CHAPTER IV

it Kt s PPV A, I Wl

In the previous Chapter, we nave explalned the
procedure for allocating the burden of indirect taxes by
various income classes. Now in this chapter, we shall
explain the procedure for allocating the burden of direct
taxes. Unlike the indirect taxes whlch number into large,
there are only a few direct taxes like taxes on income

Copov e o Tox
other than Corporation tax,Aﬂstate duty, Wealth tax, Gift
tax at the central level and Land revenue, Agricultural
income tax, Stamps and Registration Fees, Urban Immovable . ' -
Property tax, at the States' level, The method of ;
allocation in respect of eagch direct tax‘by income classes, :
is explained in the following paragraphbs. As mentiloned
already in the last chapter, we mean direct taxes are those -
taxes that are imposed on the basis of economlc status, -
Taxes on_ lIncome 3

Apcording to the Indiasn Income Tax Act,'income.taxﬂis
impOséd oé individuals, Hindu undivided families, Regi?pereg
firms, unregistered firms, Assoclatlion of Persons and'éémpani?s.
For the sake of convenienée, the allocation of burden éf these

categories 1s done under three heads: (1) income %ax on -
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individuals and Hindu undivided families; (2) income tax
on Reglistered fimms, unregistered firms and Association

of Forsons and (3) income tax on companles,

Income Tax on Individuals gnd Hindu Undivided Familleg,
In allocating the burden of lncome tax among various

income classes, several problems have been encountered, for the
definition of income and its interpretation has been varying |
from one authority to ano%her, According %o John C, Winfrey 1/
there are three ways in which the definition of income is
interpreted - one 1s in the sense of Purchasing Power flowlng
into the hands of the lndividual; another 1s in the gense of
accretion of wealth or economic Power accuring to the individual
and still another is in the sense of using income by the
individual to provide utility via consumption, According to the
first interpretation, income would mean %the monetary income,
actually realised in market transactlons by an indlvidual during
a given period. According to the second interpretation, income
would mean all economlc power acerulng to the individual., Accor-
ding to the third interpretation income would meagn 'utility!

derived from income,

The second interpretatlion - accretion concept - has been

supported by eminent writers like H.,C. Simons 2/ Robert M Halg 3/

1/ Winfrey John C, "Publilc Fingnce ; Public Cholces and the
Public Economy",Harper and Row, 1973, p 32n.

2/ Simons, H.C. "Personal Income Taxation" University of Chilcago
Press, 1933. :

3/ Halg Robert M,"The Federgl Income Tax" Columbla Universlty
- Press, Wew York, 1921.



A.0] 201

R. 4. Musgrave éfand has wlde acceptance, The thirgd
interpretation nas been supported by Irving Fisher 5/

and Nicholas Kaldor &/, However, one mist reallse that the
choice among the three interpretations depends mich on
value judgement, As far as we are conezrned, we have

taken into account the definition adopted by the tax

laws which closely corresponds to the aceretion concept.

According to the income tax rules of the Government
of Indgia, income received by individuals as well as Hindu
undivided families from all»sources except agricultural
income 1s subject to tax. Aagrieualturagl income is added
for the purpose of determining the tax-rate chargeable
oﬁ the assessed income, It 1s not directly taxed as such,
The different sources of income, inter_alla, include (a)
salaries; (b} interest on securities; (c) income f‘iom
pouse property (d) business profits, dividends (e} capital

gains etc.

We have assumed that the tax on individuals and
Hindu undivided familles 1s not shifted and is gompletely
borne by the assessees only. In assuming so, we have

depended largely on the expert opinion of Musgrave,

4/ Musgrave., E,A. "The Theory of Public Finance"
Mc¢ Graw - HI LL, Tokyo, 1959 P 1

s/ Fisher Irving "The Ngture of Capital and Income'
Macmillan New York 19206

6/ Kaldor Nicholas “j% Eggenditure Tax" Allen and Unwin,
b -
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Pechman etc., z/

Income Tax on Unreglstered Firms (URF), Registered
Firm (BFs) and Associgtion of Persons (4,0.Ps)

A tax on the income of unreglstered firms (URFs) and
registered firms (RFs) 1s treated as a tax on a business
conceryp which normally produces goods. The reason 1s that
these two categories are in the nature of profit earning.
According to the income tax msenual 8/, an unregistered firm

is one which is not a registered firm, Reglstered firm

means a firm registered under the provisions of clause (3a)
of sub-section (1) of section 185 or under that Provision
read with sub-section (7) of section 184 2( Therefore,
there is little justification to treat the inhcome tax on
these categories as unshiftable, We hagve assumed that 707
of the tax on the incomes of unregistered firms and regis-
tered firmms has been shifted forward to the consumers and
the remaining 304 has been assumed o stay with the share

holders of the unregistered firms and Registered

7/ Yusgrave R.A. et gl "Distribution of Tax Payments by cmcowe
Groups: 4 case study for 1948", Nationgl Tax Journal
March 19867 p 13

Also see Pechman, Joseph A. and Okver, Benjamin A,

"Who bears i rden 7 Studies 1n Government
Finance. The Brookings Institutfon, Wasnington"Dc,1975,
p 38.

8/ Government of India 'JIncome Tax Manual' (1976}, New Delhl,
Chapter 1, p 12.

9/ Ibid.
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firms 49/, The shifted portion of the income tax (i.e.

