace of ·Ceyloa w~s one of fallue.. '1:le fail\1~ 

has be$0 a;t.tt.>rihut•4 to •everal fa .. ora, 26 

(1) Sigh cu,ns~!or. and im,or1;, pr~asl.tie• 

in the pt! vatte MOt.e;1;, 

(2) Slu99i1shae1:• of p\lbltc rewn.u-111s, 

(3) Shon~ ... ,• •f .~11• ia'lfistm:•J!l.t al,looat!on, 

(4) failure t:.o flt.iaulat:• a a4•ats vol'IIM of 

~ivt.te isure$tment. 

Unc:u)n\1rolle4 coaswnpttioe patt$r• b1tou.«ht abcu:t by boom eon..;. 

ieH.t,t•• la the m14-ltSO's renl:te<l i• pres11•re oa the 'be:ltm.• 

iJ.,ii!, Jt-rr ,u,-r.1_·1 .. ·.1;r.1t·/r:· 11·a1 

. . 2'1> •. •·. saoa,rass, 9ul:•. (leawooa, 111. t lichu« o .. 
trwu .f'r•••, Inc. ,,, l!UiG) - .p,. ft, . ., 



et payments,. No v!g~~~us c:on•rted ef ff):rt wa$ mad.e to 

eollaet: · th,e publiQ ;zev~rme CJ.r to QVerliau.1 the antiqufi!i tilX 

ays.teni 'Until lat~ in the ieri.ed.. l?u.~li.c inve.eitment of a 

prod~oti.v~ ·na.turft wa.s alleotd~d low priority and tt13.$ alitelved 

in th~ fa,ee ot ,temands fQr hef!l'V'Y oonsiUt1!ptlo:n alad t.ran$fer 

inf.lQfflt~ i~ l?HH), a t\le(:rl!l!\~ of alnl¢>it half ~inc~ 19::Hl., 1,.;;hich 

aeeou~ts fO'r the lae.\t Qf pri:,nttbt1 tnvesbu©nt (Table XI) .. 

!t: 1~ay be said that, 11 • .. ,. fa!.lure t.o p:t-ov!de !n-

terrial fb::ianc;,,-e for a.u adegu;a.t~ vol1,1n:-.e f4'>f inv~st;:ri~nt was 

undtrtlbt:edl.y the most ixnportant shorte(}min9 of Ceylon• s 
• . ••. l .2, ~l'!'ans~.l,.;,io:na · .. econon~y,. 
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Tot.al Fixed 
Revenue 

Goods & 
serv.ioes · 
~~ ............ ~~~ 

Transfers & 
Subs:tdi~s 
~ ................ _.,._ ___ :cnve.stment 

1950 
J.951 
195;:2 .· 
1953 
l954 . 
1955 
1956 
19$7 
1958 
1959 
1960. 

658 .. 9• 
819 .• 4 
842.© 
856.S 
926.4 

1,.029.4. 
1, 112 .. :3 
l,124.'.L 
1;150.0 
1,191.7 
1,363.3. 

342~2 
399.5 
440.6 · 
4700:0 
4Sl:8 
530.6 
568.l ··. 
638.4.· 
74$.6 
8$1.5 
873 

172.l 
287.4 
365. 2. 
260 .. 0 

. 17'7.5 · 
231.5 
:318. 2 
3i' l. 0 
430.5 
477.2 
S:26,.4 

Figures represent;. millio11i$ of Rupees. 

222.4. 
241.3 
308.3 
292 .. 9 
.264 .. 2 
315 .. J 
335.l 
328 .. 2 
345.~·4 
355.2 
378 .. 7 

Grants freiit foreign govermnfilntsf a mea1as o:f fitul:aclng 
def1C':tit.s, are not shown. 

The data show· that. tali[ reve.nue, .saving and invest1nen:t 

were inc:r~ased in India while a tax st:t"U.Oture was in effect 

that in a. :number of v1ays resembles th.El Higgins Integrated 

Self-Enforcing Tax System .. Some o:f the eoffl1'Uon feature$ are: 

( l) A progre$ sive per~o:nal i.:n.¢ome tax, 

(2) A flat ra.te eorpora:tion income tax, 



(3) a~n4ly based imU.:r:e~t · taxation, 

( 4) '!!axes · (ttl weal tit,.. 

( ~)··. ~...... m...,:nA.&.:I .;! ;t,,,,,.,'ti,14 ;t...i!a,ft!.i' 
~- ~I ~~-.'1'.;&,'.""V:4(:IW·~·g.w·•·v .. ~~·• 

?l 

.,h~ e:M:~ss inYento:ty t.att that Hiffihe t:'{i~~- as ·lil · 900! 

teol ft;t~· f.i.9bt,ln; · lnfla-t!on .by fOt>Oing · b¢a:t"4~ <l)Dto the !n&lt"" 

ket 1.$'. m1t&.ituJ.. l:t\ the afttt of .broatl:v ·b~sea 1iitiffct .. 

t~atien ltggint11. p,t-~$ed fl\. 2~ s.~1&$ o:, tt1~ver U,t a.~ 

India· '):1$Q vari~hl.e rat'& u•.atl• of a. 1.cHif li•t of ·<:om• 

~1,,tdJlUJ DO $fl:t:'Vi($S .. 

:tnv~11tl'lent. aa· ll P•.ll:' oent ot ~a1d,<:lna1 . in~ . WU al-
.. 

most! 13.% in 1962~63 which sh0l1s 'th.at: a ••·$·,-c~able amo~t 

!¢Jll ClitPital ~as.· being· ,~a. Hio"ver·" • ~e,.J:tthl• p$1'""' 

•fl-ta~ "11ai$ a"'b1e1\ted tn 1t.5i·:8, blit '$11pp.•4 ov•r ~ 1.ntei--. ~ . . 

veninf peid,od _,,t!:l. ~ hlgb of 13. 21 was ~-l•te:red ln 

1,,0...,11.. lt •r>pearEJ lh~t;; ·a.. high •ate •f ear,ite.1 fffl~&t!oa 

is. oot .b,o~at!bls with -. ·~~•henatve 'ta q•t~•"' 

ot tM 1u1,t!,n.9 which took. t;.ilue .la the Platt IV pe:rtoa 

(195J-,fJ) 22.51 w,u, aeht&wd ill the 9over~nt ••cto.-.. 

!'bis ••jvinf, 261. 3 (C2t'eat~• oi ittpH~) ., i~ ·~ 1011e:t~At 

SEuttot: wits 2. 11 ~f 'flthe l!aUcala1 lncae •nd ~,resH!l);\triJ a 

ms:ked Ltle#'eUe in the fiihU,'$ of saU~l Ill~ 4•vot.ed to 

eavinw eve~ :ptte•1:ious ·pftd.t»I$;, KGtt1;ehol4 t.HtVeit:e.; .it•tev•u. · 
the 9~e•t.e•t; growtll la •••ta;g-s ill th$ .-~iott:. ··~ had 

70. 71 of all t1tav:b19 ta :t•rloa lV wbieh •••lld t· .. fJ.I of 

tb:e liat.tenal ll\come.. Jf ltlotts•beld .Gavints r:epres•at. a 

hrt• shan of gf!'osa domeette ea,l.•l fomatle• taoomes 



a~e aormall.y ;i-owing. 21 · ·a:v~:t*lfe f$'._. oatita ift~ in indJ.a 

fer 196 l was $69. at· !his low fl~• 1!14 .n.ot ~ftvel'it the

ewncmy fr.om appJ-oachin!lf iia pex-CMttt:age rJf N~tc!•ru11 Income 

savel/1 of 12 1;e:t aent. · · W .. A .. !.e"1is ltefu4a 13% &ta a aohl$V""' 

abl$ fi!Ue for t:be 'ffiOat p()Vta:t>t;J ittirick~n.~ve1cp!ng c~•nt.r, 

a4 $~s th.at thf!I ttstate caJ!·ul!st•tj ·of .. llld!a: ~-c~se ~f. 

'tb.ei" · l'*diifttt.\\tminat:iott to creat;11 ,~pt td i-aptdl1 on ptlhlic 

:.t~couatu $hould b~· ab1e '°• ~ai• 1avh9 d ptoduot-!ve 1n

ves~nt ·to «a$;it'ed 1$vel:s,. io t~,,.·sttment •• a pt cent ot 

Watio»al' ln~. w~ 12 .• 1 ~:r •t,lt i.tl 1962~6) •. · 

:tn .1:te 1:ole u .1:n~e•~, ,~~nt may .flnanol3 (lap""'· 
,. ;i;..,.,..1· . si;.......,.,.,J:,f,,li,,ii", '"·""i"'""' 11 . l.'-i.ri .. ~ .... ~~"" ..,,.n >)I> , '1,;,i~: . 

· ·· ... - ·tl) ?nt:;e~.al sa~.tngt. . Thit . l'~~m.~~1.:n:tts the di!·· 

fe.t11raC$ betwelMl t:a¥ee aft4 ope#ath,f e~el\di.• 

tuNS' .!Z)f the g"~~&nt, 

( :n · ~~teJ:nal · flavint:• ~ 1.'hese $lllV'.itl(fs ue · a,~Ulted 

· fr•m l1ous,G1ho.lds .'1;in,d buii1ftePJte•.. This 11ia1 

.r$pr~eeftt u ~~~Mia ·oi hol<.liu9.• $'! g~•i"a• 

me~t «~bt: by botu,~lui14~ a,nd b'\\1d.~t1JS$$:S. . Bank 

·28:m:i~dl~tfGlll;, P• ti. 
29 .. 

· Xl.)id., P• 11. 
3'w .. A. L$\1i$. ,~- ~~-.. of. E !!?J!2!!!. flJ:'Olvttb {Ro~.S, ,l!l'll '11,il ;;;.. ~ 'I'll, 'I' ~ """' ..... ~.· .. !Z':;;; 11/t,t{ q;~,..... ' 

.:( · · · + t ~·~i··•-~-Q u!f, £ff~li,: ~!la-~ . ~~,-~~•-• 
' . ' 

311;udleb•:twer, P• :101. 

,.·,··, 
• }:C 



·. "!lank 11ote11 .ar~ :th$ ~s.t: c~ii fo:r:m ·of 

.g-ovett~n:t. t'!$b't1 · A i~ltoit f:i~an~EJd · · 

l'Dy, ·inflation .ref;i;n:1t$· ia ~•etu~t :con- · 
· at•ption. • ea.osed by :tl1.Ji11f: p;rr!c'¢1:s •.. · 

13 

J.aga'll'dl.as~ of .. th~ ·iOrltl; r>f lt.t$ ·!.twest•nt the: ft!Net!ntn,i(in~ of· 

tnd.ia ht:ts· rid.sett it;he fCV$tnr~rin.t share · 0.;f iinivinf td .. 9tii:f!!e1·atit.1y 

~-s noted ear!:tar.~ ·. !'be: dam.e$tte ttOt'ponte, !\ieatto:t tahow~d a 

cu1nparabl~ g;:;:.wth 1.rt th~ V<>1ll'll~ of ~a;;ings.. ·Pe,1tiod :v 

sav.~gis we-re more 1!han · tw 4uit cme,,.hitlf times l!ie volum~ 

;>f. $~vingti i~n i'fJtriod · t.. Kotl~ebo-ld · s1S.vin9 wets al.•o two tmd 

one.,..half t~$ greate:l: in P~;ri~d t.v· 'th~n in l?ar:·io4 I .. NE'Jt 

hMt ttep()~ittt $h~a ~be 9:r•,1test ;·rE)Wth. of tbe c•,ott•te 

· :ef hcutah,old sarlttt"' In Jl$t>to4 i they \'il'Etr$ .. ,tf .. :J; (Cl:rot't!:tS 

of Rupe$$) but f!:'$1:1 t·o 48,..2 11\ lhritiott tv. 

c.·•pital fo:neati$h ha~'. t~Jt~a p1.1<<'& on a ·1u11$ scale 

irt I•t.tta: in. tb• p•riod. 1f:ft ... iG: at t.he sa1ne t!anEI! that t•v~ ... · 

••• oo·l1ecrted ha$ .e~nd.e4 til"l•~t1'!•1y ... ft• ~ strltc~1.ate 

ioe1J not app~..$i' to hfi~ had· •r · t1fflificant ret~rcU.na et· 

fe4't o~ · th$ <Jl"'?With of 8~~1~JJ8 •. 

As no~a ea~lio.r, ?adla.titQ-e-s not impose-~ eMCesG 

i:rnt•tory ta,¢ as ll:'900fflmen4~ by ·uttgl:n,$.. Sale$ t~s are. 
- . 

lfQlegated. to the •tates ad: the "~t.$'.-1 fOVeh~t •••• a 

1on9 llst et eo•odit;J.~• an.t Mff1~es¥ tu~ at: muy di:i~ 

fer•at tr~$, as tts 9rea•$t sii,ql• •eu#~tll. of ta.- tfi1:ven.u•·•· 



The tate.s · on co~! tiras an..d o~rv:!.~.s va::ry fro:n no1:hi~f on 

neee$e!, ties to two h:~ind_rt14 ~· ~nt -on·. -e~rtaih lwm:ey ,im""' 

portl'J. Whi1 eoiuc:l.d:$$ itltl:t the approach that Big-qi~.s tak•• 

f!e .. :Ltt4U.:!t$Ct. taxation~ 

*lhlill!: ~em.pt!on of ,agr!i,eultu:ral· h~come;$ f~om. ifi~;Qffle 

tE!i~atif>n .at th$ fade:stfll l$'.Y$l t, ill irEttlik~$ss o,f th,e t~.r 

~1-st~in (;f tn<.U.a. :r.t hlils be~n t.&Oted that genelta11y low. 

ag1;'.!ci1l.tural inc~·$ 1i.-"Oltltt cont,:lbut~ :U~t;tl.Q to t~v,m.q$ · 

col;leot.ed, huit ln the•· intsire~.st f.>f. b:011ittsntal equity ,·thtd.t.' 

..,.,...,,,..,; >io.l ,..,,~ · ·t· '""""lA t... . .,.....,.,.. .,.,.,..&A J): . .,._i..,...,_.,,.. "-"'. "'* ;lii:l ,f. ,.., -~~ """""""'1lp~~ ... .;u, -$.;i'lv.;...,, ·l'it,. i;;,t;/1) ,Lg.,~;O·v\<iY· .. · ,ili.!!i.f< ... ~ .... - l<.&.r .. a,;..i.On ;i-..ef .... e .... ~ 

aeva1;:t!l in .%'.tit\ia;" rat~~ are b!gn a-ad pt~te.ssi1101: but: e:Va$i<lm 

ls st:ill .as tmldh of ft probl.r.1,mt in, lt. 'iltat in 1951 whea R1,ldor 

.e~t!mat.$d -that ! t: lnV'cl/11ed a. l'1tt 1o.s.s -to tt«a ~.:it"~t'l.sury of 

t~ t!(!. thre~ billion ~P~~ .. 3·3 :t,n the :fa~ t>f su~h wute· 

•P~t!la4 ~aili·on 1'.ald()lf $1\t"fa&Jt~ t~l!t high !nOQae t.mtpayers 

h1I req\lit"ed to ti.ttb:mtt $ · oo•p:l'~hethl!" . retUl1\ $Jh(l;IW!nt' 1aa~, 

e~'Jl4i~ei oap!t.al .fl:r.atuuact1ona and. net wo~th. This. llt011ld 

1$1teg-raue •11 tr.ansaotl~tiJ r tGlatil\f to · a td.ntd,l!l'l t:$)fpttyel', 

in s11cl1 a ¥1.ay that E')Vas1on tffitt14 b• i-,raei:ieal. 34 

Te•s ·~ 4?.«pitial" pa,tt:.1e\\lar1y the ~•t wealtb tas, ls 

a weak p~lt't •! th.$ Indian . tt;sg •tn~ul'fiih At.1thorit1e.&3 b.a:ve 



cont!:nuou!tly, :i::;ried to perfect it and 1.b was. said, in re,gard 

to the GoverJ1n1en·t of Inclia n.1.1i:,9et for. 1965,-66 i: 

. The additional wealth · ta~ on urha.n: property is 
int$11.ded to serve as a <J.eterrEint. to excessive 
invest_mcnt< ;n.·. urban. p~oporty .. and, to. diver35surih 
inves.tment :uito Ml;'e. prod\l<:Jt.ive channels .. . 

' ' ; . 

:In the list of e:Mempid.ons to tbe t.a11 on net wealth there 

are two highly que1?tienable it.eins. Whi!ise are; (1) land, 

buildings, and other a.sse-tfSI \Uted in agricultu:te, and (l) 

7$. 

