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TAX STRUCTURE AND DEVELOPMENT:
A Non-Capitalist Interpretalion

By
M. A OpLi

INTRODUCTION

A critical question being asked is whether the ex-colonial or newly liberated
underdeveloped countries, with their hybrd pre-capitalist and early capitalist
structures, can bypass the mature capitalist stage and move f{owards socialism via a
non-capitalist path. The controversial nature of this question stems from the fact that
the theory of capital developed by Marx {and Engels) suggests a very high level of
development of the productive forces for the transition to socialism to become
possible. Only a highly conscious proletariat would be suificiently organised and moti-
valed to scize political and cconomic power from the capitalists. This development of
the working class is, in turn, dependent on their being au advanced stage of develop-
ment of the productive forces. However, Marx did not altogether rule out the
possibility of bypassing the advanced capitalist stage since he recognized that a com-
mitted vanguard party could muake up for certain weaknesses in the working class
movement. At first, Lenin also vacillated on the issue of whether the colonial terri-
iorics, once liberated, could move straight to socialisim without “having to pass
through the capitalist stage™. The Second Congress of the Comintern in 1920 finaily
decided that this was possible “with the aid of the proletariat in the advanced
countries”; the Sixth Congress in 1928 maintained this position although it was felt
that many of the national liberation ruovements lacked a revolutionary class content.
The post-World War 11 decolonization process caused renewed interest in this matter
and the 81 Communist and Workers Partics at the 1960 World Conference stated that
the people will begin to see “that the best way to abolish age-Jong backwardness and
improve their living standard is that of non-capitalist development”? Today, most of
the learned commentators, bolstered by the experience of China und Indochina, still
feel that socialism is possible in poor unindustrialized cdountries. Sweezy, for example,
feels that, even though “the proletariat which Marx saw as the class destined to wage
and win the struggle for sociulism is relatively small in most of the Third World and
practically non-existent in Jlarge parts of it and the peasants and impoverished
unemployed of countryside and city far outnumber other classes, socialism cun still be
won given certain conditions:

The agent of revolutionary change i the perphery js a conscious movement headed by a
disciplined political party drawn {rom vadous oppressed classes aad strata and guided by a
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pitalism in its historicat and global manifesta-

clear Marxist understanding ol ca
yust be scasoned

ions . . . cverywhere the quality of the leadership is crucially important. [t
willi the masses, have a good sense of history and a ciear

in strupgle, closely integrated
from the shackles of

understanding of what must and ¢an be done to achieve liberation
capitalist and jmperialist cxploilation [Sweezy 13 pp. 9-10]-

The purpose of this essay is to explore whether the aniidimperialist posturs of
the newly created ‘national democracies’ in the Caribbean is at afl consistent with the
economic system and policies, particularly in reference to the tax structure and the
impact on the various classcs. Our major theme s that, although the basic tax structure
is o legacy of the gxploltative colonial period, the regimes since internal self rule and
subsequent political independence have compounded the matter by introducing new
fiscal measures which have led to the rise of a new muanufacturing class, dominated by
foreign capital (or indirectly by foreign technology) and repressive of labour and the
working class; and that local capital §s playing a complenwntﬁry role.

The more progressive, or somewhat less petit bourgeois, regimes have bought
into the old pdmary sector (plantation agricufture and mining), but cven in thesc
economies there is no qualitative change in the role of the tax structure. Despite the
increased government ownership of majot productive enterprises, the state has seen fit
to retain, and sometines jeinforce, the traditjonal tax structurc (and public ex-
penditure policies). These is as yet no clearly discernible non-capitalist path.

HISTORICAL DEVELOPMENT OF TAX STRUCTURES

The history of tax structure can be linked to three major periods of development
of society — traditional, {rapsitional and transforning. As can be expected, thereisa
certain arbitradness in deciding when one period ends and another ong begins since
social processes overlap and the characterstics of one period may appedt for a time in
another, We shall concentrate on the traditional and transitional expelierce.

