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[ ’“he prmc::.pal c:bjec:L,,:t.re,D of he pre ent a*cu@y are e

: SR
(i) te hig l. hfz the ma:z.n evonts lnadin to ul’l@ preven% forn of

a;s. str c::uvw in T.ncn.a sinee 186(), (ii} to stress the .

d—

- corgorate
needs for 'z @t onalls ion and smpll;.ic cion ox he nr'ec*enu ta:r.. |
-stmze**ure and (iii) to find ov.t the .meb.ct of, corporaue \uaxatlon
or' coroorate Lehg,,v::.our in Indw.. ‘luim,,, the mam emnhagls in tbe ‘ -
study ha g been to urace the rolatlonuhln bemeg.n tae cor 3oratuj
t&:atlon and corporate. bphaw.our, ViZe, CO?UOT‘di-b nves,amenu, |
ccrno aLe ta sa.vmgs, corvno:c-ato liquidmy, :x..lc::.dence md gl"o.L.L-
"ili'izy- Howevery mportmce of cerporm.e Tas ,.:v.ulcm. in tshe OV GLm

J.J. m«mneua*f‘h in Imha has J.sc been s’cressed as a bacl:'griound

o:c ‘th.s study.

‘The main av'fi‘icui‘by with a sbudy 1i1;é this, 15 to
hcep m ack e"l"foh ’che chanwes Lh"l.'t :crequenmJ uake ’31»-.(33 in ta:»:atlon |
statute« of Indig.. As for- emple, there is ac lel{@.::i; one set 01 |
c}iamges An the tax 155;55'; évery ﬁ;e“‘ﬂ in the Anz_iual Iéinanée Ac u.[_-'
Again, more. often than no% Supﬁﬁ ementary- buﬁg}'eﬁs, :n ecific amends -

ments to naxa an pmmsians in the lm;e nl pﬁrioa «mc’i even ca:r*e-

cubive ingtructions from appropm.ate authorities bring changes in
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ohe taxatlon stutuue in India. ‘bThe main brovisioﬁﬂ ‘and chahves'
have been outlined in the suudy. Our main emnhasis in the study
1s co aamlyse the impact of COLPOLQ te taxation on curt&&n speeific
ujpes;of behavzour in the corporaqe sector in general_ana in tGhe
chemidal industry in particular. Tor GLhat we'had to depénd upon
the data, most tly ;1naacwwl from privnary and ~econdafv sources in
1n ag &re ative manner, which hwkqu stioWs Lne detaxls of tax bene-
fits availed of by'ﬁhe cdrpofaue sectore In the ngb way, when we
tt snpted fo-show ﬁhe inmpact of taxation.on'ﬁhe specific companiesgs

_..;

in the form of case studies, the ted amnual accounts of Ghe

companies iQr a nunber of’ye arsy have been consalted by us és,the
nain source matérial vhich also do_not reveal the gotavlé of tax
rbéhefits-under ditferent proviéione. , Of'courae,.we tried to
aaal se, within the re sﬁriCulong of date, the dot ile of tax
provmsiens and thelr impact on certaln behaviour of e few OuL@

Inaign companles like vOL A3, ABC & d TISCO,. So, lu can be gaid

\-o

with thls stady we bad to ”ﬁco s

cl- i
Egﬂ

'qhat another major difficul
the insufficisent availabi ility of appropriate data showing the
details of tax benefits relating to corporate sector in general

and the companies, taken as case study, in particular.

