
This article seeks to identify the most liberal tax system in the sense
of the system which maximises the taxpayer’s freedom of choice.
Freedom is an ultimate value, and a tax system in which the tax-
payer enjoys more freedom of decision may on this ground alone be
considered preferable to one in which his freedom is less.1

Since taxation is compulsory and the market is a system of volun-
tary exchange, the levying of any tax constitutes a derogation from
the market system.  This derogation is least if the tax system is
neutral between the alternatives facing the taxpayer - for example, if
different forms of consumer spending are taxed at the same ad valo-
rem rate.  The taxpayer’s freedom of choice is maximised because
the distortion of his choice is minimised.

The concept of choice in the tax system is sometimes used in a
different and indeed opposite sense.  If some consumer goods bear
an exceptional tax burden (drink and tobacco), the taxpayer can
choose whether to pay the taxes on these goods or not.  The essence
of this argument is that the alternatives are taxed unequally.  But
this means that the taxpayer has not a neutral choice: his freedom to
avoid the taxes on drink and tobacco is one and the same thing as
the overtaxation of drink and tobacco relatively to their alternatives.
Freedom of choice is reduced, not increased, by such distortions.

A neutral tax system has the additional advantage of minimising the
economic loss due to any given level of taxation because it mini-
mises the misallocation of resources caused by the interference of
the fisc in the market process.  This misallocation is the excess
burden of the increase in tax rates required to make good the
revenue lost through the shift of custom away from the more highly
taxed goods and services.

Finally, a neutral tax system is arguably fairer as between taxpayers
than a discriminatory system which favours one taxpayer relatively
to another.2

IS TAX NEUTRALITY A MIRAGE?

Two sorts of objection have been raised against the concept of tax
neutrality.  The first is that its meaning is unclear because it has a
number of different senses no one of which is obviously superior to
the others.  Inland Revenue officials have used this argument about
the taxation of overseas income: thus “neutral” systems of taxing
income from overseas might include deduction of overseas tax with-
out relief for international double taxation; the pre-1965 system; the
post-1973 system; full double-tax relief through the tax-credit
method, with or without averaging; full double-tax relief through
the exemption method; and perhaps others.  But this objection is
mistaken; if it were correct, free trade would be no more neutral3

than protection.  The most neutral tax system is the system that does
least to distort the market pattern of capital movements or other
elements of economic activity.

The second objection is that a neutral tax is a chimera or mirage.
For example, Murray Rothbard: “The essential point is that the ob-
ject of many economists’ quest, a neutral tax, i.e. a tax that will
leave the market exactly the same as it was without taxation, must
always be a chimera.  No tax can be truly neutral; every one will
cause distortion.  Neutrality can be achieved only on a purely free
market, where governmental revenues are obtained by voluntary
purpose only.”  Again: “There is no such thing as a ‘neutral tax’ - a
tax that will leave the market free and undisturbed - just as there is
no such thing as neutral money.  Economists and others may try to
approximate neutrality, in the hopes of disturbing the market as
little as possible, but they can never fully succeed.”4

Rothbard is right to say that no tax will leave the market undis-
turbed, and in this sense no tax is truly neutral.  It does not follow,
however, that at a given level of tax revenue no tax can be truly
neutral in the sense of minimising the distortion of the market.  In-
deed since tax revenues are not hypothecated for particular expendi-
tures, this question can be considered independently of how public
expenditure is composed and how its benefits, if any, are dis-
tributed.  Not everyone need agree that the tax system should do as
little damage as possible at any given ratio of taxation to national
income; for example, someone who was less interested in the pat-
tern of taxation than its volume might wish the tax system to do as
much damage as possible in order that popular resentment might
create the maximum pressure for a reduction of the total burden.
But there is also a case for minimising the damage done by the tax
system in reducing efficiency and restricting choice; and it is the
most neutral system in this sense that the present article seeks to
identify.