Traditional Period
Traditional society was agrarian in nature with political power in the hands of
the landed geniry. [Hinrichs 3 p. 83. See also Thom 16; Musgrave 5 pp- 125-132; Odle
6, pp- 23-43 and 151-178] . Government derived its revenue [rom {2) non-tax sources
such as tributes, extortion and Tand rent, (b) dircet taxes, such as polls and tithes and
shares of agricultural output, and (¢) indirect taxes, such as tolls, customs duties and
excises. The important thing to note, according to Hinsichs {3 p. 83], is that indirect
taxution was not the most important souce of revenue {and, instead, non-tax sources
and disect taxes usually were) because monetization, trade, transport, commercialism
and urbanization were in an infunt stage. This is in sharp conflict with the previously
held view, itself a product of the habit of thinking that histoty sturted with the dawn
of capitalism, that indirect taxes were originally the major sources of revenue and were
gradually superseded by direct taxes.

The English-speaking Caribbean, essentially artifical jrmigrant communities, car
be said to have been feudal and traditional in mature dght up to the 1838 slave
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Transitional Period

This is the period whe i
sod, a5 4 rosult !imco.d ;rvlllu? monetary, ‘lmdmg and transportation systerns develop
i in t; mal and external forms of indirect taxation attain incre Ni.l
b x. & L] ' frags M ‘ l : ) J
mporincs. 1 rclvoau cco?onuub_wluch are open, indirect taxation becomes the dur:ib
o o e T{lu:l,.l'l he period can be said to have two phases — the “breakaway”
K , Y 23 11 >, H 9 J ’ :
‘adopﬁoﬂ_ofInoden:ty"l psloc::c:tyI gives way to the early capitalist cconomy and tl):c
a ( - tase when modern forms of direct taxati s intre
(Soe Hingichs 31. rms of direct taxation are introduced.
In the open Caribbean ¢ i
ot g I;SBSLE;nlt);bcd;] LCOjO[IIlES, the breakaway phase can be considered to
stret 1 late 1920s, when a mode ¢ " di ‘
e o e late 19205, a modern form of direct taxation was
o rromnﬂs(frr;c. clsf' tFlc t(-.r‘nturles {or the first time, and the udoptiun-o‘f-modu1':;?5
wum,ﬂeq (M[)(l;;) L%:n]mn{; o.f the 1930s to the present day. For the moe devciu"ci
S ‘ of the Caribbean, this adoption-of-modernity phase can, in tuml‘be
1 "

divided into two periods 7
‘ perdods — pre-independence ; ;
independente. pre-independence (up to mid 1960s)? and post--

Breakaway Phase

In the akaw: 20
N mx.‘ltil:;:'l]-([-;x:g.‘i.lift.ﬂt Ihc import .duly wis the most important form of
i ettiemons :[t ‘Ldbl l-wo main reasons for the introduction of import
oo vilames and nctaton 1p r.fn of‘ the emancipated slaves led to the formation of
flow il u Urdcf " (;“:”.b 'wluc_h had to be adequately policed {so that the
o A ¢ lhen. ,u ' .JL ximmtalnefi) nnd- also provided with certain minimum
e o cﬂusé tlwrc .thlls a rcallt_ﬁcﬂt]op of labour resources’ objective. Import
ontons the smanc: -stllc?. u‘l‘ f,erta-ml basic goods to rise and this was intended to
o e et p" E fvcs and indentuied labourers to selb moce of their labour
s for wage income (and work less hours on their individual farms)