704} paid by the U.’.Fs. and R.,Fs. has been allocated

among tie various income classes in proportion to the
distribution of total consumer expenditure of the income
classes (i.e., in genergl consumer expenditure proportions).
The unshifted part of the income tax paid by the URFs and
RFs has been allocated among the various income classes 1n
proportion to the distribution of dividend incomes,

received by the individuals and Hindu Undivided familiesdl/

and it is confined %o urban sector only 12(

In regard to the Association of Persons, the income
tax manizsl has not stated clearly the meaning and definition
of it. But the nature of it is somewhat similar to that

of unregisterdd firms, The Direct Tax Laws Committee which

submitted its report recently tells us that an association

of Persons means "Pergons must joln together of thelr own

10/ These institutlons (i.e., URFs and RFs) are profit
seeking business concerns. Therefore, the reasons
explained for the shiftability of Corporation Tax
would also apply to the tax on URFs and RFs. (see
Corporation Tax and its shifting in the text).

11/ See Reference number 10.

12/ The N.C.A.E.R, observed that data on precise amount of
income tax, collected from rural households are not
available, Moreover, 1t has been viewed that the
incomes from salaries and wages in rural India, are
in genergl, not high enough to attract income tax.

See NoCoAdoBoR. "2ll Ingig Rural Household Surveys
Saving, income and investment". (Vol II) New Delhni,
1965, pp 34-35,
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volition or free will in a common purpose o# commeR pUrpPOse
or common action and the object of the association mist be
to produce income" 13/, Ve nave treated the "association of
persong" as joint venture whlch produces income for the
purpose of sharing it among themselves, Its motive is
profit like any business concern., Hence, we have assumed
that 704 of the tax on Association of Persons has been
shifted to consumers and SQﬁ of the tax has been assumed to
stay with the persons forming the gssoelatlon, The ghifted
part of the tax has been distributed among the consumers in
proportion to the distribution of total consumer expenditure
among various income classes, The unshifted part of the tax
has been dlstributed among the persons of the associations in
proportion to the distribution of dividends received by
individuals and Hindu undivided families and 1% is confined

to. the urban sector only lé/.

Now, alword about the problems associated with the
data on lneome tax is necessary in this context. Data on the
collections of income tax by different categorles such as
individuals, HUFs, URFs, RFs and A.0.Ps are not given
separately in thne budget documents. Therefore, we had to
make use of the data found in the All Indla, Income Tax

Statistics (herein after called A.I.1.T.5.Y 1ssued by the

Government of India "Pirect Tax Laws Committee®
(Final Report) New Delhi, 1978, p 10.

14/ Explanation same as reference No: 10 and 12.
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Directorate of Inspection, New Delhi, -There is no other
authoritative source for these categories. Even with regard
to the data provided by the Directorate of Inspection, some
limitations may be noted. One limitation is that the data
pertain to the assesse;s but not to the individuals or
households (in whick our study is interestedy. Second
limitation is that the date include not only the assess-
ments completed by the Income %tax department during a
financial year but also assessments relating to the earlier
years; és well as advance tax assessments for the future
years, 4And still another limitation is that the tax pay-
able has been shown against the assessed lncome Trahges

(or brackets) but not against personal income ranges (or

brackets).

In so far as the second limitation 1is concerned, we
consider it very serious, and if used without adjustment;
the tax burden may look gbsurd. Hence, after careful
consideration, we have assumed that 507% of the tax demand
shown in the AIITS relates to the income received by the
persans in the previous years but brought to asséssment
during the financial year under considergtion, The
assumption is made on the basis of the average trend of

the tax demand. For example in the financlial year 1975-78,
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out of the total tax demand of k.1,034.5 croTes, the
current demand ralsed in regular assessment is‘only

Bs. 555,80 crores 48/, The study carried out be Nationagl
Institute of Public Finance and Policy(N.I.P.F.P.$}

New Delhilalso more or less came to the same conclusion lZ(

As said earlier, the income tax data furnished in the
AIITS relaté to the breaﬁﬁp of assessed income brackets but
not personal income. 8o, we have assumed that barring the
minimum exemption limit, there are no other deductions
allowed for the income tax assessees. This assumption is
made 1n order to rearrange the assessed income brackets
into personal income brackets. (8o that the date provided
by the AIITS could be fitted into the size distribution
of Personal income derived in chapter II}.We are aware
that the income tax rules in force quring the financial
years, covered by our present study do gllow certain
deductions, in respect of the General Provident Fund
Payments, the Life Insurance Premia etc., But adequate
data are not available on the deductlons made during the
current year's assessments out of the cuirent year's income
of the various types of gssessees. Therefore, we are
left with no option except taking re-course to this

assumption,

16/ Directorate of InsRection "All India Income Tax
Statistics" New Delhl (1975-76) p—-}-end—(—u&i—iz gus@hl)g'?'?.
Yyomd

17/ Anupam Gupta "Incidence of Personal Income taxation"
UNational Institute of Public Finance and Policy",
New Delhi 1978 (mimeoy p 20
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On the basis of these agssumption,s we have
rearranged the assessed income brackets into personal
income braekets having regard only to the minimum
exemption, allowed %o the assessees. For example, the
year 1964 - '65, was not having income tax upto,.

Bse 3,000/~ annual income. 8o, 0 - 3,000 assessed income
bracket, could be slided down to correspond 3,000 - 6,000
personal income bracket. In this way, when the assessed
income brackets were assoclated with the personal income
brackets, it was possible for us %o allocate the income

tax among the various ilncome brackets.

The allocation of lncome %ax by various income classes
in rural, urban and All India 1s shown in the statements

appended to this chapter.(Appendix Tables 4 IV,1 to & IV.9)

Corporgtion Tax:
Corporation tax 1s that which is levied on the Profits

of the companles., There is a lot of controversy, on the
point whether corporation tax is shifted or not.