. ' ' . . . ' . ·, ·. ' . ' '.' . ' . ' . ( 

personal assets whi.ch include works. of ai::t, household goods 
' ' ' 

and animals!> Incentives for d$ve1opment $pending are pro

vided :for wit.h e:.itero.ptiens from wea;lt:h -t4x of (1) investment 
' ' ' 

1n new and separate O(l)rporatio!lls, (t.) <!ttu:t•in sharet of .cor-

porafd.ons, and (3) OQ~tain se:ouriti~s t,.f gQ'ver»m.ent .. 
\ 

Few taxing measures ha.Ve bee~ so roundly Pondemned 

ud yet. survive as doe$ the e,q;>$ndittU"es tax. :tt has been 
' " ·1 

at:t.aeked from two 'POiBts ~· Pi!!rsi!, the idea. tha't ®~$ndi ture 

is a bett.ez- measure cf ability to pay than !n(JQme;, has l)een 

cal:led na, dot:tbtfu.l eontention,,. 111 Second, the records re ... 

quired of the taxpayar are "beyond bis,powers .. u 36 Another 
. . . ·, ,_. 

~rit.ie mar$hals a more e:l¢t.en•:tve u~nt against. it. a:e 
-1- ~·,,_ . . i ~ 3 7 . 

m-es l;..nese po .. n ... s: 
. '· 

(1) The complexity of aetministt"~tt:on makes. i'tz 
' . , 

unworltable in J:ndia because of the l.aek 

S$Bul.l.etin of ~he R~serve BMk of In~!a, Mar·"h, 1965, 
p. 287. 

36 · Uto'.!ui, ·pt 106.., 
31 ... Chelliah# PP• 131 ... 35,. 



{!!f trained per$Qllttel in .the ,t:~x departn,e:nt~ 

(2) ·The ta~ as r.ec<:'~~nd;iil~l by Kald,<1~ grants 

fav<>rabl~ tr~att"ll&llt. to all $avi:ncgs ~ · All 

!11cen'!!lv~ tt;, ~ .. vin.g~ tt> flow. !~to p:re

d:uoti ve in1111t·t.!ll~Ut .1a n~ided .• 

(3) 'The t~ as< in.tro<b.1:a$di aff~ct.s too few in ... 

· · divitluals to b~'\fe ti\e ·tl~:ai:red inipac··t on 

national. eonsu..~t-:ton spti1tlding "nd !nve,s•t. .. -

ment patter.rt.$.. $'he t:d · affedt~d onllf 

6.;000 of. the ~70~172· -ind!v.il.bi~l inao,;A~ 

'i:a)f,p~yers t:o 1959-59 whel1 it vta@ i11t.irodueed,. 

A s.tate1ae;mt ·of th.a gene.ra.1 feeli~(J' ·a0r>tle,•nr.l.;ng the $~~1tue 

tax :L.$ .fauna in the infu:oih1ct!on to the Gov~~imei)t. of Xnd.J.a 

Budqet 1,SHi2-·63 ~ 

.. .. . .. the E8Pend! t.ure ~a* ls . p·r()po,aed to bE;J 
t'.lbf!.)l.is.h~ll e,!nce it ha•· ba~u .1 tbeffeet.ive •• '* 
eettr.tt?e cf econ~mis fS'·s&t~a!nt,; tU'Ult.t~a<::tivQ .as 
a . a0\l~C$ ~f: :tt•va.n\te ·.· · :1•i~ltif ae a s:cmr• 
of adm!nistltat!t.ve dont:tol .. I 

One authol!ity has cort$ht•d on a pr.opetu1$ity ot $ooncmist'1; 

" .. • .. ·t.o r;eeommend f<>at adopti:(l!ti in un4er~ve1o~ GO'Unttias 

4$,ries too oempl&:n and e:4'.ltnt.rov~rtd.al "ho be a.dopMd at. bQm$;; 
'i.1'39 ... . . ,,, 

:u,8\1lls·Un t:iit the a.S:~ff~ B.£iak o! In6:!a. A~r1.l., 1962, 
p. 530. 

391i"'ii..,Al ·L ·, ,... · ·~JI'."\ 
~iili-i!-J!.Q• eu$.-.f<(t,.;c. p.. .r;.'i!li\i. 
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lD:dia abo1!$bed th• k~i<ttue Wax as propm1.&d in 

l.9~2 but revJ:i,ed l:t. !n 1ttU.. 71\is ~e,-al ~!ld reviftl th.ow": 

'Up in . tM s'ta;tiat.lcs of t~n:~ iu, ~ 41p t.tt; ~ll.~etions !.n 

1162:-tU ad_ lt~l .... f4 ... Ravenue f;om ~llecti()rts of ·ttltte Jl)tpm1ili

t.ur-e Tax tor 196.5 .... 66 Wt\$ 0.;7!3 (Cro11:e$ of :Rupee$)~ :tri:t:at 

;rtat'dr, lt.se-st ,:. eoll.eQt!otua w~zre o.,...64 .. 

The •~1u,n<U.1t~e ta:iit as a<lopt•B by th,$ ·Cent.l:'el Gov-en• 

~t · of ?•at• ts 4!fter~nt ft?Q!i that 2:'(tet~lded by t<&ldo;r 

and H!g-g!ne.. fte tllx. a.ia ptopotHi1d was t:o suppl•mel\t tha in ... 

come t-.~ .ana n,ci~= :rre:tea of -!t1tttu~ 1ta• ,,ue to be l••r•d"' 

aates·.,., lne•- ~~ have not btl••- t'$d\l~ tO; a ~i1l'nlf!em1t 

~,tt~nt... ai~gf.n.t l'e~:end4iad t;hl,tt a.te~ ~, ezt.pfA!\(!i.tl:it~ tax 

b1.t $e·t. at t to 20 per C$Ullt;; Rata.s hav~ J;)e"n s~-t tei ran,ge 

ft"Cll lJ.) to l.OO p~~ ce~t. Th• vlgor<wttiJ ·E1Jnfo:t'c~~nt p:t:¢>pcaad 

by bot$ Hlfgln~ ar1d Kalt!~r h~s so fa:r: bGen beycn.d the citt""· 

paatt!es of th• ta:xinf autht:>J-J.ty o.f Il1ld.ltih \'he usfj of 

c,ompu:te:rts in tu. a,oc,t)unt1nf bas n~t b$e~ lnilt.al.l•f,,.. 
. . . 

~e list of i!lillf~:mpt1otuJ ftoffli tb~ egpen4i.tia>t'll tax is tM 

long for 1nc1'Uai01a b'U;\ some of' the it.amt with doubtful ~•tit

ima(J)" t,o clal•~ f,or e,i:Qepti.o,:n &.Jt• i 

(1) :a~ent'U. t\U"e . for the ,ur~ase .ma m1.d11titnari~G1 

~f l!ve•t.ock; 

(2) Bltpe~it:m:e ,~ th0 marriage of ·,he tu:p•yer 

or a d•pentle~t, 

(3:) Purllibase,s o-f books, 

( 4} B~p-e1ute$ ef se.Gll!k!tt9 e.l11~t:J:v~ offia• in 

India,.. 



412 
''~CJ!''"~ •. , .. ,, .... ¢· 

fl) 

for five ~1r,a~s a:rict di'Viclen4s ot 6iO~poratl¢tns 
43 

op,e:rat.l.nf nt!'\',i;l' ;bli<'lttfJ;tlti,e~ artt<3 al.}JO e~~mpt. ... 

pP . .-, 213,.,~215 .. 
42 

tt~:r:Ul 

78 



· (2l _All bU,id.nes•lii\$ m•r tledu<tt 'a 4flV$10~eat rebate 

'rt'OJU btla!ness prefits ia tb$f$\SU: nw·m.acChinery 

and plant Wei:$ aaqu:ll."$4 ~- il\$t.Alled~ Th• 
. ·".,; 

ilevelJopment rei'J~ize vu.tea w!b"l the kind of 

ase~'t add~~ a.~l'te&. 

(aJ A· is pe:,; ae.nt .r:trf_· cQJS<t.. rebate is ul~4 

on i>.$W •oh!net:y and p·.l.~t 1n$t~1ler! ·· 

~te~ 1.~a:-cb 31,. · 1:914"" 

(b) A 25 p,ur e•lit of eost. r:eb~te 1$ a.1.lcwea 

on new ships aoqu1.t:e4 a.tt1Ja: ;ll,tarc.h 3li 

1954 and b$tOl:$ 41'.MlUii;r},( )l,- 19$$.. Af~.J' 

. Deetimb4tlit Jl, 1t57 ·t.ll$ ~•:bate l.s 40 Pft' 

c:$111: of · ~ost;; . 

(e) The. de:v11loJMn\ ~E!b&t.1$ i• i~ additJ.en 

to f(i)pli'etd.a.tiQ&; im4 d.Me :!1~ aff$Ct'. 

dspreeJ.ati® c~taU4:rn._ .iMi,sete · aub

jta~t t.c devl;llop._t i,•ate, f>Ver tb.ei,i; 

ilep-¥'t1~i;atble: 11f.e, a11ow t.h0 ~pay$%' 

. to l$dU<Jt: 1)$ p&r t:e:nt. of ttut;iw OO-$t .. · 

(tl) Dtvid$nds wJiic:h· a1r~--~etwi bl'• eompany:tt'otn 

~n Xnd!.an comp~ tma.it meet.. o~ll'tait,t -a•altft .... 

c-at!cn11, $Uh as da~ of 1'l'e9t;st::rati•, G4 

$tlif&ges ill MY &f .. t-, 1a4uirtl'y ca:1$9Cries, 

an ._.,t;, f:t:&ll a\l~l"tale but. not :bu,•• ~ .. 44 

44s,ri,.;f ,a ' "" ,. 1· ·7<!!1 •u.11,:~..,, P·r• ·• .., ;p., 



lttte,re~t pa:t.4 to fo!'e!tn .1$.n~rs ~Y ~Ul!Jlnce.$$1i i• 

t:ntH.s;;, attn !n~Nat t,1.ia to. ~•.r~miM!\t:fit on ·~ff't-~ .loM·s 

gt.tuanta&a . ~Y th~ ~l'\t:.-a1 gov,Et:r•-nt, . a,:e: e~$mpt . ft'om f.r1-
.. 4$ 

Qa?te -taa. 

· ~he e~~tions te th~ J:nconie t:a~ all'·.~ . .tn~en't;i11es to 

inv~sit,. !lhe~ aire alsb :!1:e~:n~~;ves .. to .bot\~st a:nd· aocuat:e 

fi1inr of tmt retttttt~."· . ·ny and lat-9i1'! t!h~e~ J.n~n.tives At'ij]b 

1e.<:!ii~g twin~ the ta~ d~li)n•ai'lt stf.11 has no ta¢an.SJ .of eh~c:k

im.g on mt4~~Po:tting · of !no~. ~,:(;apt by •am,ple aucU, i of· 

i:ie~ns :filed ... :tn ,11uiy aas~$ ta:~aye:r'S bein$flt £~ cort

®,.ling t:r'art'SaQt!ont'!1. St!U.~,:a ,do not 1:eport. sale$ , leavint; 

tne~ mde,:Sl\t.ated, wllile bi:iy«r·~ hold aeaets ittot r•port~d 

fol' ~aaltli t•atJ.etn. ~a~l!e ar.e not !11terloct.ing so that a 

tzaltpaye,: can re;poz-t ci.n~ ta,r, t,&y .!,J1¢r~, ~~rately 1$tn4 unielt

npo2tt .. ~ht'nt, say M't "•lthr." wl'th. little fee t>f bjlittt 

4et-~ct,~(I* The !nOe'lltt!vie to '!.J-ff F"vi_ded by the ~f(pe».d!tun 

t~ ap,p$~:s 'to, be, l!m.tted ,1tne~ tb~ o°"t"qi!l of th.a ta ts 

•• nstrlo~d and tha tt~nipttlons $C .n~l'OU:$. 

Ind:ia haa m~t1$! ft rt'!al eft.ort- to pr-<.>v1.aa :ltu::&;nt!V$S -to 

!aves\.. ?:-em t:• lawtt at',e fill•d. with ta~ eJ:emption seh.-s. 

'!he value of t,b;~ $~••s it · qu.e,s:ttonab1• aa~ becau•e ~,r 

cost ts 1ndia:!'$8t, · x-1tfe~11<:i ft>t'~.,o~s t. thetfl) is a •ndencr t:.o 

fe.-v:~ uhe:tt ov:~~ 4.l~Cllt subs141-s. 41 ftiese ocu14 bft replaced 

~:~ A 1-cte 
e~at! res$" 



with ineentives that. h.av~ a mol!'~ Jrft:t·t~ict•d •ff~~t >tuob at i 

U.) genetrous loss cattyb•.ok and, ear:iry !t>rt11u:a allowai1.eos, 

(2) :acce·l.$rated ttepr,,d.atlo.n .J!'~:\e$ and. (3) pr~f·~re11tial tu 

rat~s foat )!'e.1aw1t:e.d p'l"Qf!:t~" 

tf the tax· •truottt'.t'e is ·~o be C!\ff$et1V·Q. in p#omottn9 

capital feot1ll~t.ion it: mu~t oentta.in incetd.tivia$ to incv~~di butt 

the oowar~an't!ed f.avot"!n9 of new i'tlJ1tiistm.en1: ov,0l.!. eat.iab11sh.fiid 

erl'terpriae is ,1. p<;ltot .of .wbi,eb i, .9'0Ve:t1nm11tit sb.ou.ld be walZy,. 

(?'apt t.al . ft>~tzi0*1 ia not promoieed .by tb.e at:trattting of firme 

which ean f!l'Un'!Vll'! <mly in a. t.d aht.fl.ter tll'lfl. $t'lCh fimllJ usu

ally 1~ave a.t t.h13 ~:nd of. .an e~l'iffltpt.!on pe:r.tc,d. 

!'he ~c,onomy has made .s good ~eeom of growt.'l over the 

peid.od 1is1 ... ,1 in revm.1t1e ootleeted, saving and inv•st;.tn$nt. 

:tnflia hae compiled this r$·oord in .s:pite of' large seal@ pov

erty. of the mau;i.se.s and ext:ernal ~.ontliot" Espeeia.11y nct:abl.e 

ts the large t;rot4th. ill ho,uieht,14 · savings tn spite of· heavy 

ta,ca:ticn wh1¢h tndi,,o•tteg that tbe '$fFit• of tal!ll•tio21 has 

~ttkeli reas~ably well. 



The objtaefd.ve of •t• ea,t.esr ts t.E> ex~e the eeo

tif)tliflit we1fue iffipl1catlas of lb.& liffW pro~l. Wh•t: 

chan,•s in the 4l,•tr1tmn,~1oa of , ..... ,... llke1y to '1~ 

follbwlatl th• adoption d · $:ttob a ,qstnt What aft tlie 

pli'oblem:s of. -4:iu'-nt th«t •r oeout 'ffliat. •111 be th• 

tmpa• ef tha• ebante• • ~o:ru,-.rs, wo,:ke:rs, w•1n••• 

.ft.me ana tn•esto¥s7· 

Mjus~u in wen 11.d!fNt., prtn and.. ottt.pttt, $,avta, 

ma c:mn.SlUlpti.on, ~ lnv•s ... ,. will. vuy with the i~ 

11~1• of a ta• !:a-.., eaplul •r t:raMactio.m:s •. 

The :lacd.4e:nae ,m.ld oti.tti>u:t ef'ft~• of n4~1t ,otiey 

wtll be t~ f.l~ttt. uea ·e:f ate.a-ion. ~s• efte-.ta are 

:ea•~•~ the follwlag relattnships,_ 

fllbli:.: atlt4 p~tvata a.aat . iJtaw M tlle tlU1M itoUl 
et#.4.~Dt e:f :l'~so:ca••• a.a •hue ln the$ .. Ollt ..... 

