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Chapter 13, which appeared in The Taxpayer’s Stake in Tax
Reform published in 1968 by the Chamber of Commerce of the
United States is essentially a straightforward exposition of the
principles underlying the taxation of value added, together with
a modest plea for its consideration as a permanent component
of the United States tax system. This is a modest plea because
the arguments for a value-added tax are much stronger when it
is viewed {as was the case in the European countries, which have
by now largely shifted to the value-added tax) as a substitute
for a preexisting turnover tax than when it is viewed as a
wholly new component of the system.

As Chapter 15 indicates, I place only small weight on the
possible beneficial effect of a value-added. tax on the balance-
of-payments position of the United States. Its principal benefit,
I believe, would be as a potential source of increases in revenucs
when these are needed in a hurry {as was the case, for example,
in the Korean War) and as a highly responsive instrument of
flexible fiscal policy in the short run.

I have encountered no arguments against the value-added
tax in the above terms. Rather, its opponents seem to have
concentrated their fire on the likely regressive incidence of the
tax. On this matter no issues of economic analysis are involved,
but only questions of values on the one hand and political
Jjudgment on the other. On the value side, I share with
opponents of the value-added tax the belief that the tax system
should be progressive. But I would argue that judgmeats
concerning progressivity are more relevant when applied to
the whole tax system {or even better, to the whole tax-
expenditure system) than when applied to each component
separately. A tax system can have some substantial regressive
components, and still be quite, or even very, progressive over-
all. This does not argue in any sense that there should be
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regressive components in a tax system, but only that where a
particular tax (like the value-added tax) has very substantial
advantages of its own (neutrality with respect to resource
allocation, easc of administration, flexibility with respect to
changing revenue needs), the fact that taken alone it is some-
what regressive in its incidence should not be taken as a
decisive argument against it.

Here is where the issue of political judgment enters. If one
views the ultimate incidence of the tax system as the product
of a series of historical accidents — first one tax is imposed,
then another, then a rate structure is changed, etc. — the
addition of one new regressive component (in this case the
value-added tax} will automatically make the system as a
whole more regressive. This is the position taken by a number
of opponents of the value-added tax.

On the other hand, it is possible to take the view that the
political and social climate prevailing in any given period
largely determines the degree of progressivity of the tax and
expenditure systems, more Of less independently of the
particular components making up, say, the tax systern. Thus
the imposition of value-added tax could be accompanied, or
reasonably shortly followed, by either an increase of the
exemption level on the personal income fax, or by a closing of
some tax loopholes that benefit mainly the higher brackets,
or by a variety of other devices which would tend to preserve
the progressivity of the overall structure, or to make it reflect
changing political pressures and forces much as it would have
done anyway, even in the absence of a value-added tax.

1 do mot have very firm feclings about which of these
alternative sets of political judgments is more nearly correct or
relevant, but my leaning is toward the view that the overall
degree of progression is determined in a fashion that is largely
independent of the presence or absence of any particular tax.
Certainly I can say that it is when I more or less explicitly or
consciously accept the approximate validity of this view of the
political process that T feel most easy and comfortable in
advocating a value-added tax for the United States.

Chapter 13

A Federal Tax on Value Added
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5 percent of value added at each stage of the process, it would end up having.
collected, in separate stages, 5 percent of the retail value of bread. It is an
unduplicated tax in the sense that once tax has been paid on a “part’ of the
economic activities involved in producing bread, that “part” is never taxed
again in subsequent stages of production. '

The principles reflected in ¢he above example of bread apply equally well
to other products. Of the final tax of 5 percent of the value of an automobile, a
part would have been paid by coal mining companies, other parts by steel firms,
by tire makers, by glass makers, by copper companies, €ic., and finally the
parts corresponding to them would be paid by the auto manufacturer and the

dealer. Of the final tax of 5 percent on meat, a part would have been paid by

a part by the cattle-fattener, a part by the meat packer, a part by .

