
Taxation, i n  t h e  m i a m  world, i r  i n m t r u e m k l  in  

,promoting rariws, inrmotumnt and prodwtion,  in d n t a i n i a g  moo- 

nomic e t a b i l i t y  and i n  i l lcreasing .he moonodo w a l l - k i n g  of al l  

concerned. #ith the l awchin& of the  P i r s t  I'irm Ymar P h  in  1061, 

t h e  revenue nmcd of the  Government of Mia hha inorm,.e*d mny-fold. 

'i'he rams of income tax hare bran inoreared 4md a8 m y  o r  four 

nee d i r c c t  taxmr have been introuuced and l a r i m  by the Central  

uorernmenl. $n tho p r e v i o ~ e  & e l r e  Chapte! a,  Lhmsm taxer h~ re 
- 

been diecursea i n  d e t a i l ,  i n  the li&t of r l abora te  h imtor iaa l  

mi a d e p t m  Lheoret i~dll  bck@o\PKia. A 

been e l l a m i r d  from t h m  point  of'  viow of 

c 2 d  nuv.inistr'.itive s i n q l i c i l y  am i t t u q  

apor tant  a x  imtiumr hare  

equity,  econodo mf ro t8  

t e  h i r e  bean abde t o  

es t iwte  the ef 1 e c t s  of ' bo  , r e s u l t  La eyaLem on snr inyr  ilnd 

i~rvceLir~ant by inuiv iawla  and a l s o  on Uht g o r t h  of  he yriratm 

corpor- te  eector  i n  tho counLry. '?he mtruotureo of d i r e c t  taxa- 

t i o n  i n  lna ia  hare bran aompard \ii .h thome i n  maw formi@ 

countr ise.  &ny (iropoa l a  t o  iapror l -he u i m t i ~  Lax mymtea h t e  

been atlL e and rn-ny c o n c l d o n s  have teen arrived at.  In  Lkim 

Chdptcr the most imporhsnt of :befie ; r o p o e . ~ b  ind conc lwionr  are 

eummvrired i n  b r i e f ,  a t  the risk of repetit . ion. 



Mort of tho p r o p o ~ q l r  made f o r  tau reform do no t  

k ~ v e  mijor rerenur  s i@i f imnor .  kt they would c r r k i n l y  m k r  

, th r  tar  ayrtem m r e  rqui tablo ,  mrr rirplr t o  admini8Lrr r f f o o t i r r l y  

ana m r e  d r e i r a b l r  from the point  of' vier of roonodo  r f f e c t r .  &I 

a jui tablc t a r  aytjtem mould improvr !he mrelr of tarplymr8 and i t m  

be t t e r  economic o f - ec t s  aould pronote i n c i u s t r i a l i r ~ t i o n .  If it 

i r  mde s iq l r  LO & n i n i r t e r ,  it bould b r ine  i n  1-r,r revenue a t  

l e a s  coet. 

Therr r e c m  to be no prosprc t r  f o r  4 rube t an t i a l  tu 

reduotion i n  t h r  n r w  fu ture .  ' i h u r  a180 are- to k l i t t l r  wopo 

f o r  inc: creint; '.he rrirtinb l e v e l  of ,e r ronel  and oorporaLr tw- 

t ion. Howrver, comared t o  n o n - i g i c u l t u r a l  incom,  aqicultural 

incorn, i n  l i & t l y  taxd .  The aororu6a grf the inaonm tax and wwltb 

tax m y  be , idanad oonaiderably by ubking the &ate O o r u n n j ~ t 8  

to d r l e & t s  the i r  power to  the C e n t r d  Ooverntmnt t o  tax n y i o u l -  

tur ~1 incom clnd a g r i c u l l u r a l  proparty. Or tho state Cbvernmntr 

ehould be asked LO tax aey iou l tu r a l  inoom of' .n r r r r r 8 a r  a t  the  

r a t e s  ap~ . l i cob l e  Lo him t o t a l  inoom inaluding a q i o u l t u r a l  end 

non-~gricu1:ural incomoa. Thib i e  a major tnz rrform which would 

not  only i r icrwoe the revenue y ie ld  t u t  would rn~ke Lhs tar ryrtsm 

mrc rqu i tab l r .  