. pt:.. lfherelf)y thtty jolatlr 4•-und.l\e nlatlv• · ·_ 
,rt~• of product• -4 faetAen, _ the uaes to wld.oh 
l!'e;1ou.i:cea a#e pUilt,.~ tdMl·VlleJ 1a wh1dt !tteam.l• 
ats~ibu:•4,, stm11-.,r1,-, th, ft. of . ~lla and 
p#iYate e~tttue, •4 r.e•l:,ts job to 4e~ 
miM a9,r•gah. 4'1_,. •• he.-. the •tate •. of ._.. 
pto,...nt. ad th$ 9e.ae:ra1 1.,;e1 of prt ... lJ; 

1 
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til~n t~m . t\¢~ 1'~Cti1f)d, th~ Btatut~ plao~~ the, 
l$gil\l lil$1)ll..1tr \tfQll p,1:,:ti~ulat ~otu,::i1me1r~ at' 
f i1"1~1,. . tib~ii public e~i?enditu1t~$ .. a.t'• ~a.<i~, tll&y 
,~ .tc f)ltrot~a~~ ·. g~~cU!:!a !!':~$~~~~~~ frQm $,e~1fi.~ 
:f!JUkfllt$ c,r iflr\itotv~ 9!fftii1 t0 pa~t.1t,:ul,11ur ~e~ple,. 
T:h.$11'$ i.~ a ·~1~aurly j.eflt>.$d pt,.ll'lt. Qf t.mJi~et: 3,t 
whi@h . th~ publl$ ~even'0.$ ··t.1~ $X.PGn4,:i ~tuz~ flew ie 
inselTtfi:it, b~t t:be $V~ntut1l ;it~tr!Ut)ut!on Qf coats 
or be:A.~fit~ lfl~Y' ~tf f~t fll.'~$1d,.y fl'mn ttt~ way tft 
wbieli the i:ii!tialt 1!-b11,iti,.e~ at<~· &lat:~d. ·~n~ 
f! .. n,.t,,, ~e&tt1l:t,,t d~.p~ncl n$t ~nlf ~. ht>~· bttelg~t pay,..,· · · 

· ~i~nta $.rt.l' inl'e:tt~d: i.,~fJi e,zrmt~.~ butz o~ h~ 
tihl(!! ~eo~o.m:r attjt.l,1tt1,., 2 

'.?h~~~ ~,:::tw tl1.~~i,a ~~jc:r t,,(ti,~.om!.~ ~ontlH,tg11,e~~s -Qf t,t1itt~-

fQ1i.4f,. · ilfh<l'i t..r;·~tuJ·t!et <:;i.J ft:~t,m pa:ivate t,Q p~1li,e 

·ea\pl.~}J~~nt; te tlifJ 11;-:St. . tJ1u ' ~f :f~~~m.. . /~lven, ~ .1~\'l'~l ct 

1r\l\ilf;O\\llt',~ms. rf.Jtiuc~s ,tb:e ~aJ;J,O'flt~t)lli! 11111$,:ilrabl~ te tbe Jt.'iViit.e 

aectoa;r.*' ~ld.• .t'~pl'$1u,~~s t.b,e o:,~nu!t.y tlo~t of ~atilifJing 

t~l!o .tJ'Qft,'t:111., ltn4elr e.,onlU.ttoas o.ff f\111 c@m111.c111ent., 2:a"" 

. . 

r~qu.i.S'it'lon er flil1"" 

~ .matt,nr l!Jf :lndi.f"'~ 

f•l'ft·lMte b~:l1i•e~ ta~@,$, bc,ti:rowl~g ·OI' ttuf! :,rtnt:!.nt ptftu1s. 

Al1,oi1a:ting ·tb.fl· ~~at, ~-~~,· :b1.,Uvi.t\i4iia. is d.~tt>~~tna~ by 'the 

. . 

i\\.fl~rlSG\U'C~ trans.:ffr:t~. 



'!!,:a1:ou'l'OG ttraiu.,ffltll uy .-u with•t ,.-a, aa4 t.-s •, 

• t.pos.« wJ.th°"'- l'ea~• t:raa.f:el' It lt4 

· ft•,· •·•n.4 d&\1t J.• -· ·ftnin11'1•11 •~• · lfi the 

tta-Jibut!- Qtf b~ ava1.1Dl~ ~- priv•~ \Ulfe1 wbt.oh 

aay be cailld .if :tu;c14Ga••-~ ~5 rif.a,t.~iktiom'l1 ••11•• mar 
:, ·,' 

aoo~y -~~ la ba49'.et·-~1£q with or witbwt "~ 
• : • r • • ' , • ' I 

u•a11fe~ 'tO pulic U:!Ml·. ·Cftmt.d4:et> ~:tnt: tth$ Mn el ••·••Y•• . :., ' . . . 

tlt'auf•r ~tth fltll em»~t.. AA l~•~•e ta public ea• .. . ·: . ' .·· . . ', . . 

.pe:n41tQfts _reslil:,• 4..a a, tara.sf.fN:' .of- r.ovoes -wM•·· 1'&4u_. 

· tl'eal ln•m:~s .tn Ill-•· p#f.t1il'- seeto.--. . Th• ·~• of ti:ae•• 

•·~~iu• the distt:tbUitit.ma1 ~~ &f tb& ~ttnsferi 

(1) it the•~• t• e~i\ Ol'fllation a.Sin .... 

flatlo~ th• p1ti,ffll 1.ve1 wilt ad.ff. s-
~.trlcr•~ ut ttualngi\1, 1d,ll lag,.. 

(!) :tf -~. swttn is t*'°• t• • 11ais••~ tho 

=:~11Hd:.t w1U 4:lfferot . 

Chaapa'· ,~ bt149et poltey •l~t ••• .... tl'uaf•t ·ue the . 
-~~ -Ct&$&.. i\$SDG ftl1 Gmp.l~.t, ft8 tto&ey, fLDWlffl'l 

(batik tte4it, p~t.nttlat' ,-~••t:t), all na1· -~~tuoa bJ' 

pveir~a't m:ms·t~t" the ,P1Nt011 l.Gwl .tll lf1•• qd th• 

,,ever-m1•i*~' a outlQy h ~tltlQ:f t~rit.J~ wtll ift•e•••• ••• 
w11J. M 41.sulbu.t&.••1 ~b,•.,• "aen,e p;1;1o•• ao not obnp 

at •• ••• ate. ••~I',, BO· Mlilttiona.l ~so•c•• w111 k 



b:'m:\sfett~ed to ptlb11Q ue and tbe~o'ittll h•·no. change in 

HS:.O\UtC$S available ff;llt p1:tvat6 us• •. This re-std.:~ al:so boltb, 

if tb~r~. is an in<Jrea•~ in the .Prio\i ~1 as T.f$ll.. as t'.o 
' . 

subat:1tu:t:1ons bel't\iemt t.~~lt of equ.fd .. yt•la whidl . lllave tbe 

p~toe le~l \md:t&il~d:i.6 

~~put mffe:o.ts •tte ithe third •:Jct' co~$c$qt'lenn of · 

b14uget. p,elicy:. ~es~ -ffe:ct·~ ~1:'~ d•ftnt1<1 ae ehang,•14 in 

ti\$ l~el of ~1tput er :r$a,l la~ ,te••ltint · ftom tJhanies 

b,: budget policy.. oat,111 ·e:e'f$et,e· uy ocwr !n the al,SJ•nc•. 

ot r~scurce t~attsiet- but wtuin ·a<a~alli•4 by· t>esou:r:• tr«U\s ... 

. ferc \bey .may dUsbt!on· or· J.•o~a$$ t~ #~sulting .t,h~i• in 

:l'8al icCO$$ avallab1$ f(l:ir p,tiv&t$ Uth 

Cl:umg'es in eutpGt. in a ~11 ~1oym••t ·eeetft0ffly may 

.-.... ·~'""'-"'· 1iif'VA~ •~,~n.-

{l) ehange:s in uch~tqua, 

.('?') Voluntttr:, ~Yuano:u in labff 1upp.ly, 

(3) Cb.an~ea in a.a11iaf ad ciraptu1 fomaid,011., 

(4) Bffici$ll¢1 of re1Bcu2!:'ee usa~ 

'the inte:t4$pttl14$n.O$ tit the v~t'ious t.y,es of ehante 1, ~<ati.e·

wo~tay. · l\11 t:&sout>~ bansfes:'; · in~i,lan• an.d (!)liltpu:t effects 

fllie pa.rt. of th~ see ad;iu~nt .f~oeese,. ~he, nlatiort ~ 

be s~te4, 

out.put eff (tst;s bealt u:pon th$ itistril>'L'lt'lon o:f b•1r 
C'(l)• and, hence, 1ntd.4e.Ra$.. D!Elt:tl.'i'.b•tional ctuuu1•• 
or. 1:nelilence b•iur Oft the 1~••1 of output... Beth 



1ncd.4tm• ts JtQt a fuotlon of ~lin.g•e in. as~l:ub p1:t•• 
, !'' 

t..:ttt of o~angea in re.l.ail••· pt:1•s. •fletr:t•4 by (1) the •t:.rl.lo• 

tuft. c>f. ttax:atd.eta aad (2) tnQrk11a ·,ol"••·• e . 
1!ht1 re.1at:lott of ~·•au•; tl'mit$&r,, l:at:d.4cmoe ~ ou.t; ... 

put •fl4\ii$t11J t,c, speeit'l" cdiuui,e• itt lt'Wlflt\. pol!~ ,c:aa bt!J 

s-Mn e4tt,: .tM f:C,l:f.O'tJta~ •ti«lti•fl.t (1) fttll •-l~e:rait; 

(2) P\lb1lo ~4itUNe ue cett•tot. 1» ~eat t&~s, and (3) 
. . ' , 

~o oh.n~ in nt1011!i'~~ ~aas:f.!f:C: to Jmblie •se.. Ch,an,-s in 

tU.s1t:rJ.bution ~- ns'Glt t~ a @atlf$ tn a putti«1mlal:' tax 

fnru,tion., Supp~ that bi~ t4;tt .l:"ill~$ u• •11. tnNm4J 

t.as yte14, in ,:ea.J. ·acl\4 money •~, fall• act the p,:ice 

level. r!sea as pt<ivate e~tturree !l~.Ot'$41l$tt,. Nbli~ ea,,,, 

pe;u.11tt11tas. must be £aoteas.a4 i.n ~•1 t6-. ·1:0 mud.!itah area.1 

puitchaGes .. 

irem yf.el4• 1>tse with the ~ielnt tn.ct:.~s. bu.t. tha initial 

lt>•••• ai:-e not f~l1y ·r~«Gupel!ti 'fhe trt1Hi1u1tr o.f the tnflat.ioa .... 

ur JftQ:$t1Js !• a •tsd.nt itet!ct.ii 1.tt ••-h t<oond., 'the fllistri .... 

bufd.oru,1 oban:te ls a -,~tue of the ,-ittal )l)ftt:tan ,,., tu 

a<l:,ua,bnent and th• ct!strlb1.tt.imud. rsiultt of th:• iftflat\£01. 

' ' 

-~ .. ~It' t: 1:n'. · 11tt···t :nil ·, ·;r' e.1r··.:4 ·s:· .... 

1xbl.4 .. , p .. 20,~ 

'sll>l.4. , i,;i s:10 .• 



of ,ta~ £ lnatri:!~(l a giv0ri 

me,tlin.tngfill stat.ematxt of J..t,$ 

eid~n.cre i.s the !l!ff~renc~l !n 

·""i!t!.< ,,,/t · pill'""'""."'"'"'~,!., ""'"·~'I""'."'·"". '1'· .. ·•. m· .. ...,. .. '. ""'. ,n ~'4--'l_.,,;_Q~;t.. --¢.·"'i~il';~il,;?~~#1.;L, ·\;i,·~,...,-~p, 41!, ft V"_..-~ 

, ''01:ftet~ntlal ,~n

ta!1st:ributlonal resittlt$ ot 

oth$:t side ()f diff~r~ntia:1 

d!f'feltettt1,a3~ e~per:id:t til~ti 

OJ tta:,i; tl'>iibsti ttCttl~ns tn.$ljr eb~llf$ the. l$:VitStl of y.!.•16. 

iri r~~l or m~n,i\y te$$ .. 

OH :tte~ot1r<1te tlt'bS,ir~:e 'ti) pubU.a utim tt~nst.an:t., 

'(3) Pi:tf•rential ttioid~•uie i>!: a ~hangG ~aillilr$d in 

t?v~ 1,rvttl of 4~:fi~!t or i,1;;,rplttfif f!nanue. 



i~t'$ i:nctd(l)11e0 4~a.lt4 w1.th · -,t-'Sl) at.;11:1:rihtt.Uonat eon ... 

sequen~$ of altet'~~tiV$'. btm~l.~a ~, rs~1:ud.1b.i:atlon politdJ,est." 
' ~ . . ' 

tbes$ may be: e1ltertlat1.ve pa~t1,es· tltl·t !f:axe:i', a1ttial!'nat.1v&s. 

mi.3c:es oi tu and mo:n~t.~ey r~st:ti~t.iorut oit: the· e~J.n.ations 

oif ·· ·QOntrol devie~.$ .. . 1:alt in~td~n~ baa new· tum,,. <>n a ltoaite!t 

•atti.ng th.$\n a· measure of re$~~ce · t:r:t.1*1,gf~~ th~;b publ.tc: 

enpenditi~e,. · 

I1ieidett.oo it m~afflur~4 a111J ··1t, ~plies botl'i · to ~ group 

tine! t:he :ittdiYidtml . .., · We a~\'ti··mos't c~~ed be~e with dhan'*t 

as they aft.eat. grO\fpt of indtvid\\aL~1 but. • mat/ ft():\ 11•91e:ot 

tt.\e intU.vidttal i$nti:!..,ly. 

Change.,ia i~ dist:ributiein •ffect the· ill4tvi4ua;1 tbtwg:h 

ehanfet 1~ hi- r~al ut(.ff)•• ChanfQfl 1~ real in~• ~-•llh 

hi'ffl fth1:c,u.gh his 1noome sti:'eam wh.l.«ti •flffb ~n· th• ·$.OUl'~ea 

ad .. t!e eb.W\ff$S in the t,;le.'!ae he g'$"ta ft"Gm th• S$ile of his •~r

vlces; and .,n: the \1$$$ s.id:$ i"~fl$ltl.~ 4bangea !~ the p:xr!cGs 

ba must pay t(>,c t:h~ trmtluet:s ~f 0~11:1~.$ . ., tthant~~· !n bud1et 

p&l!df reach him b't tbe sam~ tt:lay so J,oflh si~a ~f:· bt.tdg•t 

:,o11ey mu~t b$ OOtistiltleir&d in adCCQt!ag for· .an ln4tv.l«'*il1 '• 

new po$it.ion ~f'tet .a bttdgmit, ola•~·' 

Tfh•a conf'rGnt.ea witl'1 i\\. •as~ ~f :t:ndtv14ua1~ lt .ita not 

feuihl~ to follow the ®e,~s bt buil~'t pol!.ay aflll tlie)' af .... 

;f~et SP*)¢1:flo !ndiv1d.'tUJ.l$. Baell iftd!.v:idtHit.1 ha.s a cU:!fel:'.ettt. 

. !a.luta1 l$ve1 of 1utM,me:, Jtee~!Ve$ a dS.:ffEi~~ntt eif~'t fi:'Gl'tl 



. J:tie,C'itn@s frcm1 ~a1'.>et:l1;:14l1y 
b~<1tatil1r dtdt'ined, ~ec!t1<!e1:\ts at high 

10,,-r pe>!n.1ts itt SPllle, there 
!.$ ,a g~arw.1int 'ta.rttieiidf :l:~r tt&c•pl.(l :te11.?ei ve. in•"' 
aoi1i~s frotn a V"a:ld.~;rti1/ . ..... . :ir.tu..r~~:~i. . ~h~~ . the fo
e11$ of thE!! dJ.st-:,i,ihutiloii p:r:el"1em ~!ta sb:!Ji't~ to 
,.. ,...,c.. t'.,:;.,l;,,"'1· .· ;:! "'""'"'1"'" 4 ;;.,.4,,,,.'1'1'""·"""'1 ""'""" ~. . . . ··... . . . . ... ···. . . . "';!., <,(;$~,,~ . ,il.~,.~;,-!:\\.i· ""~"~'"'.1r""*~-eu.~ 
of.·. !t.s ... soul;'etl * ·. Aooordliifl¥ 1 incidence . a.ii .. ·. be:t:'e 
aeifi.n11ii1:t to iJ1 tU.~t~U:tut.ion 
of in¢or~e ~~i~~, euiii llt,t by fa.et.er 
f!H<,.o .... ,,:~.,, ,o the 'SO:?£$€, r~~1a!~.s 
signiflt,.a11.t fact tbat a to:uree, r:>f .. i:n-
conie ,:tei<:tl~nt~ . l~ . .· .. ··· .. ··· . . .. .· "l'ltOVi.!li Up t;ha lb!"' 
~Qme ~eale,. wt:t:U.~ ~,i,p:iti&.;l .risesh, 



high 11:l~Qme \$~p$y<:Ut$'" al tbo1.:tgb the:ee . ts ,~$et.t. valti$ty in 

tb.e fiactol:i' shares !n a s!:ri:~ b~ae);~t. 