Tax volume and neutrality are as distinct as tax height and gradua-
tion.  The higher the maximum rate of tax, the more the scope for
graduation (“progressiveness”); but graduation may be zero, how-
ever high the maximum rate, since tax may be levied equipropor-
tionately.  And graduation may be measured relatively to the height
of the maximum tax rate.5  Similarly, it is possible to make the tax
system more neutral while increasing the burden or less neutral
while reducing the burden.  Our quest is the maximum neutrality for
any given burden.

THE DIMENSIONS OF CHOICE

Tax systems may approach or diverge from neutrality in the follow-
ing dimensions, all of which represent taxpayers’ choices between
competing possibilities.  The list does not purport to be complete,
but it contains the principal elements.  The items are discussed
below (“The resolution of problems”).

(1) Different forms of consumer expenditure.
(2) Money versus non-money.
(3) Spending versus saving.
(4) Different taxes on saving.
(5) Effort versus idleness; work versus leisure.
(6) Risk versus security.
(7) Different forms of trading enterprise (individual, partnership,
company).
(8) Different methods of business financing (loan, preference shares,
equity shares, convertibles).
(9) Income versus capital gains.
(10) Rich and poor.
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Of these items much the most difficult and misunderstood is the
relationship between spending and saving.  This, and the relation-
ship of both to earning, will be the subject of the next two sections
(‘A going system’ and ‘Fairy gold?’).  When these relationships are
understood, the rest falls into place.

A GOING SYSTEM

A going system is a tax system in which the rules do not change:
the taxes and the rates of tax remain the same.  The concept of a
going system is a simple analytical device for exploring the internal
logic of a tax system and for distinguishing the rules of the game
from changes in the rules.  A real tax system can be a going system
if it is left unaltered; but real tax systems are always liable to
change, whereas a going system is not exposed to this hazard.6

For any taxpayer in any period it is an accounting identity that in-
come must equal outgo.  Income is income from earnings plus in-
come from investments, both net of tax on income.  Outgo is
gross-of-tax expenditure plus gross-of-tax saving (net of dissaving,
or the drawing of savings down).  If net saving is nil, a tax on
earning is equivalent to a tax at the same rate on spending.7

Saving may be short-term or long-term, temporary or permanent;
spending (or consumption) is the limit of short-term saving and per-
manent saving is the limit of long-term saving.  We need be con-
cerned only with consumption and permanent saving; everything
else is an intermediate case, its tax treatment being intermediate be-
tween the taxation of spending and the taxation of permanent sav-
ing.8

If saving is positive in Period 1, therefore, it yields an income in all
subsequent periods.  Tax may be levied on the outgo in Period 1 or
on the income in all subsequent periods or on both; the tax on sav-
ing is the sum of taxes on outgo and income.  This sum includes all
taxes on investment income and its parent capital, and it may be
calculated actuarially as a proportion of the yield in perpetuity.9  If
this proportion exceeds 100 per cent., as at the top of the scale in
the United Kingdom at present,10 saving becomes irrational and thus
in a going system impossible: the outgo of taxpayers subject to
these rates of tax consists entirely of spending.

In a going system, net saving is necessarily positive, because sav-
ings cannot be drawn down for ever.  The tax on saving is more
logically regarded as a tax on outgo in Period 1 than as a tax on
income in all subsequent periods, because the tax on saving is then
compared with the taxes on spending and on earning in the same
period.  However, an income tax at a given rate in all subsequent
periods is equivalent to a capital tax at the same rate in Period 1 (a
tax on the acquisition of the asset).  An income tax may therefore
be used if this is convenient for administrative or other reasons; but
the tax on investment income in any period bears no relation to the
tax on earnings in the same period, being merely a surrogate for
capital taxes on savings in the previous periods when the savings
were made.11

