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Precedenls and Preliminary Discussion.

1. — The article on " lalian Tax Policy ™
contributed by Professor Cosciani to a previous
issue of this Review (1), showed the importance
of the extraordinary taxes on property which
were to be put into force by the decree of 29

March, 1947. Now that the law of 1st Sept-

confirmed the carlicr decree,
and additions made by 1

ember, 1947

, with modificatio
Constituent Assem
to study its provisions more closely,

Such a lnﬂr has long been wiitimﬁ\‘(taly.
This is casy to unierstand, given the prece-
dent of a capital levy in 1922. At the end of
the war of 1914-1918, in political, economic
and social conditions analogous to those which
obtain to-day, there was considerable discus-
sion of the possibility «of applying such a
lvy (2). And it was, in fact, decided by the
kw of 24 November, 1919, modified by the
deeree of 5 February, 1922, to impose it at a
nate rising from 4.5 % up to 50 54 on property
“of more than 50,000 lire existing in Ttaly on
st Januvary, 1920, in the name of individual

g3 pearn of age had i thie war; they hud been defending
the wealth of those 45 The lovy was, therefore, Entended
1 iprebd the

preat wealth, and whe, owing to
wen, had sulferesd meither ecomcmie bos e ‘the dangers
of millary service : el

=

, it is a suitable momefit

i

persons or—in exceptional cases—in the name ;

of institutions (such as Savings Banks); but it
vas not applicable to business and commercial
organisations, public corporations and institu-
tions sct up for cducational, <charitable and_re-

ligious purposes. The " revenue yielded by this -

tax amounted to 10.6 milliard lire at that time.

2. — The use of a special tax on property
and capital was also suggested during the re-
cent war, to check an undue recourse to public
Inans.and the excessive issue of paper money,
as well as for the purpose of increasing the gen-
cral weight of taxation, which had fallen from
256 %, in 1938 to 6.9 % in 1945, according

to the figures given by Prof. Cosciani, Sucha

tax would also have mimed at reducing the
pressure of consumers' demand, which was
one cause of the rise in prices: in this way the
tax would have been a detetrent against infla-
tion. It was also

would rectify some of the evil results of infla-

- tion, which reduces the value of Axed incomes

and of consumers’ purchasing power while it
increases other incomes and the corresponding
forms of capital. But if the tax on property
does not discriminate between wealth obtained
’inpﬂﬁmwhmtminwﬂum
tax the latter more heavily. than the former,
and if it docs not succeed in discovering the

* ammints of moncy hoarded away or the figu-
res for bank' deposits for individual persons, it -

cannot _achieve its pu of modifying the

“mal-distribution of wealth caused by-the war.

* During the war no Goyernment wanted to

impose a capital levy, for fear that it would

increase the public dislike of all fiscal measures,
: _/I e 5

peinted out that a capital
~ levy would effect a redistribution of wealth and
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so the question was postponed till the end of
-the conflict. . The first Government after the
Liberation considered imposing a capital levy
combined with a cut of 10% in the currency

- -in circulation, to the great benefit of the na-

tional finances and in order to eliminate from
circulation money which had fled the country
“and not returned and money being hidden
-away. The resistance from interests wishing
to_ pdstpone any change in currency was, how-
ever, 5o strong that—together with technical
reasons due to the difficulty.of the opgration—

the schemée was not put into practice, " In 1946
the third De Gasperi Government again in- -

serted in its financial programme the proposal
of an exchange of currency combined with a
tax on property, in-order to make the latier
doubly cffective. - But already too much time
had passed and the exchange of Burréncy could
no longer be so successful as it-‘would have
been carlier; in fact, the inconvenicnees &F the
whole operation might in' the end outweigh
the advantages.-

In the first plan of a tax on property and

: -r.:pital, it was suggested that there should be a

proportional tax of 10 %, with cxemption for
capital up to 1 or 2 million lire, combined with
a ‘progressive.tax on individuals which would

_rise toa rate of go %, for the largest hioldings.

