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CESARE COSCIANI
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The Situalion eﬁﬂ-‘ the Armistice.
1. — Sinee before the war the Italian rax

system has been under considerable pressurg, to
supply the Treasury with the ever-increasin

_sums demanded by emergency needs.  Forc

as it was to immediatcly meet these needs, al-
ways of a highly urgent nature, the revenue

_authorities never had time to prepare organic

and sound taxation measures, the yield of
which is_necessarily spread over a period of
time after a series of preparatory operations.
They were continually compelled to sacrifice

the rationalization of tax measures and the

equitable distribution of the tax burden for
the sake of " hurrying up . Thus (a5 occurs
in almest a1l wartime and emergency finances)
the Italian tax system became gradually incrust-

ed ‘or piled up with new taxes or amendments -

to old taxes not always consistent with the pre-
existing systemn and which in the long run caus-
ed a number of trodbles not easily eliminated.

The sjtuation deteriorated fearfully after the
Armistice signed by Italy with fhe United Na-
tions. The country became subjécted to two
different authoritics: the illegal goternment in
the North and the legitimate government in'the
South, each of which took its own financial

measures, the provisions enacted by the legit-

ent being subsequently extended,

maftc

 often after considerable delay, to the provinces

under Allied jurisdiction. Thus two different
systems came into being, giving rise to conside-

rable legal and practical complications when the

peninsula was unified, as the legitimate govern-

gether with the course of militarf operations
and the phasc of cconomic-administrative col

] ci a real crisis in State authorit,
\iﬁil\m not but have repercussions on :IE;
tax administration,” thoroughly disorganizing
it. The necessary work of reorganization wa
faced with many obstacles: difficulties in re
placing damaged financial buildings, in re
building destroyed archives, because of lak
‘of suitable accomodations in" carrying out ne
cessary transfers of personnel, in supplying the
offices with the most clementary workin
cilities, and in appointing new capable official
to take the place of those dismissed for poli
tical reasons.

This grave functional decline occurred just
at the moment when complex and radicl
changes were taking place in the domestic
ket, a phase in ®hich efficiency was indispens
able in tax administration. The pest-Armistice
situation in this ficld is by now well” knows
The incomes of the individual taxpayers had
been profoundly disrupted; the activity of many
scctors, because of heavy damages by air raids
and war activity, had ceased either totally or i
such an extent as to seriously affect their b
siness cfficiency; the disruption of land and

ted it had resilted in a considerable
unbalang in prices and made it impossible to
level them through a nationwide distribution
of products; the lack of raw materials and elec-

. tric power was holding tip production in man

ntent held nul and void the legislation enacted .
T }y;ﬁc Morthern Government,
: At

the same Gme
umpﬂknﬁ.ng the fall I:EJI‘.I'I: Fascisi regime to-

the far-reaching changes

areas dnd industridl sectors: the sI‘m‘t:lget

food products resulted in exceptionally high
profits for many types of cultivation; finally,
all those who through favorable circumstances

managed to produce the commodities required

by consumers, even with rudis ntary equip
ment and at high cost, mr making

¢
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high profits. On top of this economic disruption
a considerable and persistent infationary pro-
eess had set in, progressively raising prices to a
level which today has reached 40 to 5o .thmes
the pre-war level. ''This inflation, operating in
mch a chaotic context, where price controls
slthough still existing de jure had practically
cested to function save in a few specific sectors,
ereated the most unthinksble and unprecedent.
wd unbalances and a true revolution in the real
and nominal incomes of the individual econo-
, mic operators. New income recipients and new
firms appeared, some merely speculative, ol-
thers” based on sound foundations; old income
recipients and firms were either washed away
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by the storm or saw their cconomic: situation :
permanently or temporarily compromised.
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factors encouraged heavy fraudulent evasions,
chiefly in indirect taxes and especially in the
turnover tax, which is one of the -pillars of the
Italian Fiscal systent,

2. — The consequences resulting from the
situation during the critical period outlined
above are obvigus: a) very considerable reduc-|,
tion in tax " pressure " on the population des-
pite thie very large increases in tax rates; 5) an
appreciable unbalance in the distribution of
the tax burden among the various categories.
of taxpayers, y fe

State revenues, in fact, increased as follows
(in millions of lire): 2
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The actual increase in tax revenue, express-
od in monctary terms, is, as can be seen, ex-

. The Revenue Administration in the early’  tremely slow during the critical 1944-45 finan-

period found it absolutely impossible w
with the complicated work required to iﬂ
tfy the new yers or to ascertain the

changed levels of the old ones, whose income

had almost always nominally increased (in pro-

ions w]l:t'ic'h. rally, varied from taxpayer,

o taxpayer), alth real value had c
heavily curtailed; revisions by the Administra-
tion, who could expéct no practical toopesation

from the taxpayer, were continually necessary.
The owering of ayer morality, a certain
kniency displayed by revenue officials laboring
under all kinds of difficulties and problems,
a considerable uncerfainty as to the controls on
ommodity distribution and prices — al] these

cial year. Subsequently, the increase becomes
faster: in 194546 revenue is 150 % higher .
than in 1944-45; and in 1046-47, 70 % higher
than in 1945-46. Estimates for 194748 arrive
at a 520 milliards revenue, but this Agurc is
ite likely to materialize at a considerably
higher level so that it will mark more than a
100 %, imcrease over 1946-47 revenue, This
means that only since 1945-46, and practically,
only since po46, has the Revenue Administra-
tion been able to remove some of the causes
for the failure of tax yiclds tcr{]mt to the
changed cconomic and_ financig) situation of
the country,

These considerations may be better under-
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stood by comparing total tax yield (state, mu-

" nicipal, and provincial) with national income.

Unfortunately the estimates of the Italian na-
tional income have always left much to be de-
sired die to lack of reliable census and statis-
tical data. Since 1943, the total lack of statis.
tical surveys has made the solution of this

roblem even more difficuht
: For the national incmn 1538 we can
accept the figure off116-milliard lire caleulated
by Prof. Vinci. . The national income for 1045
in real terms may” be' caleulated as 66.4 % (1)
of the 1938 income, blut ity monetary size, as a
result of devaluation of the lira, would be
2060 /. sof the 1938 level. This leads to an
estimate of the 1945 Italian national ‘income
of 1,586 milliard Yire. Assuming that in 1946

_the national income, in real terms, rose to 68 %

of its 1938 Jevel, and that the price level went
up by an average of 2544 9., the national in-
come for 1046 can he taken 'as 2,000 milliard
lire: For 1047, it can be estimated that the na-
tional income; in real terms; will equal 70 %%
of the 1938 level, and that the price level (bas-
ed on the trends of the first few months of the
current year) will be 4500% of 1938, Should
these assumptions prove true in 1947, the na-
tiondl income will total 3,654 milliard lire,
The results would be as shown in the fol-

lowing table (in milliard lire): Inveriment of Capitat 4345 7%

; l.nk.n.d;-i- 3 Hagional Tax Receipes lzdex of
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As unfeal as the above figuges may be in
vicw of the rough approximation_method fol-
lowed, what in any case they render evident is

the unmistakshle breakdown in taxation pres- -

sure, a breakdown which in 1944 must have

- been cven more appreciable than in 1945, and
wich the present efforts of the Revenue Admi-

:!T_“h.;unuup it that acorpied by B, Bamsasy in his
estimate of the natienal income, Le digpomibdind alimentan
defla popolasione feliana dal igyo &f 1942 (Food Supplie of

the Tulian Populsilon from saqo 10 1941), In Bellemine Mes-
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nistration are remedying with already note.
worthy success.

