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- The Italian system of mztun in its es-
m:l features_dates back to the second half
Cofthe X1Xth century, The need of a radical
“whorm had however been felt ever since the
finst years- of Itlian unity. Evidence of this

by

s afforded by the many plans then drawn up

by qualified bodies which met with varying for-

tune. Here we will only thention the Scidloja
of 1866, that of Romano of the same :a:,

that of Cam'bray Digny of 1868, Gagli

- 183, Sonnino of 1894, Wollemborg of rgut,

Majorana of 1905, Lacava-Giolitti of 1gog, Son

ino-Acketfl of 1910, Rava of 1914, Meda ni -

ig6, Tedesco of 1919, and Soleri of 1921. But,
practically; the first structural reform of this
.was made in 1923 with the introduct-

.mofr.hngmml income tax on total income

(imposta complementare, the unly really. per- -

gnal and subjective tax of our fiscal system),

and in 1939-40 with the introduction of a) the

nrdm?' property tax of a proportional and
objective character (re d as from January

za), and &) the general turnover tax (replacing

: on sales introduced during the first .
world war), which partakes of the character

of a tax on consumption and a tax on business.

As a result of all this, our system is formed
in 1948, apart from some minor and temporary
m,uf ;
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 —a single tax on total income of each

hich they

article. (1) :
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tax-payer, of a personal and ‘progressive cha-

racter (surtax, importe complementare);
— a tax on inheritances and donations,

graduated according to the dégree of kinship, -

at progressive rates varying with the amount

of the share inherited and with the amount of
the estate; | :

- a serics of taxcs on business transact-
ions, such as stamp and registration duties,
those in subrogation of the stamp and regis-
tration duties, and - numcrous minor  taxes
which are In'led sitbstantially on lummrrand
transfers of capital;

— a very ‘umerous md heterogeneous
series. of taxes on pl:mn, such as the
general turnover hich in part acts as a

tax orr business transictions) fevied on every

transfer of goods fromthe producer to the con-
sumer and on every prestation of services; an-
gther series of taxes on consumtion (for in-
stance, on public entertainments), sometimes
collected in the form of manufacturing taxes
{as thosc on becr, coffee, synthetie textile fibres,
clectric power, sugar, seed oils, ores, spirits

etc.), or as customs’ dutics, or as fiscal mono-

polies (salt, tobacco, and lotteries). .
Large bodies of public opinion in Italy now

realise the need of revising our system of tax-

action 5o as to make it more scientific and at

.the same time more in keeping with new po-
litical and social requirements which have made -

themselves felt of late. Such a reform is made

all the more urgent by the overlapping of
chaotic war and post-war legislation to which
reference has already been made ina grcﬂms
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The perception of this need led the Minister
* of Finanice at the end of last year to appeint a
committee of experts and r:grrydntntwu of
some of the groups concerned, to study the
matter_and make some systematic proposas.
It is to be hoped that it will thus be possible
to reach rapi Erg‘iﬂ;lliwﬁﬁllium, to be pra-
dually gpplied. -~
: hile awaitiriy thee "hoped for measures—-
which however is neither easy nor imminent

it seems advisable to point out some of: the.

more obvious drawbacks to which the present
system gives rise. ' The fdllowing study is
made in a eritical apirit, leaving out of consid-
eration possible gonstructive puﬁcics, Tlils re-
serve is required Of the writer, as he is a mem-
ber of the aforesaid study committee,

2. - The Italian system of taxation and fiscal
policy give rise, first of all, t5 a criticism di-
rected against an essentially formal and juri-
dical “aspect thereof. In the field of taxation

- neither practice nor law place any limits on the

regulatory powers of the legislator. For in-
stance, Italian legislation is neitlier morally nor

juridically bound to introduce variations in our

tax dystem only once a year, when the budget
is presented for approval, as is the case in some
foreign countries. Nor is the approval of fiscal
measures by the Parliament subject to any spe-

cial procedure. The abscnce of such limita.

. tions, and the asumption for a long time past

- measures affecting taxation,

by the exccutive power of the faculty’of legis-

lating, has led to the issue by the Govern- -

ment of an cxtremely numerons sequence of
The certainty
the Government had of being able to legis
Mate , subject only to a very limited control
{rather than approval) exercised by Pirlizment,

- has induced it to abound in provisiods, often en-
croaching in directions which might verysvell
have been left 40 administrative regulations,
and to take measures without due consider-
ation, regardless of the prohability of changed
future needs, and without being firmly resolved

1o resist contrasting political and economic pres-

sures. This insufficient ponderation has been
cssentially due to the fact that the Govern-
ment knows it has the power of issuing wihien
-it may wish, and at very brief intervals, furth-
er jupplementary or innovating decrees. This
g '

e
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has led to the confused and dangerous gyer.

lapping of uncoordinated legislative texts. wip} -

the resuilt that the system as a whole is under
stood only by a fow specialists,
‘Probably now that the new ‘Constifution

has come into force and Parliament has been -

reestablished, this spate of legislation will be
checked; but a definite solution to the prob.