Adoption-of-Modemnity Phase

In the adoption-of: i
immducedu.foid;:)ctu:irls(;f;?g:eg::::; ﬁi:‘:;}ld modern system of direct taxation was
T | st . Ewe income taxation had been introduced i
onts cms;rrl;:dtli]: ::.cgl(ilnlr;ﬁ n‘f the 19th century (at the time of the Napoleonic W:(b[) Ii:
e s foun tf‘lrtl bean around thef first quarter of the 20th century after the
planmer chuss foune ¢ ;ab ::I ct;u.]d not resist it any longer. The timing of this intro-
fhaction. ws d to oth the fiscal pressures associated with a slurnp in Britain and
he power of the Governor vis-d-vis the planter class,
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Towards the end of the pre-independence period of the ndoption—of-modemity
shase, a large number of concessions were made to capital which considerably reduced
he clasticity and potency of dircct taxation. These tax concessions, designed to
ttract overseas capital and stimulate econotic activity in the modemn sector, Were
yart of 2 ‘grand’ policy of “industrialization by invitation”.5 The direct taxation impact
5 this policy, and the compensatory burden placed on ipdirect taxation and debt

policy, inter gliz, are discussed later on in this cssay.

Post-independence marks an important period in the adoption-of—modemity
phase. Whereas before the mid 1960s the territories were only colonies of exploitation
and economic growth was.merely incidental to {he cconomic fortuncs of the metro-
politan centre(s), after political independence the governmenis Were at least legally

capable of taking decisions to remedy this situation.

Almost all MDCs and, even ot significantly, the LDCs have attained revenues
between 20 and 40 per cent of gross domestic product. The relatively large revenue
share is partly due to the ease of administering indirect taxes on importfexport trade
and the ease of collecting direct taxes from only one ot two firms which dominate the
economy; this domination or tendency towards monopoly capital may occut even in
the agricultural sector wherc peasant activity plays 3 subsidiary role to the plantation.
The overall revenue figures represent 2 fairty good tax effort if we accept the view of
Hinrchs [3] that, by the time of attainment of the modern society, “government
revenues will have pushed to about 20 to 35 per cent or more ol gross national
product . . . nion 1a% sources of revenue and forign trade will have diminished in
imnportance 25 both modern direct and internal indirect taxation have become pre-

dominant.

However, no Caribbean territory at present can be said to have FmSdem society
or the structure and composition of output which would lead to the take off.
Economic growth is not a self-sustaining process be
much dependent on (a) one or twWo key primary sectors, {b) exporting (not as an
extension of domestic market) of raw materials and importing of capital and other
goods (including food) for survival, (¢) foreign ownership and decision making, (4}
foreign technology and management skills (even in those industres which have been
nationalized, (e) foreign governmental 4id and private inflows, and () foreign tastes
and foreign economic thought. The tmplication, therefore, is that 2 moderately bigh
tax effort, even if necessary, is certainly not sufficient for transforming those countries
which are peripheral to the international capitalist economies.

cause all these territories are very

The most important post—indepcndcnce development, {rom the point of view of
tax structure, is the rapid increase in the share of direct taxation. This is partly due to
the major institutional innovation i 1968 of free trade within the Caribbean regiorn,
which later began to develop into a Common Market. This attempt at fiscal harmoniza-
tion within the Carbbean region, and the implications fot both direct and indirect

taxation, will be discussed in the next section.
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The Caribbean economics are experienci
of the forritories have esc: ‘ xperiencing apparent ideological evoluti ;
moving fowasds 2 ty;z s;c::i);dd from the stale of puse capitalist cconum;:)%flozz
there is talk of ‘democratic o¢ seonomy- In one or two of thesc mixed economies
spectrum it is claimed that ;;ebcs)c@hsm.; a 1h°L°’-heT end of the mixed econ::rt;b
present state capitalism represe ?:1.8 ty is in the “transition to socalism’ and that thﬁ
the same tiome, fhiose oon é)m' nis a mere t1_rst step along the non-capitalist patl. At
and production levels. We shl:li E:lfwatfer.np.tmg regional integration at both the trade
these stages of government interventio;mmm the tax structure representing each of