I have pointed out eisewhere (2) that this
phenomenon ‘was accompanied by: j

— a widespread evasion, both legal and il.
legal, by income receivers of their direct tas
assessments 32 that the perentage of national
income actually assessed by the Revenue Ad-
ministration for the levying of property and

.income tax, cspesially in 145, went down
to a negligible level;

— a legal, i. e. merely formal, tax pressure
strongly disequilibrated between types of in
come, and brought up to such high levels a
to be obviously inconsistent with the average
tax pressures calculated above. - ;

In fact, summing the rates of the varioy
taxes levied on ilie same income we obtain the
I'o1!ﬂrwingfhlghlf significant table (3):

Soarce of 1 tyominal begal
Source of Tneomc,

a3 preiare
Earnings- (Jansasy 1547}
a) Salaries i v 4300
&) Wages 055
Profestans eyl
Mixed
&) Tndividual enterprised 45995,
#) Corparate bodies ik 6324 %
., Land  moah Ll
Buildings . BB

The distribution of tax burdens has wors
encd, not only as between the several catege
gorics of incomes but also as between tar
payers with the same amount of the ovenll
incomes within the same categorics.

e di Susisics, Fehrusry 1546, of the Ceniral Insiute of S

t Eame,

m}}]ﬂ. Cencranr, La presmone tributaria plodale in ki

[Tax Pressire in Ialy), in Rivigts Renceris, Devembo v
«(1) C. Costiwny, La presione iributesia legale delle im-

poute dirchs” nel 1947 {The Legyl Pressure of Direny Tamd

In 1og7), in: Compiumirers Ecowamica, March toqp.
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The higher flexibility of indirect taxes,
which can more closely follow the movement
of prices, has caused a copsiderable increase in.
the indirect tuxation of consumiption, While

in the years immediately preceding the war

647%, of the total taxes was yielded by taxes
on consumption and 34 % by taxes on income,
in 1945-46 taxation on consumption yielded 72
to 73 %% of the total. If one bears in mind that
in the Italian” Revenue system consumpfion
taxes are regressive, it can be stated that there
was a worsening in the distribution of tax bur-
dens. The tax authorities, substantially, have
tken advantage of the upward movement of
Fmb}r adding the tax burden on to it, mak-
it less obvious to the taxpayer. :
This markedly regressive character of our
‘taxation is not corsected by the application of
persopal taxes, since our two progressive per-
soiial taxes, the gencral income tax on total
income (imposta” complémentare) and the in-
beritance and gift tax, have yiclded only 7 to

B of total yield, .a percentage” unchanged

tince before the war, _
From a social point of view the distribu-
tion of tax burdens has improved in only onc
way: the total amount of direct taxes levied
on unearped-ncomes has increased by a much
larger percentage than the total amount of
direct taxes levied on earned incomes. This
means that the wealthier persons, whose total
income consists mostly of capital dividends,
are piying a tax proportionally higher than
that paid by the lower brackets, who enjoy
only ‘an earned income. This consideration
becomes of foremost importance in the second
half of 1947 with the application of the ™ im-
porta stroordinaria sul patrimonio™ (capital *
kevy) which, as will be mentioned later on, has

tember; 1943, with the factors that caused it
and the effects that resulted,
The Revepgue “Administration, of course,

(did not impastively watehi this collapse; they

reacted as Touch as .their capacity and the ge-
neral situation permitted. At first slow and
undecided, they progressively intensified and |
clarified their activity, following several lincs
of policy to reach their goal: intrease of the
tax revenues, imprayement of the distribution
of the tax burden-afnong the varions categories
of taxpayers, and the * demobilization " of the
wartime fiscal restraints, :
The following pages outline the serick of |
measures gradually taken by the Italian Re-
venue Administration within the general fra-
mework of the financial rehabilitation policy
which is just now cntering its most exacting
stage. For greater clarity the measures taken
to increase the tax pressure will be growped
under three categories: .
w) adjustment and revision of existing

Sfamesr T . \

&) introduction of :nwrgcn;cjr taxes _I;:v-”
ing a social and political: background; =

¢} imposition of extraordinary taxes on
property. - =

!

k! P
Adjustment and hﬁﬂnvahﬂﬂﬁ Taxes.

o iy laborious and complex work has

‘been carried out in this field, a large number

of revitions being required by the Auidity of 2
situation made extremely unstable by the in-
flation process. An exhaustive analysis would -
take up much space and would touch techni-
cal details of little interest to a foreigner. The

a very high impact on capital incomes. While —following study, although of a summary na-

this improves the distribution of tax burdens
among the various categorics of taxpayers, we
annot help pointing out that, on the other
hand, such high taxation of capital incomes is
not the best way to encourage the country’s
productive Ir.livio,'\and the formation of sav-
! : 3 =,
3. — This, in_hfitcf. was cI!u: ituation of

the Tralian taxation 'system following 8

mr:,willbedcuiledmghmmnvq_:mf-
ficiently clear impression of the complexity.of
the Italian taxation system as further intensi- -
fied during the war, of the d ‘mal-
adjustments and disruptions caused by the
exceptional war-time and inflactionary condi-
tions, of the resistance and offensive held by
the Revenite Administration, and of the main
problems which are still open and unsolved.
The foreign student may find in this appa-




.

rently dull review, besides a coordinated refe-
rence to the main legislative sources for the
study of the Italian tax policy in the recent
period, an initial documentation of the efforts
magle by the Revenue Administration to break
through the deadlock of-JéaliEh finances, and
a reflection, which it would be quite interest-
ifig to study morefelosely, of the opposition
and resistence raised by the various and revo-
lutionized categorics. of interests,

The first method followed, of course, wes
that of adfurting the faxable amonnts and spe-
cific faxay to_the changed level of incomes and
priceés whenever possible so as to redice *the
most obvious caused of the decline in tax pres-

. sure. In general, the Administration decided

quite reluctantly to apply the summary miethod
of revaliation multipliers (see below), as this
was recoghized to bean extremely unfair tech-
nique, The Administration is to be praised for
this reluctance — perhaps it can be blamed in
that, once adopted, it did not push the system
through more aggressively and in a more coors
inated and systematic manner, without adopt-
ihg’ii‘iﬂf:cg?t multiplir.n for each tax when no
logicil reason warranted such provisions, How-
ever, the final solution of the problem of ad-
justing direct taxes must await the end of the
rocess of monctary devaluation,
In the field of indirect taxes, and specifi-

» cally of taxes on transfer of property, the tax-

able amouns, as a result of the nature of the
assessments and collection, rather closely fol-
low the moveménts of monetary. values, and

thercfore the action of the Revenue Admini-.

stration can be limited to the ion of ax
evasions. Here the progress made by the Ad-
ministration has been truly satisPictofy. “Spe-
cific taxes, however, especially theie on ma-
nufactures and consumption, have continuadly
required increases. It cannot be said that
so far these increascs have kept pace with

* the increases registered by prices; perhaps the

~ Revenue Administration could have remedied

this inconvenience by changing these taxes
from specific into ad ealorem, as it did for
municipal excise duties. It might be added
that the increases decided upon were not per-
fectly harmionized either in date of aPpIiﬂlinn
or between cach item. But these failings are

J,J;¥
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comprehensible if one bears in mind the strong
reaction put up by consumers and other classes

affected. :

A second method was attempted, that of
inerenating the pre-exictipp rater; but the re
sults were penerally pegative as the excessive
weight of the rates stiffencd taxpayer resis
.fcl'll:l:' :Tl{l E'U'.ﬂ-illlﬂ:ln..l ;

The ‘measures () taken by the Revenue
Administration have been effected particularly
in thefollowing scctors. :

5. — In the feld of dircct taxes, the rar on build.
ings and rehesd local surtaxes have not begn modified
because of the existence of a frecze in rentals,  whicks
has resulied in a ecisiderable curtailment of real .
come and ‘often alio of nominal income.