7 lem will only be secured when the laws on
Italian” taxation have been really eodificd, o
at least when the fundamental juridical pein
ciples on which such legislation is based haye
been established. This is the ~arnest desire not
only of jurists and students but of the tux.
payers themselves. At the present sime Italisn
fiscal legislation is an incognita even for the -
officials, who have dl’lﬁ;ulgn '

with its mew tendencies,
_Tlrlrfr:ut only:leads to a marked confusion
of ideas both: juridical and formal, but o
irrational distihution of the burden of tixation
over the-several groups of tax-payers.:
-Thus, for instance, the very big shift in the
yield of taxation from direct taxes to indirect

taxes on consumption is ihe cause of general

complaint. Buat, at the samie time,

niot always justificd by the objective m
and financial situation, have beén taken for
granting further relief from direct taxation by

reducing the rates of the income-tax on i

comes of employed workers, and raising the
taxable minimums as comparcd to"pre-war hi-

ed value of money). Not only have no steps

been taken to make the weight of the piog-
ressive rates of the general income tax more -~

chiective, even while setting asiile demagogic

rates which defeat their own purpose, but noth-
_ing has been done to improve the distribution
- of the Burdens by modifying taxes on co

tion by graduating the rates in function of

marginal character of the consumption of the
. several commoditics. Instead of this, an attempt
*has been Made to improve the distribution of

the burden of taxation through the worst of

all possible means, that of centering the weight
of taxation on property afid incomes from pro-
perty, Hﬂm.&stichg"hl& to both ordinary and -
to extraordinary taxes, o
As a result of all this, the present system

_is far from satisfying rational  requirements -

s -
i

ty in keeping up -

res (even while taking into account the chang—,_

o
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whether political or economic, but represerits
3 series of compromises between different ten-
dencies arising from political considerations
and corresponding to different finalities, whose

is to run cotinter as litthe as possible

i IE interests of .the several groups of tax-

yers o as to follow the line of least resistence
and niot the_principle of the maximupy eco-
paniic advantage or taxable capacity.

‘At the present time . the Ttalian tax system
iufringes systematically the canon of financial

productivity, regardless of the Rindamental
| peds

of a poor cconomysuch as ours, which
should promote by all possible means the form-
“gtion of savings (instead of this, taxation, as
we have said, lhas been shifted in a marked
degree from incBmes from work to incomes
frem capital); which should aveid hindering

the growth’ of business by taxes which yield

fistle (such at. mII:'Lc taxes 3“ the, :;&mﬁ:rd:f
‘progefty): and which shoul e the burden
.;'E“&";:E’i.. less on business 'u:i]:]#:rlakings-th:n'
on phisical persons (whereas, for a variety of
reasons, income-tax gften becomes not a tax on
~the net personal income ‘but a tax on the
poss income of concerns). -

The clidotic distribution of the burden of
uxation is made sull worse by widespread
evasion — both legal and illegal — occurring
abore all in certain branches of chongmic activ-
ities, Here a wicious circle has:been formed
which will have to be interrupted, It is form-
el by the distrust of the fiscal authorities in

the tax-payer’s returns; and the natural tend-

ency of the tax-payer to evade. A strugple is
thas started between tax-administration and tax-
[ayens in which vietory often goes not to the
arty which is in the right, but to the more as-

. bte and persistent.  The abisence of fiscal seru-—

pilousness on the part of the tax-payer. the
thronic muddle prevailing in the ¢En:¢¢s_. the
practical (not theoretical) insufficiency of the
penalties, etc., are all drawbacks which, in
me way or another, must be overcome if a
real reform:

ke 3 ] - . f:
.':.‘;3{ - Thﬂ.mmt pliH:’}' of our
mitem of direct takation is to be found®in the

sant importance it gives to subjective or per-
 Bomal factors, which, in the case of incomes of

el

- to innumerable cont

the system of taxation is to be

“amental requisite for the

3

like. amount and character, modify the taxable
capacity of <the individual tax-payer,
However=many juridical fictions we may
conteive, it is nevertheless difficult to deny that
physical persons are the only ones who feel the
financial activities of the State. The individual
tax-payer alone feels the weight of the sacri-
fices, entailed by-the lévy of taxation, and en-
joys the benefits of the public services rendered,
sacrifices afid benefify which he nay feel cither
directly, or indirectly, through the advantages
or disadvantages conferred on companies; co-
porations or third parties with whom he is con-