~he tb~o~ (l)f fa~·toar shar~.s <!tan 

<a1;hle~~(;! ~pp~oi.ltdh~d by :e;.i~~ 1',:r~.$'kttt,j 

set a,siet~ w:uil Jtn ... 

inoome. In this 



I 
! 

t:ez ceat of la~ ra:Glpieats 

FifU'e l.. flittkiktlon of hose 

tiatela1 41ettt1b"tatd.oa of 1n .... · • ODB 
l. !.Owest pet: oe-at of ln,aom• reelpiatw • OP 
a. •• -., of ta- of -op • ow 
bsae UA1' • cb:u9e 1• b't.tdw•t politlf tetu1te la • ~
•t•t. of ,u.suibi.it:tloa; Ollti 

,1 

1. Coeff1ol4a't of e.qulit:, bef~l'e itM ch•te, OJ,t,;JV OM 
I., Coef:fttd.e11dt. 6£ eqoli'Y aft.•~ the _ chute t OG&A/ _ OBA _ 
l. :aaito OQn/ ODS& aeaRfta tile liM~U..•• o~. 4isui~t.loM1 · 

Chu,-#: -
a. a.atio •~•4• 1 t !Md.ttoae iAJ p1eGP•••ive. 

!: ::: %:1t!.:s '•!•r;•i:,1:n:,:-;!;*'.:!.I:.:•1:itai .. 



. . . . 

q,;ataed as - Oboiee ~tlit$$!) ~-. em4· le!.aul"e. b the 

ab&&noe of .a tax the 1rt41v14•l •eo••• betliNNH1 •• and 

1~1SU$ to- auaaimtae ·at.• :i,atisfGtffloa t,y· bal.-.obt.1 • ~•tt 

'o.f 10J.&i11·• apb$t th• bo=c h• OO'flld derive from wukog: 

a like ~~~·" 'Illiatfier•~ Wl:'\l~ ualyed.s will ~J.p to 

~~-i~ate the:~tl ol1Q!e~s· mld •how~· wotk effe#ii: £11 ttf..,. 

feet'1!4 8$ o• ·taa .ie . .ub-ll:blt.u.~ fo,: •th••·· 
!fi~r4l 2 ah~,c .·aaj.ti•~enu 1~ ,~ aifon al!!l ~ sub• 

s'tltuti:on~ ~ ~.. ltssa~f ~h.a$ td.1 ~ ls •«itt in• 

~, ~~l11bt"1um without ta is att po!~t c wen ineoae 

v••tvet 1s.f:JJ"£. 1~:t~ul'~ ar•tal~! ta a, 4n4·~$ wo~kd DA. 

~h,. plaotnf of a pt-~£~a1 :tu cb.~a t.h$. ·~ of t.h• · 
' 

waia~· 11~ of ~.,, uigu• .in~~~ .. ,~ on tei mr ~.Mftiq 

~illbir!• to· ,oi•t. a ~~ ·that t• rteltt !e •·· ;!tS.~~• a 

~R.1•-1 tatt ~1$$ a aout•it- ,e~t..90 ol ~·•• tb.e .. . . .. ·~ . 

··i-.J.neNa~,. p~-ete•~·f• lei.a-• l~ utlo.abla but not. 

$\l!tV.Q.. flllbsl!t\'t~:l.oa ., Ilk ;Ji'09JtfA.~,i~ 't~ tot: a~ 
. t . 

~1~1.· ~ cbtm~Q tb- ttlo,;a. of ~· tn,i.~ 11• ,~vu•· to 

AI,.w!th -e •• ~q~l1!~:rtu at toi~t.H whe$• t.as rt•14, 

mt, 1.s ~1 to. mt. tho t:-.• have IM'fU•l :,l•Ml• .. 



!191.ui:e 2.. A4jtu!~tdt,$ h ttf<:>!rk lff~rt 

A,~,aa that all ill~Or~ !$ tfi tih1e !oarnl of ~o~k in~Q•~ 
1 .. L~isu~e Qi ·(>A 
2., Wag-e .· L.ltl$ • .f\.~· 
J.. "r$,..ta;g e:q~11!bri111m .!;\:!. e 
4.; t,!st:tibut!oni 

Xncomca !i'iHJ$i,re:d. • &I 
L-1t!sWta )f~tai11e.d ~·· tr> 
!fO't:UtS Wf>:t"k.ed ._. l)A 

!.. Eqid,lihr.i:um ~1th p:t"{)p~rti4i>*1,~1 ta~~ 
. ~QW fie:t;, Wtlf~ 11.~t; • AF' 

1Jei$Ut'e l~<ireased # oo to 011 
:tneoane be.t'cJ!'il ta• • 
'l!~$$ taid •.GI 

. ii~w equ111b·titlffll ~i G 
6,. llqu.i!U.brtu.tu wl th pt~Jta$$!~$ 'tuillt II 

~ew net wagEt lt,!l!il ·= 
tta~1a: 94:i.<fl '* .. Mil 
Le1s.lllr$ re,ct.~ta~d = OS 
ti~t1 a,u£111)~iW'll • r~ 



lihe:re taxes of equal yi,~ld, · u~ itmfoa~d, a r,roport1Qna1 

ta)¢ tedu;ce$ w~.t-k ~f:fort. bu,t a p~"rast~d.'\t~ one :t~c!uces it 

tn()re. l'ftM!:¥:e both . ta~es .1b,11;.tt~a;e tfe~k (ilf fort, tb(i! lf:t'Ogrestd. ve. 

-tax- in~~eatt~$ · it lt11$s 'ti'1a:ttt . ~ pttopert!~na1 t;.ax~ 11 

Adjustmients to a ohan9e in iiU0$ are more cmp.la,t 1t,the'n 

app1i.e,;t tio a group .. in {I\J1))$titnt.i11.9 th~ t,10 ta1'iie$ tr~at.$d 

abov~, bot.h of ~q'l;\al y.te.14, we wt~ld f!:nd. th~ fo1l$wi:nf be"" 

haV;i.Q,t;: 

cl:'tnl~$e w~:tk effort dt.))pa.11.:din.J 01:.i. :ceduct.io,tis 

tn tl1eix- m$t'gitittl Mj i:iiv"erai• ta~ :rate:2! .. 

anrl ~rginal rat.e~ :1ti~r~a~.t)~ so ·tb,~y rn~y 

e:Lth~J7 i.nor~~~e, ¢2: <!eere~se W¢nrk et.fort .. 

;in.al ~a'be Ut.t(';!l'li~n~~~ ru.1~ tb(ii:r ai:V@l""a.%Je 

~at.e redu..~~d. ~.c they lt'•du~ll 1~ot,'.k ef'f C41rt. .. 

'lb~ dlffett:iantial nf£$~~s of a1t$~na-t.fve t~ $cbedulE!is 
gn ·. tlMi t.octal . l~iiir $U~ply ~l."e. a ;i;('tll~il ao1~ple1z 
~a~~er. tnan s~eli $£ f!~ts j,jt,'l t:a.e tmrt effart of the 
1.nd.1. vidual 'taxpayi~l:.. • 

11,1"···· ... ·~•..;J, ;,;.i~rL..t ... , 



t~~ is (!)~ lllc.oma f;t'(l;)m 01¢1 ~:a:p!t:.•1 :rat.lie~ 

t'h$1'l ifO.t~ inc'Ortte • 

Gianera.lly. t.hs ;re$~:Jl(i4~ ot eap;!tal in<,¥i1111~ r~st:1lttt i:ri ~~·"' 

!ilu~tJ:.t,n :ta werk effoirt, ~$.U$~1'i by a pr~ria,ui1ve tax., being 

a s.p~ci~l case C>f a 

abtA.rG'J:iol.delt' i:n the ~an~er 

::t'QUghJf eguival.en-t:. to GUJ:'it~llt 0 ;l:UtlQ)l~ lll.ffl.~£i!E!S • 

ThQ ~ff~ct. o:n woitlt ~f'ftirt: (l)f ~ t.a:1[ o~ G-o~st1tJt~1t.ion or 

~pend!ag ~ontpa,s:ed tQ tbe ~fffjct o.f a flat ratt~ ta~ on. 1~.,,•• 

depetlds 011 tbe lt'$:l.1;.tiv~ v~1tie of e~•·a~t.it,n at.tr::! t,tol!:'l:: ef f <;;>ll't;. 

tforlt ~ffot't !s .hl~h~1: u,:~rleit t.he e,t1,~~ttm.Jtt.i@n ··t..al\,;t. ll fut*'.t:i:e 

eensuropt.ion aao: wot'k a>.lZ:Ei <.:Qmpl.aftl!l'!!ftta~:,; wh.:U,$ pr~.sent oc:11,

~Utllptd.on, and •oatk tJ.fic:r:t a:J;;'~ :t'.1va:i, it 11dl1 be hi.g'hti!:.Xt u~.t!er 

tl1e ino~m.e t~ it the rel.\\t:!¢11!1 i.ii ltev$:t:tHid. 

'?he behavior <;>:t t<iU!t:~&Y$JtS i1$ a fJt'@l.tl) sngge~t:s t'luit 



pt!~ O$t1.'t cf lneome 'i~~l!M,~ wl:ien go!n19 up the il\¢omei $Cal$,.· 

which mi.\kG$ ·th~ s\fa'1! r~re$.S;l'tl& !n. term~ of !lle(m•- . 

'!fl\111 eff@ct '!.)I ~· . partial ta:a 011. =~$u.aptd.on 1would af

f.e~t: •nsum..e:t$ · and t.beir w-•rk 'effort d!fte:rently •. :tow· in-· 

COft\$ ta~ay~r~ w!tlt b'tldgetts wtd:.gttted wlt:h tleoes$1ti$s wculti 

p.tObably react qU!tfa} di.t:fere:n~ly ft-om high 1.n~rae ta:cp.ayers 

W'he>'Se '.budg:et$ a~e 't4i\'d~g:l1t.e4 wltll. l"1Kttritu1 .. 

!t1le si.:;nifi4anee of dluutfss . i.n work ~t'fot-t should · be 

mtat.Gd.in ·tha light of th~ go~s Qfb°udg$t polieywb!eh uy 

•t>t bo· to m~imicze .wort ef·fol:'t;. S!nee the lev~i"1 of WO$ 

eff"~t 'bea1tt on tha level of output., pelidlt should at least 

a"Yo!d por.d.tive dieincf!nitiV$.S to ~ e!fort.. 13 

(1) SbO:rt· ~ obat.tJ'Jfl$ in p~l• .-.i:4 m:atpiit with 

plant aapiu,1 t.y tttlOh~g-e4. 'lh1.• · f!e'Jaet"ct11y 

ea-tails &Qtlon. to ·1:a!te :,11.tc• ant ·tffl1Q~ output ... 
'· 

(2) LQng run f;#bange. ~ii uch · ill& plat eapaioi:ty .. 

(3) Co$1:t 9ay:m~rui• ~:rG rGdu~ea. tor se:,vioEus a·ad 

11Ja\e~1a1s. 

13tbld .. ., p .. 2SfL • 

. 14tb1d., p. 2'''1"'1. 



al::ll;a dis,~itintlrig <:'.Hlcu;rs at 
.... 1!1 seale.. A 

t:echnlquei or 

ah;!Jl11,ge ln. 

!~<zom~ it lti. to i.=a,J?ital ia~0~ 

t'at,to tiiqr~uingly t;O'tJ1tttd ~ap1ta1 :i.nc•a~ ,ih•n Wil>v!nfJ 



Figure 3 .. P2tice and outpu:tt. 

A,ot.!ons in a aol'ft!)etit!Ye :m.od~l wlth a:d va.lore:m. ta:xz 

eaie l: Profit$ are <::ut: so a tax. on pre>f!ts h,tt:e is 
the. same as .~ t,ax .on oapi.tal income. 

Case 2 : l?:r!ses . su7e .raised so iil ta)£ on ,pro.:fi:tts is 
similar to a tax on gross receipts or con-. 
sumer expenaituras .. 

Case 3: wa~e$ ar~ redue1ed so ,taxes. on profits is the 
same as a payroll ti.alt .. 

Inchtstry de!ll;and 1'0bedula ~ AB 
De:m.and. s$'hedul~ arter. 50% ad ,ral~r,e:m ta:M = AO 
Supply sehedule =EF 
Pre-tax price~ P0 
Po$t tax price.;:; Pl 
Revenu:e •,::;; R 



U~i t t~'iS! .,,,. U:tl&, t eo~t tiS.0$ . i'ly tl tlOll.S:t~ftt. 
an1¢1ut1t 'ft,r 1~11 l~viils ,t)f out:put. 

ln.4U$tt'f . de:m.~ll~ $~he1&1'\ilsle ~· .~ 
!.nlfh.t$t\ry d·aman.d sehed\lie •• ft~;: · ta1t ·~ CD 
Unit; ta• ·• s .... 1' 
:tndustrJ supply s~heeht.l,e I,';!$ u 
l:re-ta~ pr!~e t;;,l. · P 
~<J>.et.,.,tax p:tice ·~ , 1 

Con<:11 't.to:n111 and :R$!S'Ul tt!:lt;f Ad.jU$t'.JnMtS = 
tZ(;.lnstanf! Cas:t.:: lnt\.r~a$$ J.;n t1r!~~ ·=-· 
I~~x-easlr1cg · .· !n~r '" 

~~ tal!t,. 
O~r,r,~a$ illg Cost w l!he l:ciil.a:tioiuih;tps are 

16Nusgrave, p.,. ,o,.,. 
11 

Ibid., PIP• 218.,,.S'i!L. 

th~ uni~ t.a". 
t~ 1es$ till.an 



AIIS\U\'l$ a moitttl U lf.b.lA. tbi!J ttupp.ly of eff•n l.$ fi~ed .. 

All ta~ is~•-•« alt a:a"4 ant t.,~se ue ae $Jllb:sid.ttt .... 

t.J.ca reffaG~s. 18 ~- u.a.t:1"1.tton ·01· • \aa ·sh.ills c a_.w•r4 
tot:~ iati,c.attil\f a lr'GtiucU-. bi .:•sumptt.oa •' ·ali le.-ls 

Of :. ia:ttome. ~ el~ of I ls ·«llU'fN to S3. e'he\1!:tlf a #El-
. .,. ' 

c&ut.!.on-b ••rin9 l• ~ Bfftllt level• of f0$lUve in~. 

mqut11.brie .of Y, e,, a*1 I.ts ablltetl ttown1rar4 t..-A to 1.1 

an« .•avtag ts ,te.to. Tbeu r•1atlon.$hips are •~• in: 'f.t,ue th 

ffllea th$ l~td.tttoQ ..... tuta JrG41*ce$ in .... avatlele 

for eOriS'~tlon,, ·. t~pay•;r• ~$4UC$ Si.\Vlat ti) 'UY·· ~-· frt'9.i!ltaia 

••istitHJ levels et -.s~loa. 'fte •••·t•;: iHlile~• ••to 

1Ulapt\yj1J:'$ $!:fl !Ol'GM 11..e ·••,t .• ~.«u1d.o• '*' ~ttu • 

. ··•ua1U.oa .et b\i•l••• · .. :,r~f.f;te tllnu.c,h • ~ e .n•• b...

~· uy ••s.ult la ~~, 1p1d.ce ·••« •t~t, wktle th& tu 

· 1,. a11oiilaii~tl htat;;.w••~ 4i•i~nds et r·e'tial~-4 &an!af's ~lth 

l•g: =-•te adju~,-~s. t• ... Jc;:ln.4 ·•• ieve1 •t ••ital :tn

ves-.nt.. it ,he 1·1e.t. ,:a• 0~:trpOt'~tlen tnu• tu .•Y have 

#lfleb a .. · 4ff•et ... 

'10 analf:lite fe1u1•ia1 ·b.1r••t•• bebavtu, w• mm,\.1Mk at 
i ) 

h!a 4•c:d.e1ca a:• a •t.t• ,;betw.• tti•t Md ylel4... 9h:$ f.a-

•e•lo'11$ p#•fe1tfdlee M"'Mn ,:lak aaa la.- •t,$armlnes the 



------ --- - -- ----·---

AS·$llffie; 
a.. · · rt~~d t11i~Pl!t of ·.aff~n 

A1.1 i:r.uaome :l~ ·e~i1auia<;;1,1l <Jt ~p~iit 
(;l,. ilQI ~ubstJ.liltiorn eiff~et. 

? .~ tlt1l*'(t)m~ 
= COtlSlilril'!lZi't'.iGl"t 

:I .I#· S~vln9'" · · · 

s ·~· ~ ""' ('.Jl 
~·· y - (a,+1';1,}t) 
.. y - h! 
'iitl""a + (!'~b!) · 
=""a, + (l-b)Y 



si·~• tllf th$. portfol:l• of lGt•~ 'he id.l,1 bot«. · ·e~aJtiitoa 

tan b~ tttade of tbe tll.,$Y•t"• p1tef•1te~e ln a e:ue W'l~oat 

ta• .anil t!h$ t111'l t,il10\t!ng l<>••: cffMtt. 29 ~h.• ca11• •·f ta ... 
~eat-!' behavioir ·ttl th.out. t.:aui .i.-. . i.11w;t.%:&te4 111. f!ft.HZ'O , · ufl 

. . 

the ~ase of t~Ye$t~r bab&v.tot· ,it~ ta~ 'taa ,a,.tthout loa• 

oc·t•et lt ahow ln P1Pl"• 1. 