It was intended to give the impression of a con-
fikcatory tax on the large fortunes, the exis-
tefice df which was actually doubtful. It was
also suggested that to the property tax might
be added an extraordinary tax on increases in
capital relative to pre-war wealth. But all these

- plins fell through, owing,to the sharp diffe-
e

rences of opi :
The fourth Ministry of De Gasperi finally
presented in March 1g47.a new project consist-
m'l
of 454 on all property over L. 100:000, to be
coordinated with.the abolition of the ordinary
0.40 9., property tax from 1st January, 1g48;
more than threc million lire, with the exemp-
tion of the first two millions, and at a rate

rising from 6 % to 41.41 ‘};.I:.{J_-:

L
¥
@

The first tax, which, in another shape, r.
produced a suzilar tax in the peevious plan—
but with the rate of taxation reduced from 1
per cent to 4 5. —was justificd only by its ant.
cipated yield of fo milliard lire. These sum

would then be added to the 300-400 milliards

expected from the second tax (personal. ahd
progressive), which was to be applied withou
a change in the currency and while respecting
the secrecy of the banking system.

- It was seen that the cffect on all forms of
building property used for dwellings would
immediately be most serious, sinice, umier
restriction laws, fents had only been allowed
increase to less than double the pre-war figure,
while in the same period the ordinary tases oo
house property had increased fivefold.

The smaller holdings of other real proper,
10 widely diffused throughout Italy, would m-
der the' extraordinary proportional tax meet 1
weight of taxation ten times greater (3) thas
that of the three-year period 1937-39. In ths
way the lower income-groups would certainly
not be spired by the new taxes (4). It is suffi
cient to compare the extraordinary tax of 102
22, which excmpted property under L. 5000

at that time;.and the present levy which stam

at 4 %, on property over L. 100,000 at present
day values and/6 % (or at 109/ taking ac

count of the 4% of the proportional tax) on
property above three million lire, rising at 2 -
. progressive rate — then it is casy to unde

stand the unfavourable opini

i essed on
the deeree of 29 March, 1q47.

- 3. — The severity of the project, which was
bound to hit taxpayers having no shch extrs-

(1) Sex C. Cogeion, fialiun Tas"Podicy, p. gr.

(4) These ™ mcgative  eb ia the probl
to some extens by coosiderasion of the increased prices olstined
E_h*dmm,ﬂmepuﬂﬁydﬁi.q

posscasicn * of am aparemcet, 3 procos which, whee whely |

mhﬁ_ﬂnhw:&muﬂ_i
suochtion. It may be cuimated chat by Moy pagy ihe sk
pice of modimmsired hoesy of old comsmruction kel i @

" aboul 35 mes thelr valoe in 1938, The dodce of ywheloak

frics had risen in the wyme perind 18 sheet 53 times the g
ﬂ_hmdhwm&ﬁﬁl The

wre oifet |

prdinary capacity to pay, together with the
immediate aim of meeting, at all costs, thc de-
ficlt in the budget, threw into relicf the ab-
gence of taxes on- corporate bodies. -

There arc. companies and | corporations
which are not joint-stock companies {excluded
therefare;—from the possibility of double tax-
ation) ancl there is po sufficient reason for the
exemption of such an important scctor of the
national wealth which has a definits capacity
ta bear taxation — unless the .impression is
given that the legislation is not impartial. Cer-

winly one must apply different eriteria in the

wxation of corporate bodies than those used
for individual persons, and there must be suit-
able exemptions. : 4

A further reason for imposing a capital levy
on corporate bodies would be the’ necessity to

. cqualise the geographical ‘distribution of the

burden between Southern Italy, where real es-
tate property is widespread, and will be hit by
extraordinary  taxation, and Morthern Italy
where the wealth of corporate bodies is an ex-
tremely important factor ().

Luigi  Eina

porate bodies must be considered as interme-
diaries which facilitated the fixing andMevying
of the taxes owed by the various taxpayers
{shreholders, salaried employees, manual
workers) and’ therefore only these persons
thould gain the advantages of public expendi-
mre and make sacrifices by paying the taxes.