=
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- By studying Indiag ¥ have also attempted Go undsr-

-

otand uho various’ Dronlams of corporabe tazauion in an underde

‘loped counrry,' CReeently India h 5 been plﬂﬂud by tne United
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Nations in the category of c‘éﬁi-hlﬁusﬁrialiséd‘coml‘cl‘y. The. .
frequ@nt ehanges o.. the ua.;-stt'ucture "t‘ quality and qual 11;;.’(,3/,
have to a certain exbent reflected the g*oqu peing of a deve-
lon:wc’ 'coum;ry. o It ig well known that 'be'ing' undér deveiapeld the
'saylngs potential of this country is exﬁremely loﬁ¢ ' In the Mrst
Hive Year Plan the total,savings through fiscal and monetary
devices was' ar “ound  ‘per cent of ' the Hati ton al Incomes Therefor re,
it is Quiﬁé unde_abandable that the.mobili tion @f'savings wag

"Lrewolj poory nearly 33 jcars bacu. Z the Firg% Five Year Plan
the decisiQnuwas that the‘Public Sector. should be given more
importance in the de#elqpment plenning in Indig.-f Accqrding to the
1ovn afmission of the Tinance Ministeﬁfo“ Indié, the p%esent invegte
ment by the Covernment. hes e:ceﬂdcd e 56,000 cforeﬁ ﬂhlch was ‘
barely fse 200 crores in the beglnnlng ozltbe Eiveﬂiear‘Plahe This
,.is an @vi&ence, ir evi@ence,is‘at;éll hecessary,f%o_show‘ﬁhat the
| e@dndmy?s‘capfﬁal strueture has been heavily'biaéeﬁ ?5”tie Public
. Bector., This hbawy investment in the Public Sector is possible
'if there is'a change in the Fiscal structure forléhe adeduate

investment.in thet Sectors If

=
4}

- mobilisatlon of savings and

!

Friednan is to be believed that since the re«ourcc~ 0¢ a countzy

are limited Public Sectbr can only grow at the e Dhase ox the

Private Sectore Though‘this'is-taken Tto be an éxtremely CONSET=

Ul

vative theory the fact remoins that the °re. haa been freduonx ah

in the taxz-structure in India so that profits of the corporat




bodies arefadecmétély m"obi_lisgad.u_ It has been pointed §L1“‘G ‘by. m'. -
H;ﬁ. PalkhivalaQ‘anjoutstanding tax expert, in hi§ book, tThe

- ﬁi?h»st Tazed Nation'y that India ig one of the neaV1ly taxed

Jzation of %hﬂ TcrYd and boiqr.unde” eveTOpeJ it comp res verv’ =
unfavourably with most of the developed ccunurﬁes, 1like “we&en,
Frqnce, W.u.u. and Wegt Ge”muny..w.unis is a para dowical situmd ion
beeause being underésveloued we nﬁéd aalck industri&liuuujon 10“ o
“the counﬁ;*;as such but bulk of the 1nvcstm ¢ is- leO ted towards
Government enterprisess. . For tn¢ﬂ uhe‘necoes ary resources are
mobilised from private sector, mostly in'the form bf higher taxeg, -
which generally hinders quick iﬁdustrialiSation.:.:The study of
“&t&tiéﬁ structure in India m meay. nulo us o ando stand the: grobWGm
of development in an undcrdoveloncd countfy as uell

It w¢ll not be out of place to mote that recently

& uheorﬂ*lcﬂl dlgcus 1on has developed in the lite?aiure-which has

mnay ultimately inhibit the incentivés of growbth and Dotedu alities

T -

To quote Mre Ku Co Khamna, in his ar

1.
L

of the Private Sectors

_,f‘IAPQCt of the Budgeﬁ’s.a;)eared in Zhe gtauosman, Calcutta on

164h Harch, 1932 — ' apart:from uiscouraglng the ‘generation of
internal resources, ﬂLPh corporate Laxa ion hampers corporate
rnh, distorts the aebb_EQ 'ﬁy’ratio,:encourage-corporate extra~