According to R.A. Musgrave and Peggy B. Musgrave ' the
burden distribution under this tax differs sharply,
depending on whether 1t 1s taken to fall on share holders,
the recipients of all capital lncome, consumels or

workers ! 1§/,

18/ Musgrave, R.A., end Musgrave, Peggy B, 'Public
nce in theory and Practiee' International
Student Edition, Me, Graw Hill, 1973 p 396



dccording to these autnors? in the short run(in
competitive markets) the amount of capital is fixed,
not ohly for the econhomy as a whole but glso for the
taxed sector., The return on capital is thus in the
nature of an economic rent and nothing can be done
by the owners of capital invested in industry to avoid
the tax. In the longrun, they are of the opinion that
the tax burden will be shared By the investors in both
taxed and untaxed sectors 1&/. Even in imperfectly
competitive marketvs, they held the view that the cor-
poration income tax is not shifted but completely borne
by the investors. For according to them, even a mono-
plist finds his profits reduced by the amount of %tax
and cannot pass 1t on to the consumer via higher prices,
if ne is to remain a profit maximiser 20/, However, 1in
recent year% it is shown that the traditional monogﬂﬂst
and competitive models based on the profit maximising

behaviour, the Boumol's 'Sales maximising model'; the

19/ Ibid.

2/ If PR, is total revenue and TC is total cost, then
profits, P, equal TR - TC, Profits gre maximised at
a level of output where gP/dQ = 0 (or MR = MC). After
imposition of a profits tax a%t the rate, %, the mono-
polist seeks to maximise (1-%t) (TR-IC), Differentiat-
ing with respect to Q@ and setting equal to zero,gives

us
(-9 ~ (v 49 -

Dividing by (1-%), agaln leaves us with MR = MC,
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Williamson ‘'expense Preference model' and the Krzyzanaik

and Musgrave 'Signal theory' model -~ agll predict shifting
of the corporate income %tax in the longrun 21/, 1In this
context it 1s essential to point out that opinions differed
among eminent economists with regard to the shifting of
corporation income tax 22/, For example, Gurucharan S.
Laumas 23/ rejected completely the !'Zero shifting' hypothesis,
which 1is obviously based on the basle assumption that the
neo-claésical theory of the firm - namely that firms maximise
profits by equating marginal cost and marginal revemue, He
attempted an emperical study of Indlan Corporations for the

period 1950 to 1962 and came to the conclusion that In

21/ Bayer Arthur A, 'Corporation Income Tax and Firm
behaviour' in public finance Vol ZXXV/No/3/1270, p 453.

22/ For the different views on the shifting of Corporation tax,
see the followlng:-

(i) Fred weston, J. 'Incidence and Effects of the Corporate
Income tax' Nationagl Tgx Journal Vol,II (1249) p 300.

(11) Seligman, E.A.R. '8Shifting and Incidence of Tgxation'

(1i1i) Robert S§. Ford "gome Economic Aspects of the gfgg%ng
Corporate Income tax' Proceedings of the Natlona
Tax Assoclation, 1947, pp 55-56.

(iv) Bowen, H.d., 'Taxation of Net Income from Business!
Bulletin of the National Tax Association,XXXI, Dec,
1945, pp 72-80.

(vy Goode Richard 'The Corgorate Income tax and the grice
level' gmerican Economlc Review, XXXV, March, 1965 p 49

(viy Nationgl Industrial Conference Board 'The shiftiwg
and Effects of the Federal Corporation lhcome tax' Vol 1.
National Industrial Conference Board, New York, INC
1928, pp 153-157 (A Survey undertaken by the National
Industrlal Conference Board, New York in late 1920's)

(vii) Krzyzanaik, M. and Musgrave R, Ae'The Shifting of %the
nggoxation income Tax' John dapkins PTees 1963,pp 1-3.

23/ Laumas, Gurucharan 8, 'The Shifting of the Corporation Income
Tax - A study with reference to Indian Corporations'_Public

Flnance, Vol XXI Noj;4, 1966, pp 462-73.
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respect of certaln corporations, such as Iron and Steel,
Cement, Sugar etec., the tax shifting 1s even more than 100
percent gé/. According to g recent study by J.A Pechman &
Benjamin A.Okner, "the business firms have the power to set
their prices to cover what they regard as costs plus g margin
for profits. The firms may treat the corporation income tax

as an element of cost and raise tineir prices sufficiently to
recover the tax. Alternatively the firms may have a target
rate of rewurn on invested capital. If this rate of return

is to be preserved after a tax is lmposed, the tax must be
shifted forward to consumers ofl backward to workers or it may
be shifted partly forward and partly backward" 2%, jpccording
to V.D. Lall "the effective tax rate is the actual provision
for taxation shown in company accounts, as a percentage of thelr
profits before tax, This necessitates a rise in profitability
before %tax, without which profitablllty after tax is bound to
fall with a rise in effective tax rate., If profitagbility after
tax increases in similar circumstances, the tax increase is
more than fully shifted or rather some part of the pre-exist-

ing tax -too - 1s shifteg® -§/.

24/ Ibid

25/  Pechman, Joseph A. snd Okner Benjamin A. "Who bears the
tax Burden?" Studeies in Government Flnance, the
Brookings Institution, W ashington D.C,, 1875 p 35

26/ Lall. V.D. 'Shifting of Tax by Companies' Economig gng
Political Weekly,Vol, II No: 18, May, 6, 1967 pp 839-849,
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The guthor emﬁriqcaily found out that the corporétion
tax has been shifted by the Indian Corporations. Ih the
words of Karl W, Roskamp 'if a tax on business income like
the corporstion income tax, can be completely shifted in the
short run, a consideranle degree of market lmperfection must
exist, 1in markets in which corporations operate' 22/. Bven
Krzyzanalk and Musgrave have found in their recently publi-
shed study that the corporate income tax 1s, even in the
accevdong &
short run, completely shifted §§/' ButAYed. P. Gandhnl
corporgtion tax is not shifted to the consumers, He views
that the corpération tax "basleally falls on the veteﬁtions
of the Companies, especlally because they try to maintain
thelr dividends in the context of the sﬁy equity market" gg/.

