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Abstract

The main purpose of this thesis is to study the tax burden of households in
runicipal areas by income class of both direct and indirect taxes in 1990. This study
uses the ratio of tax payments to money income as indicator and compare this
estimate among households of different income classes.

The data used for the study of personal income tax burden were obtained
from the Revenue Department, while data for other taxes were derived from the
unpublished Socio-Economic Surveys and income classification from magnetic tape
data files of the Nati;anal Statistical Office (NSO) of the years 1920. The model for
estimation of the burden of direct taxes assumes a non-shifting incident, i.e: the
person upon whom the tax is imposed will be the person who pays the full amount of
the tax. For indirect taxes, on the other hand, it is assumed that‘such person can
shift the entire burden of the tax to other persons in the form of higher prices to

consumers.



Resuits of the analysis of direct taxes show:that the personal income tax
structure has the characteristic of a progressive tax : per?sons in higher income classes
pay the tax at higher rates than those in lower income c;asses. it was also found that
wage and salary earners have to bear a heavier income tax than those who earn
income from other sources. Particularly evident is the finding that high-income
persons in such category bear a much lighter burden than wage and salary earners of
the corresponding income classes. For land and municipal taxes the average tax
burden was found to be slight, but the pattern of their distribution shows that lower
income households have to bear a relatively higher rate than higher income
households. With regard to drivers’ licensing fees and vehicle registration tax as well
as other fees and duty stamps, the burden on households of lower income classes
was very light.

For indirect taxes which include corporate income tax, excise tax, business
tax and import duties; results of the analysis show that the distribution of the tax
burden has a strong characteristic of regressive tax structure. In all cases households
in lower income classes have to pay higher tax rates, in relation to their income, than
households in higher income classes.

Based on results of the analysis, it can be said that there is a need for a
review of the personal income tax structure to render its incidence more equitable.
A suggestion can be made that tax rates on income from other sources should be
higher than those on income from wages and salaries for each of the corresponding
income classes. For other direct taxes such as land and municipal taxes attempts
should be made to include the value of buildings on that land in assessing the tax so
that the distribution of the tax burden wguld be more equitable. In addition, other

direct taxes such as capital gains tax and inheritance tax or death duties should also

be initiated.