Pure Capitalism

Cuapital is the i

most important factor of lucti
et il i ¢ i o r of production and there
e instmmcn:lsbréfilef d(.CUfnu‘dtlUﬂ. Under this pure capitalist mode oi'lml'llg bc‘ n
o shold & eand _pubhc expenditure, along with monetary, le ,aIPIOdUCUO“:
pollees) sh esigned to serve the interests of capital; 'hat s o
upital must be goed for labour. pitls and what 1 oo for

This scenario and
§ the related effects i
ot Cos e rela cts, can best be illustrated by specific ex: 5
o m};e; (exi:fmllce. 1:~1rst, we have already seen how in tlia pz::ﬁ';' M,
s iJf ltl;:u arly import duties) were used as a means of rofc:i an imecease
l : H ng an increase
e o anz; ;t:qic:‘tthe tPl_antatlens. These had 2 debilitatilng efti'::j? cly?lc:z;ih
: sant activitics. The Import duti :
pendont artisan : i B uties affected the real wage
D our and some of the procecds were also used to ir;pr:?t] more 'OF
more in-

dentured labour who, i
, in tuw waded in hiddi
Iabour. urn, succeeded in bidding down the money wage of freed

Second, the system of excise duties i

. e of excise s on alcoholic beverages 3 i
inelastid){yt;; s; Eiazter;v;?ttim (d\t]i'uc'h it succeeded in doing becagus:: ﬁz’hf}z:glllzi(;;mgn‘m-
A 1: al' lctnfe goods) can be considered to have been intcirdm-bl
Lo norease kmgcﬂ;z yof hp a.ntatmn' labour. The effect of alcohol on the he'llt{lf
e to besr & vey Sij;mﬁc a:lnt::n capital had become obvious. Thus the masses :vc ;
ade 1o bear s very el 5:1 ‘ ;11'dcn on one of the few means of enjoyment avai]ablru
banming of vate st (uih t}p' u‘s} that cr')uld be appropriated by the capitalists. The
e ion e st £ St_mr&_l 'pfznftitles for transgressors) had the same ai §

ifie initialive and self-sufficiency. et

Third, maay of -tax 1e
Fees and finon w:rc thihi:lc?lll'l:::ri;ej;lz Fc;uruis hadfthe same allocative objective:
order und the & o 4 policy of maintaining colonial Iz |
Cuyana, were pi:]ﬂylt‘::;; ;:ctim:)rmc stutus quo. Likewise, rents Frgom t(')onl'lcjs]t;d‘;vn Ef‘:d
alternative cconomic activity awao i_).:event those with initiative from ﬁm‘ling’ us{:‘fu}{
it was not uncommon *“to preve f olo lhtf platation dorminated cosstland. In fac
seins o dsteoy. forsst OO [:n e iexplumtmn and movement into the interior and to,
postal revenue might have ie proc uced by venturesome natives”. [Thomne 17]. Even
Similasly, local gove : en intended to stifle incipient urban commercial : v
government rates and taxes and market and abbatoir fees, cte alf::lw:!'{e
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effect of penalizing urban development sad reduced he rate of emigration from the
plantations.” Some of e taxes which we casily accept toduy, therefore, are a product
of ex post rationalizations and have their origing in extremely exploitative conditions.

The shove setting refers to the heyday of capitalism and the first phase of
imperialist penetration of the Cwribbean. The basic objective and realization was 10
aximise the share of the surplus capéured by capital and to minimize the share
acceuing to labour. This is 2 type of monopoly stage when tesritories have been carved
out and there is little compelition between producers; in fact, “monopaly had grown
out of colonial policy™ [lenin 4 p. 77{. Because producers are few, the benefits from
most basic (public good (ype) services are appropridble and excludable and so the
planters and, later on, the mining concerns, provide some of these services themselves,
As a result, there is no need for a massive tax effort and what taxes exist are borne by
lubour rather than capital. Tn addition, the objective is not to develop or transtorm the
periphery but to extiact for the benefit of the metropelitan centre.