In this context, mentlon may be made that Arnold Harberger

3

developed a general equilibrium model of the incidence of the

corporation lincome tax and it 1s a major contributlon %o
understanding how this particular tax may affect resource

allocation and income distribution 3/,

27/ Roskamp, Karl. W. "S8hifting of Taxes on Business income
'National Tax Journgl 1965 Vol, XVIII NO:3 pp 247-257.

28/ Krzyzanalk. M and Musgrave, R.A. 'Ihe shifting of cor-
porgtion Income Tgx' Baltimore, 1963 Pl and 8

29/ Ganghl Ved P. 'Some Aspects of India's Tax Structure'
(An Economic Analysis). Vora & Co Bombay, 1970, p 81

30/ Harberger, A.C. 'The Incidence of the Corporation Income

Fax! Journal of Politicagl Economy Vol 70,June 1962
pp 215-240
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As there is no concegsus on the complete shiftability
or zero shifting of éo:porate income tax, some authors have
assumed that certain portion of the %tax 1s passed on to the
consumers and certain portion of it rests with the share
ho lders §l/. in our present study also we have taken a
similar stand for the period covered by our study and have

omad®@l the following assumptions: -

(a) 704 of the assessed corporation tax has been shifted
forward to the consumers,

(b) The remaining 304 of 1%, rests with the shareholders
and confines to urban area only.

(c) One-fifth of the unshifted portlon of the tax is
borne by the Government as a shareholder in the
corporate sector.

(d) The corporation t%tax pald by the forelgn companies

is completely borne by the foreigners.

The 70% of the corporation tax, which is the shifted part,
has been allocated among the various income classes in pro-
portion to the distribution of total consumer expenditure
(i.e., in proportion to the general proportions of consumer

expenditurey., The rural and urban components have been

31/ See for example: Goffman, Irwing, J. 'The Burden of
Canadign Taxation' Canadaan Tax foundation Publications,
Toronto, 1962. p 38
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estimated in proportion to the total consumer

expenditure between rural and urban areas respectively,

The unshifted portion of the tax has been distributed
among the various lincome classes in proportion to the dig-
tribution of dividend lncome; accrued to the various income
classes 32/, A word about the’distribution of dividend
incomes, accrued to the individuals and Hindu undivided
famllies i1s necessary. The A.I,I.T.8. provides information
relating to the dividend incomes recelved by individuals
and Hindu undlvided families by various assessed income
brackets. We have associated the assessed income brackets,
with the personal income brackets on the same procedure which
we have adopted while allocating the tax burden of income

tax (explained in earlier Paragraphs).

The statements showing the allocation of corpomtion
tax by income classes (rural, urban and All-India) are

appended to this chapter.(Appendix tables 4 IV.1 to A IV,9)

Estgte Duty, Wealth tax, Expenditure tax and Gift tax:

With respect to these taxes we have assumed that

they are pald by the top income classes of the urban sector,

32/ "All India Income Tax Statistics: (AIITS) op cit
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The exemption 1limit granted in respect of these taxes is
sufficiently large, so that the Impact of these taxes falls
on the higher income brackets., We have also assumed that
these taxes are completely borne by the tax payers and not
shifted forward to the consumers or backward to the factors
of production. 1In our present study, Estate duty, Wealth
tax, expenditure %tax and Gigt tax have been allocated among
the personal income brackets above gs.15,000/~- yearly house
hold income in proportion to the personal income of those
brackets, We hgve taken the collections relating to these
taxes from the relevant budget documents (we have adopted
the 'accounts' figures of the budget documents) and assumed
that 50% of such collections pertain to the current demand §§(
The relevant statements allocating these %taxes among the
various income brackets are shown in the gppendix tables

{see tables 4 IV.1 to 4 IV.O}

Land Revenue:
Land revenue is one of the oldest Taxes in India.
According to the consitution, the power to impose land tax

rests with the state governments. Therefore, it is quite

33/ The Budget documents do not provide 1lnformation
relating to the current collections as against the c
current demand of the financial year. The A.I.I.T.S.
also does not provide such informagtion.
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common that land revenue is levied on many deversifiled
principles, According to Ved.,P.Gandhl there are different
bases for lavying a tax on land, hamely -(a) net assets or
ecohomic rent; (b) net produce or annual value {c) eupérical
value; (d) rental value and (e} gross produce. In the words
-of Ved.P,Gandhi "the main basis underlying land revenue assess-
ment in greater part of India is 'net assets', This is defined
as the value of gross out put minus cultivation costs, inclu-
ding wages. Once the land revenue 1s determined in this way
(in the year of settlement), 1t continues for 3 to 40 years
without any major change gé/. But gross output as well as

the cultivation costs depengzzény factors such as - the size

of the farm, nature of the soll, irrigation facllities and
tecnniques employed in cultivation ete. Hence, 1t is obvious
that land revenue rates charped by different states should be

different for various categories of land.