va. gqnce, grodes integrity and shifts th@ corporate tax hurdens
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thereby militating against the consumer ‘and Iannlng ‘the flames of
inflatlon“ Mre Neo Ao Palkhlvala, in one of his addreSSGS'Warned4.
the Government that tayatlon beyond a certain rate. would be counJ
ter - " productive. Ln short, such school of thoughl is called
'supply side economics' where emphasis is given on'&ore production -
and supply rather than>on "équitable distribution" of weaith thfough
Publlc oector. In the countries which have siven empha31s on the
Prlvate Seror and have organised the 'taxatlon' in that Lashlon
| have a higher rate of growth than those countrle« vhlch con31dor
Publlc Sector as a key uo,deve;opmepp, ”Specix;clth+rd world coun~
triés which have higher pato‘ofvgrowth have all emphasised'thé role
‘of”private sector and the iméact of corporate tax iﬁ.such countries
,haﬁe been minimal. . In thls context olngapore, ang Kono, Brazil
méy bo'mentioned. Evans and Leiffer have. calculated to show thau
_where tax burden is low on the corporate sector the tate of econo-
mlc growth has been very high. It is in this contoxt on the }sugply.
‘side_economlco} Publio Sectquls Z?iticiood on groundS'of ineffi;.v
ciencye. It 1s alleged that bure7brates tend tO,fQPUS on process
rather than output. /Furtho;,the incentive:structdre of the Public
Sector always tends to be counter productive to the organisation's
mission. In this cootext it will not be out;oflplﬁ e to mention
thau in Nest Bengal only one publlc pector unit earns profit

(Brlck ﬂlln) and all other unlus under direct control of West Bengal -

Government'are running at a losss . ;t has boen egtimated that if
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Von_y Sp profit is available from the nubllc secuoﬁ unioa thare will
not he any need of dellcit Plnancing in Inaig.'» Ih fac India has
_peen caugnt‘Ln a vieious circle. | Public uectoﬁ is*running at a
’:huge losgs and in order to subs;gloe this loss, tax uunt be rai ~*d
from the Private Secuor and deficit financing must be resorbcﬁ to-
i.naace the dcve1ongcnual projects. The hlgh ra ue'oi t on pri-
vaﬁe corporate bodies.may ul, tinately prbve to be counter p”oducuwve
'and.may lead to a stagnation-ofltae Qconomy.mf’ﬁhélFGficit Tineneing
regérted to may lead to inflationary pressare._'ltljé necegsary to
stress that the average aﬁnual rate 6f’inflatﬁon viﬁca 1975 has been
103 in termg o? wholesale prwce and 1 g in erns of" rotull price in
Inﬁiaqu This high inflation 51@ CO—O:lCt°d w#th bu ke unemployment -

in The rural and urban sectors of -the econony.

‘In the diss ertstvon.hcqover we have. qot dlSCHSSLd Lhe

issue in terms of supply Qide 2Co om&cc Tee ueynﬁp ilan economics.

<c‘i~

We have me .t oned only some of the related issﬁés'in apter S I1X
and, Ive In Chlﬂter-L‘l (Gorﬁor’te Tax ““ructuﬁe in Indla) we have
atteapted to exa@ia» how far the present eoruoraﬁe tax strucua"ﬂ is
, ravional one from the perspective of growth and developmenﬁ,ox a
country lixé Inéi&; yie have tried to emphasiée thét,zhe pregent
jcornorate tax gbruebure in 1ndiﬁ is ewtremely QOJPllCQﬁﬁd and Tlsr
i llttle ccone of aca¢evinb bale mced econou¢c growth with the help

s

of this present ‘structure. There is a large .scope of misinterpre-




tation of the l&u’ ‘eomcc-tcd w’ch '»rldely - hmlc”i and- clo«ely helﬁ and

%

ndustrial and non-lﬁdustria~ Ln~ts.: ”artigr,‘we have shown that

unifo_?x_rg[, Cirres Dgc'tiva, of the 1eve1 Of‘ l.flCOl’i’le ’-*fOklld be @. betre?.

i3

prono iqn for. Lhe sake of Trowthfof both large qnd omaTl sectors,
small Dw uOl"S belng favoured by' ob hcr fiseca l and ﬂosl-msc'»zl ;wo,.ns.