Bul!~lr '1& d:!1.c~ss~fl. id:••1t$.ni\l'll\OQ g•ls ofi (1) pJ:t11• 

, 1•ve1 st.a.lJ111tt~~ (2) h'11 a•i~ea\, and (3) •n ~il!bl'itm 

l'at~ _•f ~ .. rthii 'lhu~•· ua lhtt: nffltUlal. .. Objeotd.ver, of. fjiiabt11• 

_B>_lli_-_ ts.J,:i'i<M n•l' :i.n@ .it:to.d, . tJ\:11\~ ;!Ii.A ,ft.m, :'llf<'s-') i!!!Yilli!li,;,a;JA ~~ ;j,;\lo,_ _ ,:~'I.W;i:I - O~Qil:-J ~, -'*~ ... -- . ..,,,.'11 ll"~ .,;.,....,_. -~ _ :•·."""J --u ~lllll ""''""""''!il'.ll't•~*'·"~ /ii!<W' "°'~e, .,..;r,,.g\il~tii .rv..,..~""V"". 

tau.on •Y. ne•d to " ~!f!•:d a$ it, !a -,pl1•4 J.11 tt11@, fo:.rme~ 
-~ -

GM$'!' -~~ -eff•etive~e•m ·of ta "'.11.~ ba••~ .::m tth4t iilt'9·!.n• 
i•[. "· 

#YS1:~l'n it~, to be at1Hn1s1~a tn ••la:t:lo~ ~o lu e~c\ej 

~ol~ 1~ ~tt;ld.li11•U~n. pet:U.~,. 

, 'leAnt-1nJ ftC~ f.11 .• p11tU f:t.t%1Mtl~, c!\Mget. ill 

ttsutibut.!on wbi~ a·fi;ec:t. ti\-4'felta wt~. tt1ff••nt · 1i11lt-fina1 

r,topensl,tJes: t0 ~=8~,. ,;r~sttlt: lit- ~ ~1Hinwe 1• till~ . lf:il,_ 

-of t••«* .aa tu& "" tno~e~.~ Xn ., •• th• "lu;;.. 

sttil\\tit»1), of loatt f1iu1~e,a feaf 1gllffeop$it.l••l inc-. 'la· . 
. - . ·.j 

•, .. 
:· ; . ,· 

11t1ril"":t*Hw·~• £.1r·.:.'iif.Mnsiti!if:,jif1.J. . .: tr~ii' ,,· 

IQ --ii A ··, ,&_1 
: lbAQIJ, t f•; 'It ,Ji 

··.?· ·.·· 



~ 

I 
l 
a 

t '.I 
1 

·~ 

M 
ti 

11L-----:~ 
I: 'l:t.eld Y in .,-_. aeat. 

· )\ P!gu;e . ,(;,. .1nv11il-.n 

' 
G;U.11 A•••~ cu:we '(Mn) WLtf:Jou·t 'frur 

1~ ·· ,a~$tln~J;;t ,ctiol~~ 01' fill pot~- ·<m:QGI is .~totmd.~•d 
Ir.¥ pt-e:·e-1:•nc~ ~·~lttweea· :t181: Cr) and iMume tY).. .. · 

l.. lltt• .of tlie ··atJ(iit. PNtfo1te ta fi"fB, Yal\1Gs 1' - i-
i.i1'fJ( p~~tages.. · ·•· . . · ·· ·.. .· 

!* Mafln-«1 \\t11.1ty of lac_. if'a11• with ,:.tsu, la~t,m 
.-4 · .liaJtgi:M1 4ts·•tllltr et ll'lsk rl11>0s with .ltMtrea1£119 ..," 

. . r1~k~ · · . . 
4~ ft•· ,-1$pe t?i'. t;h.ia. !ritlf•>f~n• cu,r•s i1J po•tt111e ... 
s. ~b~ ·i~Vt)1t'to3e' ~b~$•~- •~ hlg-~!$$t .. fftlii'bi'G la4itfen•• 

•~,ve whi:cb ie at p~bt it. · · · 

. _,/ ' ' 



1,. optiJ;!J;U!n ~fU,'~.t. t,~l1'V~ - 001 
2 ·~ tl~'lli lih~:!~1ti 14 i~i 
J. :t~i".!osititm of i;!!, ta~ ct1).t:t~s ~Elek p,otnt on oG;n to shift; 

horiz@s1t.al.J.y to ~be l~ft n~tnt:U.$t\l'J! y i~ J;;'Qdu"e ~bile r 
u11eh.t1nsrad "· 

4.. .ts t.he <}qu.:L'Lit~rio11 ,ath ·~~. :rat~1~ o.f' t;.nl!l ~e ln.=@a(>H':ld,. 
$.. :t11~0,\1~ ia:ffl1\?ct vel"$l:le su:..~stit,u.t.icm ~ff~ctt 

C.:.; 

·~ .. '!'he in.~<'>t~e effaiot. p:ush.em th$ bivi,':H!l'tQ~ t.OW;¢1.~. ffiGt"~ ri$k 
t~ try t:.~ t'$¢OY~:tt :i.n¢Qme.. · 

h .. 'flla r:.~ubstitt1.t:lo~ &ff•et r>tt:dl~·~ t:ha .t~ve$te:t'. toi:1.ar~ 
l~ss · trisk as the r·Q\:1'1al:"~ felt :t"isk tald,~~ · fallm'" 

~ .. Init1$clly t:be it1~omG ,~ffe«t is s,t~$~f4:'a:.t' but. t'll'iaaker.u~ 
ts ~he talt rat~ i:ner~a,~§'S '.tlfttil am· 1$.ll \\!:$sh Jost:bion 
te ~eltChedl at a. ta~ rat$ of 1001. 



/ 

ti,~ ld i tn piti:t eDtl:t; 

/ 
/ 

/ 

...... . . . .. . ... :tt~guit'~ \:$"" 7n:ve$\'.me1n~ 21 

.Ut(Z('Jl!~M~ !!'ti~ Nll l:iOS$ ,Of fs~t 

/ 

,\e:~um:e that 
app l!c,aff}le 

!?rtHt~~J;"f lf!'~fl;lndm 1f)ss•$l SJtt th.~ rat~ c,f' t,wr; 

Ji,;re, .. ta~ eqtd.li.l:>li'iia~ ·.~ O~'-imti~ aas~t ~urve. ·.~ 
i• alltl y ~te rad\te~rl a,t t~h~ Altt~e ~:ai!:e by imp<>1':i,t..ion 

a :tthi.,,b '.ffl.~a ~ac,h ~int on. ,ooa twa:td lche ~rl,... 
g'ij;) en a .gtr~ittl:rt 1.111~., 
a .. SO% .· ... Optimuttl as\\J~~ ~aJt!• ~~•s ® ,6:110. 
b'" .·.· ·.: 7'5% ta~® .. Opitirtiilm a.ss~t Q'Urv~ bili)comeeJ m*'1! 
liqUil.J.bJ':i:Ul.ll '.mQVE'ltlMJ'nfl;$; 

a., 501 ta),t: ~.to. M50 .. !not an ~qid.:U.hl:'ttm pointl . . '<> Q• 
b., 1!$% ~,1l11:~ i~ov•1:ent.,s tiill th~ sa~ a:s: b@ft)r~ ... 

'itt,r~st~IN 1d,ll ni~v~ t\p ~75175 t-o. a ,ioint Gf tallgen~y 
tff!th an !nii!ffatt:-en.f!e ~urve .5pp,llQ$bl~ te th~ size of 
a; ;iv&11 .assi~t ,¢;tt:tfel,io., · 

,~,--·r-·:1.-1'-.·-, 



~·'etiin.c;,n. plt:i.vat;~!. eapl ,~.1 · f~itm$id,on 

~22 

. er, i,ftctt$.sJ,tng eb~ .• 

t;~~.i · iI~lfcy ~ff~.r.:itlve 

ra~ off 

. nn· ,11~ 
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·, 

nmsfMEt~- --~ "Jbl!OS!M!ffS t~ ,u $~1\Ucrt'O'.?« 

A4jut~~ i~ 1lrut •~•" •r :be •••« to eb$.fl -~

t:•" b•«-• Ntr.We•a b ... --•• ,:fft· lo ~·'MlP•toa ttlt4 be_. 
-. ·- .. _ -- ·. . _·-_ _ _· · -- · _ - · i ·_ ·. · · ·as · · · · · -_-- _· _· 

wblGl\ is pztl.ar.lty ,. ..... , to law.•••'-· WIMI obj~c,ift 

of -.1.- tnws~nt. ••t b,y ti11lu ~b.G4 wtth tihe 9oal 

to 1-~••e Id yt•14 ••«. to.be eorud.tl$#84t 

A ta;• $!ftltt.e that t-~•lr•· h•a.vtly • people wttll 
fd:,gh p~~na:U:1.e$ -t.~ •••~ dt.$ •• a· .l'•-l.at!Mlf 
ea,ry · bt$k• to e-,a1(11lo~., !t tu. · ·•· 1lol!lt11t 
pol.icy· !:tt11fTfJ1v~~ . ~-- !no~~~•e !11 Jill ·.· 6 

· · .ehant~$ !t1 1:11vastn1~•t,, · · '.bi · th~!r ~f§l$~t;t; ~ · tbe .· l~v~l 

of "-ff~•,•te 4~un4, ~~t~tnit th• 1~ft1 GI · La••" -mr,1oy ... 

•nt antl pt'i~s~- e~vtn~ tit e,ff,_t ty t•11.:s-t••' i~· the·· 

•~:r~e•i• ti!~fl.fJe .. · Co1"i~1~a:!·11« t:n ·tbl.$ en"Vlt'•~~l\'t itta:bi11· .. 

••t!•l\; ~11(:y deal.m. with ••!~talnl&f .&. s't.atloxaur l~V$l. of 
': . \ ~-. ' 

fh111 .. -._~mpl~lne.nt ·. !~·c~. ~1th · ~ ~tat>l• pt-!,e-• ie~.-1.;. , 

. Xn'f'erJ~nt Pl:'*V.'4~$ · adtitlOlll ,~ OtiiPt\0:&it:,. ·~ ·that 
•2"ld•~ .wnd!tl•I! <'Jt fid,.:t ·,ampl~nt." tt•th !~ iL:n- la·· 

PM1r•t•~~\ ft!~ seJ1oni;:tole of u•o~t•l'J.t ~eg•1:rto&i a ue
fe,l'!f.fnt vi~,, ~~, J~l!b.l1!1l;t't.lo~\'i01tay. ~e · ~~lf!v•~t pd!-iey 

ie. b•"' .Ott1$1; of stUitiftf ·ft -,..-~~inf. 1~v•1 of. ~-p8$l·ty_ in

at stllib1~ p~te&s -~ Se·l~~$..ffl\ of -ltffl moat apl)ll:'C~ia• ~a~ 

r>f ,,~tn , l.%\1 a fttltt.hel". ·~Jlica:tton"" 

,,l~'tt(. ·,, tr,.. 4Jt{' 

ttitbla .. 

,,:, . 



i-ansl.on· of· th\l ~apa~it:r to f?!'O~uee g~tft. wi,t::h i~·"' 

\1EiHUts4 bv•s~11t and ~t ~st11;l.t li'l tn•m• fl'cwtb tf fu1l 

e~lo~nt o.f te$our~@t 1.$ to be l)'!a!atdn:fl:ld!i lt.un,e.a11~u1. (le ... 

man4 'ts; fu:t~bhe4 b:, ;,r:e~th of·~~ettd!t:~~~, .. r.t·t'he rs.te 

:Of: Q..tOW~\ ia $~p,e~ciit:\lt'&$ ~~e;eetl~ tb$ :«rett.e··,~f f.t'Ot~ith tis ... 
. . .• . 

quit''~ ~o 1tta.i11tdn 1:?ti1l ~l~nt,· !rtflllt/ttton wtll. lfes•lt. 

lf tihe •~,4~tli.~u.x,• ttate. 01· 9J:'OW~h .is 1••• tlum the ••t•h•4 
r•te of 1.-owth, · te•evl'oes u<.11. \ttet· t\1111 ttttl-!Nd,,. . liiflbe.r 

w11l·'h~c~e, tm:~l.Qyed·s«»d pr1c~s w!l:1 fall .. SMh11:itlf:att• 

,ol.lcy aitiw 4lt. e,u,atlag; tbe ~. :t-at~•. cf 9Jtowth11 21 

~M d•ua:t~a'ld.oa .ct th• ~.tgttt~e:ct r~:tl!: of \l!'Q'"ifth. is 

fowtcii at f olb)lrs i 

(1) Tb$ f.t'll¢U~Xik Ctf''·t'MFQ!lt~t e:~endi~Ut'l'e thl\1! 

fQcui !nt.e <:l\Ja¢'ilty··\tn~a.siQf ittv~s~~t.. ts 

~ c.:u.;:i•l ·~ltll'Jl&#t. !ti the i~teae:ttd.natit!on of 

the n~~e,i ra,t~ o·! ft:i~th ii · If th~ NJ.a .... 

tio~ ii 1: l;, c~&&;&e 1t1 th:~ f!l!'actto~ ~f · 

tot.al tnco- whl4!h te gov~·r~~Qt ,a·n,~Mf.\ul'~ 

· hd, have· ru;, ~$attin;· Oll t.h• l!e~lr•d !t~te 

· of i:rt:cl)tri!l't." ~e o~ly ehan·g• bi t-. tbe.· ·•tvtstoa 

~, inve•·t~•t. be'tWe.a tb.~ ·P'Cblie emd pzi . .i,.vat:,«t 

s~:tOS"$. If the ftactt• ~,f gevemmellt 

0~e11d! 1iu.i.-•~ ••lnt · !n:te c:ap .. tf!y ... 1;~--1u1!:n9 

1~\t.e$~nt ta ·1-as ht ( 11 tltaa 1, thee 



r~g,d .. rea t'3ti.~ Qf g~~tl~ 4:~e1!h~$ i\$. th~ 

. fzt'a(i!t!cn (g) 11,~~G.uli~s.. ·1fh$,e. mean, tb~t 
ri'· 

rt1tsou1:aiu1 a~Q bt!1nf tzfa.n~f•:t::t$e! hem 

pr1vi1.ts t;o tw1J~« t•~t,tlntEa:t\ tUJia:. 21 

uu e.ap.~oi t1t· ;:~crttth !tt .· fairt:•l' if · 1~-'S~nt 

· si,~nfinlf .t~ t~ ·· bly w:b~ve~ dl•llM1$ a; 

1~~ fstanie ~, h.1., l~et• tato: trtve$t

~$nt.i · btv1a.t~ l~V~flt,'lllQftt d:<$~• it.Qt ~\'l.t~ ... 
•?•' '. ' 

1:i.~tii;ticQl)y, ~~at ·~h~ re·~tlil'~d ~at$ cf 

gt:6h~t.h., . 11.r!ie r~if.t1J.>$d. · ntei l$ a $p~eifi~ ; 

1. . f~ctif>n c,t tli~ leve:1 t'llf .~$:t ti,e~ ... 

. · 0} · ~hl?ll appt')p:rlato f.is.utl ~jua~nti for ,th$ 

111alnt..e~anQQ. t!f' ba1:anc~d: .gt"t!)\'fth tn ·th@ 

f~6fJ of • ~te~t.tal l,nf1ntt,an1;ey gar 1t1 

t:t1 ral$e ·th~ rtit;$:. of taJt ot"· to: 1:~we:r- ... · 

go'tfe:.~nra~~'t $tttit'!:ndlt.ttl'~S lttt1teh niO~$ the 
r~qui r;tfd · .. ttt~. Q;f ~owt:h mid: the ~~ta""'. . 

ditlll~a~ :rate· of JrQWt..b ~:tois:er tog~tM~~ It 
' ' 

lf · th~· . ba:1a.noad rat:~ f;-f! f!'W,th ia· ~, ~qu111br!~m 'hll't! ! t ts 

~$11~«· .. t'b ~.~ tc, b!gh~I' '()lf!' lswe:,r nte!!l of ~owth ,. N·tlh 

:f!hfl 11,at~ tl)f t~ and . f"Ve'~nt. ie!$:pGndltttff.lil ~lttJ't · be: et'M1afd .. 