In opposition to this point of wiew, how-
ever, we must remember that there exist eco-
nomic, fiscal and social conditions which in-
cline towards consideration of the corporate
taxpayers. Corporate bo-

(5} The prograplica] diseribetiesn of wealth freen Noeth w2
Sowth thows remarksble differences in imcome: @ ke been
that the gverape iecoms per cagits in 118 of L. 365
rovalt of combining the figures of shom L. 3300
jer expits in the parthern provisces and sbowm 1y 80n
pupluirﬁfmtbmlpm'u- :

, i, Minister of the Bunzit.
(" Ministro del Bilancio ") maintained that Eor-
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tion to being economic forces, have an existence
separate from that of their members, have their
own aims, which are different from the aims
of the individuals who compose them, and
have aims that can anly be accomplished in
the far futuré. Thus economic responsibility
is clearly determined and related to the strength.
of the corporation; and it differs in kind and
degree. from the responsibility which attaches
to individuals. g i

Certain considera must, be borne in
mind when discussing the statement that the
taxation of joint-stock companies would du-
plicate the, personal progressive tax on the share-
holders. There are joint-stock companies in
which the shares are not held by individual
persons but are reserved for public bodies such
-as Savings Banks, Banks, Insurance Compa-

" nies, ete.: thewe are corporations under public

law and nt a large section of the na-
tional wealth, which should not be lefi im-
mune from the exceptional taxation that is
necessary to meet the exceptional financial
needs of to-day. :

. On the other hand, not all the sharcholders
are reached by the personal progressive tax,
cither because they claim the exemption of
+ property valued at less than three million lire,
or as a result of the unfortunate fact that the
central register of titular sharcholders kept at
the Ministry of Finance was inevitably cut in.

_ half by the war after 8 September, 1943 and
" must now be reconstituted.  This will shortly

be accomplished, but it is too much to hope
that the register will then be entirely up-to-
date and complete, so there remains the pos-
sibility of tax evasion on the part of holders
of securities. Finally we must note that the
cconomic strength of the companies is only
represented in part by the strength of their
share prices: these do not take into account
all the hidden reserves, which do not figure in.
the Stock Exchange quotation and thus escape
taxation unless the companics, as distinct from
their sharcholders, are specifically taxed. The
reserves should be exempted beeause they are

- useful; but it is possible to recognise that re-

serves are useful and at the same time to see
the necessity and justice of taxing them, for °
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the réasons laid down by Keynes and mention-
ed by Einaudi at the Asscmbly. According to
these views, corporate bodies' should be taxed
partly in order to prevent them from accumu-
lating reserves exempt from taxation, This
arpument it valid in Italy only for hidden
reserves. :
~ * Furthermore the effective revaluation of the
assets_must be so calculated as to show the
ultimate taxable capacity of the companies; by
" efféctive ' is meant a revaluation when cal-
culated at prices more than proportional to the
depreciation of the eurrency, and allowing for
the depreciation of the value-of loans already

- contracted (6). -

The Stock Exchange keeps account of the
sums shared out as dividends, bonus shares etc.,
as a basis for the regular quotation of share
prices. Neverthless, that which is inherent in-

 the organkation and the activity of the com-
panies, is pot cxpected by the sharcholders
and by the Stock Exchange on®thé day of
liquidation, is not an object of anticipated shar-
ing-out, this constitutes in reality an’ ultimite
capital entity: it has cscaped the taxation laid
on the shareholders, and can then be consider-

~ «d suitable for taxation to be charged on the
. companics and superimposed on the tax on
- shareholders according to the value of their

shares..

Indeed, last July, during the discussion in
the Constituent Assembly on the confirmation
of the law of 29 March, an amendment was

_ prescated to impose an extraordinary propor-

i «tax on corporate bodics. The Govern-
t declared that on this question they would
accept the views of the. Constituent Assemhly.
The Assembly showed itself favourable to the
amendment, and by the law of 15t September,
1947 the extraordinary proportionil tax on the
property of corporate bodies was' integrated
with the extraordinary - progressive tax on the
property of individuals,
{5) The revabestion of shares ia
wich thewe of the gyl
o ia Ocsber 1596, 352 semsbt of the imposition of 3 w1 of
@55, on the rovalustion, bur it was resuemed is the moaths
5 o o e e e e
.77 milioa E-. St o
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The yield from the levy on corporations is
ﬁlruln&g: at g6 milliard lire which certainly
means a heavy sacrifice for many companies,
the econoniic condition of which is no longer
so flourishing as in recent’years.  But the cor
porate bodies are not alone in bearing these
sacrifices, as the extraordinary taxes on pro.
perty hit severely the small owners of house
property and the small self-employed produy
cets and craftsmen, among wham, without any
doubt, real taxable capacity is sadly lacking,

The main features of the three taxes cun be
summarised as foliows, |

_The System of tha Three Taxes.

periy.