the rancher,
the wholesaler, and a part by the retailer. If the tax were fully general, and
¢ would end up having taxed

struck all productive activities in the economy, i

away 5 percent of value of the final goods and services produced by the private
sector of the economy; in other words, it would have taken 5 percent of the
private sector’s contribution to the Gross National Product.t Each business
firm would have paid tax on its contribution to the GNP, which is simply the
difference in value between its output and the costs of those materials and
intermediate products which were purchased from other firms for use in making

that output,
xamine the relationship between value-added taxes and other,

Now let us €
morc familiar taxes. The value-added tax just described, which is called the
s tax of a very general

product type, is most closely related to 2 retail sale;
kind — so general as to cover all goods and services acquired by consumers,
plus all acquisitions of investment assets by business firms. The valuc-added
tax strikes all final goods and services produécd by the private sector of the
cconomy, while the fully general retail sales tax strikes afl final goods and
services acquired by the private sector. The differences between the production
- and the acquisitions of the private sector are of two types: (a) sales to the public
sector, and {b) transactions with foreign countries.

With respect to (a), these sales would be taxed under the value-added tax
bly exempt under the sales tax. The difference, however, is of little
ment. If the public sector were to pay tax under the sales tax

1d also receive the revenues in question; there is thus no
pays and

and presuma
practical mo

alternative, it wou
bhasic difference between the situation in which the public sector

receives a b percent fax on the final goods and services it acquires, and that in
which it pays and receives no tax on these acquisitions, The only point at which
the difference has relevance Concerns the different levels of government. Under
a federal value-added tax, state and local governments would in effect pay tax to
the federal government o1l their purchases; under a federal final sales tax, these
purchases would presumably (though not necessarily) be exempt. Thus, while
the situation of the public sector as 2 whole is the same under final sales and

uct type of value-added tax,
alent {0 a tax on some
{ the income and con-
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distinction is whether the payments in question were made to other firms
covered by the system or not. If they were, andif the 1awis appropriately framed,
they would already have entered into the calculation of those firms as part of the
value of their product, and the other firms would have been liable to tax upon
hem. The general rule, then, is that all receipts from the provision of goods and
services (including interest and rent receipts) are included in the value of pro-
duction, and all payments to other entities within the value-added system for
materials or intermediate goods and services (including interest and rental
payments to such entities) are deductible in the calculation of value added.

When a general value-added tax of the product type is imposed, covering
the whole (incorporated and unincorporated) business sector of the economy,
then, the principal components of the tax base are (a) profits,® (b) wage and.
salary payments,® {c) interest and rental payments to. individuals, (d) indirect
business taxes (other than the value-added tax itself), and {c) depreciation
allowances. Together these add up to the Gross National Product generated by
the private sector of the economy, so long as the tax is indeed fully general.

When looked at this way, the tax often gives rise to the question of whether it is
fair or appropriate to include indirect business taxes and depreciation allowances
in the tax base. Without going at this point into the issucs involved, let us note

that the standard, garden variety type of excise tax in effect is levied on the base

of all of the above items plus the costs of materials and intermediate products

(including whatever taxes those COStS incorporate) ; hence there arc no grounds

to justify our being shocked at having depreciation and indirect taxes included in

the value-added tax base. Moreover, their inclusion in the base is not a necessary

partof value-added taxation, but rather the distinguishing feature of the product
type of value-added tax. They can casily be climinated from the base by allowing
firms to deduct them from value added as defined for a product-type tax, before
arriving at the base on which their tax will be computed, Doing so, we convert
a value-added tax of the product type into one of the income type.

This is perhaps the clearest way to conceive of what is meant bya value-added
tax of the income type — as simply a valite-added tax of the product type, ad-
justed so as to make depreciation and indirect business taxes (other than the
value-added tax itself} deductible. Tt is-important to note that the income type
of value-added tax does not correspond to a tax ont business income, bat rather
to one on all wages and profits in the business sector, plus interest and rents (i.e.,
the income from capital other than profits) paid by that sector to individuals.
These items, for a fully general tax, would add up essentially to the national
income genc}ated within the private sector. The tax with which a value-added
¢ax of the income type can most directly be compared is not the corporation

profits tax but rather the personal income tax. Tn effect, the income type value-

added tax is stmply a proportional income tax on all income generated in the
~ economy, with an exemption for that part generated in the public sector. And
since, as indicated before, there is precious Little difference between the cases in

2 Sales, and therefore profits, should in principle include goods “sold” by the firm to itselfor its
owners — €.g., inventory accumulation or withdrawal of part of the firm's product for con-

sumption by owners.
2 Including payments in kind.
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the wheat simply disappears. And if the merged firm were to acquire the farmer’s
enterprise, his tax too would disappear, leaving only the tax on the bread.

