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I. 	 fulnieipa,! Indirect Tsxiion - The 

Industry and Comuerue Tax 

A. 	 Defects of the Preoent Tax 

Colombian muncipalities have the right to i.mpose (although not all 

do) 	 a tax upon all businesses located within their bo,,udaries. In all 

muicipalities, this tax is called the Indust).y and Ccnaierce Tax 

u 	 ~ but the simila ity between the 

various forms of the tax in the various jurisdiction ends here. 

The tax is without question an inequitable and unworkebleanachronism 

for 	a nation at Colobitkoa's stage of developmcnt. The major defects of 

the 	Indtstry and Conmerce Tax may be ourvinrized an follows: 

1. The tax is badly designed and poorly adndnistered. For the various 

municipalities nov waking an attempt to collect the tw:, liability is 

calculated: on the basis of a curious bend of physicaj. and financial 

evidence. For example, in Bogot6, tax liiEblity for industrial concerns 

is determined on the basis of average monthlyrsales aW7d insttlled horse

power. For commercial enterprises, the ta.x is leviedt on the basis of 

average monthly sales nnd the value of rent paid per month (presumably 

imputed rent in cases vhere a firm occupies its own bU.lding). I1 

Medellin, tar liability is deter.mlned nol ) y on the baiin of gross sales, 

but there ar: 122 different baviin nets of tax rates z.?plicable to 
1 

diffcrent types of industrial. and cozrierciu., u].. r kn. Similar 

1. Accord3ng to one edellin administrator, tbe existence of such a 
.a'e number of rates on giosi- sales repr.esents anu attempt to tax. the 

profits of t;e various firm o aa roughly equal basis. 
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ut,'fcture of the tax throoughout the naticn.
in thevariations o-Zcur 

:or exorplo, in Arimenia, induotrial firtm rzre taxed at. prores-sive 

rates on gross sales whi1le conmercial cnterprinet; are taxed solely 

eeccording to nvonthly rent. In other aunieiptities, tax is deter-

Paned on the bnsis of square feet of plwit space employed by firms, 

in sec'tion to gross sales, rent and installed horsepower. 

Mos3t muicipalitics attempt to include all firms, Zo matter 

hov snall, within the scope of the tax, although most of the taxes 

employ a complex maze of exemptions end provisions for reduced rates 

.for various types of activities. Au with other features of the tax, 

the exermtion structure varies considerably from one Jurisdiction to 

another,
 

The uAminist:ation of the tax is further con-licated by the use 

ofe cd..ntly detailed criteria designed to define various types of 

taxable commercial and industrial undertakings and by cutnbersome 

metbods of declr'ation w-.d payment. in view of these considerations, 

it is not surlprising that evasion is wuconunon]y high, as perhans 80% 
3 

of liable firms do not pay the tax at all. In addition, the arbitrary 

2. The ,txkct . tnd natumre of tax rates is even niore diverse. Soe 
Iliuicipalities impqoe the tau: at afd valo'em (progr'essive rnd propor
tional) r tec, on both gross; stle; and monthly ren(t, but employ specific 
(but variiiile) rates upon installed hornepoweer rtes. Other jurisdic
tions employ sozro confbination of specific mid ad-valorem rates for 
sone activities cad variable liccrsr: fees for other. 

3. Richtx'd Dird, Trixc:L.on and Dee.or.nt (Camibridge: Harvarvd 
University Pr',.rs, 19(7), p. 98. Thiti ntu ., 4as in manuncript forn 
at the tirle o the colrdsigion. :inv t.;aon3 in the sumiaer of 3.968 
Erni vas kindly ,..tde available by ite a.uthor. 

http:Dee.or.nt
http:Trixc:L.on
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manner of ;iirposin ,: the tax: creates substantial opportuniti.s for corrup

tion atnong rmnicipal tax inspectors, as interviews by the author with 

uzve:.enconerined poities have confirined. Because of these f'catu~os the 

tc.) ir considered to be wl unmitigated nuisance by the buiiness co:.munity, 

if we nciy take the periodic pronouncements concerning the tcx by Fen-alco 

(Th Columibiun equivalent of the NationaJl Chamber of Comr.irce) st Lace 

value. 