The discunions in the \Constituent Asembly &d
not resalt in any substantialmodification of this e
it is, in ogr view, based on an overestimate of B
able capacity, where in fact little exists. The poy
ment of the tax will be made easier for the firnt
750,000 lire chargeable 1o tax, ax it can be paid from
June 1947 in 22" twomonthly instalments, ending in
April 1051, ather than in the 18 instalments previous
ly announced. Relizious foundations, charitable inst:
tuting, edvncational ics, scicnnific, literary and hii
torical socictics, universitics, and certain types of

co-operative associations, will be abde 1 i

ararian

spread the ftax payment over 10 years. For the fire
L, 750,000 cfmrgﬂhf: 1o tax, redemption of the tax
befere 15 September 1a47 will bring a discount of 2

per cent, rather than 107, as formeddy laid down.
unzuﬁth yar,

Payment is to be made before 30 Scpt

*

5. — The Er#wffm?'?&m“ Irdr-

widwal Propersy.

All persons who possessed m{,ﬁ't]lnulht/qhh-
dﬂmm:mmdwmpf;ﬁisu Propesty
belonging to the wife and children may be o
that of the hushand and father for purposes
ation, when circudfisances make"this convenient, ans
suibject to cxcepricns contemplated by the law. Whea
there is such. 2 comulative sssessment for raxaton,
the axpayer has the right to recover from the titulir
owners of the combined property the quota of the
ox relating 1o their shares.

_ Botk ltalian citizens and foreign mationais are lisble
ta thir gax on properly existing within the Sease: The
Jﬂlﬂhﬁﬁlgﬁiu&&m-muuﬁuﬁ
on properly exitting outside the State, and on socks

4. — The Extraordinary Proportions] Tax on Pre
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aid sharer irwed in other countrics, subject fo the
ication of [niernational Conventions on Donble
Tamition, In-every cue, in fixing the rate of the
sonal tax, property existing cutisde: the State will
paken into sccount.  Proporty which' is part c-!
ihe territory of the Stawe or of the national econamy
will. be considered as property existing within the
Gate — such as a share in the joint ownership of an
Talian merchany: vegsel; loans which have heen grant-
e o debtors domiciled ‘'within the State] capital in
oll and eyemy form of Investment within the State or
inscribeel on the mortgage registers of the State,
“The only persons exempted from these rules are
diplomatic and consular agents of foseign natiamality,
?m_ld:.;l the country they represent assres recipeo-
¢ty in this matter. In the case of conshle and con-
dlie agents, the rule alio requires thar they should
nat carry on an industry in Inly, and should not be:
directors’ of commercial firma,

Eremptions: Capital used as a basis“for Life
Aenuities and similar arrangements, or contributions
{whether by law or by contract) to Provident Socicties
or Life Insuranee Societies (with the exception of in-
marance policies with onc sole premium taken out
oa any date after 10 July 1945); holdings of the 3
per cent Reconstruction Loang articles of h:ﬂgr[n
d andstic valee forming part of collections which
have been publicly regisered eader the terms of Ar-
tick 5 of the law for their protection of 15t June, 1935,

" or ehie are available for public use; and the. incomes

of eechesiantical benehices,

Valwstiony; (a) Land and buildings arc valued on
3 basis of the average values of the period 15t July,
14 - 31 ‘March, 1ay7, ebtained by the a icarioft o
the taxable income gf property gwners of cocfficients
established by the Gentral Tax Commissiog (Commir
sione Censuaria Cenprale); (b) Industrial dwd Com-
mercial businesses are valued as a whole, taking ac-
count of the various clements of which they are com-
posed, on the basis of their average values during the
peried T3t October, 1046 - 31 March, 1947; (&)
tharer, debentures, loan certificates autf::.!l other sc-
curities quoted on the Stock Exchange are valued on
4 basis of the average prices of mﬁﬁgﬁaﬁun in the
three months Janwary-March 1047, a short period dur-
ing which the prices were high. Fareign® securitics
M o . g i s g Mt
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it, toy7, the said yalue being referred to the corres
peading -ameunt in Ialian lire on the basis of ex-