The second stage of penctration ol imperialist capital in the Caribbeun appeared
in the carly 1950 with the cmesgence of the assemnbly/manufacturing industrics
(purticuladly in Trinidad and Jamaica of the MDCs) and hotel/tourism (which were of
major economic significance in the LDCs). These industrics were intended to solve the
problem of sising population pressure on Jand and massive unemployment. As an
incentive (in essence, to foreign capital) there weie very generous {iscal and other
coneessions in the fonm of tax holidays, duty free impottation of raw, intermediate
and capital goods, vastly accelerated deprecistion allowances, low rent industrial sites
and buildings, ete. It was felt that local eatrepieneuss would, i time, learn the tricks
of the trude. .

[n order to acquire revenue to provide the infrastructure “for the industrial
detivity and to compepsate for the receipts forepone a3 a result ol the various tax
concessions to cupital, the burden obviously fell on lubour as ;ciTEttEd in the rising
import duties and consumption-type taxes on a host of basic conunodities. Further
compensation for the short-fall in curient revenue was reflected in massive increases of
government borrowing both foseign® und local. The need for this inflow was
aggravated not only by massive repatriation of profits but also by the financial inter-

mediaries’ penchant for holding forelon securitics, and for financing  elitist
consumption. Thus financial capital as well as industrial capital was being enrichied in
the process, both at the expense of labour {via higher taxes or reduced education,
health and  other welfare services). The wesult: a deepening and widening of
depenidence and capitalist domination. And the government, shom of so much
reveniue, found that it could net intervenc and replace the capitalists, even if it were so
idevlogically inclined; on the contracy, it found its own survival caught up ia the
practice of piving large tax concessions in order to attract the private capital inflows.

Of course, there was no learning of the tricks of the trade, no linkages with the
rest of the economy snd no signilicant dent in the vastness of the armiy of the
unemployed. In fact, government attenmpls to increase the current account surpluses
that could be wused to create the productive activity that private cnterprdise was

I
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foregoing wers_di i

o iz - ;
of cmpliymenffecgf‘fg{ constrained by the compensatory nced for a5 i
benefits derived f%;o:;’ ‘:i i the traditional public services, Generall l;‘?’hdlet.'e!
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mixed’ since private enterprise dominateg o. The economy cap hardly be called

locul comprador
to be continued
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an id th ividends. Fourth, and most
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Second, certain new major sources of revenue, while appearing to have a greater
impact on capital, in ¢ffect had more unfavourable cffccts on labour. For example,
although employer contributions o the national insurance schemes were usually
approximately double those of labour, these were transferable on to prce in the
protected local markets or, in the case of the cxport enterprises, onto reduced wages'®

and employment. To compound matters, in Barbados and a number of the smaller
istands,

LT,

’ ‘ -

the bulk of the funds is keld in the fonn of lixed deposits (at relatively Jow rates of interest)
in the foreign owned commereial banks. This perverse asset postfolio policy thus helps to (a)
reinforee the position of the very same coinmercial banks whose creditworthiness criteria
have been said to be biased in favour of foreign businessmen and cxport/import activities
and (b) deprive government of the opportunity of influenciag the direction of national
investiient despite frequent poblic pronouncements about the need for o change in the
composition of domestic output; it also delies a fundamentz) priaciple of financial layering
that developmental funds should move from institutions with short-term liabilitics towards
institutions which lend for longer periods, sather than vice versa. 17

Third, the pricing policy of the public enterprises, desipned to provide cheap
services to private capital, was inadequate for the ereation of surpluses with which to
either challenge the dominance of existing prvale eaterprises or to {11l the investment
gaps resulting [rom the various types of ‘repatriation” of private capital,'®

Fourth, because of the tax concessions (o capital, current surpluses were too
small to create the sort of employment necessary to oflset the displacement of fabour
by private capital induced by the same free importation of capital goods and
ageelerated depreciation allowances. The inexorable logic of the situation was for there
to be the granting of more atlowances in the hope of creating new economic activily
and offsetting the adverse effcets of the first set of allowances. A classic case of trying
to catch one’s tail or being caught in a dependency trap.