It dorm not  Beem to  be poraibla t o  dmlinr t h e  turn 

incorn exhaust i re ly  t o r  incom tax purporer and i t  i r  not  d r r i n b l r  

t o  aef'ine it i n  genera l  terme. It  may be l r f t  t o  be i n t r rp re tod  

rccordinrj .o i ts  'natur-1 and coamonly mderr tood import', but #r 

Act ehould 3 1 s  an inolunive definiLion of i n a o w  s a8 to laakr 

taxable  a l l  i tem a f  income ,.hich a wall demised  eoonodo oonoept 

aoyers. 

The ihig-;-;)icnrrtj concu;.t of inoom would had onr 

much nearer  to an  e ~ u i t ~ i b l o  trystem ~f imam thxation i n  tiaoordanor 

with t a w l l e  oapaoi t4y. &very e f f o r t  should bo nrde to  b)inc, it 

i n t o  r a c t i c e  without c u u e i n ~  inequity bstwrun aaneraeer ~ n d  unduly 

heavy ad tn in i s t r s t i r c  burden. A h i6  conce; t f i r o u r 8  t aza t ion  of a11 

inconrec, %hather reol ieed or  no t ,  whuthar r ecu r r ing  o r  assual.  

In f a c t ,  i t  faroura  taxiition of bequeals, ejif ~8 and o.rpital &nr 

* l o w  c i t h  o ther  ir .ooms of r.he taxpafor. But while equity rrquirrr 

a aspar L t m  t r e a t c a n t  of bsquoats and dl tr, practf  o a l  oonsidsralionm 

requ i re  a s p e o i ~ r l  t re i tmsnt  of  (1ont;-trrm) orcpital *inn. 

Zrory eLe;, h e Leon t ~ k a n  i n  I r~d iu  t o  uring till 

mncy : i d  non-money ir~comu under Lhe lncome Tax Aot. In order t o  



avoid u n n r o r r w y  l i t i p t i o n  and tbr rxirtin(5 ambi&tj, i t  i r  

drmirablr to  rpeoify c l r r r l y  i n  tho Aot tha t  i f  an inoomo fro. 

r o l l i n g  of ~ o d m  i r  not taxable a r  a a p i t a l  (pin., it i r  taxable 

4 8  revenue inoom. Purthrr ,  a l l  a r w l  incorm,  not king gab- 

1ir;g &nee inheritanor and igifte, ~ h o ~ l d  be raadr taxable r h r b h u  

or no L they ar i m  from the rxerciae of buminere, prof r d o n  o r  

rogation. Equity r syu i r r s  mom e;enrr,~l f o r a  of r r l i e f  fo r  flwtor- 

tionn i n  income. For Lh i s  'the 6imorra AIKI Grove8 r r t r o a a t i v r  

.~vera,r plan' wry be improved urn sdoptsd. 

For taxin& bha income of u tcrrpayrr LM of h i r  wifr 

:nd minor childrm, tho joint  reLurn uyrlsm is botb q u i k b l r  .ad 

necersuy  :or r f f i a i e n t  r d d n i r t r a  tion. A 8  the  f irrt  r t r p  to  

introduce t h i s  r ah rm i n  India, tho mdarnod inconm of a apthrr  

nd &nor chiloren my be dwegtod with the to ta l  inconn of 

he r  hueband. A t  loast, the yr r ren t  ~ y e t r m  of a l l o v i w  p u r o l v l  

al loranoer rhould be iaprovd.  The rxemption lidt abould k 

a b o l i s h d .  Tho u r r i a g e  sl losance of a q o u r r  rhould k with- 

dr5.n when the incoma of the other spoume sxarodr a aorta in  lidt. 

