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TAXATION ENQUIRY COMMISSION

Answers to some of the more
general questions, by
J. Tinbergen, the Hague,Holland,

(Wumbers refer to questions)

% Objectives (a), (b) and (e) should be adhered to;
(d) is identical to (e¢).

This is such a complicated matter that it seems difficult
to formulate precise criteria, By trial and error the 4dif-
ferent objectives should be promoted in such proportions
that an optimum be reached, easing the experience inside
and outside the country.

In most countries a number of taxes of very dif-
ferent character exist and the mutual proportions do not
diverge too widely, Often there 1is about equality between
revenue from direct and indirect taxes; and roughly one-
half of the former is income tax, roughly one-half of the
latter some general turnover tax, This might be indicative
of some common experience on the optimum proportions,
Income taxes 1 the hi f;‘:.lﬁ*" brackets usually are well above
50%., The Indian tax system does not diverge, if I am well
informed, too far from thes .*1teria.

g 35 In a gountry with a low average come taxes on higher incomes
will have to be high., One vo&@ens vueb er incomes apove
R 10 000 could not be taxed higher and whether not those
)LtWLeﬂ R 20 00C and R 25 000 are relatively under-taxed
by a few percent.
The smallness of the proportion of tax revenue to national
income in India is prtw'rllv due to the low average income,
Nevertheless it may be necessary to raise the level - given
the problems of the country. Cf,answer to guestion 3,

6e cf, answer to question 2,

3/9, I see no objections in principle against earmarking some
taxes for certain purposes; but there are necessarily
important overall expenditures which have to be financed
anyhow; it would be hardly possible to link these up with

gspecific taxes,

18. Borrowing would seem attractive for self-liguidating
projects and less so for productive products that are not
self-liquidating. For overall expenditures difficult to
attribute to special projects borrowing would seem to be
not attractive at all,

19. (a) and (b) would seem to be especially important,
20/1.The tax policy should stimulate 1rvesﬁuent by exemptions
in case of investments rather than by low taxes on profits
without discrimination.
I am afraid it would mainly promote consumption,

A tax on super normal increases in income might be attempted
in order to raise funds for public investment,







i most effective tax preventing consunption from rising
2

he

would be general turnover tax,

Exemption for investments could be differentiate according
to some classes of investments; it might for instanc

not be given for the construction of luxurious dwel lings.
Some examples have been given in the preceaing answers,
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Part II, Direct Taxes

am in favour of a tax on ecapital ga

sed against it that they hinder the functioning of

ai ,
he capital market, although correct, does not seem to me
be very imp

ins, The argumen
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above remark applies stil

ST1iL more,
An exemption limit of R L200 seems to me to be hi;
Holland it is only about F 2000 or R 2400,
In Holland there is a slight he corporation
tax (roughly 5% more for large corpors: Y han for small
onew),

J.l; in

since it is double taxation.
to differentiate, if specisa 1
new investments (cf,