- nected by ties of material interest or by ties of

affection, As the physical person is the only
real tax-payer, it is cvident that in determining
the weight of the tax burden, it is necessary to
consider the income in relation to personal
subjective situations, whichsvary from one to
the ather ds the result of 2 whole gt of clrcim-
stances. | . : i ‘
Indeed, in modern systems of taxation, the
personal character of the tax is more and more
emphasised : o
(a) in the first place becahse progressive
rates are only conceivable if- applied w0 a
personal tax levied on the whole income of
the tax-payer. - As'is known; progressive rates
applied to a series of ahjective taxes give rise
tions and disparities; -
(by it the second place, the exemption

. of a minimum incomé from direct taxation

can anly be granted in the case of 1 glo-
bal taxatidn, if we are to avoid the drawbacks
mentioned under letter (a); ;

{c) in the third place, personal taxation
‘makes it possible th Iakc,intu dccount very

- variable situations which modify the respective

taxable capacity of individual tax-payers pos-
sessing incomes of the same amount and. cha-
racter, Only personal taxation can take into
account the family circumstances of the tax-

yer, the number of his children, his age. his
ri:l:iliri::, his personal burdens not connected
with the production of the tax income, and
other similar Eactors, _

- The personal character of the tax is a fund-
ate of the tax-
able capacity; so true is this that tax systems,
having passed already from the taxation of
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gross income to that of net income, are now
pasting from the taxation of net income cal-
culated on an ebjective basis, to that of net in-
come caleulared on a sulfective basis,
In Italy the Anglo-Saxon system of a single
. personal tax on income has not been accepted,
but preference has been given to a system based
on a series of objective taxes, on top of which
“has been placed a personal tax (complemen-
tare) qmtr.- md;tp-:ndent of the others. But
‘neither in Italy nor in Erimer, where a similar
criterion’ has béen ﬂdﬂ]ﬁ d, h:u it been possible

* to avoid the need’of p:rmna[iling direct taxes, ..

as far as possible. ‘Thus, in the case of the taxes
-~ on income, .some factors of a sirictly personal
character aré taken inte consideration in the
case of the taxation of income of employed
workgrs (such as the deduction of a hxed
amount for each source of carnied incame). The
result of all thﬁ}ll that our system of taxation
now offers a sérics of drawhacks:

. (a) the prevalence of objective’ taxaticn
and therefore the scanty importance of the per-
. sonal tax, which before the war accounted for
. only abqut 8 % of the total yicld of dircct tax-
ation. This leads to two consequences:

.—_the progressive character of taxation on

. the income as a whole is quite small, almuugh
in ﬂleﬂr}' the maximum rate of the surtax rises
: lo;g %%+ The progressive character is however
assured
nomic interests, such as the many and extessive
‘forms of taxation on capital secured by the
estate and inheritanice’ taxes, the tax on the
transfer of wealth, and I]l: heavier rate of tax-

" ation on investment income as compared to
carned income (leavifg out of consideration,

of course, the extraordinary capital levy):

¢ == the limited im of the per
sonal, child, dependent allowances and per-

o s.un:l burdens, which affect ﬂnljr rJ:n: surtax

and only in an excessively smadl 2

{b) the failure to offset th
from some sources of income by the losses that
may be suffered] in the casc of other sources be-

~ longing to the same tx-payer, thus g:.ﬂug rise
5 to excessively high taxation; ‘

{c) the marked incquality 'lmwmn the

mmmmmmﬁmmw

by other means, more harmful to eco- .

ts secured

jective direct taxes are independent of each oth
er.  While some incomes are assessed at theiy
actual amount (incomes of companies and [n.
comes of employed warkers), o HP'::ls are asses.
sed on a flat basis (individual undertaking),
and yet others on the basis of an average o
normal income (income from land). In some
cases income is assessed year by year; in othes
it is assessed at a fixed amount over a more pr
less lenghty period of time, All uml’mmn:.- in
the assessment of taxation & thus Imt, and;
p.ssmg from obijective to personal taeation, i
i5 not possible to base the assessments on d'.;
individual elements composing the income, s
as to proceed to the calculation of the globul
income. It therefore becomes necessary in an
smmg the surtax, to make synthetic, inductive
assessment based on purely external manifes
ations and on indices wh::h dre easily 5
ible of error; < :r mﬁ
(d) marked . dlspanl:l:s from m::umt Itr :
income as a result of the application of differ.
ent ratds in the case of the several taxes which
are independent one of the other, although
such divergencies have no logical or rational
justification.
to be found in the grant of taxable minimum;
differing one from the otiier, and deductions