Ag The sﬁoxi ilon of deorec1auvon allowunue is one . of the s&jor SOUL-

o
O

q of internal ”G?FfatTOn of Lund e trzed Lo h*giyli

ol

Lo

icacy‘of the pfesent forg of osp:ec¢a3*01 mllO”uﬂC Congidering

0{
|—-,,

the, pros and cons of the p”eSCPb COQﬁlLCQL 2 d 'deureclaﬁlon Lorms' we
sagg@sﬁed-to cohﬁinﬁc 'norma1 &e"“ec1aulon' onky and le other iLypes
like initial aeof;c1aulon, adaltibn al deprgciaﬁion;@Qxifaashift‘:
alibwénées and teruinal allowaq 5 may ie disncnseéfgith.' Meer a
careful vnudy of €en“ec1a?1on alTowance, we u;led uo emphavlwn the
'nOGd ;o“ 'dl_ blo Tiﬁl L OT such. a_lowﬂnce on each as~eu w1tn¢n
TIQLC& he compunlﬂs should havc llherty 0 operate. 5. That. will helé
[Lo ;everaue move fund @1La1n the camnany anﬁ wﬁli 1%3& to highér

f“owbh OL nauional bconomy.

L U@ ‘have rome 1ato LNQ gue icn,-i ﬂ,é °n*?yv1ike

‘ Indié, wﬂethe: xpltal iﬂccnblvo neasure llke lﬂVOaLLan wllsuangc
should be g ¢veq at all and if so in what mannmr, ~,ﬁe have tried to

shéw:that: she: scheme of 1nvhqumenu.m110wﬂn e is more invewtmenz
orientaa ana lcss employmunt J_LQQUCQQ +n@rexore we sL:cs«ed tne

need Tor employmenu linkapge with such cagltal allOﬂmﬂCG and uggeo-
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ted to extend the privilege of imvestment sllovance. to all the
capital assets and not mcrely to plznt and macblnch. We have also
tried To show that the presen corporate taxatlon.;s suei that |
egbloymept in all DrODabilltJb”ebg a reduced we ghfage in the whole

stﬁaouure.

It will not be out of place to point. out chat unemploy
-aenu in a dcveTOOInr count vy like India is rachsrjéncreasing Chan
decreasing. In India There are different varietieé of,unemployment
like digguised rural unenploymen 16, seas og“lAunemplb§ment, open rural
ﬁﬂploymcnu, open urbun uaenployncnt and ﬂls¢ulSvd urban unennlyy-
nment. It heg been noted by almost~al the aub horé'i India that
”hcve has been vremendous growth of '1nlormal sectérs“ 1ike howkers,
rlkshaw pullers, petty retallors, tallc:o angd concﬁéuction agents
vih‘éll thé cities and urbon arcas in *nci. Thls‘is paraaotiéal in
the sense'thaﬁ our tax structure is such that i% is noﬁ inherently
.conducivé to larger cmOLOJmenu. in thi -conuc t we have suggested

- A

how the tax structure can be changed so that more employment mnay be

generatad.
Je have also nobed that industrial structure in India
is heavzly COﬂC@nurqb”Q in few ﬂeuLOpO1lan area { 411 attemptis

to dlversify-and decentralise the industrial stxuctuﬁe to thse bocke
ward régions have proved to be futile.  In the Laxatlon Laws NO S8

rious ajtempts wvere made to define ‘backwardnesgs' bﬂchaso the

dezree of 'backwardness! was not delineated.  Different tax




benefits granted by the Income-tax iob for balahéed}gconemic gr&wtﬁ
in @ifferent backward regions are not concefned Witﬁ the’éégfee of
_backwafdness.- Some sugs eotions have heen put Torward for balanced
economié'growth." Whatever mnay ne the re&sons the industriai SLrUC
ture'in India h as Qot been vell disperged and consequer 13 che
Quallqtvc structu,e of t e uﬂ&efd“voiosed economy mas pergisted even
thn" 30 years or more of ‘nlanplng¢ rnerefore, we lare consﬁralned
to note thap;moaern industrialisation process has neiﬁhef solved the
mas sive unehployment pioilen in Tnm;z nor has actedfas a linkage be-
twean ruralﬂgrowth and urban affluence. - Many-réaépns'may be there

e

but the present tax structure ig one of the canses for this dismal

picturce.
In order to increase the tempo of development it is
accapted by all'that the plougihing back of profitwfby'business