Not only does turnover taxation give obvious incentives to vertical integra tion,
but since not every firm is in a position to become vertically integrated, the
system turns out to be one in which the bread produced by ten different bakers
will in all likelihood have borne, per dollar of final value, ten different amounts
of aggregate turnover tax. To the incentive to integrate vertically we must
therefore add the inequity of differential taxation of the same product. More-
over, a bakery which is unintegrated may for want of a better partner integrate
with a high-ecost mil}, paying somewhat more to produce flour in the mill than it
could buy the flour for on the open market. This is uneconomic from the point of
view of the economy asa whole, but may bea worthwhile move from the bakery’s
point of view if the extra cost it bears producing its own flour is less that the taX
it saves as a consequence of being integrated with the mill. Thus tax-induced
inefficiency of production may be added to the charges already levied against
the turnover system.

Under the value-added tax, by contrast, it makes no difference what the
cconomic structure of production is: a dollar’s worth of bread will in the end
pay the same tax. The tax incentive to vertical integration disappears, and with
it the inequities for those who cannot merge and the inefficiencies introduced
into the operations of some of those who can. Given the fact that turnover taxes
in Europe have tended to be quite general in their coverage, making their
disadvantages well known and their discriminations widely suffered, it is small
wonder that value-added taxation has developed its ‘strongest support and
gained its strongest impetus there.

Tn the United States, Canada, and the United Kingdom, the turnover tax
system is and has been essentially nenexistent, and the value-added tax has
been viewed either as a substitute for selective excise faxes oOr as a partial
substitute for the corporation income tax. Sclective excise taxes on final products,
which are the type that have prevailed in these countries, introduce a discrimina-
tion at the consumer level against the taxed commodities and in favor of those
not subject to excise taxation, and within the group of faxed goods against those
subject to the higher rates of tax. Fconomic inefficiency results, in the sense that

a consumer willing to pay $1.20 for an itemn whose price net of tax would be
$1 is denied access to that item if because of the tax its prices is $1.25, even

though he pays only $1 for a corresponding untaxed item. The welfare of

consumers could be improved by shifting resources out of the no-tax industries
and into those subject to selective excises, but the existence of the tax essentially
prevents this reallocation of resources from taking place. The way fo bring

such a reallocation about, at no loss of tax revenue, is to reduce the highest rates. &
of excise tax, introduce low-rate taxes in goods mot yet subject to tax, and

perhaps raise the low-rate excises as well. In the process of doing this, the

economy would be moving toward a general flat-rate tax on all final consumption

goods, which as we have seen is equivalent to a general value-added tax of the
consumption type. Such a tax is not discriminatory as among the different items

consumed. Under a 5 percent tax of this type, all consumer prices contain a tax. -
nt over cost — regardiess of what the consumer buys, he
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income tax to a value-added tax offers the potential of stimulating
exports and discouraging imports, and thus improving our balance-
of-payments position.

Let us consider these arguments in turn. First, as an emergency measure to
accommodate an unforeseen increase in government expenditures, the value-
added tax has the great advantage of neutrality. The selective excises that were
imposed as an €mMErgency measure during the Korean War were highly
diseriminatory, producing @ highly unequal distribution of the extra tax burden
they entailed. Moreover, although successive pieces of legislation provided for
the. automatic expiration of the selective excises, subsequent events led to the
at of their expiration, so that until the ultimate repeal of

continual postponcme
most of them in 1964, they seermned well on their way to hecoming a permanent

part of our tax structure. I believe that history demonstrates that there is more
than a fair probability of emergency taxes becoming perimanent; consequently,
the more attention that can be paid to making them worthy elements of the
overall structure, the better. The value-added tax wins hands down against the
Korean War excises on this criterion.

The disadvantage of the value-added tax as a temporary measure is that it
would be an entirely new element in the tax system. The administrative

s of putting it into effect, and of reaching the great numbers of tax-

problem
pay if the

payers that would be involved, seem quite a formidable price to
system is in any case not going to last. As strongly as 1 advocate the adoption of

the value-added system in the United States, 1 doubt that T could favor its

adoption if T know for certain that it would last no more than two or three years.

Ifit had, as I believe it would have, a substantial probability of lasting longer, 1

would readily argue forits adoption tomeetan apparently temporary emergency.