Land ¢ are aiscsecd in Iialy using the system
of cadasiee according o which the aversge continuing
incomie is astertained thiough a lang period of tine
and is revised only periodically,  As & contecpuence
of the revision madc beftee tie war (5% which kept
the revenue offices ocoupied for. severa]l years, haw
valustions: are bascd om asicssments expressed in pre
war values. | In view of the considesable znd e

gular !mﬂrﬁugiﬂmd by jricer of agricaltural
products and of the. face that the syssem fullowed fe

assessments made it lmpossible to carry out-n rapid
rc'ﬁiiun (which, pranted, was highly inadvizahble in
view of the present instability. of the currency and
abnormality of the agricultural market), the rates of
the tax were first iicreased and later the incomo
themselves were subjected to an automatic_ revalus
tion. ‘Thus, effective Int January, 1945,-land vie a2
rates (6) were. automatically revalued by applyi

a multiplier of theeg (7); cffective Ist Januaty,

‘six (8); and then of twelve (g) A determination of

multipliers varying in accordance with. changed agr

cultural income is especially difficult because “of the |
considerahle

difference among the increases of ince-
met, cach varying with type of cop, agriculmnl
tone, and type of tenwre.  As the cadistral sysies
it not one that will permit a disrimination betwees
caset, it was | w adopt the lowest multiplier
o avoid putting oo a burden on the margiand
cases. In this ficld, therefore, there are atill secton

" {1] ?M are the meanings: of - the [alisp  shdwevs
tiond uied when refecrimg o Laws o Decreest

R !i.;:lp] Diecree; R.ILL.: Rayal I.,q'l.l.hﬂw. Dhesprens
DL Lo Legisiatye Decres of the Li. Gemers] ol the l{h:lgdﬂl;
DL.P; Prodontial Legidmive Degree: {mnder the Republicss
regime), : iy ; »
i5) DL Moo 58 of 4 Apel 1g30.
() L. Moo 384 of 19 Ooober To44.
7} DLLL. Mo, 30 of 7 February 1o,
(%) DL, No. 36y of 31 Ocioher 1946,
{5 DLP. Moo 356 of 13 May 1547+

*
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which are p;l‘l.lng wa low o 'tax for their capacity 1o
yi but unfortunately the Revenue Administration
an fda nothin
and the ap:ri:ur:unl marke} to normalize, meanwhife
dmﬂr i“{ﬂlilﬂg the mu]l;pllg“ — this while wait-
ing for conditions in which radical revisiorm of the
sienments will become practicable.,

Ia the Feld of the Imcome Tar, their un
dented derangemient ealled imperatively for an’emer-
geney provision that would allow the Revenue Ad-
minltration to revise the smnding of the individual
urpayers.  Initially; an sulomatic revaluation of in-
omes by applying properly dimimin:ud\mdtip[itﬂ
wai ol considered for this, figld, but this was first
mjected 31 2 solution, since wellkndwn events had
"gebied profound changes in the position of the indi-
vidwal, tampayers and unequally affected whe wvaricus
goonomie. groups. - A longer and hander systerm was
wheied, but one which afforded greater puaraniees
of egaitability: the incomes of, the Catepory B (in-
comes from capital and eamings mixed, sach as the
profits of a basiness enterprise) and Category C* (in-
ceenes indipendently earned, such as the ‘earnings of
Fnl'mlunar:mru'_i were subjected by the tax office 1o
an extraordinary revision (10) which ook as 4 basis
the income of the same period (rg43) for each tax-
payer independent of the date at which his particular
swcssment would finglly’ be made; adjusment was
thels made for the circumstances arising in 1544 which
in amy way u_!'!;:;l:d the amount of the income and its
pominal vilue, To ecsure a quick collection of taxes
oa the revised assessed incomes, the Law as an ex-
ceptional measiire authorized that assessments in the
smount ealeulated by the Revenue offices be record-
ol on the official ‘taxpayer list. Th:_w:lrf carried
out by the Administration was a huge one as it was
pevessary o bevise ome by one the positions of sevefal

thousand tasxpayers. TE': Adminbstration
bad hoped to complete thee tions within a time
limie which experience excesively optimistics
initially fived at 3o June 1g45. it had to be soocess-
iely poned o 31 December_ngys (11), 30 Jume -
aﬁlﬁﬂ:}:.mdthehmt;plm 147 (13). The
lpmdin-;wldﬂ::mkuinﬂﬁmdntmcha
Vg period of tin fesulied in 3
failure of the revision scheme since a5 inflation pro-
pmddﬂnﬂw&hmnpiﬂ;hum:mﬂ
nistic, and the piling up of postponed tx years from
mﬂ;m:d:be year in which the asessment was made
i the raxpayers” reluctance 1o agree upon
imount asessod s taxable. On the other hand,
the exceuively - tax-ratcs made it impossible, for
sobricus reasons of equinbility, v make assessments
erespand to incomes actually being received. With
the aim of avniding “*I: dnwl:m:j‘.[ and hastening

£

() DL L, Me. 384 al 19 Ocober 1544,
() DL L. Mo, ago of 25 May to4s.

{13) D11 Mo, 3i al 5 Febrisary 1546,
{13 DL Moo gfia of &3 MNevember 1546,

: ¢ enacted pro
but wait for the financial situation

- determined on thizs basis muse be
* To this end the stamp taxes (registration and sam

time in practice fesulted in 2 partisl ——"

the return to nofmal in this feld, a Decree now being
veldesihat incomes will -be automatically
revited with a fixed muldplier—compared with the
individual revision sysem ' this ane presents fewer
inconvehiences—and the rates will be reduced (in such
a way, however, that higher charges to the maxpayer
will always reslt) i :

The ordinary property’ tax (14), aboliihed effective
t Januvary o4, presemted the problem of adjusin
the tanahle amounts; with aspects of epmplexity duE
above all to the low yield of some sources of income,
While some investments yield lirge dividends; others
ield nothing o next 1o nothing, and a single rane,|

determiried, has a v:g-“i;h impact on some -

souieed of income while for 1 it is quite support-
able. lnitially, an adjustment of the impact was
sought by raising the tax rate from o5 % w o5 %,
(with_ effect from 1 [anuary 1545), and this rite Was
applied to the average 14042 value of other sources of
income, Later. this policy was changed. For the three
years period 1047-45 taxable amounty were subjected (15)
to an automatic revaluation with & multiplier of ten (re-
dueed o five for buillding property). At the samie time
the rfte wad éut to o405, 10 that the actual burden