Our study is concerned, not with finding out the
kburden of land revenue, by lncome class, for each and every
state, but with finding out its burden at All-India level.
For this purpose, data on the size distribution of cultivated

land owned by income class for All India are very essential,

34/  Gandhl, Ved.P., 'Igx Burden on Agriculture' The Law
School of Harward University, Mass, 1966, P. 49
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1

But unfortunately, we do not have such information for
any of the years covered by our study. Therefore, we have
devised a mekhod of our own, in order to genherate size dis-

tripution of land owned by income clas:s, and 1s explained below,

The National Sample Survey, in its 26th round 32/ has
conducted a comprehensive land holdings survey for the period
of reference from 1971 july to 1972 September, with the
objeet of obtalning information on the strmcture of agricul-
ture in our country. The survey excluded (a) the land put
to non agricultural uses, such as house sites etc., and
(by the lands covered by the co-operative farms, The survey
has taken into account all the land, put to agricultural
purposes. As the area cultivated by the cooperative farms
is meagre in our country, we have ignored it for the purposes
of allocation of land revenue among the various income
classes, PFurther, we have treated all land put to agricul-
tural pruposes 1lnto a single category, although there are

differences among the various categories of land.

The N.S.8. 26th round ég/gives the percentage

35/ National Sample Survey "Iagbles on Land holdings"
July 1971-1972",.(26th round) No:215., Government
of India Publications, New Delhi 1q76. ‘

3/ Ibid
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distribution of households and corresponding percentage
distribusion of ares owned for the period covered by the
survey, for rural and urtan areas seperately. As the survey
report contains information on the number of sample house
holds selected for this survey in rural and urbanh areas, and
also on the 'Average hougehold size' (A H.8), 1%t was possible
for us to workout the cumulative percentage of persons and
corresponding cumulative percentage of area owned, for

ruragl and urban greas sérerately (See table IV.1 and IV.2)
P10
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Table IV.,1

Cumilative Percentage distribution of persons and corres-

ponding cumilative percentage distribution of areg owned.

Rural (1971-72)

gy - - o g W WD S W 2 g o g MO T T e T et Wy e P g e A e W PE e o W R g T e g ey

"

s 1. Cumilative 4 of Cumulative % of area
N . BeTSONS e owned ..
1. 6,73 nil
2, 31.29 0.69
3. 38,15 2,07
4. 42,24 3.35
5, 55,55 9.76
6. 71.96 24, 44
7. 81.23 37.14
8. 86.22 46,36
9. 90,05 55.20
10. 92,19 60.93
1l. 95,99 70419
12. 96,79 77.09
13. 97.74 81.89
14. 99,30 92,14
15. 100 . oo 100 , 00
Total 100 # 100 #

- - gy Y A M g W g Uy g W SR N g N e e T N e P e dn e TR RS e T e e W S e g R W S e e

Source: Caloulated on the basis of data avallable inwNy
N.S.S. 26th round ( No:215 ) pp 40-72



Cumulative percentage Distribution of persons and corres-

Table IV.2

34

2

ponding cumulative percentage distribution of

aleg ouhed

Urban (1971-72)

.y S W gy W W - gy W G W g S SR A S TR e s D g S TR WS W e R g R R S e e B g s e e S WY me gy

51, Cumulative #% of Cumilative 4 of area
No: persons owned
1. 45,43 j% nil
2. 85,27 2.57
3. 87.77 4,98
4, 89.22 6.99
S. 91.96 13.12
6. 24,87 24,62
7 96,68 36.08
8. 97.50 42,79
9, 98,12 50.12
10. 98,42 53.98
11. 98.95 63,16
12, 00,29 63.20
13. 99,46 72.90
14, 99,79 83.35
15. 100. e 100, 00

Total 100 # 100 #

. B B g Ty S4B e G e We Y R R g OR S N gy, WO W G MR TR e B R g S g NE N g S gy KA e R e Y e e W

Source: Calculated on the basis of data avallable in
N.S .5 . 26th round (No:213) pp 40-72

21y
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It can be seen from the above tables that in rural
areas 71.96% of the population, possess only a very small
extent of land, congggg 24. 444 of the total land owned by
the entire rural population, It can also be noticed that
6.73% of pupulation in rural areas and 45.43 % of popula-
tion in uroan areas do not own any land at all. This
shows that agriculture is a predominant occcupation for

the rursl population.

The data shown in tables IV,1 Zwsd angzé pertain
to the period covered by the N.§.8. 26th round (i.e., July
71 to Sept 72), We assume that the data in tableg IV,1
-and IV,2 will bhold good for the years covered by our study
also., We are of the opinion that the concentration of land
ownership 1n rural as well as urban areas must not have
changed considerably, between the period covered by the

N.S.8. survey and the one covered by us.

Now it is our task to allocate the collections of
land revenue among the various income brackets which we
hagve glready constructed in chapﬁer II, PFor thnis purpose
we hagve ggsumed that the land revenue demand, allocable 4
against each income bracket is proportional to the area
owned by that income bracket., The N,3.8. 26th round, as

sald earlier, provides data on the distribution of persons
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as agalnst the area owned. In chapter II, we have ahealy
derived the distribution of persons as against certain
selected income brackets 37/. On tne basis of the

data furnished by the N.8.8. 26th round (l.e., Tables
1V,1 and IV 2y we have been able to construct lorenz
curves for rural and urbam areas separetely, showlng

on one axis, the cumulative percentage of population

and on the otner, the cumulative percentage of area
owned. From the data available in chapter II, we

nave calculated cumulative percentage distribution

of population for all the income brackets. Later,

we Bbave read from the relevant lorenz curve the cum-
lative percentage of area owned for the cumlative
percentage of population, coversd by each income bracket.
Oon decumuilation, the percentage of area owned as against

each income brgcket has been found out.