. It.... 'lolkA -~... Ail. -·..,....t' "'1>""' JO: .J.cu ·'l!"i'i;.1' U~,'1.11 V,~,4~~\>- ,;.,~·~!ii ·· : 



Thhe, p,E,'.t'.ni•alou~ .tnf'l.u$1ioe$ ill a~v~l~pci~f e~<>ncm!es ·~ 

lanempl•llant, tn!1atto• ~n.l ~•p;i~a1 11ilo*'ta9~,. ii~~d t.o be 

ttrt4 p:r!ia~~ U$ ;tr;f,.g!d. •ttd.~.$t aU.J (i~~:rn\sl'~lt'i $0 that 

th$ fttll l$bt),t fQ'lt~e; ~~ui•he \hi$; ,~~1rlit:big 

~apitm,l st(;.)~Jt ~t tbe · ellm-

J,i1~-td,~il1 $'f · un~r~:v1~,~~ttt · iri·~· 

orill't\a$tn.1 ~av.i,.11.g, ant 

1~ a b~~,~t 

il)Ve~ ttu~.~t 

Ki,$ tibe \\\f~~,1,·· of c;1apital ts 
t~ that . of .. labo:t, • · tagear l~c:t ioitO(tfC:$1\ 'be 
t4llq)l~t~t.\ ~t. th~ :!~.l. ,. "' ~. 

· 'Raisi.r,{l 1r.~al. lt1:aoni~ 

a:m. b1eif·~~ · 111 ~u.,;,;;,,., 



Whe .a!~ll$.l.1m".t ltlth t'~ta1.rd t,.(> anemp1Q~~tdi, :l~flatlon 

M4 ¢~.it~.1 ;hoJ:lat:et in tll\dettd.evel•,el ~ttttt.,:·i·eta lt$lS bee~ 

ana1ya,.~ in this u:nit''U~ 11t.ttt:$tlll\luit, 

tfb~ bas:lcz ~l;'obl~m. ts~ at,t . . .· . .· ·. ,tf>f . ~~mp~oy~fi~ lo 
··. ... . ... ·· witll; it ts .. · <,f 1• it'~duo'-ivi,;tf 
to .. ea.pl tal $~<>~,-~ ,.a i~ .. . . . tlng ... l\!'1u111 't1at;1e 
:t:'&t~ S$ l~w th.at. a 111,ilfri .l.~v<i;i'l. of 1~.1,~r• 
f~r:~e<t. Wh~ti a:~p~ars t~ 'N a biq!i ;i.fll'V~l t>f 

i$ 1 ti, il,'\~t, a $!tut4ti.~n l':l)f 1~~111~1::ti 
~mpl()ytt~~t 1~ th$ ol.a$t;f.c.al 

~li$ tt!19gi.ni1$ 11el.t~~111ifo~~irari tn~~nti'\t~ 1',~:m ty*t~ h.ti$ a 

•i)l;tU.ifA'~ of ~ffeat1 ,as fa,~ at tii*la, p1Z"ob·t~mi1r ~, ti:nemt,1G~nt, 

ltli:fl.ati(;')lfli a:~tl ~a.Jltal. sb.():tt~ie ~.:,:~ ~~-~:r~•d"' it ha.fti! ad$"" 

41ue:te cot1ti::t'~·l• ft.)t: eo~vo11inf ~~sumr;,tit,~ •na: prov:Ldas beth 

ete1snt:col$ ·iell\' 1tt~~~·tiv~~· f0c:JZ1 i~~i1tel's.. lfa~~s o~ ct~nsutf!:,ti~n. 

••1eni\H.t;l;lr~ tJM,llJ1,ul with twm,1't Jtii~l.lef £'()'.t' •~.~1;~~tl !J1J1t~11t..-n.t 

~~tlndJ.t.u.iee sh~ult t"~$\\lltt ,., tb.~ -i'El.!~!~tl $'.b;!ft a$, tb'bl···· ~n4'1ys.l~ 
~ . 

$I &iewbd.~a\~i'.'y ~~ee l!.$~~rAttlr~·t•~·• 

'll\1il !~~~l!>itiv$~ ba•e a ~um'b~~ ef fo:tmii.. :tl:r~t; . t\he 

e:~empti,on '1f n-$w :biv.astm~:rtt f:ito~ t.Qa,t:L•• fe~ ~~;tt.~i:n P~it·~ 

t~ 4esi~et tcrt ~tt,1ract ll~w in1t$iS1.~nt 1:nto "t~t1:t!a1:ty 'ht11, 

·~!ttk a,:~~• Of $.~oo.,d, li"tr.al ' t•ire<ll:i~ti~l'l ~1l()wo~121 tt :tn .... 

fa~t.et- •~ e~tti~llilj!ti to a.ttJt~att t~v•s·~$nt.. ~~11t~d"; tllGl tl~n,al. 

asp,•~tts ~, tn~~nti\fu ta~a1:lo~ .a,r$ tt~$~t;~nt.. l~'1"~:11lt'~at te 

:32,'£".· .. ·~ .. .t·· . .,i.· ~·W;L·~• 
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tU.scomr•te4 .1~ oNtia:.lD 11-• JJy che ~1t.i• ef1 a tu ~ 

euoh !~'MS·~• £,t ~~1-ntal to final• .... ta:r:y .toa1!f . ., 

!J1tt:1r.a ~unse1a qtd.a•t t.'X8,p~tq - bve•tNat fr:om 

t.uat!()J),.. l'U ~Ut9t.i® OGMt. .~ ~~~flta,b..le veotues 

profittlhl@ and p~oflt ~~, vontG1:e.s do Mt ft.a u-.,,a. 
. . 

Bl~.t •.r•ptiott of uw ln•~•·~tt r~<! ltlot, n~•ilal"lly 

dl'&W ii0.VG1tft1t.1.1!~Bt in.tc ele*i~lo~t: p:rojeot.e 1 $0 t.U f!"H48 

•bould b~· e-ltfJ:e!l4ed cnl.r with ext~~ ~••tu.t~ * JJ. 
Vuylng · tit:~ t"vl~$ $@lcu,.t!v(7ily !tJ the p~e.fes-nd ~•• 

.a....., __ .,v,..,..;111 l.!i ::t .. ,,...n .4'.11,~..,. ,11;"i."l! ....__,....,,, ,,...,;,. i;,,-4 41;!-.t •n· ""'*' ii ..,..,-•;11;,...,..._""'._ 111...,.. · 
~w ~v~.f!.~~.4~·~u'11 ·w-~ ~~--~")!'~~ ~~Q. ~AA~.1,ii~, w.~ ~··'!)\'-~~~~~.ill~• ~· 

., 

. . . 
vJ.~e. is to ~ll~ •n•b ~oflt.1! ·to 9e: 1.m~ b~t\ ~~q\tbt• 

thtttm to b$ tmemt.ed in tt0ri ... ne90td .. ele non ... 1•t•ae••t,'i\ob$ulag 

boll.d•* 

fte •et. 1~1:t,;nt u~ill.·zat:!o~ of tft.flM!iltiv~ 1teaat1.on 

tn the U£,tti.n• f.4,fetem t~ it~ . p$Ml 'lm.t ;,rovl,d.'Us. ?h••• 

... e• are -o• ••n:t te • •1::teo•ti.. Wh:e!.r ;m,:peN itl >to 

~rs1aa6i! ,-opl.e, ·to· bktt ffill'tata aoti• to avo14 .iamu:ri~, 

the 11@11:itty. 14 lra•s ~ fai~~~•e lftvtHttol"!,e-11 ·~ oaea 'bal .... 

••• u11 ttl(tltf~l:es o! li!.aftttivt.t taes with pe,••1 f•••n•• 

"~' p\l'od~t.!v~ MtS11Jt:1t et rate• •w1rotlleb!ti9 ••r:o 1.$ k

•i;M4 · ,to ~«w· .inV$!$-ent: fs,• s~wla'l:lM botuttllft of ·QlltJb, 

)Jm,;1 Ml1t!'4 -·_.. ~ !!!<II' ll'E 
-lli.y'!})'~a, r·- wit.,;;,,,. 



llJ 

bQb~,',.'i.wnto1:l•• .•!!! .u~\l~ed .. 1•• lllto ~ttioa1 'de•e1op~ 
' ',,, ' ,I •,'' ,' ' .)5 ••tt. pitf0JM'4.~ 

Tax o~t• I• eeWf!OW&' 1:bdtatt.•• a$. • •tlaula . 

• 11\vet•nt; ta .a 4eN'•1•.l~f COr\11.lt,.ty·i.; ,~ ot the ltmt• . . 34, . . . 
,aul/ms a~11:. 

(;U· Dil'e~i~:a'ttf:ty •••U• ,,_ ... m••fa•t.w.tbig 

84 ._ .... anuf~lt\9 ,~~, t:he lat~· •. ~

e•~tlfm of n• lbW•'-nl !Ill au•.fiotu~lnw 

. a.l'elr $qtlt!!1.lSIHI ~· ,bCMO HW$G:B the two 

eeofl.011~ a4 .,.,,f.tiia ~ 1nue.11t!,,..., ~ fh""" 

f1$Cecl e:_..te WOllli he • td.qJ1l.y lno••••~ 

t~~afd,R of' eb~. ~~ad'aet.nat-1.lftf se~~o1t. 

(2) X•••t:1~~t tala~ ·~ tt1•· •~8f'blon 1• r--••• 
: • ', • -. • : .; '. < • ' 

. . ·,· ;\ .· .. .. 

· f~• ~· t:u ~~••·•e « i..~·b~••• _, be· 

.. sh-.~Uisuraf 'bf ·~•f u•,_,.•):.:1 ... 
. (J). f~ho ~eeata of ~rt.·va~ d.-11t.lc0 O"ap!t~l 

f~td.o• p~Q~1,- w.t11 ~~ lan•.ua11• fl\$ 11. 

.r:er1ult of a ta11 ••--\le a~!ce·. A ald.f'tirJf 

"w.,eia 11lltatn.ttttve ·-i~,t$'.·ei·•pit.a1 
:; , 

·. ltt ~11. .. , Mtt li$; ~ .. Oh.di~· 

(4:) '!a~ e•mptd.• will. ,a•~ o:f tt.fi$1f a~• in~ 

fl•·;t~t - ~;!J!•4~4 4t,vato~\'. U$$$~ 

(~0 ';,. ,l fl$ ma.1 &UQN • NMpt,1,Y ~1t1e via . 

.. ·~ ··~-ilt4'1!n. 

J.5 ·· · ttd.a.,. ,. s:ut .• 
36so~f•l4.,. P-lh t•J-41, 



,],l O».G~ fl".a:nte:flsr: -~ e,~~ll$n. .,~11 · to h1~• . 

~betl4it!d u· th•·-,~~ ... of tile flQOftmftf -, 

pro1i:fes:.itla$: \<,,, et¢te.l' d$Vel•l:n" ~~tJ:lifl$ 

1~ tibe oo_.tttle>l). ;frJ~ 11ewr l~v~;1tMiit .. 