4
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per cent up 1o so millions, and 10 %, above o mil-
lions; unless higher values afp ascertained through
the work of the Anandal administration or are declar-
edi by the tur:rrr. Holdings of Government stock
which arg dechared by the taxpayers are anscaied a1 a
figure presumied to reach up te 5050 of their value,
For the ltalian citizen or the foreipn mational living
wbroad, who hai properey intide the Stage, the pre-
sumptive figure for furaiture and fewellery i reduced
s hall, and it 4 nor connred at all walers these tar-
payers porsers furniture within the, State, = . 1

A presumptive amsessment of property may be
made if the style of li¥ing of the mxpayer, in relation
ta his knowh income, or other ihdications lead to the
belief that the eapital red is lower than the

eapital serually posses

Deductions: From groas podtal of the whaole

property can be deducted; debit charges as of 28

March 1o47; the capitalisation of all forms of rent of
Elﬁmhilnd all forms of taxes and dues authorised
W,

From the total of the mxable property belonging
to the father of a family, after the deduction of wo
miltion lire, there is a-final deductionwqual o 1/30th
with 3 maximum of L. 300000 for each child

Rates: Net tamable property B charged at these
rates: 6% for 3 millions; 7.23 %, for § millions; 853
per cent for jo millions; 13.57 3 for 50 millions; 17.5
per cent for 100 millions; 3339 %, for 200 millions;
35-46 5% for so0 millions; 50 %, for 1, milkard; and
Gr.6c % for 1% milliards and upwards. For inter-
mediate values the rate is determined by the formula
¥ =0+ 0.0002885 (x — 3,000,000) 0.576, in which x re-
presents the amount of taxable property and y the e -

Revenue officials can, for purposes of tax asscsi
ment, inspect all the relevant papers and documents
belonging to individual and corporate bodies, wirh the
exception -of danks and credit fnstitutions, where they
can only check up the existence of the deposits declar.
ed by the taxpayer to have been his property on the
date of 28 March 1g47. Joineslock companies are
obliged to declare the rames of their shareholders as
shown in their regiveer of shares. "

Payment: The tax becomes due for payment with
the instalment of February 1g48. For any taxpayer
wha settles the whole tax in one direct payment to the
Treasury before 31 December 1947, there is a dis-
count of 8%. A postponcment of payment can be
conceded at a rate of interest of 23] per anoum ea
the sums postponed, for 1+ years for taxpayers pes-
sening  property is two-thinds
“perty, and from 36 years for thos

: tuen mw:.l be made
yers when property has suffered
age, either by suitable deductions from
be paid, or by
T

i
3

Eﬁ
§

1
f

ax

I

increasing the number of
which payment must be made. =
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A maper pax equal w the amount of the tax; and a
fime ‘equal to half or the whole amount of the tax,
will be-charged o any taxpayer ‘who omits 10 fike a
declaration af property. owned before the date ?m-b
fiedd, . Anyone who omits to declare o portion of his

o which is lishle to taxation, will pay, in ad-
dition to the tax, a supertax or fine in proportion to
the ix-due from the portion omitted in the declar-
ation.”

Afiyone who tampers with accountann® hooky or
inventories, or commits ether frauds, will be punish-
o with imprisshment up to six months and a fine
of L. snooo-goom00. . ¢

6. — The Erxtuordinary Prn_m;rriﬁul' Tad on-the
Property of Corporate ‘Rodiér, . -
Subjert 1o this tax are the following: :

2) Joint-unck companies, limited liability com-'
panics and Emited partnerships with share capital, ar
# rate of 4‘,‘{;'. :

b) Limited and  general ;nr:nu‘d'l@l.jn 2.

¢) Institutions and other corporate_bodici when
their activities pee income that i Hable [.;;\4'_“.
Come tax, o’ part of their property which pro-
dures the income, at a rate of 754,

The extraordinary tax ir alio applicable o compa-

" mies and corporations formed in forcign countrier only

off that portica of the capital which ir invested or

existy withen the Statr.