Cz

units is absolutely essenzial. It has been noted that most of th
bublic enterprises in India are running at a hevvy loss. It is dx
this background vhe ploughing bhack of irofits is mo gt c%uciul for
the Private Zecltol. ,The tax struéture in India ié sﬁcL that su-

fficlent revention of profits and its re inventment may be a di-

fficult Dronosition for the nriVaﬁe corporate houle Higher

K

taxes may cud to lower reﬁenzlon and for any develonmenﬁal jriedal

2

gramme the companies may,nave to depend upon e"”ernal agzgnecles

rather than on intermal resources to a great eyuent. Increasing
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cost of debt - equity will lead %o lower disposablé prbfits.fof tax
burposcs resuLtlng lower collection of revenue by'the ExcEEQuer..So
higher taxes neither improves Covernment@ ‘revenue earnings nor

helps the' corporate bodies in their owth and . e: ueD sions Ue have
tried To suggest some means through which furuher 7ﬂVO°Emeﬂt by the

comntnie« *humvelvcg may be facllitabed

From the Suu&J we have’ noted that for the day to day
management of uhe companies - gnd To-meet.the-maouring obligétions
sound working capital p051tion 13 required. in ohls conbtext the
place of ‘'liguidity' is very Jmportaut. We h&ve analbsed the
liquidity positlon of 1720 medium and large public llmLUed'chpanies 
-(non.iinancﬂal, non-GOVernmont) covering 25 indus trlus with the
helpvof data Dubl_shed by ©The x@sovve ank of dha; ’ﬂe have appe-
lied dlffcreuu conventional'ratfos to measure the llqumg;ty of tte
industries. Liquidity position reflecting as a rauLo of current .
assets bo current lLiabilitieg of t the 1720 companme does not come im
clsse proximity ofjthe."standard.norm" of 2:1 for any of the years
under sovudy. Ve have emphasised that the present tgx system 1s such
hat it ig bound bo give rise to lower liquidity. This lowering of
liéuidity has quaiicativelv changed tﬁe néture of hana"ﬂmenb nf the
corporabe sectors In most of the cases thers ig gn increasing
Tendency of debt - equivy ?atios, This tendency leads to over
dependence onAfinancial and lending institutions of Covernment of

Inﬂi This has its inherent hazards. The Financlal Ingtitutions

!




expand or regbrict credit on she’basis of the nature of inflation in

Indise Ihe inflation in India is the result of many factors like

o

structural bottlenecks, deficit £ inTHClnﬁ, eurrency exnans¢oh, supply

lnrelasticity, agrileuliwral stagnation and natucal calamities. In

£

otherwvards, the credit policy of the Govermment of Indla is deters

.L.

mined independent of the Liquidity needs of the corporate sector.

+he policy of contriction of credit may lead %Yo a crisis situation
in the indugtrieg under private seétore A literature has grown up 1o
tiig conbext to shau‘thé one of the rcasons of the 'sickness' is the
absence of sufricient liquidity or dearth of working capital in the
private sector. For example, in the tea sector about 40 out of 96
arjeeling H11l area and nearly 50 out of
150 in Doorg area are ;_ck mainly hecauge of dearth of liouldity at

they crucial noments. In the Chapter IV ~ Impact of Corporate Tax

(n the ouhernand, cu,'o»sly eaouglh,
ratios of wnits under public manageﬂeat are generally higher than th
standard aorm of 2:l.  For exemple in our study o
nicals Cerporavion limited, a Yarge-s;zed'Government-cnemical COmPany,