· (f) !&11 ~eYe:J!i:~'* fo1t•9()~ 1.$ • real cost: of' 

~~~id.~. 

(I) Wtte &1fftd1t.y -., a~i41:tt'illt1aa 111 a 
·, 

•~·.tou. t4n4.ta~p·. 

•~-- .~e••O"nS: al.ta #tttf1,.Ci.fJHtt. ~ ~ a . 90()4 •$$~ a1attu1ft 

in~H.sub\t;aata t.a• ~~ptioa; · ft• v!w f)f •e a~th,.eity 

iiu 
' ' 

A (1eun · ~bl·e:b w:l.1J"b•s ttl •battk • tnoentd,cv• 
.laglsla on in & bit · bculd scni;i~!l:~ V"®~ · 

.. t&l:4!fttlly .each $ipplt 1• O:!r:de1t to a~t:l1.ty 
itself tha'h tr~-:. p~aposm rif.r~ 0tit1.ii.rpri.sft iit ~ 
e~ .pi..01>~1t£.oa .wh!.:h id.~l_ 19a11r •11tiithu1• 
. ~ t!h:$ g-ro~tli ·Oi: t:t~ eeo:~or;,q, .,. .. 



' 
me:std.c ec~. 1!h$ p,r:ieblea l• ·to tU.s~ # mobtU••. --4 · 

;j 

4t~"t eavt•t-& !ato flhe ••in« fllS'ejeet.s by ptrftentlat 

l•uat•• l,nt.o tumry -.s~tto• • e:11eri1e 1a ... ~nt ln 

Ua4!tinal ;tJ..fk -ait. pJreli'I lll4Utl'-le•. _. We have u~4 

tl,Eil GOmpo:d.tton, ••L~t:lfttl• .Qd efle~t• of the, ·tn 

erste:.whl<a Profe1so• tU.wiu hu ._al9ad toir •••ling 

with~• pNltlems •f fmaotal' a p#Oifl'• of ••-.le 

4•ve1o,-nt..-

bl' ~tehuai,re re4J:dtitMJ of -tti.,. tH. 'law$ "1th a 

~•rte« p#ot•• of •afo1r._at wwl.4 -. 11-.ir to tn-
......... liil,........ ...._.,...,.. --J!!ilit,UIIHl!I\ •-A- ............ · ...,.,_._'fflM&""'il:l'"'A-ll ....,...._ 1..,wi,· ft. i1£ •. lflli!. · .! . .,,... &,,li,,,,..L ·~~-~~·• ·~ ,1•r•v-:~,,.... ~ :~,,•- .-...w~,·~"~~~-.w."3, ·~-· ~-~'·i,•!ili.,. -~~·• 

'ri.g-~u., •for•~t- -b• -11atte. the ~••t•• _qt ki• a,-tem 

is 14.kGlF' 'to N:tG f:haa Sat\!•fr '1:lls, pal .. 

ne· .b••ia r>euou folt' 'ik• ,..:r .,aet peri•.,.••• el 
. ,. 

•• ~ •1-s.tss b tto•tt. t.adede111e.lo,-e& •u••t• appeu '*,to 

be, (1) lffk of ocmf.14e ... t• w..,.2::_..,, (t:) J.aol of 

vuned offi•#$t ,-4 (Jl ,oorlJ ~d .. ·tu 1 ... l A 

Pl'09:tam fif 1m,:~w• eo11~1cm '~tn• wit~ 1ma. ~ut• · 

115 



~c:hind;r cf O'oll~~fd.f/fn ~tl ,a~. •pp;r~<:i.~t.l~r.i ~f; fzh$ p¢t&ltl"7e 

ef;).nt:rtk>uttons whi~b tax~$ maak~ t~ tlie 4~~10:fnlQn\ pli"s~•s ·10 

~he •o$t: tr~o~tant o:f! t.\e$e e~~tird,buttt:1:ns a:t,u (1) ti-auutfe;1r 

cf l'e$¢:itl#(t~s to tllo ,ge~2r:r1trs1e1i,rtz, ·M.~ (2) .bal.an~lt1,f $\tppl:, a•<:t 

fts11,al agM't, $JeJ~r:b.1;t tih4 n~ce$s,ur,1 t:tl$G1~3rC.$$ an.tl ba.la.r1~i.:tmig 

· supJlY: ~fti.th ct~mliU~,, "tw(): ·c~ndit,l(.);tt!$ r,u,st: ~ltist:. .(ll teventue 

as ~· pe:ttt~ntage 01f natt.on.~1 p:t~tl~~, m1.1~t ba s:~:ffie1ent.1y 

1a.xige to i~fl~f!;:aC'~ tt,• l.~v~l of ~~~~l{)td<: ,at,t!v!ty in, ,~net:.'al 

twd coti$mnpt1~n i;n pa):f\!~ulu.:;; · ·.a ·ll:~ft~ of aMu't t\1or,ty :,e.r 

!l;?f)ft~ ¢jf f:t:'6$1 ~attena1 p,t!o(tt.t«t't l$ &. fa£it em'ti•u~"! un 

higbe:e tb 11~ a~~a,9~ ta~ l11~i~~::n\i~.~ iml~h mei!i!\ls a fM)t.b:eabl• 

ffl<~~ll:Hte :Q.f plt0f:rt$s.etv!.ty t~ ~- ,-~ 1t:r11ctu;1e .• 

·~·~ eici't(t@r·tt1:j !l:t.ta~t ~ m•o!tb.1.:t,~i2·, iij)e $UpJ~~;$t:d.c~ 

~iT~td.or:t iu:uffl tt.i,e etl)ve:ra,9$ of th~ t.ax · 1ytltiea 

151~Qlfl.d ~S.S'~\$ tl'!~ prtt~t:!hr":l~~ ~! 3!$'\rl!lf'iU , • 

. AJply1n; tl.a~al. CQt1.t~ols t·o jh~~'.llt i~flat.iQ~ ~$fin 
· .. 3 

Oi*PQ$ecl tt::b~ f~11awi~t a:rgu•nta: 



(l} nt:gh t:us.s ·ue a. •••• of ~*Pi'l$;:l s~ar•i·· 

· ~e#~f.m-e, ~• oa lnvestmell't •UMt 1,-

i\l$eill to eht1111Jk iaf.llil\t:Qn·,-oa111• ~er .nail 

·C!S;plil•!ty, th•~,. "«ti·Q!•tt &11a.t1•1• $:'Upplt••JI!, 

·7W'~ oas•• au b$·· distf~npt•twlh 

(.a) & ta trfhiffll· li:Ee4j•$ Ul'ftUJtmi\t Q 

tn.t~·e4~•• bto -.. l\\l\\'latton wh•:re 

. ne i;.a'.1¢ .$~1•·••·· 
· (bl A t.u ifbf..•h ~~s .t~-~n'" !a 

~ftl!r....,~A· "'-- . a ""'·•·lfi' .,_,.,._;i-"""' -.Al. ... ~.;;. .. 
-~~Q;\:~ ~- _::p, ~~- -~~~ .;.j,.Q\il~-~ 

(:CJm.$~idol\ bf t$s s.- .oun:t. 
c · :tt ;a.. · '• · - 1:t; iu; .t--.... .a.4 u · . ••· a, r~,-u, 11as . , .~~•·· · r~ 

· tb.t~i'lat ta •~•tU./t~i"4Je· l>vt a. 

wtai.l\lal· 100$ ·h eapa:01,,,,. ~ ~

dilelf-l· 11 «•flatt~ •. ea. 'ftlJ._ 

ie def1~t!<mt~y· ~,u .... 1, •~ a 

4'i!l)tJJr111nptt•: tfllt ·.· r&p:t.~ea ~n itiftS'--

••'- tax .• 4 

Ci) Dip t•• •• l.\'attUtKl d spatllft9.. A pvofita 

~ e.-ur-,~11 b~s.!ae$,e· •~«t~,. A ~tit• 

tu· .:•not ·~ tt!$,.4 i. •n.tt:ol 1nf1$it:lw.. .··~ 

oaee !a ar~d tlhatt •i!b.tetd.•s · f¥"om t.uab1~ 

1 • .,.., foll' , .. Jt, r,1•t et.I ••rials, ,:e

auiei theti- ,-w oel'twhiith ~:w.qas s,-41-f. 

~. ~.·rf·wA fs4ifi.:;Ci1111 ·u···1i.h1·u:" G l'.'~i·! 

4a1 ·. '*•.& • .tll. 
,f.l 99 ... ~ii•f ..,..., • •..• 

· 11'1 



t~2 t'at~~ mal.ttl~. li!I.J~lJ.cwat!~ri .cf a ~~no~pt. 

tJI !Jl¢Ome mo)Jte tlf'·fl~ti'tlti td,~ft.'! e,,aud,cn l,$ 

~·~ p!!ct.,fie~bl~,. 

f!} COil:ltt-pitaib itdll$t;.!,on ts no"lt .sitttl0~Jt.t,b.1• (>f 

ce•i:r~l,. ,t~ca1 c~nt:t:{lllfl tt:r$ Wlli11 tjap;t~I 

t\G deuil ~,!th btSlati~~ £.f ~e p:rel,le~ is 

on,e C>f ~h-ei(tn,i e~$~~~·1V$ tl~fflill!1!li,. ,t$l1-ev~:e, 

in, o,ost-pu,h Jtnfl~t.!.en ~~uJ,ltbX'ittro can.~Qt 

be ~e~t:<,)!'t)~l hy C}l.~Qh:b1t: d,ti!IM'tiilL,, ~~All:t'fttl 

sa~tol!'~ ct tih11: ~~¢t~~, adtd't1i.~t~:t' p,:r·:.t~0$$ 

:,sro~J1tag$ ~arkur~ ()U 

dhcle$ (t,onf~~n:t:!ftg fl~'¢'Ja;l 

t>f u~.lie~rrf,.tlnt in ... 

:!•· .· .. ·· · ..•. · .. ·. . . "'· ... B ~ ~r,s.tn~ ut1•~.:.t:.,1me:nl,; . ., 'd<.'f."-'{l;f'f'.", ·- ... -: 'WT- .·- ,,,, ,, ···!.iJ.'!i,"· -:.-·,,t·-:i -·--· ,' --- ' 

a~• il ~tabl,~ ,~, .. ~e: 1ev~l a:t'~ ituie:"~patibl~ 

in . ~\ltt,h oi.r~-t4/Jtttf~!I. •~g:~ 1~mr:~a$em 

f,f,!tt,t 'tl!!te~; ~,$ h$:lil to ~"1;t~al !i,ot'$Q$et if! 

,11atlld fa.ll, ~n (?W~tl'1~t!.0ri · 1tatb~lr tha~ . 

i.~ve,t:nlent."' 

410. 

4.71 .. 



fe,~ t,1!.7¢fit~$,eti,QfJi 

Hlttins. ha~ qi,&'alt 

,~:c-s~~ial ~J\~t,!:)'tj,e ta~at!o• ... 7 

tbe ¢t:>n.t:rrel cf 1~ilttt$.¢>a .in bliJ 

f:1'.imtls. ~ f'o.roi11.f ~l,l ~va11~~;e fft1pplle$ ·~ ith:~ :mA~k-t t,y 

t,.f!:8l~IJ ~ ~~~e$~ :1Ji\tf$~tori.~$ 1 any pr.i~EJ t-1$$ $hO\\ld b:e mod ... 

!t~f;~f~rce:d ,d. th ~bll.~ t~
v~1~nt, ~~t: e,.f ,~,u"-~,,..~ ·t'1~n1:e·H1 ([11ffl:t f>f Jt.trl'tr'tdte t4o~~~tion .. 

the Jt:(>b:l:~:m ein 

mint•l~· 

i;.b.•:itctl ~f t!t~ l!$t(IO:tl~f • • :r:e-



pat"e$J:utiptif.)fii. 

),y what ts 

~t,11Ji,.tJt t;o t;.,;;,.y 

,t,he 1:1~de~ly.i.iu1 

;mG,:e ~.,e,u:~t.ely 

·ratz.i~telt 

couragl:ttf of saving· 

ta'!f.. I.n e.ffe~t it !~ 

,ea:~a t.~ 

~e(;'Jles:$~:ey tel) 

tu;; A·t!: p:t!"ef~$ed.· by 

·r,i'i;"'i,""'1,m,,o er0l!~eti.11g d.e~i~e , 

¥:illft .. i:'i!,d,!i of pstiJ(J1t1Jal. ~1~~t1fi "" 

h.$.V'll 

td, f;;h ·~ .Sf'11t\$ffl Of 

.ti C(tnmol..i~eU1t~d t;e,)1; :rt~·tu~~, 

.~u~itl'tles a, ... 

. ""'.;;:J;."'l)",,.. · a:f it"7C:t>td t~e:p:tfif 

'"f"" -,"I;J' "'· ·. 
;...~,,,J:A t~l ~· ,(~a 

feylt,n, afi!e,t a 

ta:.it. :to 

ve:t~me~t ah<,tJ;:td 

~!pill ag~t1t. brd.ng 

l~ft t@ mt);n~ttt.~ ,~1.1~ lti the th~ p:t·:ii1"" 

91tlggiru!, 

10"··" · . .;, -, .. ,, .. .,. .. ..,.. 
M,'ki;Jl'l.,i,1 $ ~it: 

·111r~A, /,t 
~.!l,,,,J.U,,~ . ., 

!All~" 

$11. 
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~f ~-.pltal 

$'t.antt1~1.l.~r 

(1) 

tbttfetfh ~~-

1'1~on~1nto 

ti~e: tltitt. 

tifA!• ;p:trotl~~ti;\t~ 



a~e1111.r~'t'i. $atri~f,,, 0.r 

frlU:'<;i;h.$$~\, fJ(lffl 

........ l! t~~(l\:i,en.. Cheilia.fa. !tal~{)~t a iircgutittHit :€0r a~ 

,~~f'!~n.tl!.t~,:e aJid r,lljtl~tfi! !\ .. 14 · t~tle<l the ~•,p~rtdittl\Ute 

illl·~ri.r..,~tiling ~a~:t t&l fol"11~1tt,ion 

.t~a.fd.,Q~~l. 111.-

l;}(liri'.lbl•~:'{;l},t;} J:J.l() "" 
1, 



the fi'{itat/tll:~st tiJl'utate, ef th~ J.ni~:tr•a.$~ $ti. s.ttvif,'\,tt ;\Cnl'tle~ \Ct 

the l\Oil$Wl~ZJ.f S€!1~t@%:' ,,. 

:tf s~:lt~l Q$\ll~.ot 

~~pi t.;al fo~at.ion <:atrtt 

;polt,r ~b,1j~~r~ ~hi:t 1!h• ffO:'(?~l'n~~nt, """~'"''".,..,.. 

ftti~ }~tr,! (;fil!· ~·f t'tt'l!~ ,~ 

lt,'l,tl~tt of tbei at,i 1ity o,.f 

i'11t~l'A1li.~ll .. ,li 

ff!he ,~~ ~r~::r~i, t,Q li\C'~1'~l!f.$b: 

ut:i.1!'1~ tlt:ft~e~, tihl~h ~6$tlt'a:tn: ·.ilc'1[1'1!:rt,!'llt'li'l'l'li'!li1it.'l<t'lln 

~U;ltlt>J.ll'~~ffi'4 

lornfe~1 ~u~i&itfw 

th~ l1,1,l1",ge$'tt 

~~pital 

ffl:!'11,t•li'f!!!j ';f;'itlft"!l'.Ui :td:t~ 

~~~li*'~tl,~n '·'·" ,. ... , 



t"l!~"ll\cl'r,,l'fl' ~11,~ljri"',i\\;-Wlil! 
~~~i~~~~,.,,i,\~'¥J.,1j'~ 

f;,Q~. ta~a.t!i~n.. M~lt'e,ly bt~ii'tl.n:g is '1;ot ~Qffi~.leirt, A l!ll'I 

Qi: ~1,11 "rio~i:ey l:nv$~ttffl1~jit\i1. ,t.~ tt'•v-.l . .!.ed $'0 'tb~t t:to1nplete 

bl~ll · :wrio:tl·ty p~o,je~t$ 

· d~'ll/~l.Ql';)l't1~nt. 

th~ 3..~v~l Qf pa.ti.vatte 

tao:.J:t i:tt:v~~tnit~~'t w1y li~v~ 

~:t.e.11:m.~~i'V111 tu$~ .(,):-&?. ·~vad~ . .,,,.,,. ..... ,,,, 

a:JJflfOVfJ!d: »ll:oj~eti$... l'.f 'the~illl 

ffl$'.iV.it'itJid1 t.b$. alQ$lt:t:lll'lt.t:tiitti()B 

itlt~~ibl"~ O,!$,IJ>~'i!fh ·~Q ~b-ng~ t• M'l\11;.~$ 

i:,11.\il,t .. t'~ei .$)?}1t'(!!i\f~~ p%°$""' 

t~ l~:it:'~':14':, $.f,'~tid:t~, 

i::!111tlii!!,1,l'ttl'fli:t'.~t ~,11 ,,~,,~ 

,~~t., · t~J.t:~$en t ai1 ~~t,,rt~l.i.'lte ~J..~~'~;l1.a~~v·@. 

li$fi1ti!C1ttl.a:ti v:e 



imtitiiie:.ttn~rit; fll'(()In tft~~td.an oi 

!U .. ggln~ a:l:qtUn$nt.., 11 

lM)w ~$(Jap~ ta~atton,1 

·~()t::tl :tr~Vels1tl0 (i~$'}.[11t:~ f,,:i.J;;~?:r]~·'t 

.· en.•tptlen 

(2) ~~ionomt~ 



ffea~J' ta~a.tt!~tl. of i~a~m :tttt.~t'd{J 4ap!t~l l~~at.itl)•-

J~QIJlt~,stve · t$.~at\..Lett ttll'1~~ ·t.(l aot:UU!~""' 

l..tt.(();!l t~~~!at~.1, \() tl1e il~t:.:ri,m1a1~t of tn•~nttv~s. 2c ,a~~t 

Ol\t W:G~ltt, iur~ ju.stifi.ei bitt 
····· ... , #1 

ljJt:01:l~i! it' 

t1:t;sffl'av,., if en tth~sr 

th~J ~ttgb)t; t:~ P,t(lt.!Ut'1~ .t (4) 

(IJ t:b~y ai:~ v:e:~&t!r,u~ 

if;~t,\:;,. 

t1ei:r:tabl.e 

'tin~~%' the •spel\'ttmlni1 ta a~ 9~GlJ1,t>,t~.til ;:tt~~~ Jt~•tpt~ 

it"1m t11 1~~@4$ WQ\tlli b~ aj4~4 'b;@:fQtlte#.. l1$d:ti(lt:a.~1'l~ ~Q:U.lc!l 



·reaJ::,. pl••· •)i-,"'°n;s Iott the t.~yw •« his ·4epa4eau. 

•• ~,_._._.wo\ll.4 be Id.• i~•t• ~ :tt\6jee:t to ·tu •. 11·· 

Th~ ~ b- ~-- NAS'ttl .. ~ 4:•ttl.;nmlt, by ••v.ral WJt.tt••• 

lfut th•· set:to•A · kMP·Ultf 1:~!l:1414 ,eemr, • ~ · bu• tto 

f0Di4akt1• .a obaita4tle th•t Ibey .. · ti• et ,-.~ Lt. 

:1-.Uor u.•t· ~- t-. ••$• .t• p;ropoid.bt' e ~tU.•~ 

._ foir .lati.a. Re 1-a!d that: uf.illU? iacae. · '-•'~• (1J 

. f&ila, to ..... ~• 1th.• at•,l :e\tb!ll tty to ,., of t\iff•tie1l't ·ta,r .... 
~- . ~ 

-~•• ~tea aact (J) is. atllllnl-t~•t1Y41f uwot:k.•1~ sin• no . . . . . 

••nhe:•ad:.w ~~ult*' ts ~e,,d.t'~i.2'4 1\11. 1ne~, eap!tal . . . . 

tu:.'M$,a>dioaei ahd: t,~-e11.di:tues - th~ tta~'\"~lf ffi'Uf!·t. be .... 

ptJ¥tM on a. td.n.91$ Jtet.\lrt• to ft:ti·f1 .the t~p~e·r·' s J!'•~•
.. 11''1 aoe.aoy. 

ft• elt~it,~~ t.a, hy ~n~~e.glng istt.v!~r ,.~ tt•;;;,, 
.. !fa~,:big 4l$-$ll.V4ng; ~ho1.i.14 a.ta to ~1~ flow of prl•a~ . 

. savi.).i),~.. '?lie e~o~fJnllG C'Onfl lifer-a'tiio:n• ~ .. 0.0~•t$tb&lbefftl 
' I 

b;r ·filie ~!'f8~•ts a,unr,t t11• •,cpefldi.tue. tea~. 

01· t~ trum.$ nQ~M~i 'by li~gutr,, th$ ~•),le!!.tU,~ 

ito -~•. l:e1an-t llke1:, M •ake -~ ·i'bff•dtlv• ~on;tit:0:M-ti~-

a,. . .s. . . . lD . ~- .. . . l:bi.11.« .• ,, pp,.. ;;J!"' .t. I + 

14tt-.14u, ·la !!lid!!!!! !!l£,, ,,.. 10, ,o...,ii. · 
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tot-tUd · the goals $$:\" Whe · lim:a.t.a U.ta• . whi,.:h ha• be:~n mad• 
o·f · ~~endi;t.1s1~$ · t.axes has a•t. contrU::nl\ed t<:> •ny g:te.at f•el(nt 

of Q~>nf i.denae auld. a · .;host . cf. a~tiu.m•nts . a,~i~et .. th•i2t usts !l~ve 

been. ma:rtfibal'led; · .. 

· < l.) · eomplentty of a(!m.1'1i.;9·tteation... . Tb.$ t;ax . d.efa.,:t: ... 

·mane pi.'obab1y dG$S, J\Oil.. po.aBes$ $.l't~f!t'. t.he 

: ptrrsonael or· 't)le· ~,t~t>t!$rt t.o ·4'~1n1ste,: $.U.ah ' 

a. tu itl adltt;f.on t~ tltte· no~al ··.admin,.isuat!v<!:l 

·..:.--1 .. 11. ;,,.:a.it . 
: WJ'V4,i.-~.~·w.m'U; ,.-

. (2} Bl4'l~et, tavo.-abl.$' t.tea.~11t, ~f sa~ira9t:.. · Pro .... 

. . . . . d~cttiv-e ,~nve;tffl~nt ts' ·t.J,le 90.l. n(D)t . $1lnf 1i ·. ""' 

· !nc:u:-a•se. in ~ii!cving. ·wbi~J!1 pr<,bab1y. '1'01.ll·d flew .. 

tnto· tta<lt tlonil tiol\""l?lfCdu~ti V'e. tnve$tnlen.i:. .. ·· 

·. pattt.el!'n::$.. · 
. . 

(:ir) The numbeXt .c,f it1.diVi(!i:ttalat ·subj$ft t() the .. taK. 

:Ls too $~a.U. ~ .· ~ff.e~* · ,~ta.l. span~i»g be'""' . 
• ' • ,, ' I 

hf:lvior in the e:()o!1.omy, · t.rhe ~a:K ,a;s, app11$d . . . ,., .. 

to Ikid!a in 19513,.,59 ~s est.i.n1~.t:~a · to bave af

fe0t.ed about 6,000 taxpa]rer$ 0:f •bb\tt 600,000 

incH. viduals 'iJ/lh.e weve r~t1.d.:r:ed t.o f 11• 1no¢>me 

tax ret.\1:i:-.ru1c. 

{ 4) · It. ts based on $p11!!nd.:ing power e~et(ll1s$<1, not. 

spending power poetieasad,, ~ild $0 eomeil no. 

cl0.sar to ~a,$u.~1nf ab1li ty it<> pay them a 

oon'\tent.iona1 5.1:uitm:ie tax. 



· (.5) Butt$ tu th• m._lltt!tlort of •• ln•ae tu 

·•d a e-,eaattatt~ tu flteseat :,a::obl~ •• 

b)th ar:• ,~ia--t !Jl; ·th• same tag ~,•t•ffl· 
uma'm tA""'"'"d ~, ... _ i""-,,;. t.•-9 : •~'-!•'t:'t!, - h•ve: .... . ... .11.lllt -- . ~lt ,ilil.<'11t;-~'l'lll . ._,.,... ""'"""""W·""-..,q .,..'!'!<,,ft .. '>'I' . . . . . . 

_t.o ~ eonvfl!·wted _•o u!ta of -~eti1d.int pwe.2t 

fdt»: -.m:,.~t:U, tur-e 1:4.\ll' ~uta:l,ofl. M. 1~ d 

-~- ta• la_~". ~1E4Mlf np1-~ wltli ... 
. · ;&1,. · J;.'k.... ~·· --- - • " ·1· · · - a. ..... as 011?:~~1";; ·11~ wi~·w,$,.G V,11;,~ • m!.iAf!oii-;; · 

~ b~~l-c ·.p,~lm·• -ti tk• $.-«J.ti\\n t•, th11t •t>tltt;p 

to p1y l• mo#e~•t•lf ••••u~ b:v.s~!tit tthaa by itt ... 

~, h•• b~ ~ett;ioutl, •~ w~ll tlt ·fthe effe~tlVMG•tc of 

t:,e ta• ati a. devtoe not: eJuio•l'•tlln,· _ *•vl•g ~y ~ w.altt'-'r. 26 

1-tie ft11eluid.~~ ~!-el1 follows ttb-ts •·e~~~- 1.a that • ref• 

•of 11on~t•l'f d~•.t•eft wtl.l t,e1 ••'- •ffeo*l" 1:a moblliw;t 

dfflllemt;!~ sa,ring. 27 ~s,lt$' tebe •r~~h -,•.ltHti! tst qt 
' ' • I _' • -. • • '"• ·. 

th~ an_~.,vo~~1e ~$ll!llli'lta: o! tu:, 1~!t'i•~•• ·of tad.ta -« 
e~ylonj' th~ e~peftl!l.t:t:lt'itl tu -,-. he 1tseful _l:n •pedal o•••• 
wh•:r.:,1 ~;t,nl ~, l\t~ ·~-$nJt .. l"'I 1,$ .,..,_4"1A11y e~!U•al, 

itl& !'Mf!~a.t!v~.!!$ss t>f ·t~· tM. -••- c,nacetei b,y 1-4le na ~1-. 

--~ b$ ~a..ced' to th• M"Otd'.on of' :lt• bde bf• a_,., ... ,._,· of 

•--•t:le.i:1. -.4 $~$!•1 •11~.-a. wM~ .. b 1~• effect 

i,t'th ~~apec.tt to . ., ...... du.~•·t•-•. . . .• 