* increased five times (two and a half times for builds

ing property). Had a revaluation multiplier higher'
than ten been used; while peoportionally reducing the
rate, the taxable amounts would have fallen closer 10
current values and besides achieving a fairer distribus
tion of tax pressure would have laid the growndwark
for further measures (capim] levy), -
In the field of indiprerraxes the problem: presents
different aspects da-the predominant system s that of
specific taxes, e, taxes ba quantity, capacity,
or some qualitative factor, than on valus, Con-
sequently, 33 the value of The money decreasts taxes
ually increased.

duties, which have the charseter of taxzes on business
were repeatedly increased (16), a3 well as manufactare
taxes (which are wmbstantially comsumption taxes col-
lected at the mement when the goods are removed
from the producer’s warchouse) (17), eonmmpiion
taxes, and customs dutics on * colonials ™ (18],

(14) Enacied by RD.LS Mo, 1559 of 12 Sepermber 195.
Tﬁhmwnmhdnlul.ﬂm_q;ﬂm' -, haned mot
directly wpos incoene bent rather on capital valim, The e
valoes, w0 avold taing dither exconhly or Insdequatey, are
the average of the thiee years precoding the colboctlon. of dhe
tix, and once sweised remsin uschasged for three yeari.
f{15) DLL.P. Ma, 3hs of 31 Ociober 14, «

(1) DLL.L. Mo, B9 of 1 March gy, previding for an

. approximately o %, incremie, and D.LP. No. 243 ef 11 Apeil

T Tl
(r7) DULL, Moy gy of o6 Apeil iy DULL, Na, 337
of 36 -Apeil rggsi DULP. Moo 43 of § Augest 1046; DILP,
Ho. 236 el s Ociober pogf; DULP, Mo, 156 of a2i Marh
tog7E DILE, Na, 14 of 3y March 1gyy DULP Mo, 26 ol
11 Apeil rggr and DAL Mo, agf of § May 17

(1) DL.P. Mo, 208 of 14 October gggf, ") Cobonials ** in-
clidde such [ooduudls s tea, :m‘n. BUgAr, 'qﬂnsl, B,
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fi, = The return to normal of mx asscssments and
sthe adjustment of fined and specific taxes to the chang:
ed monetary values can continue, especlally during
a monetary | devaluation process, only with extreme
sowness and imperfection. The Revenue Admiinis-
tration, therefore, sought new sources of revenue alio
by increasing mx rates,

The fcreaee of fax .l:rf,'_miuﬂrr. yhelded re-
sults contrary to those desired, and the Administration

aften had to retrace s deps and stare out fresh on
the matter, The actions taken in this respect arc
marized as follows.)
As regands 'the “Jmponts di Ricchezza Mobile "
jroughly equivalént to the U5, income tax), effective

.1 January 1945, the tax rate was increased in the
L« followin

messure (19): incomes derived only from.
capital A) from 24 to 305 mizxed capital
and earned incomss (Category B) from 18 o 26 94:
independently carned incomes (Ca ') from 14
o 165, Mo chanpe were made in the 8%, abhd
4. mates on the incomes of employed workers (es-
pectively, @larics of clerical workérs ahd wages of
manual workers).  As regards Cagegory I the mate
increase is merely nominal as at the mme time the
spedial 10 % tax on income from individual business
enterprises was” abolished (20) and the tax on divi-
dends was decreased from 25 to 10 % (231}

Suich heavy rates, however, (which are further reis-
sed by surtaxes and other duties levied on the same
incomies) proved a serious obatacle o a more correct
atsesting of incomes.  And therefore a Decree now
being enacted provides for their radical decrease in
confiection with an automatic revaluation of incomes,
At is hoped that this decrease in ax rares will put the
offices. in a position to aness the mxable amounts at
a level closer @ the actial incomes,

The increass of progressive takes a4 is well known,
becomes autematic during the _process of monetary
devalisavion since the same taxable real valde steadily

increases in nominal- valud and consequently b b

jected 1o the payment of the higher rate. In the lial-
lian-system this cccurs in the progressive pracral in-
come far and the inbentsnce far. The changes in
the rate introdoced by. law, sometimes intended  to
further increase the iveneus and somictimes
formally bet inadequately decressing jr, are sctoall
ﬂdftrjﬂ'tiﬂmtifhchighg e :1.{
caused by the monctary devaluation. = Thus the ge-
neral income tax (farposts com endare) (13), =llow-
ance being made-for the additional tax established

{rg) DLL.P. No. 38 of 1p Ociober o4y
{20} Enacted by Are. 12, EDL. Mo seg of 13 Apeil 1943,
(a1} Fined by R.D.L. ‘No, 205 of 12 April 143, following

U4 whach Law MNa. 378 of 18 April 1g48 increaed the rate from

1o B0 30 %K.
() This e, eablibed by &) Mo, j0fa of 30 Dee,
1523, is levied ar a progremive rate oa the ovesal] income of the
Laxpayer. Unlike® the ** Riccherza Mobile ** (income tax), i
nx ja personzl Le, deduniios are permissible for dependsnts
and charges and liabilities affecting sperific sources of Income.!

%

' special wartime surtax.- At the end of 1o44 (20), the

in g4, was applied at rates increasing progressively
from 1 %, for net incomes of 3,000 lire to 2 maximim
ef an % for toml nei incomes exceeding 1 mllig
lire. A first increase provided for inereasing the rae
from a minimum of 2 %, for 12,000 lire incomes u
o a maximum of 55 % for htumu:-&:uﬂiq! fe
million lire (23). The rate for 1 millicn lire wiy
raided from 2o 1o 25 5. Subsequently (24), ‘the mi
nimum taxabls income was ralsed to 62,000 lire, take

o be roughly equivalent to the 3.000 lire of the i

tial rate. Slighitly reduced for the lower. bracken,
the rate “was left unchanged for the highest, and ras
pei from 3 minimuri of 2% for o000 life income
te 2 maximum._ of 555 for the incomes ;
b millian with 3 1255, rate applying o the 1 =2
lion incomes.

The rates. oa the inhaitince tix were modifiel
in 1045 (35} The cstate and-legacy and sucormion
dutics scaled in accordance wjth: thé - of ks
ship, were pencially raised with the exception of 4
dight detrease (quite unproportioned (o the d::.sﬁ
value of ghoney) “for the smalker estates, The man
mum Tates for thesfive classes of taxpayars contem
plated by the tas scalt” were rempectively raised from
1o to 3550, 18 10 30 94, 31 to 50 5, 59 1o 6o %[, snl
so o B0 % (a6)° . ] v

At the same time a series of facilities and exem
tiond granted 1o families with mdre than one ch
were either cancelled or reduced, thus contributing
to the increase of the fax preimire, :

Such high ‘rates nt serious difficultics, s
fact, we notice that the yield of the peneral incoge
tax shows a considerable decrease in the higher br
ets a8 compared with thoss in the lower ones. A
revision of the whole scale of rates is therefore ratha
urgently called for, and there is reason for beliel that
the problem will be solved effective next year.