'&tmr:cadnuttnﬂmmmeum and notin

others, taking into consideration not the whele

-income of the tax-payer, but ohly the seven

parts thereof, "As a result of this, the mini.
mum taxable amounts and deductions at bas
‘may add up and be cumulative; :
(c) assesment at the source is indeed ap
plicd on a large scale, but the callection-of the
tax rarely takes place at the timie at Whic
amount is Iy reccived by the tax-payer

_ Even in those cases in which rassessment is

made at the source (as for instance in the cax -
of income-tax on wages and salaries through
puy-mil deduction), Government docs nol
the collection at the time when the in-
come matures, as is done, for instance, ona

large scale in England (e.g. under the PAY.E -

system), bue only later on, under the usul
pmcedurc:pplmi in the case of dircct taxes, i

the seribus i inconvenience - cither of the Treasury
mnﬁr.h:l:x-plycrm those cases in whic
munqr is subject to umktd vartations'in niw-

+'g - e
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‘Another cause of dujr.muu o

fora poor ¢
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Students, political men and men of prac-
‘jal experience are generally agreed on the
peed of giving a definitely subjective character
t our direct taxes. Nevertheless, this need
cinses seriouis anxiety to all those who advotate
it, for a series of reasons which may be bricfly
mamd up as follows:

(2) Personal taxation is much miore difi-

_ |:|]I to collect than objective taxes, as it increa-
gea the number and the difficulty of the assess-
~ ments that have to be made, This is indeed

true; it cannot however by denyed that tbcvd!f—
ficultjes Im'.'e been greatly exaggerated.

1 gystem to be introduced sln:ulnr to that of the
Drtith incomestax, under which it is to the
;umnugt of the tx-payer to returd his glabal

fpenme 5o as fo nEacL_thn burden of a wery
high rate of taxation by a series of notable de-

doctions and of the exemption of a 'fixed
amunt, to which he is only entitled at a later

‘e, generally through the repayment of the
splus paid, the fiscal authorities would at

pice have the assistance of the tax-payer, whose
interest it would be to facilitate assessments,

insicail of hindering them as is now the, case

i Ialy. It is true that if,"in the case of in-
wine of employed workers, a system similar
w the PAYE. were introduced, the subject

= who pays the income and deducts Iherr_.[mml]‘ne

tax, would object to the introduction’of a much
more Jebiofious procedure. But this would not
exclude the possibility of offsetting this draw-
tack by offering him other advantages, such

4t the saving of thie premium on the tax, which
- be how has to pay.

Indeed, if-the tax were
piid to the Treasury instead of being. u:ll!ﬁ:bed
theough. the ordinary channels, the premium

uﬂdm]nngubcshugcd Lastly, it is in-
carrect to.suppose that personal taxation prac-
tieally i assessment and collection at

source, cspecially when the pu‘mnal tax for

lirge bodies of tax-payers is mot ‘progressive.

. This is cxhaustively shown by the British tix

e,
{b) ltumdthattfpnml taxation is to
p‘bg:mvc, and'if substantial taxable mini-
mems are to be granted, the Treasury would
have to° losses which would be excessive
y like the Italian, with a
low average rate ‘of income. )But this re

~other ducnptmn,

is bused rather on mmmnp!:{u than on Jo-
gical arguments,

 As far as the progressiveness of thc tax s
concerned, there is no reason why the présent
direct proportional taxes should not continue
to be proportionial, even if unified in a single
tax. AI] that need be done would be to grant
tax-payefs in receipt of average incomes, per-
sonal deductions of a more substantial lr.imrin
fixed amounts, and thus in pramcc a eertain
degree of progression would be secured. The
deductions, indeed, would become of: less im-
portance as the m&m: grew, and therefore the
uota exempted snild diminish, and the inci-

nce of the tax wobld increase,

In the case of the taxable minim

temarks may be made, one techinical, the oth
practical.  Generally speaking, the curve of
distribution of incomes (except for the few very
large oncs) is pretty much the same in all coun-
tries with an adequatcly developed econdmy;
the mass of taxable incomes agg]amgmtr_p near-
ly ﬂﬂtr}'wﬁ:rc around the ‘average income of
the community, It would therefore be un-
reasonable to think of fixing a taxable mini-
mum for the tax-payers of our country in_an
amount equal—when coriverted into lire—to
that allowed by richer countries. A mpaﬁm
drawn between the taxable minimums of two
countries—e.g. England and Italy—can only be
made by taking into consideration the percént-