Thus in a going system, the investment invome of any period is for
tax purposes wholly pre-empted by the transactions of previous
periods.  The logical relationships are confined to earnings as in-
come and to spending and savings as outgo.  If taxes are propor-
tional, there are therefore only two degrees of freedom: the height
of taxation, and the relative taxation of spending and saving: in
other words, any desired height and pattern of taxation can be ob-
tained with a tax of nil on earnings.  Similarly, graduation (or dis-
crimination between rich and poor) can be taken only once;12 it can
be taken in the tax on spending or in the tax on saving, but it cannot
be taken in both because there are only three degrees of freedom:
the height of taxation; the relative taxes on spending and saving for
the richest taxpayers; and the relative taxes on spending and saving
for poorer taxpayers.13

Finally, it has been assumed so far that the taxation of saving is
levied explicitly, like the taxation of earnings and spending, in the
form of a tax on investment income or its parent capital.  But this
need not be so: if a tax is levied on spending, it affects saving
equiproportionately.  The value of saving is what it is worth, which
is its purchasing power in the market.  A uniform ad valorem tax of
25 per cent. on spending reduces the real value of saving, like the

real value of spending, by 20 per cent.  Neutrality between spending
and saving is achieved when the tax on saving is zero.14

Rothbard rightly points out that in a market system discrimination
in favour of saving is as bad as discrimination in favour of spend-
ing.15  But the question remains of what constitutes discrimination.
Rothbard follows the conventional approach: taxes on saving are
explicit taxes on saving, and neutrality between spending and sav-
ing is achieve by equal ad valorem rates on the two.  This implies
the incredible corollary that the value of saving is independent of
the value of money: that the value of spending is affected by
changes in the value of money resulting from changes in taxes on
spending, whereas the value of saving is not.  When allowance is
made for the effect on saving of taxes on spending, it can be seen
that the system is neutral between spending and saving when the
taxation of saving is nil, that is, when there are no taxes on invest-
ment income or its parent capital.

FAIRY GOLD?

This conclusion is at variance with the conventional wisdom.  So is
the argument of the present section, namely that saving has no tax-
able capacity.

Temporary and permanent saving

Conventional analysis has been needlessly stultified by the assump-
tion that all saving is a postponement of spending in the sense of
being destined for eventual consumption.  Saving for later consump-
tion is temporary saving, like Christmas-club saving, saving for a
holiday or saving for a pension.  The term may be shorter or longer,
weeks or years; but the saving is temporary if the capital is event-
ually spent.

Saving is permanent if the capital is never spent.16  The distinction
between short-term and long-term  saving is not the same as the
distinction between temporary and permanent saving.  Saving may
be partially temporary and partially permanent, as when the saver
saves 100, spends 50 after one year and keeps the other 50 for ever;
here the temporary saving is short-term, but part of the saving is
permanent.  If the saver saves 100 for 40 years and then spends it
all, the saving is entirely longer-term but also entirely temporary.

Permanent saving is for ever, the original capital being bequeathed
to the saver’s heirs.  Only the original capital is relevant to the dis-
tinction between temporary and permanent saving; the income from
permanent saving is fully spendable, and if any or all of it is saved,
that is a separate act of saving.

The distinction between temporary saving and permanent saving is
fundamental for analysis and policy.  The temporary saver is storing
up claims against the economy; and the economy must make provi-
sion for the day when they will be presented.  The appropriate
model is the conception, common to both Marxist and conventional
Western analysis, whereby the worker spends his money on con-
sumer goods (and services) while the capitalist spends his money on
capital goods (and services), both making a real call on resources.
The eventual increase in consumption by the saver is made possible
by the productivity of the capital goods in which he has invested.
Temporary saving, like work, has a positive taxable capacity; if it is
taxed, its volume is likely to fall, and there will be less investment
in capital goods and less eventual consumption, but the tax on tem-
porary saving will transfer command over resources from taxpayer
to government even though the government’s gain is less that the
taxpayer’s loss.