Widoar and widowerr ohoula be allowed no rrrriogr allowanor. 

The akrild allow nce at'ould be d o  e i ibe r  t o  i t 8  m t b e r  o r  f a t b u  

and ohould be withdrawn when hi8  perlonu 1 incorm, u o r e d e  l i d k .  



Tho inaoaw ku rrhould mkr no d i f f a r n o r  ktwra 

wrnd and u a w r n d  incomer, o r  thur i r  r wwilth tax t o  do thir 

job mrr miturally and rf i rosivr ly.  Thir rrform would lpp t o  

ritlplify the r a t e  r t ruature to a lar- extent. If ruoh ah- 

i r  not deeired, the prrront def ini t ion of oarnod income rhould k 

igprovsd and the r a t e  r t rualure rimp1ifi.d. l h u r  8r.r tio k m 

c , re  for trek ~ in t ;  a8 earned incomr, inooma from bwin r r r  or  inoow 

not derived wholly and direot ly  from p e r m m l  exertion. &am rate 

of eurchar,e my bo iqon.3 .  on a l l  inoolar a h v r  an u e q ~ t i o a  

l i m i t  of my, RB. 10,000 fo r  ~ ~ r n d  inoonn :rd h. 24,000 for  

earnod income. 

The prorent treatment of onpita1 e i n r  i n  India 

r r e m  LO be satisfaotory. Tho opplioetion of roa l i ra t ian  prinoiplr  

f o r  taxiw ca, i t a l  ~ i n r ,  i n  -in, larkem it nrorrrary to  dirtin@& 

between rhort-and long-tun w~i t t l l  &in8 m d  mker Lhr tex 

atrwLure more coapl icntd .  But ttlx t ion  of oapi tal  @in8 on 

rrccrwil b r i a  i r  both d i f f i ou l t  a d  uruierirattle. Capital @in8 

re-diaed merely bec1urs of cbin&6r in  Lhs pr ias  love1 a r e  i l l u o r y  



end require mom conoereion. But, oapi ta l  ,pine wiring out of 

c B c ~ e  i n  i n t e r s r l  r a t e r  ir.armre one*@ tax paying oapacity. 

Capital @in@ of trn reprerent unearrm increment8 i n  :he value of . 
oerete uue to modern teohnioal 2nd industrial plaanrd derelopunt.  

Their exemption from tar hould resu l t  in  never@ d ino r id t a t i on  

between aroeeeeer and i n  tax avoidanoe. 

Heintroduotion of' the expendi lure tax ei ther  in  addi- 

tion to or in L ~ P J  p l  ce of the income tax doer not wcm to br 

desirable. ihe Indian incoma i ax i e  baed  on a auffioipntly 

rraronable def in i t ion  of incom. L v m  if  he preemt income tU 

i e ,  am ffilaor rayr, not t a m e d  on a t rue  gwtarure of Lhe rpendiw 

power of an i n d i u i ~ u a l ,  t a t i t i on  of actucrl opendiw alone ( r r  

a j i n e t  the @pending power) o m o t  mrke the Lax eyetea any s r e  

equitable. 1P the ratee of iriaorm tax a re  oonridered to  b r e  

dirinasntive effeato,  introdwtion of an exi d i  ture tax doer not 

reem to hu a logio41 solution. %ere it i m  conr ide rd  cuooerery, 

more melecLire ard e f i e o ~ i v e  inaent i rss  my be . d v a  muor th. 

prerant Incow Tax Aot ifirolf.  An expendi:um tax i r  mob more 

criff i c u l t  to addn i a t e r  than an incorm tax. In any one., r 

developing country, l i ke  1rui.1, canfiot tm an ideal  eymriment.1 

f i e l d  for  a novel t ax  Detrrure of t h i s  kind. 