Data on total land revenue collections for
All India, are avallable in the statistical Abstracts,
the Reserve Bank of Indla Bulletins,and the explaha-
tory memoranda to union Budgets. We have divided the

total land revenue collections between rural and urban

areas in proportion to the total cultivated area of

urbam and rural areas, furnished by the N.3.8. 26&h

37/ See tables 11,8 to 11,16 in the text.



round 38/

.

3.0 222

The statements showing the land revenue gllocation

by income c¢lasses, for the years covered by our study are

appended to this chapter {see Appendix tables 4 IV,1 to

A IV.Q) »

The relevant assumptions are as follows:-

a)

e}

ALl land put to agriculwural purpose is of
equal quality in all respects.

The differences in land revenue rates between
different states as also the differences
arising due to nature of the crops grown etc.,
have been ignored,

The land revenue is not shifted forwgrd by way
of higher prices of agricultural commodities,
It is also not shifted backward by a reduction
of remdneration to the factors of production in
cultivation.

It 1s assumed thét the extent of area covered
by the cooperative farms is meagre and as such
is ignored for the purpose of allocating the
tax-burden of land revenue.

The data on dand holdings survey, conducted

by the N.S.S. 26th round apply to all the

vears covered by our study.

P— -

38/ NSS 26th round op cit.



£y It has been assumed that the area ownegd
by an individual household has beczn brought
under cultivation and that there are no re-
missions and exemptions etc., granted for
fallure of crops ete., during ithe years

covered by our study.

Stamps and Registration Fees:

Stamp duties are used both as a mekhod of
collection suitable for particular taxes and as a form
of taxation, The term, itself, usually covers the dutiles
levied on various deeds and documents executed as proof
or record of certain legal transactions §g/. The Xems
that come under the purview of stamps and registration
feeg are mostly bills of exchange., Promissory notes,
bills of lading, letters of credit, policles of lnsurance,
transfer of shares, debentures etec, Under the term
stamp duty, there are broadly two heads - judieclal and
non-judicial. The duty may be ad volerem or specific.
The igsue of uniformity in tne rates of stamp duties,
has to be considered in relation to the different types
of instruments. It is difficult to fingd out the exact

incidence of these duties., The Taxation Enguiry Commission

39/ Ministry of Finance 'Report of the Taxation Enguiry
Commission' (12953-54) Vol., 111 Government of India,
New Delhi, 1955, pp 94-905.



rightly observes "it is hardly possible to generalise about
the incidence of these duties. For, %hat is in substance
the same type of transaction, the duty may be paid by ohe

party in one instance and by the ppposite party in anothert20/

However, the instruments on which this tax is imposed
are closely associated with the transactions of corporate
sector, to a large extent and with other transactions to a
small extent, We assume that the bulk of the collectlons
from this duty are derived from the transactions in urban
sector, We can also assume that the collectlons from the
rural sector are mostly from the transactions associated wim
the activitles of the land owning class. Keeplng all these
aspects in view, we have allocated the stamps and registration.
fees among the various income classes in raral ghd urban greas

on the following assumptions.

g) Three-fourths of the total duty is from urban
transactions and one-fourth of it is from rursl
transactions,

b) The tax-part belonging to the urban area, has
been distributed in proportion to the corporation
tax allocations gcross the various income brackets.

c) The tax-part belonging to the rural area has been

distributed in proportion to the land revenue

allocations across the various income brackets,

4/ Ibid.
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For the purpose of allocating the stamp duty, we have clubbed
the collections of stamp duty with Regiétration fees also and
treated 1t as one 1tem. It 1s done so because stamp duties
and regkstration fees are more or less complementary instru-
ments to one ahother, in the sense thal both registration fee
as well as stamp duty are charged on a transaction, The
transactions which are charged with either only registration
fee or with only stamp duty have been assumed to be very less

in number.

The relevant statements showing the allocation of
stamp duty and registration fees are appended to this chapter

(See fppendix tables 4 IV.1 to 4 IV.9}.

Urban Immovable Froperty Tax:

This is a tax, imposed on the anmual rental value of
nouses, bulldings, urban land etec., There is no adequate data
on the size distribution of rental value of urban Immovable
property, by lncome clgss. As the very name suggests, the
urban immovable property tax is confined only to the urban
areas. In the zgosence of adequate data on urpan immovable
property tax, we have relied on the limited information,
furnished by the National Sample Survey, in thelr various rounds.

The N.8.8. data on consumer expenditure, furnishes data on the

-4

payment of 'Consumer taxes: The 'Consumer taxes' shown 1n the
N.S.5. relate to %the taxes pald by the consumer due to the
possession of ra#io, cycle, car or the payment of municipal tax

etc. The N,5.8., however does not provide specific detalls
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on these items., Wwe have assumed that 10-204 of the top rich
people in the urban area have houses, lands ete., on whose
rental value, they pay substantlal amounts of urban lmmovable
property tax. Therefore, we have assumed that one-fifth of

the total tax 1s pald by persons, who are below Rs, 4,000/~
yearly household income, while four-fiftns of it is paid by
thogse whose annual household income is greater than Rs.4,000/-.
we have also assumed that the tax is not shifted and rests with
the tax payers. The one-fifth part of the total tax nas been
distributed among the various Iincome classes in proportion to

tue N.s.5. Consumer expenditure on ‘'Consumer taxes', Similarly,
tne remgining four~fiftns of tuoe total tax nas been distributed
among the various income classes in proportion to the N,.S.8.
Conéumer expenditure on !consumer taxes'. In other words, we
nave gone in for a truncated distribution of the N,S.8. consumer
e#penditure, namely - (a} upto Rs 0 to Rs. 4000 household annual
income and (b} beyond s, 4,000/=. The statements on the
allocation of urban immovable property tax, by income class are
appended to this chapter (see appendix tables 4 IV.1 to A IV.Q}
The procedure followed for all the years of our study is the

Sgne.