The rate of the gemersl turrover fgx (impods gt
aerale sull'entrata), originally (27) 20 2%, gwas
sequently increased (28) w0 330 by adding-a %

general rate, was raised to 470, at the s@me s
dropping the surtax.  The special rates (30) foe certan

pets of a luury mature were raised from 6 &
B%.. In December 1g4b (31) the ndsinal rate wn
brought back 1o 33, in-order to keep evasions unde

fax) DL Mo, 385 of 15 Ocober 1544

(24) DLP. Mo, 87 of 33 June 1946,

(25) DL Mo. 9o of B March 1945,

4 lﬂm!mmrprhwﬂ:uemn!iﬁmimwuh
mised by Enclnare ' A "', DL Mo g3 of April 140

{27) Estabitshed by D.L. Mo, z of ¢ Janmary rogo, thi e
it bovied o all mopctary pains in cohnecion with the tamin
of property o the rendoring of servion, except’ the mevemes
of capital and salarics amd wages. :

{af) RilE L. Mo. 452 of 3 June 19q1

< (s DLL. Nmy!uﬁipﬁd)u b

(3} Enablished by Law Mo, 1608 of 1 N, gy, thee

taxes are levied oo champagne wines, liquon, camera, lenes
and film, ewsences, and cosmetic product, ¥
(31} ELL.P, Woo 46y of 23 December 1oah.

i
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sricter_control by :uh';n:::tug the taxable incomes to
a more accdrate assessment.  The result achieved Hy

the Administration (which gradually intcnsified lts

sepiession of evaslons) since that time were truly sa-
tidactory, and the }'ltlttlﬂ:l grown to sich an exfent
s to make one believe that it is now ilmost normal.

Following out the .palicy of levying higher taxes
e luzurytype consumption, the rates of forer on
public entertainment, which are”scaledd in propprtion
with the price of the admimion ficker, were incredsed
by 50 % (13). Subsequently however (33) the Admi-
mistrition yielded to the pressure of the categorics
eocerped and inmany dases rates were re-lowered.

The 109, Bx on the price of some tedtile pro-
ducts, which wai cuablithed) in 1943 (34) in I
of kxal governments, was subsequently extended to
cover all vextile products st the e of 6%, o be
piid upon trandder of the poods from the manufac-
twer 00 the dealer {35). Such a wx, however, levied
ot production rather than consumption, represcated
n'shp'a novelty in the Iralian _'luqlr:: syHEm as o
eriginate @ number of woubles at the moment of its
practical applicavion..  This max, therefore, was later

vory wisely repliced with a State manwjecturing sar -

on testile yarng (36),

‘T aid the fnances of Jocal pOvErnmenls; whose '

bedgets are in wvery " difficult straits {the: State con-
tributions to meet only a part of theie deficit in 146
rose i a good 38 milliafd lire), organic measures were
achled upon.in 1948 (7). - The most fmportne seruct
tural reform introduced on’ this oceasion was the srans-
formation of “Fornminition trzés from specific into nd
ralorem taxes, making it possble for their yield 1o
adjust 1o the. varlations in prices witheut requirin

new legislative enactements.  This provision, mcﬁ
increases all local taxes, was coordinated with ethers,
such is the cstablishment of a 50% surtax o motor

wehicle taxes (38), the raising of the maximum rate
of the family mx from 8 1o 1237 (39), and, hastly, o

new' general increase in all local maxes,

I.—Mlhnughllapu:mduudtrlh:nmdlﬁnd' t
iiens, the Government took ity
b eliminate the tax superstruclures, which had re-
cently been geiting to be of considerable ansoyance

o both tawpayers and Hevenue Administration, -

10 wx Ca ﬁ
the tax mm#}

(33) BLL. No. 76 of & Murch 15q5.

03) DLL. Ma, 538 of 30 May 1046, 2

() RDUL, Na. lig.ni 11 January rggi. . The amount
it i bsed on be price of sale of thess extilo from proc

. Ia 1544 (40) the
By Dol .w

daeni b0 wholewler,
g ligh DLL. Ra, of 7 Sepeember 1945, o
O D.LCP. N, 1863 funssey isis. ”~

{5¥) DLL.L. Ma, 100 of 1B Pebrearyhangh,

(F) DLL.L, Mo, fa of § March jogy.

() DLL No. g of 37 June ioap, N,

{40) DLL.L. Na, 38y of 15 Denber tog.

{41) Ensblished by B.D.L. No. aos of a2 April po4y, it
Purpose was 1o tax the [noonses of individial business enterpeines,

(1]

wiis dbolished by ideorporating it Into the income tax;
subscquently The tax on dividends (imparts cedo-
fare) (42) after=ihe establishment o the compulsory
registration of stocka, bost all logheal justifieation (43,
Provision was made, as will be seen below, for the
abolition of: a) the tax on war profits, &) the ordinary.
property tax, now replaced by the extraordinary pro-
partional § %4 tax untll 31 Decemberargyl {44), ) the
tax on bhachelors, nowr. incbrporatee into the peneral
income tax of which in_substance it represents a sur-
tax (45} which-affechs Bim whenever the bachelor has
an adequate income (at the old rates of 1 to 10 %), &)
the progresive register tax on real estate “transfery
3 1 3050) now repliced by the narmal regitier

ux (46).

The tanation of the incomes of. employed work-
ers (Category O of the income tax) was comsiderably
simpliied (47) by sbolishing the cxtraardinary 27,
doc on exempted salaries (g8). . In fact, because of the.

iling up of diverse provisions, the taxation of ealaries,

fore Eaw of 19 October 1544, was a highly
complicated  procedure, a3 one portion - of the same
incomme could be taxed 2%, an partion 4%, and
anather exempted, involving difficult calelatlons and
inveitipations. Under the provisons of the Law of
1944, ol earned Incomes’ exceeding . 20,000 lire, were
taxed 490 and those below 20,000 Hre were exempretl,

Crther laws and taxes could perhaps have been
eliminated or simplified {f not for such factors a1
Treasury requirements thar did pot allow the alight-
cut sacrifice of revenue, necessary economic md findn.
cial premises not yet matured, and cerain conflicts -
with the sentiments of the” population, ;

The intraduclion of lgind political laxes,

B. — The public sentiments and the need
for a morg cquitable syitem of taxation could
not but be considered by the Government in
working out its taxation policy. It was, there-
fore, compelled to somectimes n!:c measures
more of a political than of a stricdly fiscal
nature. x

One of public opinion’s most insistant de-
paralicling the function of the tax on dividends from corparate
incomes,  The amoul of the tx was based on the income an-
semned for the income tix with & varlshle deduction for incomes
in the ower brackeu, d :

{42) Emablndied by R.D.L. Mo, 1627 of 7 Sept. 1035, this

- tan was bused on ihe amoust s dividends e isterest reecived

by iceuiritien. holder.
{41} INL.L. Mo, qo3 of 14 May ro46,
Taa) DLLLP, Moo 147 of a8 March 1947,
i {45} DLL.L. Noo 3y @ Ocaober 1544,
{4%) D.L.L. Ma. 148 of i 1548,
(47) R.LCL. Mo, 38y of 19 October 14y, |
{4%) Esahlished by Law No. B ol 25 June 1y,
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mands was for some provisionwoen the enrich-
ment of fascist leaders (profitd di regimc).
This matter had already been dealt with, im-