- age of national income. oumpm:d in the amount

exceeding that. mfﬂimum 1n. England, and by

finding out in the ¢ y, w]mt minimum
income would: incl tage of
_ nationak income, n:u:'l:hnd w:r:: fn]- ;
. lowed, it would be scen that it would be pos-
sible to prant Italian tax-payers, taxahle mi-
nimums #djusted to our average income. -
Looking at the matter from a practical
standpoint, we are led to another observation
oﬁn forgotten dn Italy, The income ob-

'tmmxl from .work only accounts in Italy for

60 %, of the national income, and a huge per-
centage of recipients of incomes, whose num-
berprubab]}rapptm:hulh:mui are in re-
ceipt of incomes obtained from work only, with
or without the addition of incomes ‘of some
Now, in Italy, incomes ob-
tained from work only are cither exempt from
taxation (as in the case of agricultural labour-

s
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ers, or, if they are taxed, they are entitded to
large allowances (240,000 lire annum).
Practically speaking, there are tﬁf::fnrc.?rl}r
few recipients of income in Italy who are not
entitled to the exemption of a more or less con-
~iderable part of their i e.  Therefore the
introdisction of a mifimum’ exempted, even if

_ only a small ong, in the case of the existing
objective taxes also when duly unified, would™

probably not entail a substantial loss for the
Treasirys. . - :

{c) It is said that the grant of allowsnces
(for children, etc.) would entail heavy, unbesr-
able foss on the Treasury. Here we seem to be
hrought up afiginst one of two alternatives.
Either it is- held that the subjective, personal
cireumstances now taken into consideration in
the case of direct taxes, are oo small, or else
it is not 5o held. In the‘latter case we Start

- from the supposition that the present tax sys-
« tem is ‘the. desirable ultimate, and  therefore

there is no wish to change it. In the former
case, the conclusions drawn by those who fear
uences, would not scem
(to_be well founded. Were it so wished, the
global yield could be maintained unchanged.

Evidently, it would be a question of rearrang- -

ing the internal distribution of the tax. ~Every
facility granted to the tax-payers as a ” personal
advantage "' may be compensated by a propor-
tional increiasé of the rate of the per tax,

unless it be preferred to have recotisse to in-

direct taxation, -The problem need not be en-
visaged as one of collecting more or less, but
as one of deciding in whose favour the shift
of taxation should be made. e

In conclusion, and to sum up, it does not
scem that any decisive obétackes stand in the
way of giving our direct témié::: personal
character. R

4. - Another pmb!cml to which our system
of taxation has given an unsatisfactory. settle-:
ment is that of the gualirative diserimination

of imcomer; %.e. the problem of-the different -
 treatment that should be meted out to the sev- |

.eral iricomes of like amount but of a different
type, or quality, or character. Substanually,

' the problem is one special aspect of the process
e

ing all costs from gross incomes. It

:

ok
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5 a question of making all incomes of 4
description, homogencous so as to be able iy
treat them all in the same way when ther .
amounts, considered over a certain length o
time, are equal. It is more especially 2 g
ticn of making incomes of different origin (arks. -
ingr From:work or from capital), or of differen
duration (temporary or perpetual incomes), o
varying in time (fluctuating, cyclical. and sieady
incothes) homogencous. To secure a homoge.
neois income it must be made uniform
tinte, by setting aside part thereof in the period
in which it matures, in whole or in par,
as to transfer it to the period in which e
income is null or inferior to the average. Fer
these reasons incomes from work are taed'ley -
heavily that incomes from capital. This is 3
preferential treatment aceepted by almost
systemis of tadation. ; :
- How is this fscal discrimination made in
italy ? All“the systems known arc applied,
and they overlap one another in disorder:

{a) in the frst place;.the rates at which

* incometax is levied are graduated according

to the nature of the incdine. The rates rix
from only 45 (after the deduction of the
240,000 lire which are tax free) on earned in-
comes, to 26 %4 on investment income, and i
an undefined .amount which varies from one
“District to another, but which is always veny’
high, in the case of incomes from real estair
This system, which amouiits in pract
dividing the income into as many sc
as are the sources from which it comes, and
to each schedule a different rate
serious drawback of making it im-
possible to arrive at a fair discrimination in
the case of mixed incomes obtained in varying
measures both from work and from capital
The small business in which the main sousee
of income is work, is treated on the same foot
ing as the big concern in which income from
capital 45 the principal feature,
lgzlm truc that a remedy can b-:!iﬂﬂi
for this defect by classifying certain: kinds
undertakings mh;thw-gmuii which are more
in keeping with the nature of the incime.
Thus recently, artisans’ workshops have be
transferred from Cat. B (mixed capital and
carned incomes) to Car. Cr (independently