PBut — and this is the most important point — if the tax were once introduced
into the permanent structure, it would be a natural vehicle for meeting the
revenue requirements of temporary emergencies through changes in rates. In
this case the administrative problems of setting the system in motion would be
faced only once-— thereafter the merits of its neutrality and its broad base
{which implies that substantial amounts of additional revenue could be met by
¢mall increases in the rate of tax) would dominate.

“The second prong in the CED case for a valuc-added tax is the long-run
argument that 2 substitution of a value-added tax for part of the corporation
income tax would enhance the cfficiency of the economy. The corporation in-
come tax is an exceedingly discriminatory onc: It strikes the income from
equity capital carned in the corporate sector of the economy, and thus discriminates
against the corporate sector generally, while giving firms within that sector an
incentive to bias their financial structure against equi
and discriminating against the more venturesome and risk-taking firms because
the market provides them only limited access to debt financing. Apart from these
discriminations among lypes of capital, the corporation income tax creates
incentives for the corporate sector to use less capital relative to labor than purely
economic considerations would dictate. As the GED report states (p. 27) “A
value-added tax, on the other hand, would be neutral, as far as-any tax can be
ncutral, among forms and methods of doing business. By taxing the income
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deflation under those circumstances as it has in
the conclusion that the likely result of the imp
would be that the general price level would r

but that our export prices would remain essentially constant owing to the rebate
of the tax at the border, Likewise, there woul

d be no incentive to shif demand
away from domestic goods and toward imports because imports would be
subject to a countervailing surcharge of 4 percent at the border, and their prices
would rise in step with those of U.S. products in our own national market. If
this is the course followed by our moneta

ry authorities, then, the imposition
of the new tax is unlikely to have any perceptible effect on our balance of
payments,

general in the past. This leads to
osition of a new value-added tax
is¢ by the percentage of the tax,

Where the value-added tax is introduced as a substitute for a part of the
personal income tax, more problematical issues
should be willing to accept a 4 percent reduction in their money wages (or,
what amounts to essentially the same thing, a wage reduction of 1 percent in
place of a normal 3 percent increase) in return for a reduction in income taxes
of corresponding value to them. If this were the case, domestic prices could
remain the same as a consequence of the simultaneous introduction of 2 value-
added tax, and export prices could drop by 4 percent, with a corresponding
improvement of our balance-of-payments position. But I doubt that this would
happen. In the first place, organized labor is not likely to placidly accept such a
tradeoff. Perhaps the wage increases would be less than normal if income taxes
were simultaneously reduced, but T find it highly implausible that there would
be full reflection of income tax reductions in a red
Place, a fairly large segment of the labor force pays little or no income taxes, A
policy of general wage reductions to reflect the reduction in income tax collections
would leave this group clearly worse off, and give rise to a strong center of
political opposition to the tax substitution scheme. I conclude, then, that the
value-added versus personal income tax substitution might lead to some improve-
ment in our balance-of-payments position, but that our exports are likely to have

a significantly smaller price advantage than the percentage rate of the value-
added tax,

arise. In principle, workers

uced wage scale. In the second

Finally, I come to the balance-of-payments effects of a shift to the value-added

tax at the expense of a part of the corporation iricome tax. This tax switch would
favor the corporate sector vis-a-vis the nonco

sector products would tend to rise in price,
added tax, while corporate sector produc

rporate sector. Noncorporate
reflecting the newly-imposed value-
ts would tend to fall, because that
sector would gain corporate tax relief equal to the full yield of the value-added
tax, while it would be called upon to pay only its share of that yield under the
value-added tax as such. It is not clear that corporate-sector prices would fall

immediately, but the greater profits generated by the tax switch would give an
incentive for corporations to expand output, and as output in fact expanded,
the price fall would come about.

‘The substitution of the value-added tax for a part of the corporation income
tax accordingly has favorable balance-of-payments consequences,

if monetary
Policy is assumed to be unaffected. As import prices would rise

by the full

. bercentage of the value-added tax, consumers would shift some of their demand.
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from imported goods to substitute commodities produced by the corporate
sector. On the expoit side, the prices of corporate-sector products — even
" including the value-added tax — would tend to be lower than before, and the
rebating of the value-added tax upon exportation would either make their
foreign prices fall still more or else give companies a strong profit incentive to
expand the quantity exported at the same price through sales promotion efforts
in foreign markets.