(Chapter-V) we have found that in all the years under study tae



| o L 338
ra@ios reflected more than 2:1 and even . more Lhan 6:i in the years
19?9-80 and 123 ;81. Thou&h accunulat ion of invenuorles had becn
shown as the marn reason i'or such unwarranted high liquidiﬁy POsi-
tign, but'acid test ratio,’ often reflecting 'true liquidity! seeus

; 2o
toibe a.lso subst ially nigher ’“‘wn uhe norm ox@ 1. hereas our

i

-study of" 1720 comuan;es COVG”LH? 25. 1ndusnrles in ﬁﬁe non_uovernnent
r

sector reveals that tue llquldlty ratlio has never Eouched the cru-

Fel

cial & aﬂd"“d_of 2:l.. O course, in our\siudy-OL.iata chenical

}

co? a1y 1n the Private Se CLO?_Til idity »o ﬁlon se @ms to bhe satils-
{ . ' ’
faétorv and moving around 2:1 in a 11 the years undcr study. Thag

means in reapect to working capital there is a prccess OL dechobo-

i
3

i1i' ti 5l

ioRe ’neunO“ ths d?chouomy is healthy for th e gro owth of a
couptvy may be'a SUbJGCu of debﬂte.,- However, we hﬁve pointed oub
iha* the low quuldity in the Private Sector nay leaT to fslﬂknpss'
n that seetore (n the otharbqnd Lhe high llquldl oy vaulo in the
Pﬁbﬂié Séctor may lead to_ca?elessness, mismanagement and maladmi-
nistration. 'High liQuidit3 means unut111sed cash or near-cash

itens. If such 71quﬁd assets are being properly ut 1lised then

'

that would help the econofy by xpansior, lAJFOVGmeAt and higher

productivity. ‘

One of the lﬂpo:t“ﬂb features of the industrial

environment in India is nader cvuaci ty or low 1ewl of capacity
b

utilisation. It has been esgtimated by the I.Dngl. of elght
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year perlod from 1970 to la78 Lhau the avevage«capacity ubilisation

.is only 53,57 in basgic 1naas ”ics angd 64.4p in the ca)ltal gaods

in&ustries and abput 75/ in the congumer goods indmstrles. In the
basic indusbries the capacity creation is 1ncreaomng @ 6465 Deas and

in case of capital goods indugbr ies @ 9o_ﬂ Dede and in consumer goods

industries ab about 6/ peas’ Therefore, we have to oxpla in a given

b ]

&3

ecf, namely t 10t the pro:

0%

:ress of capacity ucullsaqlon is not increaw

slng whereas capacity creation.has increased at‘an-average rate of

6 to 105 .., In this context we have poznubd out’ Ll at there may he

gb

FR

mber of factors for the Low level of capacity utglis tion but the
vresent corporate tax structure is no less importants - The system of
tax incentives like investment allowance and,depreciation allowance

is.such that capacity creation, irrespective of capa Cibj uvilisation

is pro iuable from the view point of corporate ~nvn3umcnto We have
polnted out in our fhesis (Chaptes - 1V), that the present system of

iﬂvestment allowance 1s heavilydldéﬁed ﬁowafds'dapacﬁty‘creation
wi%hout eithar emplbymenﬁ creavion or increasglng proﬁuctivity. This
trend in product ivity ﬁay'ultimately lLead o further;aggravation,in
T he fe:rj.st:?.ng inflatlonary poténi::?.ai of a develo_ping :g:ozmtry. “Whis
‘conélusion however shouid be modified because sometﬁﬁes under capa-
ciﬁywof.the inﬁustries>are al so, unc result of the snoftage of power,,
coai, raiiway'xﬁ"ovs>ana agrregsive trace'unibﬂisme 3 Hoyever, in’

‘this context of under capacity of uhe In6¢an iﬁuU” 1ies tax stric-
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It has been alleged that the Indlan indugtries are