Agricultursl Income Tax:

agricultural income tax is a tax imposed by the
Government on the basis of the income derived from zgriculture,
The tax 1s levied at progrescive rates. 4s this tax 1s mostly

pald by persons, wWho own sufficiently large areas of agricultural
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land, wherefrom they derive substantlal incomes, we have
allocated the proceeds from 4gricultural ipcome tax, as
against the last three top income, classes of the rursgl

area - namely 'Rs 15,001 to Rs. 20,000/-' 'Hs. 20,001/~

Rs. 30,000' and gbove Hs. 30,000' annual nousebold income,

We nave not allocated any amount of this tax to urban area,
pecguse agriculture is not a predominant feature of urban
economy. In allocating the burden of Agricultural income
tax, we bave assumed that the tax is not shifted either
foreward or backward out rests with the payers. The relevant
statements showing the allocation of Agfticultural income tax
by various income classes are appended to tbéSQppan&EKCK?ki.

(see appendix tables A IV,1 and 4 IV.9).



BO*TLIZ e66°48l2 Te°Teel  5O°ggg 31038 18°39L 3E*666 98°6LL Lg*8st - 1Ea0g
LT*0)  (8T°0) (33°0) (32°0)  (g°0)  (g0°0)  (T0°0)  (T0°0) (10°0) xe3 A3zedoxd
32°0€ 0g*9l. g2°Ty 00°gg 05 6% 66 *%€ 89°2T 66°S el ea®Aowmy ueqxn °OT
: o
8v°2) (22°*9) (80°2) (39°0) (ez*0) (ez2°0) (62°0) (se°0) ﬁm.ov 833
B2y  (l*leg 09°Ige  26°6ST 5 all e Tve plegee  Te°0ee TIg°0g8  uopaBIysiloy » sdusyg@ *6.
- - - - - - " - - ‘ N&—H
awoouIl TeaxmTuotadv °8
2°0) . (93°0) (85'0) (g8°0)  (ge*0)  (gT*0)  (T0°0)  (T0°0) .
35° % gs*gy 30°80T Op°0L Op * OL gg8*e9ol 2v*el g8V - snuaAsy Pu®BT °L
6E°0) (6e°0)
L0°89 63 °ce - - - - - - - Xey 3J1) °9
80°0) (80°0)
6% *€l ®°9 - - - - - - - Xey armatpuedxy °g
z8°L) (28°T)
69°12¢ ge°.gT - - - - - - - Xey gjreem °%
e2°0) (€2°0) , o
821y 6l°® - - - - - - - £amp 21®3SyE g
greg) (I0°8) (89°3) (B8*0)  (CE*0)  (0€°0)  (€*0)  GH°0)  {(gv*0) .
L0998 98°'Te@ €8°T6y 00U°9® ge°T9 0B °TIe Or*elg 9% *q2h 6Lt xey uopiexodiod °z
. aang 1 puadxe
- - - - - - - - - pue amodur
uo soxwy Jeuio (q)
9°€) (¥8°L) (3°T) (g2°0) {20°0) {10°0) (10°0) (10°0) (to+0) xey uopgegod
BE*LPO  48°9.9 (B*663 GL'E9 ¥bee 22°1T 86°cT g2 *el €2 °¢ =100 uegy} JI8Yjo
SWOOUL uo Sax®el (8) °T
0005 T 0000 00107 0008 O0TF 000e o]0 e 4 U00L Xe} JO

~ToCe*sy -TO0E*sy -TOOL*Sy  =0°Sy uotadiadsaq coy°s

T+sy-TOOOT *sy ~TOOL°Sy -TO0S°SY -TOOp*Sy

TS~ ery Waun
FEET, oWooUI Aq PUe Xti JO A3099380 Aq ‘USDiTg XeI 393110 JO GOTIEOOTIV