The permanent saver is not storing up claims against the economy.
No provision need be made for the redemption of such claims.
Whereas the temporary saver is in competition with the spender (the
more the investment, the less the spending at any level of national
income), the spender and the permanent saver are allies (the more
permanent saving, the more the spending).  If the saver lends to the
spender temporarily, the spender must finance not only the interest
but also the redemption of the principal; if the saving is permanent,
he need finance only the interest.  Although permanent saving can-
not yield its advantages in contractual relationships between single
individuals, it can do so within groups.  The trick that makes two
blades of grass grow where one grew before is an institutional rec-
ognition that ownership gives satisfaction (and is therefore a sub-
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stitute for consumption) without making any claim on resources.
An individual saver will not be willing to lend to an individual
spender permanently (disclaiming all rights to the return of the prin-
cipal); but a group of savers will be willing to do what is equivalent
economically to lending permanently to a group of spenders, be-
cause the right to demand repayment is not exercised so long as it is
enforceable.  It is the same principle as in banking: the customers
do not wish to draw out their money if they know that they can and
wish to do so only if they fear that they may not be able to.  There
is nothing irrational in this attitude, either in banking or in perma-
nent saving.17

Prospectively, there can be no conflict between spending and sav-
ing, since any individual can divide his net-of-tax income as he
pleases.  The volume of permanent saving rises and falls with the
net-of-tax return on capital.  Since permanent saving makes a nega-
tive claim on real resources (releasing resources for use elsewhere),
it follows that permanent saving has a negative taxable capacity.  A
tax on permanent saving inflicts a real loss on the government as
well as on the saver: it reduces the amount that the government can
spend in real terms at any given level of spending in the rest of the
community.

How much saving is permanent?

Saving need not really be temporary merely because it is so de-
scribed.  Christmas-club saving may not all be disbursed at
Christmas.  Pensions are not always wholly spent.  Any act of sav-
ing provides a potential for permanent saving.  Wholly temporary
saving is one logical extreme, just as wholly permanent saving is
the other: most saving is likely to be a mixture of the two.

Saving does not acquire its character of permanence at the outset or
irrevocably.  Saving becomes permanent through being left undrawn
for ever.  The original act of saving is thus continually renewed.
The same relationship can be put in other words by saying that all
saving is potentially permanent but becomes temporary in so far as
it is drawn down.  Saving may be drawn down either for non-fiscal
or for fiscal reasons - because taxation has been increased.

Temporary saving has a taxable capacity prospectively, in so far as
it is made for a particular purpose or period.  Retrospectively (that
is, for changes in taxation after the saving is made), temporary and
permanent saving both acquire a taxable capacity, since savings can
be expropriated.  But even retrospectively, the taxable capacity of
saving may be negative.  The introduction of a wealth tax, for
example, may effect a net reduction in taxable capacity if the trans-
fer of resources to the government through the partial expropriation
of saving made in the past is outweighed by the shift from perma-
nent to temporary saving as savings are drawn down.

It is not in theory impossible for temporary saving so to outweigh
permanent saving that total saving would on balance have a positive
taxable capacity.  But the relative importance of temporary and per-
manent saving will vary over time and place; and a principal deter-
minant will be the taxation of saving itself.  Thus, saving might
have a positive taxable capacity at a given time and in a given
country if taxes on saving were low; it might have a negative tax-
able capacity at the same time and in the same country if taxes on
saving were high.  Since there are diminishing returns to the taxa-
tion of saving, saving may have a negative taxable capacity at the
margin even if it has a positive taxable capacity in total.

The neutral conclusion is that the taxable capacity of saving is zero;
and, the higher the taxes on saving, the higher the probability that
its taxable capacity will be negative.

Policy

The analysis indicates that taxes on saving (investment income and
its parent capital) serve no economic purpose.  They cannot be used
to reduce the need for other taxes or to increase the scope for public
spending, not even for public spending on the acquisition of finan-
cial assets: the concept of permanent saving implies that financial
assets in the hands of the fisc are an inadequate substitute for finan-
cial assets in the hands of individuals.