* mediately after the fall of fascism, by the first

Badoglio Government (40), and was reconsid-
ered in 1044 (s0). This provision relegated to
the State all property acquired after 28 Oc-
tober 1922, except when it could be proved
that such property had been lawfully acquired,
by all those who had h:lf:r?hml been in any
way active in fascist political activity as well
a3 their ascendantd, deséendants, spouses, or
whomever was. in business association with
them or had interests in common. This mea-
nmg. because of its political character, met cnos-
mous difficulties in putting it into effect, and
had to be repeatedly revised to make the pro-
cedure more strict and uncompromising * and
its limits wider (5%), partly because of the fear
of the Government that in view of the scanty
yield it might be charged with insufficieht zeal.
It was mainly the difficulpy encountered 1n
ascertaining each particular case’ that made the
Government decide to include this law within
the scope of the general taxation system, ‘there-
by changing it from a penal sanction to a fis-
cal charge (52). The scttlement reached be-
tween citizen and Revenue Administration: as
t the-ampunt that could be confiscated was an
allimportant step in this direction and gave
rise to vivid hopes of a speedy execution of- this
measyre, Unfortunately, events did not cor-
respond to these optimistic wishes. Instead,
the yield (which had been expected to be as
high as 100 milliard lire) will materialize into
a very modest figyre. < .
During the summer of 1940 an extraordi-
nary excess profifs fax had been introduced (53).
With the end of the war there remained little
reason for_this tax; the reference period for
" normal 7" profits, after the turmoil just un-
dergone, lost all significance: "o, /the” other

(g3} Pasticularly R.D.L. No, 720 ef g Augint ipgu oon-
cerning the reversion-to the State of property the origin of
w Prine ﬂwﬁi@ wat Dot juﬂ'i.ﬁd." 2

(s} DLL. Ma“isg of 37 hily f544

(5] Se¢ eaperially DULL. Mo, iy of 30 Moy 145, DLL.
Mo, 134 of 36 March 1946 and D.L.P. No. 392 of 19 November

{52} DILL. Ma, 134 of 26 March rgf.
{53} Law Mo, Biy of r July amyo.
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hand it became necésary to discontinue the
tax in order not to interfere with the nop
mal functioning ef the income tax and not
to create hindrances o economic rehabili
tation. As of 13t January 1946 the Goven.
ment did discontinue it and at the same time
issued instructions to the effect that all prof
obtained between 1940 and 1945 over and above
normal limits, if. not already subject to the
E. B, 'T., should be confiscated (s4).
‘the abnormal economic situation during
—recent years, however, has given birth to a rah
of sudden enrichments ‘of a speculitive origia
particularly disliked by the people. After a
first partial attempt (55) which did not satisfy
public opinion; the provisions for the confis
cation of war profits (56) were extended
allow the Stat= to confiscate all profits resuls.
ing from activity of any kind howevér connecj.
ed with either the shortages caused by war,
improvised speculation, or even unjustified
levels ‘of fliving and property. Ministerial in-
structions _clarified - these vague directives o
mean that all profits originating from illegal
activities or at least those contrary to morl
cthics were taxable. The entire matier wa
later reclaborated’ (57) (the name, in this oc
casion, being changed to " emerfency profis”
- Profists di contingenza) by cxtending its tar
gets to include previously neglected cases (such
as: State poods allocated to private busines
for war production, which, taking advantage df
economic disorganization, resold the goods at

uncontrolled prices on' the free market; un |

earned profits arising from the difference be
tween the blocked purchase price and ghe

. selling price of ndustrial products soldat e

time price controls are lifted). The cffective
date of some of the measures was 1st-January
1939, of others 13t January 1g45. 3

This tax on emergency profits and speculs-
tion has many arbitrary characteristics, as muth
becausesof itz principle of retroactivity, per
haps o light-heartedly adopted, as for its pro-
cedure of assessment and guarantees for the col-
lection of the tax levies, which is a system ab

(54} B-DL. M ogn6 of 33 Moy syl
(53) D.L.L. Ma, 19g of 10 Aspust nogy, Art. B
(56) Art. 18 of the R.DUL. Mo, 436 of 33 My 1946,
(57) DLLP. Now 330 of 38 Apnl ey,

q ;
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* golutely new to ltalian law and often injurious

to the rights of the third party who acquired
in good faith wsing legal means, as also for
the wide discretion it leaves to the tax officer
on whose subjective criteria the application of
the law aften depends. 8
" Certainly the confiscation of political . and
of emergency profits are both exceptional mea-
wures in the strictest sense of the word, includ-
ing as they do legal principles foreign to tradi-
tional ltalian tax principles and above ,all be-
cause the- determining elements in distributing
the tax burden is not the size of income
or property but the political status of the sub-
ject and the, let us call it, moral qualities of
the income. This inprovation found the f-
nancial bureaucracy unéquipped and yet com-
pelled to ascertain circumstances outside the
bounds' of its-normal activity. Hence were
ereated a consitlerable number of difficulties
and obstacles which interfered not a little not
only with the collection of exceptional but with
that of normal taxes as well.

The critics could go on. However, against
the suggestions above and others of similar
force was the fundamental undebatable need
for financial justice against the newly rich who,

« without creating profits that would help the

Nation's economic recovery, swarfed around

@ many” compromising or ruined economic

situations. : :

It is highly probable that such exceptional
megsures would ‘not have appeared.had, as in
othier countries, the praperty increases that oc-
curred. during recent years been heavily hit, as
was proposed by the original project of the
Capiral Levy to be discussed below. A sub-
stantial impost in that sector, even without
completely eliminating all arbitrary aspects,
wotld at least have meant a real system with
every guarantee of objectivity. v was, 1 main-

tain, a mistake to have réjected such solutioh,

a mistake that was everybody’s fault: the par-
ties of the left who in wanting to make the tax
a political instrument by making it retroactive
0 1935 cawsed just alarm among real savers
th:hb had lawfully and laboriously accumulated

ir savin such a long period of time;
the purtiu?:-fugcr right, wi "-Em the ather/ex-
treme, blinded by an exaggerated conservatism,

b . 7 ___..)I——-\

-
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feared the tax beyond reason and showed that
they prefeered the worst but the (at latest ap-
parently) temporary solution 1o the best and
most conclusive onej the country's public opi-
nion, whish allows!itself 10 be appeased by a
tax haying-only formal efficlency but in pric-
tice being inoperative and arbitrary. On the
whale, a-bitter conflict of tendencies forced the
selection of just that method which was most
expensive and most incongruous in arder to
satisfy a state of mind of the collectivity which
was certainly byded on serious and legitimate

grounds (s8).

The Capilal Levy.

9. — The taxation measure which const-
tutes a substantial burden for its taxpayers and
a decisive step in the financial efforts of the
Country is the extraordinary tax on property.

This tax was long and widely discussed in
Italy, and since 1945 divese plans for it were
drawn up and abandoned by the Ministry of
Fitiance, The tax as originally conceived was
to be? a) joined with a change of currency,
operation which would have allowed the asé::
tainment of individual money holdings and
bank deposits; &) combined with a tax on in-
crease in real net property that occurred aur-
ing recent years, = ;

Altogether it.Was a complex plan touching
on contending political and technical problems.
In effect, to the dif ¢s already mentioned
in the taxation of prdferty increases were added.
opposition and resistance to the so-called " cur-
rency change . The outcome, after laborious
discussion, was the abandonment of the original
scheme which was at least theoretically a more
rational one, and the ion of a simpler if
less integrated bill: D.L.P. No. 143 of 29 March
1947.
A detailed study of the new tax would be of
interest; but as it is at present under study by
the Constituent Assembly, where, it is now evi-
dent; it will undergo modifications, it scems best
to postpone all decper analysis, pointing out

(58} No mentian | made here of tanes connecoed with
the socalled ** National Solidarity Pund *, sl of a pari-
culir. nature. bt of slight subitastial lmporsance,  See DLL.
Mo, 72 of B March 1545, '

i
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: &
here only the main features in its present form

and the main problems which might be met

in its application.
“The plan is divided into two parts: @) &

. proportional tax; &) a progressive tax.

a) The propartional tax is to be paid by

_ all wha in the calendar year 1947 were subject

above. The amount due is {75 of the taxable
amount ascertained for said ordinary tax and
is payable in equal bifmorithly instalments from
July 1947 to December (1048, 1f he so desires
the taxpayer may pay [the entire sum before
August 1947, taking advantige of a 105} dis
count, At the same time, as ‘of 13t January

to the ordinary tix on ?ﬁy mentioned

‘1948 the? ordinary property tax is disconti-

nued. The importance of this tax may be ap-
preciated bearing in inind that its yield is ex-
pected to be 8o-100 milliard lire.