From the above, it would appear that there is no fundamental difference in tax
structure between this period and that of pure capitalismm. Although there is a change
in the ditectfindirect tax mix, there is at the same time massive rclief (besides a
tendency f{or the company tax rate on the older pdmary sector to remain frozen at a
certain magical level), '® evasion and avoidance by the owners of capital and unfixed
income recetvers, and a considerable proportion of the indireet taxes passed on, with a
disproportionate impact on the low income camers. The state scctor, despite its
increasing size, remains subordinate to the interests of the private sector; in fact, both
its willingness to make tux concessions and dependence on revepue from private

enterpdse suggest an effective incorporalion into the natfonal and intemational
capitalist economy.

THE TRANSITIONAL ECONOMY

In the transitional economy, there needs to be convergence of resource use and
demand and convergence of needs with demand. [See Thomas 15]. In the Caribbean,
the first convergence does not obtain because the bulk of what is produced is exported
and a major proportion of the consumed (both durable and non-durable) goods are
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ihe introduction of subsidies on a variety of commodities.?® However, therc are
tendencies for these subsidics to have less than the desired impact. First, the subsidies
only relate io some of the essential commodities and, with unrestrained price rises
{aggravated by indirect taxes) for those comrnodities that are not subsidized, the
weighting and overall beneficial cxpenditure effect of the govemment policy is being
gradually croded. Sécond, the poor and the unemployed derive quantitatively less

benefits from the subsidies. Third, when there is a crisis, the subsidies secin to be the
first casualties.2’

There has also been 4 recent development of introducing taxes which are refated
to specific (and apparently well meaning) government objectives, e.g. employment fevy
and national housing trust levy. The defence levy, and even the national insurance tax,
can also be placed in this category. These levies are acceptable only at face value. If the
economic system is so inequitable that basic socialfeconomic needs are not being
satisfied either directly or indirectly, then the government should seek more of its
revenue requirements from the source of appropriation of the surplus and not resort to
escapist policies. The govemnment in Guyana is also yet to resolve such issues as
whether only the workers in the particular public sector industry (c.g. sugar or
bauxite) should enjoy jits surplus and how much of it the stale should attempt to
recaplure via direct and indirect taxes, and whether other less fortunate
workers 28 should share part of the surplus with another portion going to activate

idle labour and other resources and to provide ail workers with free health, froe
education and subsidized food and housing?? Under genuine socialism, we would
expect taxes as they are traditiomzlly known to become less important; however,

in the Caribbean there has been no Ffundamental qualitative change in the tax
structure.

Finally, it is difficult to assess the exact amount of progress towards socialism
anty one country has made up to a-particular point in time, since “there is no such
thing as a general theory of ihe transition between social systems . ..and each
transition is a unique historical process which must be analysed and explained as such
[Sweezy 12]. But we can safely say that in Jamaica and Guyana, the two countries
that have clearly stated that they want to move towards a socialist mode of production
and transformation rather than towards the advanced capitalist state the process has
only just hegun and in the other terrtores if has not even started. In Guyana, the
process towards govermment ownership has progressed the furthest with only banking
and insurance of the commanding heights formerly controlled by forcigners not
dominated by the state. However, even in this territory, total planning is not a reality,
parily because the still dependent cconomy is yet to disengage even for véry basic
commoditics from the intemational capitalist trading system and the associated set of
values 28 Moreover, in the large state sector the workers do not dominate over the
means of production;?® there is hardly even worker participation and it seems as
though the evolutionary, as distinct from revolutionary, process is frozen at the stage

of bureaucratic class rule. The state is also yet to tackle the problem of medium and
small size locul private capitalists.
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THE REGIONALLY INTEGRATED ECONOMY
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CONCLUSION

We shall not atternpt to make a systematic summary of the foregoing. Rather,
we shall merely refer to certain theoretical and policy implications.