Esemprions are: (2) Companies which in the last
5 years have been acting usively in the provision
of wrhan housing property, even if in their arddles
of constimatien they: prepared o engage in ‘normal
eommercial operations; (b) conperative socicties, wheth.
er consumers’, workers', agricultural, fishing, ete.; (c)

 State, Provineisl and Municipal business concerns,
- mumsnoinobs public utility corporations, and various

badies eogag=d’ on land reclamation and im,

ment, togethdr with charitable; cultural and  educa-
tional bodies, |
Lﬁuﬁmmm.mmmmum.
as the extraordinary progremive fax.  The

@smhpﬂdhqmmﬁhhhhﬂlasﬁ?ﬁ
ing in Aogust 1948, If the whole tax i setled in one
sole payment, a2 discount will be granted at the rate

_of B85, -compoand interest poa,

Gﬂ\il‘l‘Wﬂﬂl'ﬂchﬂﬁﬁml.

% — If we now takc an over-all view of
the system built up by the three taxes, our first
impression will be that they are designed to
mect an impelling fiscal emergency which did
not permit of due consideration being given

S

to the cantins of logical taxation. The main
preoccupation #as to increasc the yield in re.
venue, in‘order to meet the growing deficit iy
the budget—as quickly as possible and with
the least difficulty for the administration, al.

ready swamped by the necesiity to enforce oo -
many taxes whicli are scarcely profitable to the

Stite (7). _.

The intensity of the financial emergency
was confirmed in the speech delivered to the
Constituent Assembly on October 2nd by the
Minister of Finance. The extraordinary tax
ation will bring in, during the year 104745

_some 150 milliardslire, 1o add to the Soo

liards which are expected from ‘the gther sour.

ccs of general revenue. It should be noted that

the extraordinary proportiona] tax on property
will only start to bring in results after June
1047, while only in F 1948 will the yicld
from the'tax on corporate bodies begin to come
into the Treasury. Only in the light of ths
overriding necessity to collect revenue as quick-
Iy as possible can it be explained how the mini.
mum ion level for the proportional tax
was fixed at such an absurdly low figure =
100,000 lire, and that owners of house pro-
perty were assessed at a figure five times that

of their liability to taxation in the years 103+

39, whil their income of that period has ba-
rely doubled, owing to rent restriction con-

trols. In these ways the need to balance the
budget wmal:ghmi all consid®ration of the
¥

hardships likely to fall on the lowet_income-
Eroups. ] ;

The hasty mrhoc!'o'}'}asm:nt is shown,
moreover, in the tax on corporatio
the capital value of the jointstock campanies
in the Stock lift-was based
Stock Exchange quotation for their shares, and

the resulting amount was considered liable for -

presicens wycac thus at the condedes of bis mrvey: 7 Everpose
realiscs that the extraondinery propety tax will bring jn mere
im o period of relatve monescy atalality, chat ity eniGaflats-

»

nary o are mncerain,"that the area of jis application B

“peet the Italian fi
" mundertake such a

whert

w

wxation, In reality, in_order to aveid double
yration and follow normal .fiscal rules, one
should deduct from. this amount the value of
the shares already assessed for the progressive
gx on individual persons.  Taking into ac-
wount the low rate’ of the proportional extra--
ordinary_tax-on corporate ‘bodics, the cxcess
muation may be overlooked when the securi-
ties taxed through individuals represent a rela-
tvely small portion of the total shares. But in
dther ‘cases there may be serious hdrdships,
whichi should be avoided; the tax on corporate
should be assessed at a figure from
which has already been deducted the value of
the securities liable to the extraordinary pro-
ive tax on individual property, which, in
ielf, is a levy to be applied only as an alterna- ©
tive method. On the other hand, the tax on

carporations does not touch the value of their —

bidden reserves, the revaluation of their plant,
and all the other assets which, as already point-
of out, escape from the estimates made by the
Smck Exchange for its share quotations, and -
which alohe would enable an exact assessment
ty be made. it would be too much to ex-
cial administration today™
bour of careful and final
asessment for these(cmergency
‘We must also notice the heavy b of
the tax on individuals who, after having paid
the proportional tax of 4 %, are liable to a
progressive rate which rises from 6 %/ to 61.61
pet cent or to a total of about 66 %4. Leaving
wide whatever good this tax may achicve in
mdistributing the natinal wealth, it may be
thought that its main attribute is purely de-
ic — to appear to strike, and strike hard,
'the rich, in order to give satisfaction to the