EYALY TVl XIGNEddV




CeL-sthy om Av) Pwy oN * 4
, cxe) FUIYWT X
*aTqT31180u seaeOTpPUT {----) ‘%
*JJ0 3uipunox 03 aup Tej303 O} qﬁ ppe j0u fBW SuwMTod pue SMOI JO TE30} WS 3UL c
sfanp XBY SATQ08JJO 9U4 oI S$19¥dBIq UL Sexndld °C
*AI aoadeyn ug cmﬁmagﬂm £3oTopoyrem Jo STSBq oyl UO UOTABRIWOTED °T1 $3310N
Gs'91) (®°*9) (66°1) (82°1)° (20°'1) (99°1) (8s°1) (638°1) (26°1)
$g*0p9e (B*c60e Sp°clsl mm.mm& $PG°QLTS 99°09.26 G9°9%9T Ti°Lip  06°8T19 T®10L
(00°0)  (20°0) (80°0)  (20°0) (80°0) (20°0) xey fyxedoxd
L1*3T £9°%E $T° 0L 60°892 .48°982  00°9S% - - - aTqeAOUMT u®BqIf *Ol
Ce*1) (°Y)  (99°0) (£8°0): (#9°0) (39°Q) (39°V)  (92°0)  (L2°0) CED
Zp*e88  S2°GTE  $9°88C 90°GOTB 0E°.s6T 66°6chT TI'P99 98%26T  88°6bg  UOTABIAST3oy pue sdueqg °6
e itk mwaw,a uBgqan 03 PajBOOTIE JON ~emmmemm=ee=mo—- Xeq sweutp TBImTnotad¥  °g
(s9*0) {ce*0) (s2°0) (60°0) ' (10°0) {(=-==) |
p8* WL Te°PeT (B*°8s8 PH %€ 93°cT L8*S w - - anusAsy PuBT ' °L
(32°0) (23°0) . ” ,
g3  T18°8(l - - - - - - - Xey 3319 °9|
- - - - - - - PR - Xep oxmaTPusdxg »a‘c
{ce*g) (0e°3) . , _
2L L9°GLOT - - - - - - - xey ysreem °%
(g1°v) (w1°0) : _ :
98*'1e a6°3® - - $ - - - - - £anp a3eaSsy *g
(03°T)  €22°0) (B4°0)  (99°0) & (£2°0) (£4°0) (e2°0) @8*0) (s8°0) ‘
SP'p2e  09°'wEe  GL°EL9 ﬂ.m&& L9°PL22 63°F99T Te°09. 2p*BZ  9g°cse xe; uopzexcdion °3
L0°0)  (OT°0) (01T°0) (80°0) § €01°0) (OT°0) (OT1*0) (31°0) (21°0)  axmgppusdme pue
TO*ot ® gy Ue *26 m«.mmw 19°11e  66°432 9T°%0l (B°Ce ZI*6C  OWOodU} uo saxe; Joul0 (g
(85°0T) . (86°T)  (ST°0)  (Ur°0) § (11°0) . €1T°0) (11°0) T1°0) (1°0) xes uopaezodrod uvuj ,
0E°6032 86°G36 6£°2€T  80°v6Ef £z°ece  PPUe9e  LOBSIT  €3°%E $E TV I3U30 SWOOUT Uo S3XBL (B °T
N ot B 7 5 S 3 2 T
T00Tg ~ 000eTL 0000 000 0005 000 0008 0008 8%, Xeq *oN
STO0ST S =TOQ0T*Sd =700L°% =TO0gR -TO0F* =T00g*sd =TOUZ*E =TOOT*  =0°% 3o wor3diaosad 18

- - — -




*JJ0 3urpuniox o3 enp Teao5 o2 dn ppe jou ABw suumt

AL Jeadeyg up peujeidxe ASOTOpOUlSm JO STSEQ 2uU3 UC Pa3eIrOTED (I

*aTQIB IO 8
02 pu® SMCa

9L -51b]
S X

v g Ty e

9 T

*

~

»

ss3eoTpPUL f--=-=) (AT
y0 TBa03 wns ouy (IIT

*SogBy XBY oAT1DeJJO 9UL oI S3030Bxq Ul Seandtd (IT

P

(6L°2)  @e'e)  (66°T)

FL°1) (% °1)

M, e U AN s B . O D il W W TN B i

(16°1)

: 90N

-

(20°1)

(ge°0)

(g9 *1)

G6°GEYY LV L9S (05*6LLF 99°08hT8 69°8E3W8 L0°30LST Gv @008 28°6618  L3°80L

18301

prye—"—""1

@0°0)  (20°0)  {£0*0)  (BU'0)  (BO%0)  (1V°0) xey faxsdozd
PASAS £9 *HE P10 60508 L8'9E3  00°9sT - - - aTqBACUMT UBqQIQ *0OT
(Te°0)  {5p°0)  p* @  (k&°0) {18°V) @m.mv 1°0)  (80°0)  (65°0) e . 931
e 69RO S6°LOUL LB8*GUTE $e°Hwuot 91°8998 8L4°c06  92°36T  88°6F3 uoT1811518 %y pue sduwearg 5
- - - - - - - - - Xey suwooul TeamaTnotTad¥ °*g
Bu*1)  {86*Y) (gu0) KWy (estu)  (x0)  (1T°0) i .
923183 938°GsvT 99°66LT 8L*68rL 60°TI8T9 PL°TUTF €8°088 - - SMULASY PUBT °L
(80*0V)  (L0°0)
g3y  Tg*z0l - - - - - - - Xey 3319 *9
- - - - - -« - - - xeq samatpusdxges °g
(L80)  (24°0)
Numcmnmw N.@OWN.OH - - - - - - hd uﬁmp .ﬂp-ﬂwwg 0¢
(gue0)  (g0°V) |
98°1¢€ 26°® - - - - - - - Aanp aa®asy °g
(63°0) (©9°0) (19°0) (99°0) (°0) (e9°V) (19°0) (29°0) (2s°0) :
av°905  °GO00T ¥B°OsHT L8°3¥PL ET°698L 39°90® 3¥*e9shk 80°836T L0°0ge xey uora®rodro)ez
(L0°0)  (60°0)  (80°0)  (0°0) (60°0)  €E0°0)  (80°0) (80°0)  (TT*0) axnappuedxs pu® -
ve° b L6*EET  99°86L T9°6TOL £9°9L0T %6°0F6 G2°999 35°808  96°L% ameoutT uo Soxe I3uio (g
€0°%) (w°0) (01°0) (or*0) £Y1°0) €O1°0) (O1°9) (60°0) (eT°0) xe3 uopierodrod utyl _
9g°.6828 GT°930T ¢6°358 ¥U°SOTT €p°3T T19°990T £3°GSL 9E°962 9E°PS  JI9UI0 oWodUT uo 83Xy {8 °T
. ot NS S T 5 € ] I
mmmamt 2OTOST 0000 000Z 0005 00 5o 0008 OO X8 jo  °‘ON
¢ - ¢ = 7t =0 |, =0 Y -0 W -0 °*°SU_~-T00T°H -0y __uorydiaxosaq °1S