TE
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arned incomes) for the purpose of income-tax,
Put this is only possible to a limited extent and
for a limited number of cases, and is not a sys-
jern which can provide a radical solution for
the drawbacks complained of. It has been

o wggested that the present Cat. B should be

indoubled, assigning company incomes to the
first sub-class; which would pay a heavief rate,
and to the second class, for which the rate
would be lower, the incomes of partnerships.
Pt this would evidently be too formala erite-
rion to adopt, as an income does not necess-
aily change its c]ur_a;l:t for the mere fact
that the concern producing it is organised as
acompany. Nor would better results be se-
el by classifymg the concerns according to

_ the amount of their capita), as while there ate

gany Concerns which can unljr be carried on
with a capitil of their own, there are others
whichi can be carried on with the capital, of
olbers, the company’s cipital being in the na-
tre of 4 guarantee (banks). A preferable sys-
tem, though difficult to apply in practice, is
shat which, in the case of income from mixed
surees, tes the part of the income which
should-be imputed to the entrepreneur for the
work he performs, taxing the two scctions of
the income in the two corresponding schedules;

- (b) In the second place, until December -

ety the Ey!um followed was that of levy-

ing, in addition to the general tax on income, .
ayproperty tax, This system provided an auto- .

matic solution for the problem of mixed in-
emes, as the part of the income derived from
- work is not capitalised, and_thercfore pays only
income tax, while the of the income im-

a7

Undoubtedly-this system offers dangers and
real disadvafitages; the chief among these being
the extreme “facility with which the objective
tax changes from a tax on income into a tax
on capital;

This is true above all in the case of capital
which, for the time being, is either not yield-
ing an income o éfse ‘only an extremely low
one. Such a tax-therefore presupposes adjust-
ments (exemption or differential rates) which
are inevitably arbitrary,. Another drawback

- consiats in the fact that it taxes not only actual,

but also expected incomes which are now being

. capitalised. But in spite of all this, the system

wnuhlh:bil::npzndbihcltﬁ; than any other, and it
is o oped. that the ordinary property mx
will be reintraduced into our ﬁxulpsysﬁ, and
that the already high rates of the tax on in-
comes from capital will be*proportionately re.
G P P “P“I ¥

~ {¢) in the third place the discrimination
referred to, is carried out by levying tuu';m
capital of an irregular character, such as those
on inheritances and gifts, and stamp and regis-
tration duties, It is ‘evident that instead of
levying 1%, on capital each year, it-is qdite
possible to levy 10 5. on all sales of property
{on the suppositidn that the average interval
between one sale and gnother is of ten years
duration}, and to levi@8 5. on property when
inherited on the supposition that the average
interval between such successions is of 35 years.
But when we compare this to the previous sys-
tem we find it has greater defects, as it cuts
héavily into savings and seriously hinders busi-
ness. It is much to be hoped, therefore, that
the taxes on business transfers (registration and

patable to capital bears not, only the burden of. / Stamp duties) will be repealed and their yield

: intome tax but also that of the property tax.

- This systen not only provides an excellent
slution for the problem of the taxation of mix-
ol incomes, but it also avoides levying tax-
dtion oo those parts of the income which are
nat. really but mere allotments against

e risk of losing the invested capital and phe

 probable loss of fture incombe. The exempt-
Jon of allotments (guoke) against ¢ tax-
#ion is a premium granted to the mbre dy-

- mamic forces on the market and is not without
beneficent effects. '

erred to the txes on capital incomes,

5: - Another defect of our system of tax-
ation consists in the motion of fmcome accepted
by our legislation and by our fseal practice.
_ The rules followed by the [talian system of
taxation vary with the type of income.

_Incomes of employed workers (Car. C-2
of the income-tax), incomes of share compa-
ni¢s taxed on the basis of their balancesheets

" (Cat. B of the income-tax) and incomes from
capital dnly (Cat. A of the incometax) are
taxed on the basis of the actual income received

k
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by year. They account for a mass of incomes
which before the war amofinted to about half
of all asessed incomes.