Tt is clear, therefore, that of the three alternatives we have explored which do
not entail reductions of wages and other costs, the present one is likely to have
the most favorable balance-of-payments consequences. But one must be careful
not to exaggerate these effects: even in this most favorable set of circumstances,
the balance-of-payments benefits to the United States would be significantly
smaller than those of a devaluation of the same percentage as the value-added
tax. That is to say, a value-added tax of 4 percent cannot yield as great balance-
of-payments effects as a 4 percent devaluation. I am afraid that many of the
proponents of a shift toward indirect taxation as a measure to improve our
balance of payments have greatly exaggerated the likely benefits that would
ensue. It is quite possible, as was indicated earlier, that internal prices would
rise to reflect a new value-added tax; in this case there would be no perceptible
halance-of-payments effects at all. And even in the favorable case just examined
the effects would be small unless the value-added tax carried a rate significantly
higher than 3 or 4 percent. It should also be noted that the higher the rate of
value-added tax, the stronger would be the political opposition, mentioned
earlier, to having its revenue consequences offset by a reduction in the cor-
poration income tax rate. ‘

1 come now to what T believe is the most important advantage of a value-
added tax: its potential as an instrument of flexible fiscal policy. Economists have
long been aware of the power of fiscal policy as a means of influencing the
general level of activity in the economy and of averting untoward movements
in the price level. Volumes have been written, and an untold number of speeches
made on this subject, yet precious little has been done. The source of the
difficulty is, I believe, plainly and painfully evident. It is now nearly a year
since the President called for a tax surcharge, and in spite of the pleadings of
'Administration officials, the bulk of the economics profession, many enlightened
businessmen, and the Federal Reserve itself, nothing has been done. The last
great fiscal policy move made by the United States — the tax revision of 1964 —
came at the end of nearly two years of Congressional discussion and debate.
With this kind of Congressional delay, even the idea of a flexible fiscal policy
seems utopian. C

Obviously, there are many reasons why Congress has been reluctant to accedé
rapidly to Presidential requests in the fiscal field. The Constitution places fiscal
powers in Congress’s hands, and our legislators have jealously guarded them.
The assessments of Congressmen and Senators of the need for tax changes may
differ within each body, giving rise to extended debate, and the majority view of
Congress may differ from that of the Administration, as may be the case at the
present time. ‘These problems are obviously not going to be resolved by a new
tax gimmick, and it would be foolhardy to claim so. But T believe that having a
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value-added tax in the system would
policy, for two reasons.

greatly facilitate the flexible use of fiscal

In the first place, there are man i i
when a proposal is made for a speiig?;z;) i?iir;imegs t}tls o vl s th,
Congress, groups that fecl that a change ought togbc: m::g:: u;‘infe cmerge, in
type — 'changing exemption levels rather than rates, making’ the (:)h eerent
progressive or less progressive, etc. Moreaver, when an adjustmingtes £ the
personal income tax is contemplated, political considerations usuaiin c;)' o
that a change in the corporation tax rate also be made giving rise to 2{ blCtatc
_to h'O'YV the benefits of the tax cut should be distributed b:atwcen corpor. t'e o
individuals. Small wonder, then, that when it examines possibile) iri:mnS o
changes, Congress takes a lot of time! In contrast to this situation, a C}(l);n o in
the value-added tax would in principle only entail varying the rat’e of t ng’;‘llln
'Pandf)r_a’s box of alternative possibilities that emerges when the income ?:: s at
issue s totally avoided; and it is only reasonable to suppose that Congress vor ?c;
be able to act with much greater dispatch. As a general tax at a low rgate szou d
broac_lly by the whole community, the value-added tax is therefore 2’{ i
ccandidate as the preferred fiscal instrument for countercyclical mani ulpf'um3
Moreovler, the insulation from politics provided by its generality and niuta ll(? ?
Ifaal.(es 1t again the obvious vehicle for Congress’ granting to the P !:?11 ¢
limited discretionary power to change the rate of tax pelionl
purposes.