&) In addition to the proportional tak, all
taxpayers who as of 28 March 1947 owned pro-.
perty of at least 3 million lire are subject 1o a
progressive tax based on net property. The
individual assets and liabilities arc to be valued
on the basis of their average values in 1946,

Seocks and bonds are valued on the basis of

the half year October 1946-March 1947. How-
ever, ihe lack of a normal market for real es-
tate make appraisals of current average value
by the taxpayer or Revenue Administration ex-
tremely, difficult; to overcome this difficulty
an official commiittee of the Ministry of Fi-
nance is charged with finding appropriate co-

- efficients for each type of land and construc-

tion in each locality to be automatically appli-
ed to'the various incomes in order to arrive at
the capital value of all propertics subject to the

tax. The property taxed is that possessed by .

the taxpayer net of all liabilities and charges.
A scrics of prosumptions are decreed to allow
the Revenue Administration to iftvestigatg on
those spurces of income which by their nature
cannot be directly inspected, such as vath and
bank depasits owned by the taxpayer. Ample
powers of audit and inspection arc given o

" the organs of the financial administration -in

order to reduce possibility of evasion to a mi-

- himum and to assure to the bill all-bases for

the highest success. This tax must be paid be-
twoen Ist January 1948 and 31 December 1951

with deadline postponed to 31 December 1953
for taxpayers who own chicfly real estate, Ra.
tes range from a minimum of 6% for estates
of 3 million lire o a maximum of 41 % for
estaizs of over 1 milliard. :

The tax is indubitably very heavy if one
considers the present low yield of property, the
high rates, and the too bricf period allowed
the taxpayer for payment. The estates even
slightly above the lower limit, in order to pay
the tax, will have 16 turn over not only all
their incomes during the coming years biut abo
a part of their capital. From this point of view,
and this is especially true for the proportional
gax, the tax is subject o criticism for the addi
tional sacrifices it may impese on just those
middle classes who have siffered most from
the present emergency. Recpurse m'ih-_-'mal:r-.
ket, on the other hand, is difficult and dis-
advantageous as gven the test cstalss can-
not difp:r! of sufficient %ir;ﬁd availabilitics
and will therefore have to resort to the sale
of personal and -real estate propertics.

I'?This is, a delicate Pﬂin‘g‘wﬂﬂhm]d be
borne in mind. Other objections, however,
appear to have less substance. -

“Thus it is said that the tax is being intro-

duced at an inopportune moment, at tle start:

ing, up of economic recovery, a movement. it
would be well not to handicap with exceptio:
nal imposts. Now it is true that hitting invest-
ment capital at just the most delicate moment
in:the economic recovery would jeopardize the
tendency toward improvement, but it is alo
true that after 3o much discussion some suc

‘tax had come to’be expected and feared a
inevitable, and taxpayers while waiting were

taking steps to conceal their savings, In' this

way an artificial current had been created in
the market which in the long run would have
interfered with economic rehabilitation more
than the tax itself. -

On the other hand the workers, who for
years were carrying the brunt of the inflation,
demanded for clearly understandable reasons
that of the burden be assumed by the
wealthier classes through a tax of this nature.

In addil:fma_]. o duomﬁnmni: reco-
very, also reasons jon justice made it

impossible to dodge a solution.

" lutions chosen haye always

ltafiam Tanx Fu‘llrz_,

It has also been pointed out that an extra-
ordinary tax of this kind if applied during an
inflationary process is inopportune in another
sense, in-the possibility that ies yield will linde
by little be annulled, The objection is undoubt.
edly important.  But the present Italian Gov-
eenment has put at.the basis of its policy the
most energetic defense of the value of the lira,
and this it intends o accomplish. chiefly by
reducing the financial deficit of the Stage, res-
training its expenditures and increasin I8 re-
ceipts, The extraordinary tax on property is
precisely designed to bé a substantial contribu-
tion to - the sutcess of this policy. 1F.onc cons-
iders that besides the Bo-100 milliard lire ex-
pected from the proportional tax, the progres-
sive tax (spread over a six-year period) may
yield 4oo-500 milliards of lire, it is easy 1o see
that this hope ix not utterly unjustified.

"It should be noted that aling with the tax
a policy of credit restriction is 1o be carried out.
This is to prevent the tax from being an infla-
tiosary stimulus, TF the taxpayer cannot have
tecourse to bank -credit there is nothing Teft
for him but to 5c]|11 his capital and consumption

% to secure the means necessary to pay the

.f:;dmd with this there will be ﬂmhﬁuﬂ
the lowering of prices, s .

The -eapital levy leaves open for the tim
being the problem of taxing the increased
monetary value of corporation assets. It is nat
beyond  possibility that this problem will be
settled by the Constituent Assembly when the
tax law: is being written in its final form.. At
present the most suitable way is being sought”
to directly tax corporations and collective groups
by considering them as separate persons side
by side ‘with physical persons. :

L ' |
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10 — The above, in digest form, is the pic-

ture of Italian tax legislation during these re-
cent years. To attempt an overall evaluation
at the present fluid but maturing stage would
perhaps be premature, ;
Certainlyit-cannot be affirmed that the so-
prompt afid
ﬁhmth:-p'bkmu‘to e met. As we

a
seen,

issued were ofteg unco-

{1y

ordinited and ineomiplete ( as in the adjust.
ment of taxable amotints and in specific taxes),
or brought results contrary to those expected
{as for sonve increases’ in rates), or were unin-
tegratedwith the general tax system (s certain
extraordinary tades). This happened for se-
veral reasons: partly. becawse of a certain in-
expericnee on the part of the new governing
clads that rose out of the ruins of fascism,
partly in response” to the needs and pres-
sures. of the myises of the people perhaps
wing oversimplified -means not always cori-
forming to the philssophy of the Nation's tax
system even though inspired by motives nf
justice, partly for the necessity to compromise
with the tenacious resistance of the conserva-
tive positions, partly and above all because of
the extremely precarious situation in which the
Revenue Adminibtration was placed by the ge-
neral disorganization and inflation which ren-
dered all revenue matters® immediately obso-
lete, The whole situation represents a grand
complexiaf efforts which deserve to be appre-
ciated precisely in view of the seriousniess of
the situation and of the difficulties in finding
the point of equilibrium between the various
interests fighting to better themselves in the
division of the heavy burdens left over by ‘the
war, s
I would not fay, however, that the Ttalian
taxation system, takenega-a whole, has become
substantially h::ﬁcrtn 1943. The only real

increases are those on the progressive personal

tax on total income and the inheritance tax
(where the intent of the legislators was assisted
by the increasing inflation process) and the in-
troduction of the extraordinary proportional
and progressive tax on Therefore,

tax increases there were — for the higher in-

comes and property incomes. To these should
be added the other.exceptional measures, con-
fiscation of political, emergency, and war pro-
fits, which, however, by their nature can hit
only classes with limited numbers and are not,

therefore, of great importagee din equalizing

tax burdens under a more general plan. But
I do not hold that the Administration should
be criticized for insufficiently intensifying the
pre-existing taxes, as under the present abnor-
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mal situation any increase in tax rates shows
opposite cffects.