- heavily concentrated in the hands of a fews The nature of concen

G

3

ation’of this indust:iai“stxugture has been wildely discussed in
- . /7 . J

Porliament and oubside. A voluminous literature has grovn in thisg -

~context and various Government Reports like Mahalanbbis Report,

g

‘Dut

ok
£
kS

wunltteels wé{érﬁ etc., have quantified the_nature-of,cdncéng
tration in Indian industries. "?fdf.'Jagadish Bhagwati has pointed
out that the lwccn iang pélicy ot the Covernment of'india:is directly
responsible for this concentration.. Varisus other wripers like

Dre liamjoshi and Dre. Ae XKe Chowdhuri have shown that the Governmenb

poiicy regarding'inpuﬁ.supply, institutioual»facili%ies andveven |

caéte system are resoonéible for this t&ne bf concentration. sSut

' va"? few others iave tried to explain LﬂLo COHCCQEP&Elon OL_UO&lth

i NS

e of the study of the. corporate taxation. ﬂe-have aster-

}_'..
B
o
o
H

tained that bigger,comfanies having paid-up capital of fHe 25 lalhg
- D 9 & & d

‘and above, enjoy higher Lax incentlvesy higher invéStment in fixed

asser, ndgher profitapility and lesser incildence o? tax, e have

also noted in our study of 220 companies in 31 ivate corporate

-iant comp nies aaV1n~~~n¢erunonz of e 80 crores

[%)
{.)

sec¢tor that the
and above in total agsets have talken the greauer ODDO“tOQL(iCS of
tax incentive schemes rcflecting the 1owest rate of tax incidence

(chapt@r~IV).' The p*eseau corporate tax SYS ven iS‘SuCh that 1%




341

present tax structure also helps in concun.r&ilon of Uealth in the
hands of a few. Wnat means the conmpanies oner ating und T small

scale are at a dlsauvantageous position in respect to L@x savings

by avalling of different gtatuiory benefits under the &cts

It has been nobed by economlsts Like Kuznet that the

development procéss in almost all the underdeveloped countries has

;.CJ

led to higher inequality of income. ~This famous theory is lknown as
.hwm%MiW'stmihmwmimmu&ﬁycuW& This curve shows enpi-
rically that the rich gain Q“ODO“LLOAQ ely more from the progress

than the poor. This 'U' shaped curve

¢

-

ebs relevance in the back-

ground of our gbtudy when we come Lo a conclusion thatche taxation

l-J

structure .in our country is such by which there has been an inter-

ct

sectoral ghift of empbasis from small companies to large companiesa

erafa

-1
—
5

e, our gstudy highlights the problem of p rivate cdérporate

sector in the context of a de volovlng country.

' - In the pixed economy of India Public Sector is given

* )
;.x.
<
o
C‘I-
]

more importance vhan the Pr -Soctore Bub most of'the undertaiings

under Public aector_are"running a6 o Losse In de Lo compunsa

are rannlng at & Low capscity utiligauroq 1evel, Ebis ls surely

soing to affect the total broductivit r of a count: Ty - end it is well

oo

knoun to - all that a countrj is poor becauge iLs Jrouact1v1uy is low
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This nas,hovever nob p.‘f.‘E}VC'l’Cul the growth of cs acity creat ion in
the Private Sector.  Again, this has nob resulted_in higher
employment. "Eizrtb_er cmiﬁetition has been 'thawarte& out by a tax
stz‘;;cjs_uré becau.sé wae bé;ﬁei‘ s cair be eqao,fu,d betue'ﬁ vay by larger
mri.lts vhan the. unaller unitse Iu is m_dely accep ed Lbau in a -

vasu country like Indla, Cl"‘CGTluI‘oli aﬂsion of. lD.CtuSole-_ structure

nd O:inOY"Tl"’D'L cregi;.t.on for t‘le o.ne qnloyed are .z.ajor congiderabions

) ]

of our developmental strategy. "uur «~tuoy «hov that these objec-
tiveg may not be achieved within the existing cor vovnaz,e_td_ ghbruc-

ture in Indiae