Incomes from buildings are practically tax-
ed under a system similar to that of the tthe
based on the gross income. Thus fron the
rent received by the house-owner, the amount
deducted is not that of the actual expenses in-

- curréd but a percentage equal to one third of
= the rent. A feform, |

¥er, fot yet in force
has shifted the basis of the*tax From the gross
income to the ordinary average income,

The incom :
{Cat. B of the income-tax) and professional
incomes (Cat. G-1 of the income-tax) should
legally be taxed on the basis of the income ac-
tually earned but in pracfice, as it is difficuit
to refjuire the tax-payer to keep books showing
precisely the getual income obtained, " the as-
sessment is matde on the basis of the normal
average income calculated on the basis of the
turnover.: et

Income from lands (the rent of the land
and in part the farmers’ profits) are assessed as
provided by i
obtained from the farm dver a long period of

y 46 On the hasis of the average inoome,
funded after assessment over a period of not

less than five years. In practice, the assessed
“imcome relates rather to the land objectively
- considered, parcel by parcel, than to the farm -

considercd a8 the working of a series of Tands,

- and the duration of the period during which

the taxable ihcome may not be altered is un-
specified as the data have not been brouglit
up to date. (It should be noted that the pre-

war fiscal policy wended steadily to shift the

basis of the asscssments from the actual income
tw the ordinary average income).

As these notes show, there are marked dif-
ferences in the manner of fxing the tixahle
value fof the difierent types of income. This
disparity is aggravated by the fact that the
rates for the various types of income are fixed
regardless of the criterion used for their val-
uation which® nevertheless affects the ultimate
amount of the tax. In other words, the tax
levied on an. average income allows of com-
pensation between good years and bad years,

whereas the tax levied cxclusively on the actual g
 income obtained year by year, does not allow  ferent point of view to that from which iths - the undertaking
; : i 2 o2 ¥ e

-

frim persanal undertakings!

law on the basis of the income :
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of carring forward losses to be deducted from
the profits of the following vears, and is levied
in reality on an income higher than that g
tually received.  Mow this fact is not taken jy,
consideration a8 a reason for moderating the
rates on incomes calculated year by year o
compared to those for which the average i
calculated or a Aat riie fixed.

The problem of the uniformity of the .
teria to be followed in fixing the notion of .
income therefore ariscs, .

IF the problem is to be solved in a satishe
tory mannicr, two. premises of a positive chara.
ter must be horne in mind in studying it:

— we are living in a period of prea
monetary instability, and cither for strialy
monetary reasons or becatse of the siteatm
of the " conjuncture  we are witnessing ca.
stant and vast waves of rising ocsfalling prics
which either sum up or'more rarely offset o
another in the course of time. Even on the
so-calléd "' hard money "' markeis, our century
offers us movemnents in the general price lee
on a scale unknown in the previous cenmry.
Nor does the social, political, .econgmic and
“technizal outlok allow us to foresee that the
situation will change in the near future;

— the present period is, moreover, cha
racterised by :'rutabll::n coonomic  instability,

. ascribable in part to political conditions, =

part to the changed requiremnents of the teck
nique of production. As in the past century, -
50 again now, this cconomic instability expree

es itself in constant shifts in costs, proceeds

and, generally speaking, in prices ahd income,
Nor does it seem that this. great, instabil
(precariousness) of incomes is likely to
in the near future, especially if it be true that
we are passing through a transitional stage it
which we ucgihi.&ingsll'arﬁm national econoniis”
to economies on a wider basis, whether inter-
governmental or of international groups,

Both * these circumstances contribute 0
make it very probable that the purely nominal
-and the real variations of income will contine: -
in the futare with the same frequency and
intensity as in the past. . ' :

If we this as the de facto situation,
then the em must be studied from a dif

1 L
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'een considered in the past, or w0 that which
might be suggested by purely technical con-
aderations.  The assessment of the average,
or normal, or Aat-rate of income, which mr'rFa}'
it widely .applied by Italian. legislation, loses
under-such circumstances all its advantages and
threatens to become worthless shortly after its
;wliul:ion. o ’

It is however pointed out by those who

© hyour & differential treatment for some in-
romes {incomes from land) 85 that used in the
ax of others (income from personalty)’ that
the present system of cadastre, under which
table income remaing unchanged over a long
priod of time, encourages agrarian improve-
-ments, as' the -higher income obtained hpymt]m
gerating landowners remains untaxed. This
i an argument which certainly had its weight
in the XIXth century, under a static, peaccful
seonomy, but ‘which has lost all value under
the circumstances above referred to. In such

i intensely dynamic age as ours, taxation is
ifactor of little importance, And in any case
isdifficult to understand why recourse should
be had to fiscal manocuyres‘to ehcourage pto-.
diction in the case of agriculture, and not in
thatof industry.