First, the tax structure is a product of both the stage of development of the
productive forces and the system of social relations, rather than vice versa. The trans-
formative capacity of the tax system per se is limited. This is of particular significance
to the Caribbean whose cconosmies have a dependent and peripheral status in the
international capitalist economy and whose tax structures are, as expected, failing to

coax out the level of output and industrial pattemn consistent with transformation. But
bad taxes can reinforce underdevelopment.

Sceond, even within the existing set of constraints, the tax effort of the
Cazibbean economies is hardly adequate, piven their degiee of openness and the re-
quirements for development. 3 Surpluses are not being effectively mobilized and what
little revenue is raised s used to provide infrastucture for the existing private sector-
dominated primary cxportiug or sccondary assembly industries rather than to fill the
gaps in the production matrix via non-traditional types of public enterprises. This is
partly because the govemments Jack the required political will, or vision of an alter
native social formation. And because dependency has its own internal dynamie, the
discretionary factor is having unintended and perverse effects.

Third, openness makes possible large revenues which could and should be used
to reduce the very openness. On the contrary, the Caribbean governments, by their use

and misuse of such revenues, are helping to promote greater openncss and greater
dependency.

Fourth, the system of tax relief and resulting dependency on private inflows and
intergovernmental loans and grants is encouraged by international agencies and metro-
politan goverminents because it is consistent with general {mperialist strategy.

Fifth, despite the attainment of political independence, the tax policies are still
operating in an environment of exploitative social relations and tending to serve the
interests of capital (both foreign and local) with a disproportionate burden on iabour.

Sixth, the tax harmonization requirements of regional integration are tending to
reduce the burden on capital and to increase that on labour.

Seventh, any tax concession on production should be directly applied to labour
{re quantity cmploycd) rather than capital, given the fabour surplus nature of the

economy. An end must be put to the contradictory situation of tax concessions
helping to displace labour by capital. 33

Eighth, other factors and policies are helping to reinforce the perverse effects of
the tax structure, For example, the luck of supervision over contracts involving the
transfer of technology has resulted in the payment of high royalties and allowed firms
to tie themselves to foreign sources for their inputs of raw, intermediate and capital
goods, thus permitting overinvoicing and a host of other restrictive practices designed
to prolong dependency and also preventing linkages 36, These factors have made it
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d to expect vast tax concessions in order t0
survive. The problem is therefore not one of risk requiring tax relief, given the tariff
tected nature of the market, but of lack of technological capacity. Such is the
ts and underdevelopment.

Ninth, neo-classical theory is not very wseful in indicating the use of the tax
structure for the purpose of economic trapsformation in structurally dependent
economies, like those in the Caribbean. It is somewhat silent on the direct tax mix, le.
between company (capital) and personal (labour) taxes. Also, jts approach to the
problem of incidence and the distribution of income 1s rather inadequate in 3 situation
of totally unequal bargaining power between capital and chronically unemployed

labour. And in its marginalist approach to the problem of allocation of [actors of
praduction, it neglects L

he problem af distortions and structural rigidities.
Tenth, non-capitalism leading to ge

nuine socialism is probably the only fair,
rational and effective methad of exlracting the surplus needed for transformation. As
explained above, dependent or peripheral capitalism, given the concessions, evasions
and avoidances, and consequent burden on labour, has severe limitations. We need to
consciously set up a more ideal system of social relations and then let the tax system
adapt to this rather than creale a system to serve the capitalist status quo with all its
inadequacies and incapacities. In this millenivm, the production system
would be serving the basic needs of the population rather than being gearcd only to
exporting and satisfying Lhe foreign priented tastes of an elitist seciion of the
community. The wage and pricing structure would be much more optimat and the
only major jmpasition would be a turnover tax, over and above the replacement and
new investment needs of enterprises, at the source of the creation of economic activity,
designed not solely for revenue garning but also for allocative purposcs.a" The
solution, then, is to proceed along a non-capitalist path to socialism and to choose 2
e

tux system which is most optimally relevant.

more necessary for the local firms involve

pro
organic nature of policy instrumen

inequities,

FOOTNOTES
lgince World War 11, this aid from the socialist countries hias been rigorousty countered by
imperialist coups and economic blockades.