A tu on not wealth can be rupported both on q d t y  

Md oconodo ~ o m i r .  It rupplomsntr tho inoonr tax t o  bare t.n- 

t ion on a t r u e  tmsuro  of tax p a j i w  aapftoity. It i r  a p o t a t  

and to check oonoemtration of mproduotire wealth. It an rorro 

am an adbition11 LA on unserned incorn ud mwraatr r o p m l  of tbo 

preeont d i f  f orent i s  tion ktween esrrma a d  mwrned inooar mdo 

In iawodsn, Yesets of hubandm and wirer u o  o o e i n d  

for p r p o r r s  of the wealth tu and i n  cer ta in  03e.8, tho a rao t r  

of minor c h i l d r m  are i ~ c l l d e d  with tboro of the i r  puants. 

Pors ib i l i ty  of in t roduoiw such a mwsuro i n  India mhould k 

oxplorrd. S t e p  rhould be t a k a  t o  b r i w  agrioul tur .1  p r o p u t y  

within the  p u r r i w  of tho wealth tu. 

Pbr a l l  praotioal  pu rp rea .  it i r  better to  oonr idu  

t h a t  Lhe inoidsnoe of a death t ax  i r  on tho inhe1 itorr, and aa 

inheritvnoe tar i r  mpre o ~ ~ u i t a b l o  Uum on o r t . ~ t r  duty. Tho inbo- 

ritl-noe tex ehould tnko into  acount tho pr ior  wodlth of tho 

inher i tor8 and t r o a t  d f t e  am tnquerta al ike.  I f  in t rodwt ion  

of euoh an inhcritbmoo tax i r  not d o a i r w  on rrdminirtratiro 



~ o d s ,  a motbod o t  i n t e g 7 a t i u  t he  g i f t  tax und t h r  rstatr d u t r  

8hould be adopted. The mstbod f o l l o r d  i n  Awbra l ia  r r a m  to k 

both rimpls uni r w r o m b l r .  . 
After Indrpendanoe, the lowrr isioom y o u p r  h r e  ka 

much re l ieved lrom l i a b i l i t y  Lo direoL taus and s inor  l9b7-68, 

the rs-err d tam8 i n  d d d l o  incomr g o u p r  have krm aomparatirely 

lowu.  Available avidono.8 do not ahor o l w l y  t h t  the total 

turden of d i r e c t  taxes on hi&er inaoms-brackrtr bar8 a f f a c t d  

adverrely c i  Lher the rillirqperrr o r  oapuoitp t o  u r r  and inverb. 

Therr i e  widrepruad tax erurion i n  India. For the part two 

d e a d e r  o r  80, only about 6,000 a e ~ r e r s r e r  (that i r  about 0.5 p a  

oenb of the t o t a l  number of i n d i v i d w l r )  hare ban Lud a t  UO 

per o m t  or  more of taxable  income. If m y  i n d i r i d r r l ' r  inoom 

i r  rubjeot  Lo diruiniehintz r e tu rn  beoiuae 01' tsxr8, i C  &ow8 

a l e a r l y  tkt he ha8 kept him h y e  uwlth compara~ i r r ly  iukgrodw- 

tive. It  doe8 not ,  there iore ,  ream to be d r r i r a b l e  to f i x  u tax 

oeilinb. A reciuotion i n  the riitee of' tares on upper brackets ir 

preferable  t o  

of a o q s n i e r ,  

The prorent  personal tar otructurcl farourm f o r m t i o n  

imporer hsclvy y . n ~ l t y  on unprodwtive wealth ud 



aim at  rdt.dn(5 t h r  aonamtration of 8 w l t h  and income 

The Inoom-Tax S t a t i r t i a r  i n d i w t o  mine r d w t i o n  . 
i n  the d e g o e  o f  Loqui ty  of irrcom amow inaiviliwlr o r r r  tho 