~~~~;..._ .. ~~ 

· :.utetie111c~ Jth . l~l•rti~ . 

~&~; :P1t 104iii 

!7 . ff A. 1· !IJi . :tt;(,d,,., n,.J, ·Gv,, O,~· 
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s;el,$ettv:e m~.natuy sontr.ols a·X'e an· alter •. a.tive to the 

O"lt~t' ... all. <:!ortt~o.1, which an fl~ndit11re· tt1tx would: eke~ets~ 

ov•r spendi~g behav!oi; .. ~· prog~et?JSiV'$,!ne~m.e t.ax.with pro ... 
. . . . . . . . . . . . 

vi.sions fe:r 1nve:$·t:ment-, 4'!:teclti:r:.: $flat"'s a straiig'httfforwar~ ap .. 

pt'cacb to leltrawin,g, saving i:111·to :e:rltic.al d~vei~nt. p:eo:jectts .. 

"lh.e expenditiat''ii tax. <.\i('JQ• , not appear .. to :be ess.et1e·ial 

to t.h~ snoce$ud:ul in\plem$:t1tat:ton. of the Higgin• eiystem .. 

Whateveit i$ gained '.by ! ils. in~lus:ir.tl'l tc malt~ a ,erf ectly 

alos~d sy·atem Ls lt>i;t by the tn'(jt"&a$e .. )ln athntnlst:J:at!ve · 

unw!eld.ift$$s .. · Vig<UtGtts . (Ul.ft/Jr:~•men.t. we'#\lld probably aceo:m

plish all that is ·si.ol!t;ht. lti lllak!n.g,the sy$'t!.~:m eft.ect.tve ant 

as already state<t, inv'$:st!l$'ttt,~ou14·~$ chu11e1'sd ~yman!p ... 

ulat.ing- the regnlu iti<,tom.e t~.. · 

:· .;rrtsh.e1; ~eeQmlnlilrtd•d the ~ompl:ete :replacement :ot' income 

t~e!i ,1:hi le E'.ald():r X'$~¢:l~ll4:ed that i:ne~$ tat1C$S b~ supple .... 
. . '. . 

.. 
ment~d w!:tb a.n: et;;pendit:m:a tax., An alt•:rc~ati:ve t<;>. b~'th 

p0~i{d.en.s · I.$. a pr¢g.re.ssive bl.eome t.aR with ·1nv~st.m~!\t e~E1dit 

p.rovisions.. 1fhia weuid fi,11 th.ce ;ttol$ tesig:ned fQi', tihe ·$~

p~ndi:.ttt:re tax , and 1es$'E.oi ·t:tt&· pJ:!rit>lems Qf': e~t~ei.. . Th~ au.al 

basis' for· t~ co~uta~lc>n wout!i'°a• ,.~,er be n~afl!ss;aey ... 

· The· atggins mod~.1 (!lpp$a,rs ts. be. a st,*p f~1aurd. in -t:a.s 
' . '.", 

planning and 1:t, should. p,t'l)V'9:: tn·st,i:,.uetd.ve a, a g'llicle to1: re ... 
. . .· ( 

'Visin.f any ii~ syst;em wbelt$ $:e'O~emic devel$pment iff a.• ;e:rious 

· ohjac.ttd. ve of pol.i.ey •. . His: g-t~.f:e!tt m)ntJ!'ibuti0n !$ a •m

prehenst ve .approaeh t~ the prtibl$m. 



'fh~ $,(ltl\ints.trative d•ta,11.· ·01 hts p1:ropo•w1la iio 1101 

. ap~#. t.o h~ i.nsUiTafl\tR/tUiM g{\ the •s.~tt":i•nce of tn.f!J..a 

ind1oate$ wbat. oan he.· aohl~~e4 w!t.:h a tAM s,-stem ai'milar 

t~ talat '!lh!i$h Hl~ln$ M$ ottt!.lne.4. 

131 



l\ck1•Y., GaJ:4aG:.r"' t-, . ·4e 
Madillan C~ariy, 

BflUl.di.tt;, KGnetii C, 
eeeaoint,a,i. 4th· I. ·r t:~, ; .. ,.. "'iii rl!,ttft .. 
. · .1;.Sncrt, •;,~(h 

Cbe11iatt, Raja J., p· 
New '!'!Olrk: 1.'be. 

~!1'.hel'i l#Yin9 .. 
Hupe~. nd 

SQ&O, A.- I',; 
Jiondon, 

suvud &aw sao01 . ., 
.Cld,cavo: eou.ro• 

B•,rva~r::,:~o:~lf1j1 
la:r:vdti kw tebool •. ~,K Ta .. 

n-••. ""'· w,. "'<I• ..... l'i .. a a ........... _ -PW:P~¥"··· .:U""~:~•• .2;4 vw·,:,a 

ai.<=k•·, t1irsu1a x. P..!~ l, 
Qh!\tetrtd. -ty P!r$$,11, 

.R1ttf~$, :&enjamb. Ef!$.· ... m· .!,9.! 
au~ a.ad c~any, 

JU.1l.ltlahs. aui.y •·· 
. tu,tn···. 
booJ:"'of 

132 

;., ~e:~,,· .~,,~Ht~!·· 

e 1~11tl!· 



133 

J:ndi.an Investment Cetrtre.. Taxes and lnc$nti ves .. 
Utd.ted ?ndia Ptess,,. 1:§lff.. - ···· · " · ···· ·--~ 

Kaldor, NiQhol.as,.. M ~~J!Ei:n~i,t.ur~ ~ax. Lond:on; Allen ana 
Unwln, 1955 .. - · ·· ·· '.' · · • -

Kaldor" Nicholas. tndian ~ai¢ · RQf:orm.. N$W Delhi : Mi.n.ist.ry 
of Finance, l!JS6. ' ' ._ · , 

Kanga, J~ a. and Palkhi:v~.).~.,- ~ .. A.. The. :t~w ,fl,!1~ P);_t!l~tica Rf.. 
. 1:neome . ~alt.. . VO:!. l ~ ~tb. ed.. lo:mbays N. M. ~r{pathi 
ilrivaie t!mitei, 1963.· . 

Rindleberget, Chatle.$. P.. !!_c( ··mic. Dev~~$}!ll~J>;tf• 2llod ed, 
,New 'Yo:rli= MaGraw-1*11.I ooi Company, Inc .. , l:965,. 

Kuznets, Sittlc>lh MQdeJ.'n -Eeono~ia <ilrowtdl. New Havtiu Yale 
tiniyersity Pr$:$$;. l:961~~ . "'" ....• 

Latin ~erican 'lssutisJ. ed .. Alb~rtt o .. Hi:r,chmam. New Yorki 
. - ··-. · 'l'W<tni.Ie'th ·centu+tY- F'1n4, 1961. 

-Leibenst.t:tin, Harvey. 11~~~~1! ~-~kw~r!!li,,ss, and ~.oc>;i()m!o 
. . . Growth. New Yerki -• J9ii Wi~ey cma len~~s, .. 

. , ' 

L.ewis, W • • Arthur or , Wh~· ~J\eqex ·of 1.et.lnomio ~.J(!!tll.. Hol\1$WOOd, 
. . Il.11,noith RJ.<:S:llt-! l).. tt.'W11.n, In•.•, ~9,5. . 

~ . . . . ' . 

Mcltenna I 'aoseph ' .. ' 
Dt)'den; :tre$$, 

. ; . 

. te ·at~ ~conoJli\1C ~al?$!$ •. '.New York; 

Musg~a°"'e',. ~i<,h~rd A. _:Tb~ ~~e<,,#X ~~ ,~~l~~ F:t~anoe. Nf.!w York: 
M0Sraw-B1ll Bo.Qk company, ;t:n~., i9it. 

·My~dal i.o:=!r ~ o~~:i~~~iP Jl~et:::~;11E!a!J,~1i~·0nf). 
NulTK$$ d~!:Y::;d ~:0.bli::~·~.f.b~:;~;!~ t i:ilt~r:~,eeH~~t;ss .'. 

' ' 

Rolph, .. Eat'l A. !'tie :~he.,;; (;)f. F,i.$till;al: !:Qonom~(:~. Berkeley: 
univers;ity 'of c.a1.1 ··()rnta Pl:'E!S$, ·1954,.. 

Rolph, 11l$1;l. A., a\n.d 1\J:eak, seorge.,t . .' illlhliCl Fi~al)o~. New 
Y<:trk: .~he ~na.ld PX-e$s Company,· I9EJt.. · · 

Rost.ow, w ... .,. ·w.·.. T!l~ !!~Jef ".·~ .. ; .•cii>,~o~l..~ ·~row~~;• Cambridge,· 
. Masse.chusetusi Un vers!ty Press, l~hl5. 

Snedgras$ i oon•ld l\,.. . Ceylon~ •·. M · ~~l!Q~t ~~ll~ !n 'i'~tln ... 
sit::lon.. UontEIWOOd ... ,. 111:i:tto. ls; .. R[(?fialltd D. Itw!n:-'fii, ·nQ., 
l§l't1~' ' '' ' ' 



~01tm1t1Jd~l4, R.ayna:ttd i1 .. 
'I . . EttHI.; Atl•ti~ t . l ... 

Wald jt ii~t$:ki.$l'l P ,., aa:4 
s e:t ~tie 

Q.e>ll~a ·'Di 
ve~a}~$:; 

tfollf, iahiiu:-l.~a.1c 1"1r .. , 
awJl . For~l 
,-;.~;~~ .. ·-~~,..~~-
sy:,ae\li.te ~ 

Cl;tJ:r.imisF.d~~ to.. at~if the -f:lse,1. ~Yf\~~,i .·<:>f V11t1.e'aUela •... WlMt 
· · ·. of · · ... lt... ¢!~;-1 $,. · Sh~up , ... Di .. ri~to1; 

. . . . ... · ... · $${oni!f iTior~;: l~.o~kiri,.s , 
P.:t'~$!: t 1959,. . . 

J(ji~~ wiu ··f,t¢>gram ¢1 1tb0 .Qt-Ja.n:tzati'oti.·.otr i~etteml Sta.ta$. 
,f,t()lz•la!tif$ Qf ~a~ t · .n l~ :t~t.:i.~ ~trlce.J1 .. 
il:!~l&e~·· nii'. . Ii ~iis~~:Eis';---

. ~·"·1:aseirv~ Sank ei Indl~ .. ' . . . . ', . ·- -· .· . _, 

1+~~.i!.~ Botttbay .. 

:aeee,n~ ,~a .!(;lf I~tli~ .. 
iO~a.y. 

Fc1:e.t 
~--"'· ,,, .. (~1a~ttj¥'f•. litl;) ~ • .. VQl •.. · .. list .. · ..... Nl~h~·l~.$ .. 1.aid(>ti, 

Unde~tt~v~l.OJ¢t'4 · ·~*J:~t1trie$, Ll\a~n to 1J~f ff · 

c~utt$e1 ol'l: fc,r~t~ ~lati(l;ns., ?<lew Yo~k, tt~ '! .. 



, VITA : 

Cbu'le• v~,11 hsn•i, 

eantUilat• .· !plt . tb.il ~,9ra. ,o.f 

Kttt;Mr o,f 'Slit~ 

Therd.$ t Ml BUMDATXfA1' OF A fBOIOS!ltl SB!.tf EUtoaemG lll• 
CltlTJ:W !'~X· $¥ft2U NI: ·wmu•anwP'ID COmPt·llllS. 

Hajol:' Pl~J.<h llc:•om.tos, 

Bic9.-aphicali: 

:terGe.11a.l Daui. Dol1); n~•r eov1ntt.on•l1a; Tlf!2CaEB* 
· ~e~;r !.! , 1tS4, tbe •ea ef Ml'. au,j 8$i. 
,__ fhll$dSJ ... 

aau,ftticn: •e.dea•t f.l'at C1!.fton ll!9!l lcb"l, 
· Cl.if•a, ~$•atr· .1-· lja;y lt5l.J att.en4d ltava~ro 

O>llete, toratoana., 'Jeus, !a lts:. Mil ltS4,. · 
AttLe:n4e4 S~th•.n ·fJ!eas: Stetle ·Collegef s• 
Ms:.root, 'Ida$.; 11:~ ltl t to 1.951 ·~a · a:-••t vfJd 
tn,i sa<:hele.- of A:ttt• .kflf'•• 1- ~ay i.tse, wltk 
• major in 1:«.,•~los.. . . .ltt•Mad the Old.ahou 
Stat& tlnivo.~:stty 1~ 1&5& 'a~ 1,s,. 

ltrofes,siona.1 -•rlenc.t ... v•n• effi•r wi~ %1t• 
tlental R•"'n't:f.• Se~vta• l,94.Hl to ltii.. •~of'$"" 
•1st w! th :.tnt.$:arhal. :ae:11u11Ml ta 1fam'hinftml,. 
n .• c .• , in 1966. . H&af$meat balyat. .. wtilh l':ri
~~l)a1 l·•venu. ih .. ~• 'fa~payeJt eomplia,a.oe · 
Me.,suement: 1'1"oiflt'8 •~ ri1uil\tn,9ton e:!~0$ l.tff« 