_ Substantial results depend chiefly upon the
rigorousness of the assessments and on the
climination of tax evasions, and, in this, success
is conditioned to 4 large ex y the return to
normality and only in part on the work of the
administration and%n it functional adminis-
tration. Progress under this second aspect, has
been cffective and cpmforting.  The efficiency
of the admihistrative |apparatus has regularly
increased after the 1944 crisis and has gradually
allowedsa more organized activity. - It has,
therefore, been pgnﬂml: on more than one oc-

in the new Constitution now being drafted,
which  will :ipparl:nttf Fmi'idt for a L‘]rgl_:
amount of administrative  decentralization,
Nothing can be said on the orientation of the
expected refosm except that in all Frpbahi]i:y it

will emphasize taxes of a progressive character ||

and on individuals,

. Anyhow, in spite of the difficulties dis
cussed above, it cannot be denied that the [ral-
ian Government hzs made important progress
in the, field of taxation, especially during the
financial year just completed.” The following
table scems to me to be convincing evidence
of this: Sk

4
3 STATE-TAX YIELDS IN.THE FISCAL YEAR wp{ta7 ;
,fin millions of lire} =
et Iedlieect  Convamption her "M Hes - Toead
¢ * r:u-t [T i “.I[:D'C" _"':'t!tn B mirt
104 July 43l A0 2 LI¥g ©; 4083 16430
August 4236 7077 g LOTE - 1,003
September - 3,386 8,00 24 2,006 "4 ifiyy
October 2,753 1,371 3ty 2,178 4 32418
= November - 3.431 13334 afz 2,173 5361 25175
December 3,482 11,885 iy 3,108 5,668 24,409 -
1947 January 4860 11,50 132 3,728 /gl 5,547
Febriary 6,156 11,603 L] 253 .58l 2,133 s
March 5337 12,300 3 353 - S5 68 - . -]
April 6,303 13,842 365 5,082 6,742 3336

casion: to trim our legislation of many recent
incrustations, above all incorporating the le-
gislation of these years into the body and phi-
losophy traditional to the Itilan system.

" Recent tax policy, however, has not so far
removed the difficulties caused by excessive
legislation. In fact, the legislative measures
elaborated by the ministerial offices with no

~ control by public opinion or Parliament must

under the pressure of unfo and upfore-
seeable economic developments often be recx-
aminated and more often modified a short
time after being issued. This has contribited
not a little confusion to the'tax system, and le-

-gislation has been complicated not only for the

taxpayers but for the Administration itself, -
This situation, together with new demands

for the redistribution of the tax burden, have

now made urgent and inevitable a radical re-
organization ef the taxation rystem, This will

~be difficult also because it is necessary to cons-

ider the position of the local bodies as changed
il i
P

The 100 %, increase in tax receipts in ten

months and their continuing upward trend s |

a comforting feature not belied even by the rise
in prices. In fact, the index of wholesale pri

_went from 265 in July 1o46 to 4536 i

April 1947, indicating an increase of 65 7.
Thus, moré important than a nomifial increase,

there is a real increase, an increase destined o

grow considerably during the secofid half of
the present year, which will also include col-
lectionsyon the extraordinary tax on property.
All this allows a prediction that within the pre
sent calendar year taxeceipts will top 45 mil-
liards a month, ing cffective receipts 1o
about 5o milliar month.

At the same time, the present Government
firmly intends to keep actual expenses at the
lowest pessible level, meeting greater expenses
cansed by unavoidable circumstances either by
reducing other items of expense ar by further
increasing the tax pressure. The actual bud-

 getary deficit for 194748, at present estimated

*

1

il
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at litlle aver 300 milliard lire, is likely to be-
come finally stabilized in the vicinity of 300,
ter qo0 milliard lire — a figure which, due al-
lowance being made, for the changed level of
I"-iq;\cs, presents very appreciable progress when
compared with the 6ro milliard effective cal-
culated deficit for 1g46-47. © - :

It is true ‘that, the tax policy is but dne par-
ticular aspect of a country's financial and mo-
netary palicy, cause and at the same time out-
come of a siniation of more general character
and importance. It hag been often enough

rq:aml that no tax policy, iron-handed as it -

may be, will ever achieve ﬂliirac:nr:f results
at Jong as the inflation process is in progress.
Conversely, however, it is also true that as long
gtathe tax collection is ingufficient to substan.
tislly reduce the deficit in the State’s budget,
if not to eliminate it altogether, it is highly un-
likely that the inflation process can be stopped.
This is the viclous circle that at a certain mo-
ment must be broken if the dynamics of de-
valuation are not to_go out of bounds.

Many symptoms lead one to hope that the
vicious circle is at last on the verge of being
brokem “Already at the end of the last finan-
dal year the deficit was stabilized at a figure
lower than that for the last months of 1946,
epecially in terms of real value (59).
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For its part, the polity of credit restrietion,
firmly pursugd since June 1947, ouglht to streng.
then the results of two years' work devoted to
the reorganization of the tax machinery and
ought to ensure a paid-in increase in revenues
much more substantial than that which began
showing in' the last-months of the 1945 47 f-
nancial year. THat policy, in fact, pursucd
with coherenice and-flexibility, will necessarily
affect the behaviour of prices.  For the time be-
ing, the result of the ney policy is cleatly ovi-
denced by the free markets of foreigh curren-
cics,. pold, and stocks, all of which were show-
ing a pronounced downward trend. In the
field of prices of finished products the efeces
of the policy are felt only in some specific sec-
tors, but if we persist it should either stop or
even reverse the tendency of some of the price
indices, :

“These are, many of the positive factors clo-

sely coordinated with generil financial action
which, in conjunction with the considerable
cconomic recovery which is now clearly mking

shape, should favorably effect the vicll of taxes

and the Statc’s financial sitvation — so that
we may expect in the near future a deficic
shrunk to such dim#fisions that it may be met
by recoursé to the moncy ‘and capital mar-
kets (60) without infilionary consequences.
Although- the TtaMin fnancial situation is

still serious and demands the greatest caution

in making forecasts, the possibility of a rever-
sal of the gronomic movements and of stopping
the process of monetary devaluation is now
taking more concrete form. Within this frame-

work the extraordinary tax on property makes

. its probably welltimed appearance as an anti-

i

"~ inflationary instrument; and it should be and

actually is considered under this guise in the
drafting of its implementation and its coordi-
nation with the other delicate aspects of the
over-all financial policy. :

tion of the State Budgen), publivhed in ** Supplementi spraor-
dinari della Gaseerta Ulfficiale ™' 1946-47,

{F% Index numbors of wholesabe prices caleulased by the
Central - Instivste of Simbatles, In Bolleitine dei presed, 1947,
n. 3and 3.

i) The problems concerning the ald sought by the hal-
fan Treavary oa the monetary market are analyzed in a wudy
by M. Mascisy which follows the present areicle,
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