Ele and. to certain political parties. The
ty quite " The higher

in Tl is
the taxes, the Jower will be the yicld from the
rehest taxpayers. The evasion of the progres-
g% income tax in Ttaly is so wholesale that the”
mcomes of the richest groups are subject to an
Mcmwnfu:dfmﬂ;gﬁrﬂé Tax-
iion of war ts and the ts of specu-
lifion and po]l?{ﬂ activity only produccs de-
niory results, as has been admitted by the pre-

s Minister of Finance. The highes the rae

.'" o /

h i ;
{ # ¥ i S
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of tax, the casier it becomes to manipulate the
assessment, till in the end it is reduced to noth-
ing by the ‘added impossibility of collection,’
The Italian revenue administration and the (ra-
dition of the taxpayers jointly results in the
minimum application of the heaviest taxes. It
is absolutely necessary to employ taxes fixed
at medium rates in order to secure maximum
resilts, o5 f o :
In addition, the Fail @@ 0 change the cur
rency and the promise®H respect. banking se-

_erets must result in the escape of a considerable
" part of the nationa] wealth from taxation. An

attempt to emedy this defect was made by the
presumption of the ion of moncy, bank
deposits or bearer bonds, but this results in
arbitrary tion, ingufficient in gome cases
and excesnive in others,

The delay in applying this form of capiral
levy will resule in its being exacted at the mo-
ment when the inflationary process is reaching
its turning point, when the national economy
is facing the grave troubles of deflation, and
the economic crisis is in sight — and not only
in Italy, which makes it cven more serious,
The Government allowed the exuberant capa-
city to pay created by the war to be dissipated,
during these last years, in private expenditure,
in excessive expansion of industrial plant and
buildings, in various well-meaning activities,
in subsidies to the Press, to organisations for
entertainment, only to intervene with its heavy
financial demands just when the whole eco-
nomy is exhausted. It is doubtful whether the
taxpayers, individual or corporate, will all be

in a position to meet the full impact of the tax

burden. Then they may need to be helped
with credit facilitics, in the interest of the State
itsclf — not by again turning the handle of
the printing press, but by permitting citizens
or institutions who anticipate the tax liabilities
of other, people, in one sole payment, to exer-
cise the rights of the Statc over the property of
the taxpayers whose claims they have .settled.
In this manner, and perhaps with the attraction
of exemption from taxation of the money thus
lent, the Treasury may collect funds previously

hoarded for fear of the capital levy. L

1]
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Hut if no brake can be put on the inflation-
ary_spiral, the taxes on property will be devoid
of -any financial importance, For this reason
Professor Sergio Steve (H) suggest applying a

- sliding scale (based on the cost of living) also

to payments of the property tax, since this
method has now become general in regard to
wages and salaries. It should be kept in mind,
however, that the workers do not pay the pro-

perty tax, and that inflation forces a_redistri--

bution of wealth: thus it would unlr'hg from

the groups favoured by this redistribution that

one could think of exacting the tax adjusicd
by the :I,iaing scale, from the other groups it
would not be possible, ' P

®1n the Revisw ™ Crtics Erewomioe ™, o 6, 10

-

We may expeer that this taxation will mis
at least 20 % of the real taxable capacity in
the country — partly owing to succesf
fraud and evasion by taxpayers, partly owing
to the failure to change the currency and i
force the banks to divulge their secreis, partly
due to the imperfections in the register of
stocks and shares, and other loopholes aifernd
by the laws. C:Bmi;‘tg our eyes to these
imperfections ift the three property taxes, we
can say that they correspond to the main wih
of the Italian people, which is to re:citablih
the balance of the national budget, a5 a st
ing point in the ié&:g:imt inflation. Be,
as | have already clear, this could hw
been achicved with a greater care for the is
terests of national finance,