2Quated by Slovo [10]. Fora discussion, see also, Ulyanovsky [18] and Thomas [13].
which gained its independence only in 1976.
or example, health expenditure was just
lesigned to equip the population

3Excupt for Grenada,
4png welfare expenditure was a bare minimum. ¥
cnough to preserve the stack of human cupital and education was ¢
with the simple rudimentary skills sequired for pluntation activity.
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Quoted by Parris [8 p. 32].
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In Eastern E s 3
urape, the employer pays the whole soclul security contribution
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M.A. Odle, “Public Policy™ in Beckiord [1) p. 137.
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Qnly petraleum ricl inidz i
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In Guyana, als
covernment Ls’ ::;:T::’:iﬂfh?ugh the new stage of state copitalism no.w makes it possibl
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Planning fur L zecurring crises of structural depende: sati - rebloms
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QPEC has becen an outstanding cxample of success. Other

22 5 g producer associatior,
t been very successtul.

associations, c.g. banana and copper, have no

23g4t successful enough o counter the arzuments of those who say that export type taxes

are not very effective.

2% Guyana, for example, subsidies in 1975 were approximatcly $3m for milk, $17m for
d $4.5m for sugdx for local use (in addition to the deficits on

flour, $8m for pork and poultry an
water, transport and other public utititics); see Daily Chronicle, 10 November 1976. A fow busic

items are also subsidized in Trinidad.

B The government of Guyans, for example, removed the subsidy on stockfeed on 21

November 1976 causing @ huge jump io the price of poultry and epgs.

26-7hat is, the workers in other industries when productivity is lower or who persistently fail

to find employment.

27 ar from the use of money incomes being minfaturized, jnereasingly high renwneration is
needed to purchase the many imported basic commodities with their associated inflated prices.
Also, some other basic nceds are only formally free. For example, the supply of public medical
facilities are quantitatively and qualitatively so poor that demand for private medical care s great.
Similacly, education fees have now heen abolished, but schaol transport, school ciothes and school
books are not free.

28yn fact foreign trade is still equivalent to approximately three-quarters of the national

product.
29The working class is also very badly divided along racial lines.

0 por a discnssion, see Thomas [14]-
ounded {and the contradictions will increasingly appear) by the

3lgyt the problem is comp
radiceal forces in the region. &

Jominance of the cunservative elements aver the

324t the signing, Guyana's dutics were oIl average 52 per cent higher than the next highest

country, Trindad and 116 per cent higher than the lowest, the ECCM members- (But because e
finport volume of raw, intermediste and capital goods on which there was negligible duty was
selatively lower in the LDCs, the latter countries’ import duty revenue a5 a proportivon of both the
jmport bill and GDP, tended to be quite high).

3 In certain cases, the tax changes have been phased out over a number of years.

e tax effort {and level of indebtedness) in Guyana since World War II, was somewhat
higher than the others in order to compensate for the lack of private inflows following the
jntroduction of radical politics. In recent years, the tax effort in many of the other territories has
also been increasing because of the sugar fevy and the direct and indirect effiects of inflated oil
prices. But the LDCs, who axc less open, have remained excessively dependent on foreign grants

{and alsc Joans).

3he income shace of lobour vis-G-vis that of capital, 8 already low; see Odle [7]-

%Quitc apart from the problem of over-invoiding, the contractual stipulation that raw,
jntermediate and capital goods must be imported means that local substitution is stifled and 4
capital goods industry pushed even further back into the future; this process is encouraged by ihe
duty free status of thesc goods.

H gox a discussion of the basie principles of the tumover ax under a system of socialism, see

Ziobin [19] pp- 126-135.
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