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The followtpg document, which bears ~n Fi~cal Methods and Economic 
. . 

Policies, contains the third of a aeries of notes or working 'papers 

intended to illust~te certain problems ~hich the C~eeion might desire 
0 • • ;~ • • ' .. , ' I 0 I ~ o 

to consider as possible· subjecta for special studies during ita forthcoming 

session. ·They should' be read in conJunction with "Remarks· Conce'rning the 

Tasks of the J''iecal Commission" (E/CN.B/6). of 10 May 1947. Other papers 

in this aeries are entitled: I. Budgetary Systems and i)olicies; ·. 
t 

II. Co -ordination of Central and Local Finance; IV. International Tax 
I 

Relatione. 

FISCAL METHODS AND ECONOMIC POUCIES 

' 1. 
~ . • • .... • . 4· . • • 

·Many countries are at present concerned with the problea of adapting 
. I 

their fiScal eyst~ms and methode to the pursuit of .certain economic and . 
. . . . ~ 

eocial objectives. A~cording to the Charter of the United Nations·, 

economic development, economic stability and higher .standards of living 

are considered as among. the moat important of these objectives. The task 
' . , ~. 

of deftiling general polic'lee for the achievement of such obJectives lies 
,. .. 

in the realm of the statesman and the economfst. However, the fiscal expert 

and achninistrator ehould titud.Y the fiscal methods by which imy such policy 

can be implemented aince .highly complex and technical questions of 

organization and procedure are often.. involved~ Moreover, the tech'nician 

ehoul~ advise as to what may be the ICeaible repercussions· of the various 

---:--:~~~~~~'9 spending and financing on the tiecal· position of the 
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2. The question of adapting the public finance system to the needs of 

economic development concerns primarily the econo~calli less advanced 

countries. The fiscal systems of such countries are apt to contain 

archaic features and ae such, do not o~fer the means of f~cing the 

required public -expenditure ~n a way. that· wou~~ at one~ be adequate, 

economical and equitable. The tec~ically more perfect fiscal methods 

of some more adv~nced countries ~ not be readily adaptable to other 

Qoun~~1e~ 1 .. becauf3e· o:f . difference in denait~ of POP¥lation, ~agree or 
I 

weal~h, ... ~ie:t.ribu;~ion of p~operty, forms of bus~neee and other specifi~ 

econom1o .. .apd social fe.ctors. ,At the same ~1me, in. economically. lees 

; . d;eveloP'ld countries the ques.tion of: . fiscal _methode : to foster ~l;le,:f'o~tion, 

.. ,iJJlp,or.t ~~-~1n.v~etme~t of capite:l:,: eitae,r thro.ugh public or __ priv~t.e 

1n1 ti~tive, ~r~aes wj,.th _ pa~tio.qlar .uz:geuc;:y. 

3. The ·f1sca:l ~eane~ tending . ~o. a~ sure :.economic s.tab~li ty .are of spe_cial 

concern ,to tb~ .eoon<¥JliClall.y .mQr~ }iev~loped countrie.s. The achievement of 
' . . . . , . . ~. . .. . . ' . . 

this aim creates important pl'ob,l eme from the standpoii+t both or finaneine 

I -
and · spending and cone.e.qusn~ly adjtlstme:cts are necessary in the fiscal 

-structure of a country.. · .These .adj\ls ·tm.ente can have , wide rfUI'lif1cat1one in 

~ll branches of fiscal adJ.;inist~tion. It m:l,gh~. be found u~eful, ~o~ . 

instance, to re•allocate functions and reaponsibil1 ties . ~ong the v:~_r.ious 

organs cf the adm.inietration. As a result· of increased ~xpenditure, new 

sources of reven~~ may be requj.red in -oonJ~ation. witb .. meas:w:es to increase 

the yiel~ of: eetablisl!ed re?-ources. . ;rn. tJ:iis cooo~c~;J. on:, : ~~e sel-ection. of 

_ taxes and,tax rates has to-be stu~ied i~,tbe . ~ght of tbeir . po~sible effects 
• o ' o- ' I .. ' I • ' ~ '. ' ' ' 

on ~he . po~ioy of economic . a~b,ili ty. . 'J:,f t~~ .scale of exemp~ioris .. end relief 

provisions are f .ound t~ be 1nlfPP!OPriate __ for· :fihe. suqceas of t~~ prop?~~ 

policy, the existing scheme could be reviewe~ • . Since tax .bases, methode 
. . . ; . .• . , " ' 

of assef!!sment and coll,e?tio%.1-)r,ooe~~ee have a be.~ing upon the f~cing 

of expenditure, attention should be g~ven, to the adequacy of the e.s:1ial>lished 
•• • • • .. Y'" ' • • 

forms from the standpoint of flexibility and yield. The problem of 
;t • , •• 

/maintainins 



maintaining an environment conducive to a high 1e.e1 ot activity within the 

economy embraces many factors. Among these may be mentioned the ~ublic 

debt and 1 te ms.nagement. These· aspects of public finance are of particular' 

importance in relation to economic fluctuations. Therefore_, co-ordinatiotl 

of measures relevaQt to the bapdling of these various elements should be 

studied from the viewpoint of their effect on investment, consumption and 

savings within the econ~. 

4. . With regard to either a poliCT af economic develc;>~ment o:r economic 

stability, the problem of ~lation muet also be given particular consideration 

with reference to ita effects on public finance. In this connection, the 

problem of financing expeJld.iture · throueh borrowiDS or taxation or a 

combination•of bot~ 1a of ~rimar,r ~ortance. 
I 

Should expenditure be covered 

by borrowing_, the handline of the ~ublic debt must be studied in relation 

to ita effects on the volume of money and credit and on the general price 

level. Among the factors related to this problem are the size and tJ.pe of 
' 

loans. Frequency and timing of issues have to be considered on the basis 
\ I 

of prevailing rates of interest and other relevant conditions. Furthermore, 
I 

attention m~t be paid to the possible distribution of loans emongst various 

types of holders. The redemption ot the ~ublic debt can bet considered from 
I 

the point or view of ita effects upon the inflationary forces involved and 

its bearing upon the public credit. The measures adopted with reference 

to taxation are dependent on the obJectivQs .desired. Collection procedures 

such as ~he timing of tax payments can be adJusted to the needs of the 
< j 

Governments pursuing a given economic policy. Moreover, the volume and 

tim!ng of government expenditure is of considerable importance with regard 

to the problem of inflat~on, . ·The possibility of postponins or red.ucillg 

expenditure must also be taken into account. 

5. The study of the problems listed above might perhaps be initiated by a 

comparative and analYtical study of the pe~ent and tempera~ fiscal measures 

which Qoverpments adopted, or planned to adopt, ~ith a view toward serving 

certain econo~c and social obJ~tives since the depre~eion of the thirties. . . 