T:he second ground for preferring the value-added tax as an instrument of
flexible fiscal policy is the administrative simplicity with which its rate ecnc- 1(::1
be _changed. Taxpayers could simply be instructed to change the rate of :1
V\fhlch'thcy applied to the value added calculated on their tax returns, E .
cially if .the tax were of the consumption type, thus requiring no de re'ci ?)C-
accounting, it would not be a serious burden on businesses to file. sa ¢ u at 1Dln
tax.returns, and in this event a decision made within any qua’rte: ,t(g a;; e
the rate of tax could already have its effect by the end of that quarter e

From this analysis of the issues involved in a federal tax onqvaiue a;ddcd I

3

ﬁn(_i' no reason to modify the conclusions I drew in an e
subject:

for countercyclical

arlier paper on the

In- sl,um', the value-added tax has consider;blc merit as a’ revenue-
raising devi.ce. It is admirably suited as an instrument for achieving
emergency increases in tax revenue, and it is also an excellent tool in
framing a flexible and countercyclical fiscal policy. A low-rate tax
on value added, preferably of the consumption type, could therefore

be an important addltl()n to our chelai tax system ‘:."iﬂ enge IQ()V
Y .
) ( i/ 5¢, 'JI

THE DESIGN AND ADMINISTRATION OF
A VALUE-ADDED TAX

Vagltt;g(r;; r::(](;; 1ss;1(;ebcgnf(:crning desigl_l and administration is whether a
s ded tax o ould be o the product, income, or consumption type, T feel
e elming weight of the arguments on this issue favor the con-

ption type of tax. Under a product type of tax, purchases of materials and
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intermediate products are deductible, but investment goods acquisitions are not.
Therefore, a distinction must be made between investmenti goods and other
inputs; such a distinction is necessarily arbitrary, and can give rise to litigation
and other enforcement difficulties. Also, the “‘natural” treatment of inventories
under a product-type tax is to consider as inputs those materials actually used up
in the production process during the tax period, and to treat increments to
inventory as investments by the Grm. This embroils the tax authority in all of
the knotty problems of inventory accounting, and places corresponding burdens
on the companies in connection with the preparation of their tax declarations.

The income-type tax is even worse. Not only does it require the distinction to
be drawn between investment goods and other inputs, but it also requires the
depreciation of past investments. The tax authority here becomes involved
with all the issues with respect to admissible depreciation rates and patterns
that we have become familiar with in connection with the income tax. And as
with the product-type tax, the natural treatment of inventories would require
inventory accounting to support a firm’s tax declarations.

By way of contrast, the consumption-type tax is the model of administrative
simplicity. All purchases by a firm from other firms covered by the value-added
system are deductible at the time of acquisition, regardless of whether they are
investment goods or direct mputs into production. Since both investment goods
and other inputs are deductible, there is no need to distinguish the part of the
purchases made during a period that went to increase inventories from the part
that fed the production line; hence no inventory accounting is necessary as an
underpinning to the tax calculation, Strict cash accounting of all purchases
from other firms is all that is necessary. It is this simplicity which makes it

reasonable to think of quarterly collections under a conswmption type of value-

added tax; thus enhancing its usefulness as a countercyclical weapon.
The second issue of design and administration is that of coverage. While a
fully general tax has great theoretical appeal, the burdens of administration and

compliance can be substantially reduced, with only a minor sacrifice of yield,

by exempting farmers and retailers. The exemption of farmers would not
reduce the yield, because since farmers would not be in the system, purchases by
food processors and other firms from farmers would not need to be treated as
allowable deductions by those firms in calculating their own tax liability, In
effect, the food processors and other firms buying from farmers would get their
farm products more cheaply, but then would be required to pay the tax not
only on their own value added but on that of the farmer.”
A definite loss in revenue would, on the other hand, be involved in the
exemption of retailers, but it might be deemed worthwhile in the light of the
substantial savings of administrative effort that would be involved. Clearly, if

7 Actually, under this system, revenues would be somewhat greater than under a fully general
tax, because the food processors, paying tax “for” the farmers, would not be able to deduct the
vahie of farmers’ purchases from other firms, In practice, a rule-of-thumb deduction for such
purchases might bhe allowed, however. This could be accomplished, under, say, 2 4 percent
value added, by allowing the food processors to apply a 3 percent rate to their purchases from
farmets as against a 4 percent rate on their value added. Exempting farmers would also entail a
slight loss of revenue, offsctting part of the gain referred to above, sternming from direct sales
from farmers to consumers {or to retailers in the case where the latter group is also exempt).
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