ton yeare period from 19-54 t o  1962-63. T e a p y w r  haviry 

tot81 income of He. 26,600 or below aeom t o  hare rli(rtrt1y improved 

the i r  aomyvraLive posit ion over the ma* pwiod (re0 Tablo 1 of 

Appmdix F). Yhilr thr  r e l a t i v e  .harem of pre-lox md port-tY 

rho~od a dearoaro. W i l e  tbore war B d e a r a w  i n  tho rbaro in  

income reaeited by thr  tog 10 per aent of the  bquyerm,  #err n 

a eli$lt  inaroarr  i n  t h r  rharo in inaoms tiikon by tho bottom TO 

par oent and t h r  middlo 20 per aont. h n , ~  t h i r  bop 10 per orab 

Y0f~O88Oe8, th r  non-uilary virnere raem t o  harm u p a i r n a r d  a 

mrked deal ins  b o ~ h  i n  t h r i r  pre-tax ind port-tax Lcom (roo 

Tablr 2 of Appmdix 19. 

Arailable wealth-tax mtatir t iou a h  indiaa t r  a 

lidlar trend (are  Table 3 of Apprrbii;r P). Ilhilo tho  n & u  of 

i a d i t i d u  18 who hdid ne t  w r ~ l t h  of above HI. 12 lakhr doolinod 

' from 1,408 i n  196162 to  1,202 i n  196446, Lhr numbor of thoor 



with n r t  wealth of Rr. 2 lakhr to Ha. 12 lakhr inorurd from 

22,407 i n  196142 to  27,662 i n  196466. Thr t o t a l  n r t  walth of 

.the fo r s r r  g o u p  dearearad from Ha. 336.2 ororer t o  Fir. 304.9 

ororel,  while the t o t a l  wealth of th r  l u t t r r  g o u p  i n o r r a r d  from 

Re. 888.0 crorea t o  1,030.3 ororer. 

Tnz rLaLlsticr do not often r r f l e a t  bbe real ohonep 

i n  the diatribubion of w a l t h  and irroolpr. Thir  i r  min ly  koauu 

of widsapread rrthrion and ch-tngea whue i n  thr 1-1 d d i n i t i o a  of 
1 

tayrbie unit.. Lurthrr, the ahawe i n  the d i r t r ibut ion  of 

wo*ilth arid income need not necrrrar i ly  b r r r r u l t  of -tion. 

However, the r t reply  pro&rrrrirr r a t e r  of tPur teqyt onr to 

aonclude t h a b  t a n t i o n  rhould b i r  ban one of thr -in aaurrr  

for  Lhe reuwt ion  i n  wealth dnd lnoome aonoentrrbian during thr 

period udrr r t d y .  

........................ 
1. For ohhrr reasons $08 

# 

:- tieport of ;he Q m i t t e r  on Inmw 
Dirtribution, Part I, pp. 10-11. 



t o  tar i t  a t  a f l a t  rrite of non-rafundablr trrx and to aonrider 

for  a l l  prnct iaal  ;mrporra, the r igh t  of ths aoqaay to rrtrin 

par t  of i ts prof i t8  undi6trittu:mi a8 one of the p r i r i l s g e r  of 

incorporation ra tber  rhan au a rrource c r t t r ao t iw  a r r p r a t r  ratr 

of tux. I t  is  a l m e t  irupoerible to i n t c t j a t c  tho aorporate and 

prr  ronal taxation. h i  thr r  doer it seem to be nuoerury. Whrro 

i t  i r  conaidered neorrauy ,  some conassrionr may br a l l o m d  i n  

taxin6 airidand iraxne i n  tha hand8 of rharrholderr. 

binor 1960, ooqntnier i n  lndia hare been toxed a t  

f l a t  r a t e s  and no refund of   he tax p i d  by a a o q u r y  h 8 barn 

mrdr t o  i t8  rhareholdsrr. In 1066, the  ruprr-tax on 0011p~lirl 

mr i n t e l p . t t d  w i t h  i n a o m - t a .  It  i r  only proprr to  arm t h r  

taz on c o n p ~ n i r r  corporation tax. 