Thus income tax on investment income, including the investment
income surcharge, capital transfer tax, capital gains tax and the
minor taxes on saving could be abolished overnight without the

need for compensating reductions in public expenditure or compen-
sating increases in other taxes: indeed, since British taxes on saving
are exceptionally high,18 the probability is that the taxable capacity
of saving is at present negative, so that abolition of taxes on saving
should be accompanied by reductions in other taxes.  The economic
case for abolishing taxes on saving in stages rather than overnight is
concerned only with the advantages of an orderly, and thus gradual,
adjustment to a new tax regime.

If no explicit taxes were levied on saving, saving would still be
taxed neutrally by comparison with spending, since it would bear
the full weight of taxes levied explicitly on spending.

The tax reductions indicated for saving should be confined to pure
saving (passive saving).  The labour content of self-employment and
trading income should be taxed as earned income; whether or not
earned income should be taxed otherwise than through taxes on
consumer spending is a separate question, to which we return in a
moment.

“Productive assets,” whatever that phrase may mean, require no
preferential tax treatment; in a rational system they should justify
themselves by their productivity.  Capital goods should be fully de-
preciable; but so also should monetary assets.  If the value of
money is stable, monetary assets need no tax allowances for depre-
ciation; if the value of money is falling, capital allowances are re-
quired for monetary assets as for real assets.

Entrepreneurial income is neither passive investment income nor in-
come from work.  A man may have an idea in 30 seconds that is
worth a million pounds.  Tax neutrality requires that entrepreneurial
income be left entirely untaxed.  This is because the essence of en-
trepreneurial activity is to take a view of the future, whereas the
essence of income taxation is to take a view of the past.  At any
moment of time the insurable value of entrepreneurial skill is zero:
entrepreneurial income has no taxable capacity.  Income from sav-
ing and enterprise should on economic grounds be taxed less heav-
ily, not more heavily, than income from work.

Corporation tax is a tax either on enterprise or on business structure
or on business financing: it imposes double taxation either on cor-
porations or on dividends or on both.19  As a tax on enterprise it
serves no economic purpose, since the taxable capacity of enterprise
is nil.  Double taxation of corporations or dividends is at variance
with the liberal ideal of neutrality.  The only economic basis for
corporate taxation is as a surrogate for the taxation of work.  If
there is a proportional tax on labour income, corporation tax can be
set at the same rate.  Debenture interest and dividends, having no
taxable capacity, should on economic grounds be fully allowable
against corporation tax.  If there is a graduated tax on labour in-
come and its maximum rate is above that of corporation tax, there
may be a case for a control compelling close companies to disgorge
their profits in the form of earnings (the opposite of the policy in
force in the mid 1960s).  It follows from the foregoing analysis that
controls compelling close companies to distribute profits as divi-
dends serve no economic purpose, since dividends have no taxable
capacity.  And since enterprise has no taxable capacity, tax losses
should be marketable and available for carry-forward without re-
striction.

Since saving has no taxable capacity and since all earned income is
either spent or saved, it follows that earned income has no taxable
capacity either beyond what is provided by the taxation of the re-
sulting expenditure.  The replacement of a proportional or graduated
tax on earnings with an expenditure tax at the same rates would
therefore involve no loss of taxable capacity for the government
even though it permitted the taxpayer to postpone expenditure taxa-
tion by saving.

Given the extraordinarily high levels of tax levied on saving at pres-
ent in Britain,20 the abolition of taxes on saving should require a
reduction, not an increase, in the taxes bearing on the ordinary
worker and consumer.  Abolition of taxes on saving would remove
the excess burden they impose and permit an alleviation of the
burden elsewhere.  The abolition of taxes on saving represents an
increase in welfare and prosperity that can be had for the asking: the
gold bestowed by the fairy godmother is real.21
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A PROPORTIONAL STRUCTURE

It has been argued above that a tax on income, earned or from in-
vestments, may be replaced by a similarly graduated or equipropor-
tional tax on expenditure, with a gain to the taxpayer and without
loss to the fisc.