. Itis also pointed out that the cadastre is
the only means that prevents evasion, which
would ocoumif the Treasury were to attempt to
aess the income of each individual farmer.
This eriticisi is perhaps unduly pessimistic, as
itis not easy to understand why it should be

mpdssible to-do in Italy what is successfully

i elsewhere,

On the other hand, 0 may not be out of *
piee to recall that under the existing cadastre

fem, a notable, though legally sanctioned
tasion does, as a matter of fact, take place
- mwing to the difference between the global tax:
le income and the real income of the farmer.
temirk that the rotation of crops does

the income to be ascertained before the
dose of the four or five year period of a full
miation, has little ccongmic significance. It
bas little significance both because the rotation
i ﬂtm&gﬂc over the whole agricultural under- -
a fourth or a fifth of the

i is assigned 'to each of the several crops,

which thus al , securing each year for

inco uﬂd_{uuﬂ,
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strictly ._lptzking., industrial u}&rﬂakiirpf also
cannot be said to have closed with a profit or
a loss until the whole productive eyele iy com-
pleted. (2) '

The assessment of the actual income is not
nnl}r‘the sole_rational basis under modern eco-
némic conditions, "but it is also the sole basis
possible for- personal taxation, towards which
we must inevitably move, and in which the:
deduction of specific amounts and not of Aat
rates plays 4 part., - - i

Ho
6. - The nigtion of income might be duly
enlarged by including the capital plus-values
secured, which cannot now be assessed for -
poses of income-tax. The m would ac:

. quiire. special imPnrlamc if it were decided ta

:buIish .ﬁgi“fam duty, transferring its bur-
en to the ordina should it
reintroduced. r}'prﬂpﬂ'f}‘ i . b:
- The following arguments <an be adduced
in favour of the taxation of plus-values:~

. — income-tax is levied both on consumed
and saved income. - If plusvalues are not tax-
ed, a form.of saved income is unjustifiably cx-
cmpted; ; : Loy
— these plusvalues are taxed when sc-
cured by a Company; but are not taxed when
secured by a person; there is no substantial
reason for applying a different treatment to”
the same phenomefion, based on the subject tn
whom it refers; Cair!

— plus-values me pure and sim-
ple; indeed, from the ‘standpoint of quality
they offer normally a ‘wider opportunity for
taxation, as such values are generally obtained
without calling for any special effort; :

— the need of such taxation reappears,
moreover, constantly when our financial situa-
tion becomes difficult; it takes the Torm of tax-

not—‘ation of a contingent and transitory nature.

These experiments have always yicld unsatis-
factory results as they have ‘not been based on
homogeneous and sound criteria; — -

— the taxation of plus-values affords the

only means for the rational and complete tax-

¢ M) Anphow, the cadustre sjitem might sill be kepr going
not oaly for is jursdical valee s 3 mcang of proving rights
al nwmershin bue sleo 34 3 meand for identifying the tax-payers
and @ 2 valushle suxillary help in atscuing resl income.
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ation. of profits arising  from the cconomic
" conjuncture '
— the reasonableness and advisability of

tsuch taxation is shawn by the recent trend of

legislation which aims more and more at bring-
d of the income-
tax; we find thit this extension has been made

‘in the United Stafes amd Germany.

Agninst their inclusion objections can cer-

- tainly be raised which carinot be disregarded :

of wealth;

— us'a matter of fact, plus-values are al-
ready taxed by the duty on transfers.  This ob-
jectiong however, is valueiess as the rate of
that tax is proprtionate to the full value of the
goods transferrediand not to the difference be-
tween the purchase price and the sales price.
And a tax may therefore be levied even in the
case of a minusvalue. In any case, the plus-

values are only taxed casually*and not on the

basis of any reasoning. The above argument

‘can be used” rather as affording yet another

reason for the repeal of the taxes on transfers
~— a taxation of plusvalues under the
progressive tax might turn out to be an excess-

" ive‘measure,  This drawback, however, could

be casily avoided by extending to the said -plus-
values the principles applied in the case of in-

comes carned once and for all (una tansum), -
In fixing the rate, the plus-valie would be g,
divided over the length of time taken to secyre
it. In this way the tax would net prove g5
obstacle tu the circulation of goods, All g
more 30, as the rate of the tax, substangyl
though it may be, on plus-values: would e

- tainly in the long run prove to be o lesser by

den: than the present rate of the wx on the
transfer of the whole value: :
~— there might be 'a danger, in perinds of
monctary instability, that such taxation weglf
be levied, above all, on merely nominal plus.
values. Setting aside the remark that the gime
problem now arises for companies®at the time
when they reilize their capital asscts either
through amortization or through sile, it iy
perhapslbe suffigient to recall that the rech
nique of the index-numbers for the purchasing
power of money would seem to make it
to solve the problem, especially ifin this field.
we have the courage to give up once and for
all the principle of the nominal value of the

' currency.

OF course, cvident reasons of equi

and of
fiscal Eﬂn!i:ltfﬂt;; make it absolutely nmﬁ)

to include in the calculation of income not
only plus-values but also minus-value,