Thrrr  rrrms to b~ no ccraryrlliry r-mn t o  t r r a t  8 

olosely held coq,cmy a i f f r r m t l y  from a widrly held oogany for 

the  purpore of corporation tu. There rhould, howrrsr, be loem 

prov 1 @ion8 for  preronting clorrely hola aoap.nier from ~ o n r o n a ~  

aocumul~ting prof i ts .  Irdi rn proviaion8 i n  t h i r  re&.ra r r r  

to be eLt isfaotory.  howaver, ;he yrerimt syrtrm of i o p o r i w  p-1 

# tux on bra e n t i r e  undirtributea bplrmnae of the d i r t r i b u u b l r  



profi t8  of the ooqany i n  defaul t ,  rkro~ld be mitMram. Inrtutd, 

a ponal tax of, wy, 80 or 60 per a t n t  of ihe eroosr retention 

.over the rtatubory peroa tage  m.y be ilpored. Buob r rahoum i n  

only rreolonable eurd rould involve neither rcvenuo l o r r  nor Mi- 

Lion.1 adminir t ra t i re  burden. 

hdly to the oomputruon of taxable buainrrr - o r  

of a 00% .ny, Lhe roridurry provieion ahould b8 improved. For 

t h i r ,  the f o l l o w i ~  Lm provirionr nay be i n t r h o d r  (i) r pro- 

virion to  allow doduotion for  t r 4 n g  lo ra r r  connlratrd c i t h  o r  
Cri 

a r i a i n6  out of t h  buainsrn or proferrion, and (ii) a p rosk ion  60 

a u k s  i t  a l e :~ r  that no doduotion other % h n  thorr m t i o n o d  ia tho 

Aat aha l l  be a l l o u d  in aomputiw burinrrr  incoa. 

lor irtoosrs t ax  purpores, no disLinotion n e d  k 

asde between dspreoiation cmd obsolcraonoe and they should be 

tred ted :dr revonuu, expendi Lure8 o r  loe&er. Ucpreciation alloman008 

m*y bc w u e  e i ~ h e r  on r t r&l&t  l i n e  nwtbod o r  on d ida i l ih ing  

balance mt$Od. Thrre i r  no o.ire for p r e f e r i t~8  one to  the other. 

I t  door not, honerer, raam to be dorir  ~ b l e  to tare duprooiation 

allow noes on raplaoeraent oort  of the a r r e t r .  I f ,  on tho o t h u  

r h d ,  induatr ier  fimi it raLher hard to rrpltroe and r o n w  their  eld 



arretr beaaure of inf la t ion ,  r o m  oonaerrionr m y  br allomd. 

For rtook n r l u t i o n ,  option should be & v a n  f o r  . 
the taxpayer to adopt Lho rairkst r4ua e r a  i f  he had t a l u d  hi8 

rtockr fo r  r o m  y : :ws  a t  coat. But the Lifo mrthod of ortimating 

coat pe i c e  should be r o j e o t d  on thu dound t h a t  it doer not 

r e f l e c t  the rsel p ro f i t8  of the bubinerr. 