Graduated taxation, whatever its political attractions, is a departure
from neutrality and diminishes freedom of choice.  In the long term
(that is, in a going system) only expenditure has capacity for either
proportional or graduated taxation; saving and earning have no ad-
ditional capacity.  In other words, graduated taxes on earning and
saving can always be replaced by graduated taxes on spending, with
a gain to the taxpayer and without loss to the fisc.

In a market system, the customer pays a set price, not a proportion
of his income or expenditure, for any goods or services received.
The concept of equiproportional taxes on goods and services re-
ceived is thus politically to the left of a market system, although it
is politically to the right of a system employing graduation.22  A
system imposing taxation on expenditure equiproportionately both
between persons and between different forms of expenditure is in
this sense a liberal or neutral system at any given level of tax
revenue.  Since taxes are always imposed by force, a poll tax at any
given level of tax revenue does less violence to freedom of choice
and economic neutrality than an equiproportional tax on consumer
expenditure; but in default of a poll tax, an equiproportional tax on
consumer expenditure (equiproportional between both spenders and
forms of spending) does less harm, at any given level of tax
revenue, than any other form of taxation.  It has the notable merit of
being objectively determined at any given level of tax revenue.

The distortion represented by an equiproportional tax on expendi-
ture, by comparison with a poll tax, is the advantage conferred on
the autarkic activities of the household relatively to participation in
the monetary economy.  This distortion varies with the rate of tax
and also from one activity to another: the household competes more
effectively against the monetary economy in cooking, laundering,
the growing of vegetables and do-it-yourself decorating, for
example, than in the provision of consumer durables or utilities.
There is therefore a case for taxing the competitive goods and ser-
vices at lower rates and the non-competitive at higher.  Althought
his could in principle reduce the excess burden of taxation, the de-
parture from the objective ideal of equiproportionality is arguably
too high a price to pay.

The same objection can be brought against the policy of taxing
“luxuries” less heavily than “necessaries” in order to offset the ef-
fect of taxation on incentives.  The opposite policy of taxing
“necessaries” less heavily than “luxuries” ’ as an element of redis-
tribution between rich and poor simply fails to hit the intended tar-
get: the effective burden of sumptuary taxation is borne, not by the
rich, but by the man in the middle.23

THE RESOLUTION OF PROBLEMS

We are now in a position to answer the numbered questions listed
above under the heading “The dimensions of choice.”  These
answers summarise the preceding discussion.  The question is al-
ways which policy minimises economic damage or excess burden at
any given level of tax revenue and maximises the taxpayer’s free-
dom of choice.

(1) In a liberal tax system, different forms of consumer spending are
taxed at the same proportional rate.
(2) Competition from within the household is minimised if this rate
is kept as low as possible, that is, if tax revenue is minimised.
(3) Saving has no taxable capacity of its own.  It is taxed by means
of taxes on spending.
(4) There is thus no place for explicit taxes on saving.  Among the
various taxes levied on saving in practice, the tax on investment
income is the least arbitrary and damaging at any given revenue
yield.24

(5) Earning, like saving, has no taxable capacity additional to that of
spending.  Taxes on spending, like taxes on work, increase the at-
tractions of leisure and idleness relatively to work and effort.  A tax
on earning may be retained as a substitute for a tax on spending for
reasons of administrative convenience.

(6) Enterprise has no taxable capacity.  Risk-preference is not tax-
able.
(7) and (8) Double taxation of corporations and dividends distorts
choice and misallocates resources.  The only economic role for cor-
poration tax is as a surrogate for tax on income from labour; if the
latter is replaced by a tax on spending, corporation tax is super-
fluous.
(9) Similarly for capital gains tax, whose only economic function is
that of a surrogate for tax on personal earnings.25  Non-trading capi-
tal gains have no taxable capacity.
(10) There is no function for more than one graduated tax (on earn-
ing, on spending or on saving).