The ,.rerent eyatsm of tronting carried f o r w r d  

loruer, rieprooiation allo*ancos and dutelopment rebate rhould k 

ra t ional iaea trlld riqlificd. Unexh~urteu depreciation and klnn- 

cinpl; allowmcer rhould ba t r e  ted alike axmi ;bay h u l d  be aonri- 
JL 

aored sr r p r t  of business loreos ciiir#id fonsard. I t  ir only 

ro&ronsble to allow businerr loerer  Lo be oarrid forward a8 an 

off-sot a tp ins t  bueineea as well ss non-buniners inooan. 

h t e n s i r o  ttix conoereionr and inoent i rer  h r a  brm 

@ :nted for  induetrier .  They unka the tax ryrtam too o o q l i o a t d  

r,nd burdmaomo t o  administer effeoLirely. But the) m y  be r u p p r -  

tea w i n l y  i n  view o f  the present higher rntss of' tsrxer. tbweru ,  

i t  i r  i w p e r ~ ~ t i r e  that an export rnquiry rhould k mrdo a8 t o  how 

the  t ax  conaeesionr a l lovrd a r e  ut i l ieel i  by Lhe induatr ier  oon- 
4 



orrned. There rrems to be a cmre for fur thrr  rodwing thr  rat88 

of tax on intarcorporate dividmar r e o d v d  by a p a r d  ooapony 

.from i t 8  subridiarira. 

rhr tax on bonw irsues war r i g t l y  withdrawn. Thr 

tux on uor88  d i v i d e d  dir t r ibut ion my a160 be a b o l i l h d  a8 it 

Barren no purpore exoept perhapa to inorear8 the t o t a l  tax burdan 

on oertain coarpanies. The oompaniea (p ro f i t r )  ru r ta r  need not 

neoerearily be an emr,ency or wrtima tax. It may be a parmanrat 

levy. It would be urreful to ~rahieve soma eoorrodo and aooial 

objeotives, i f  the defini t ion of *rtatuL.ory doduotion' i r  k e p t  

varying from tima to ti-. The 'deficiency i n  rta:,utory drciwtion' 

m y  be allowed to ba aarrid fortard for  one or two y a r r .  

Available oviclenoes do not indicate olearly that 

COE any taxstion hss affected i n  anyway the gowth of the private 

corporate e e c b r  Jn #a country. Tha t radi t ional  theory of inoi- 

dence of corporation tax eeemrr to  h ~ ~ v e  no more any valw, and at 

loaet a p r r t  of t h r  corporation trU mi&t have baen reaoupod by 

ooapanirs, erproially,  t h r o u  h i d e r  p ~ i c a r .  The ino rwwr  and8 

i n  taxer on mmpaniea i n  recent yearn lave affected nuoh the 

I 



re ta ined  p ro f i t& .  i f ,  inr,bite of t h i n  and the  o o n t i n u d  alu&#rh- 

neae of :he M i a n  o p i t a 1  muket i n  reoent  yenrr,  the  ooapn iea  

. h v o  r a i a d  adeqrurta fun la  f o r  e x p n r i o n  eto., it i a  due to  t h e  

a t r a y t h e n i w  of the oripital  ourket t h r o e  the e r t ab l i rha rn t  of 

a var ie ty  of f inanaiir l  i n a t i t ~ t i o n s  not only f o r  g r a n t i m g l o a m  

but f o r  underwriting the  new i r r u e s  of -pi ta1 and f o r  m b i l i a i n g  

indir idwrl  a m v i ~ a  for invea tmnt  i n  i n u u r t r i a l  aecur i t iea .  Horeior, 

i f  i n d w t r y  h.la t o  p r o g e m  under i t a  o m  a t a m ,  it ehould be 

enabled t o  p l o w  back @eate r  p o p o r t i o n  of i ~ a  p r o f i t 8  and r ig -  

roue atepa or,o,+ld b takon t o  r e r i r c  the avp i th l  aarket.  A r d u o -  

Lion i n  the t o t a l  tarx burden on a o q m i e r  would inorease the 1 0 1 ~  

of oorporate escvin@ ind mike induetr ir i l  eecur i t i ea  a t t r n o t i l e .  

A s  a apaa i s l  i noen t i r e  t o  indi;iciual inraatora ,  w p i t o l  ~ i n a ,  if  

they a r e  invested i n  i ndue t r i a l  eeour i t i ea ,  m y  be m e m p t d  from 

tax. 