CONCLUSION

The analysis indicates that no tax serves a valid economic purpose
except for taxes on personal spending (and their surrogates, taxes on
personal earning).  In default of a poll tax, taxation of all forms of
personal spending at the same proportional rate is the least damag-
ing means of paying for expenditure by the government.  It is also
the system that maximises the taxpayer’s freedom of decision.
Whatever the social or political arguments for other taxes, they can
be abolished without loss to the fisc or to other taxpayers - without
any corresponding reduction in public expenditure or increase in
inflation or in taxes on personal spending.

NOTES

1. Not everyone regards freedom as something desirable in itself, and some
apparently take the opposite view.  For example, Nicholas Kaldor: “The
purpose of a gift tax, like that of the estate duty, is to restrict the
freedom of individuals to pass on their property rights to others.” (“Tax
Reform in India” in Essays on Economic Policy, Duckworth, London,
1964, Vol. I, p. 219).  The present article is analytical, not normative,
and it is compatible with different opinions on the desirability of
freedom.

2. This is not the only possible concept of fairness in taxation.  For the
various concepts of fairness and their interrelationship, see Chap. III
(‘The Variety of Standards’) of my book, Is Capital Taxation Fair?  The
Tradition and the Truth, Institute of Directors, London, 1974.  This book
is cited subsequently as ICTF.

3. More properly, this should be “more nearly neutral” or “less biased” or
“less discriminatory.”  Neutrality, like equality and certainty, is not
susceptible of graduation.

4. Power and Market: Government and the Economy, Institute for Humane
Studies, Menlo Park, California, 1970, pp. 65, 102.

5. See my book, The Measurement of Fiscal Policy, Confederation of
British Industry, 1971, Chaps. IV and VIIC.  This book is cited
subsequently as MFP.

6. For a going system, see ICFT, pp. 49-52, 74-76.
7. For a fuller explanation of this analysis see ICTF, Chap. IV.
8. For permanent saving, see ICTF, pp. 89.  For the distinction between

long-term and permanent saving, see the next section (‘Fairy gold?’).
9. ICTF, pp. 91-92.
10. ICTF, pp. 61-67.
11. ICTF, p. 77.
12. ICTF, p. 110.
13. A method of quantifying these three degrees of freedom is explained in

MFP, Chaps. VII and VIII.
14. ICFT, pp. 88-91.  I owe this point to Peter Wann.
15. Power and Market, p. 75.
16. Henry Simons, who in Personal Income Taxation (University of Chicago

Press, 1938) correctly indicated the importance of permanent saving,
failed to draw the right inferences for analysis or policy; see note 8.

17. For the relevance of the banking principle to taxation, see ICTF, pp.
38-40.

18. See MFP. Chap. VIII F (iii) for a comparison between Britain and 14
other West European countries.

19. An algebraic analysis of the different possible forms of corporation tax,
distinguishing between these two different forms of double taxation, is
given in my article “United Kingdon Corporation Tax Structure: Present
and Future,”  European Taxation, International Bureau of Fiscal
Documentation, Amsterdam, May 1974.

20. Especially at the top of the scale.  See my paper “Redistribution in
Reverse: More Equal Shares of Wealth Mean Less Equal Shares of
Spending,” Aims of Industry, London, 1974.

21. See further my paper “The Economics of Tax Reduction” in Taxation -
A Radical Approach, Readings in Political Economy 4, Institute of
Economic Affairs, London, 1970.

22. A quantitative analysis of tax systems in terms of the political distinction
between “right” and “left” is provided by MFP.

23. ICTF, p. 35; MFP, p. 44 (first note).
24. ICTF, pp. 91-103.
25. ICTF, pp. 91-103.
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