2. The distribution of the burden of the tax, althouaih impossible to 

estintate given the highly arbitrary noture of the tsx, is almost Surely 

qi.te regressive in character. More will be said on this later. Consid

erations of income distribution aside, .it is al:leged th.t tn inordinate 

shave of the tax is paid by industrial f'irnm whereas the -4abeil..ty of' 

comr:ereia concerns such as vho.lesalers and service establi.shments, evn 

quite large ones, is trpile.lly very lifht. In addition, the tax does 

not apply to the operation of the rapidly ,ro,ng cooperatives. TPeprel of 

the industry and commcrc- tax would at least place privte retsilers o1 

a nore equal footing wtith the cooperatives, which presently enjoy roarl!.ed 
5
 

tax preferences of several types.'
 

i , It is not known howr mueb of the opposition to the to): is tracea-ble to 
opposition to "lnixes in general, but knowled{goeab.e nembers of the bureIncss 
corrtinity indicate that crimost any other form of rinicipally-levied tax 
would be preferable to the Industry end Colrme.'ce Tax. 

5. CooprativHes have been set up by various institutions such LS the 
Ccyitrttl Bank, Avianca, the Pational Police ond such lorge private firpms as 
laveria. Sonch cooper ivc s moke sales not only to enp).oyc.cs of the :.;ponsor
iwg firm or aglency but to the general public us.wclL, and wre sbJ.e to Se1 
et sbstanttiilly lover prices, since,, the locale is provice,], without cos 
,"they anro. exe,>pt :Con all natio-11:," tazes (e::cept the sales tan). , Ln y
 

':re l]wor e c o ,h tot c;itidn substantial quantity deseounxis f'iom suppliers1.
 

http:enp).oyc.cs
http:roarl!.ed
http:uzve:.en


3. The rationale for taxation of business activity as such by
 

municipal governments is not by any means self evident. As Netzer has
 

noted, local government taxes measured on such a peculiar basis, such
 

as the Colombian industry and eortmerce tax, lack any theoretical basis,
 

and msy well lead to distortions in decisions concerning the location of
 
6 

business activity, especially if the taxes of the tax are increased during
 

future periods of municipal fiscal pressure. If the tax is retained,
 

resort to higher rates to support the growing level of municipal expendi

tures (especiea.ly in the largest cities) is virtually certain, given the
 

very low revenu.e elasticity of the typical municipal tax base.
 

All considerations point to the desirability of immediate abolition
 

of this highly defective tax. But repeal of the Industry and Commerce
 

tax would involve a substantial loss of revenue for many municipalities,
 

especially the four largest. Revenues from the industry and commerce tax
 

accounted ,or 21% and 23% of country-wide municipal tax revenues (6%and
 
7. 

T% of total current municipal revenues) in 1966 and 1967, the picture was
 

somewhat different for the four largest cities (Bogota, Cali, Medellin,
 

and Barranquilla), where the yield from the tax constituted 23%.and 27%
 

of their combined tax revenues for the same period. The tax was especially
 

6. Dick Netzer, "Some Aspects of Local Government Finances," Report No. 
51, Economic Development Series, The Center for International Affairs, 
p. 89. 

7. The low share of industry and commerce tax revenues in total municipal
 
current revenues provides a very misleading impression of the importance of
 
the tax. The relative revenue importance of the tax would be far greater
 
if income from municipal enterprises (water, electricity, and telephone
 
companies) were repoted on a net basis. At present such revenues are
 
reported on a gross basis, and most municipal enterprises operate with
 
very large deficits. In view of this consideration, it is evident that
 
industry and commerce tax revenues consitute a large portion of general
 
government revenues over which the municipalities have some discretion
 
concerning their use.
 

http:especiea.ly


i~rcp~u ~urcfo) r ta-11T llacnd 14eete.lin in 1966-6*1 
VW . (luCO~itud for noaly hv.J.f ofA all to.,- Lo ~rnul~cn ~u 

C) S.08,9 1.~ th & ~ z'.~.tttxs in.r M OCljili over' tile Pe%-od. 

Per u "y".ta collcutin p.f~Jrovi de ejother mi rture of thc iupc:Ir twce o~' 

tI~texin naiu~~ pu'~ f the country, Por thle fotir 1ntr~et cll-ies, 

jruita~ cr::ocir in 1966 was1t 1-130, but 1P5W.D(u(Y fur' the r'e-t 

u.tzi~,t.citliocs P 6 for thtu part of Ol,.- aptarv;mmt of f!utioqi outiiide 

Vi'dellyn, ond onl-,y P 2 for the rest of the country.
 

Somre furirr notion of the importance of the industry anid conurzrce
 

tv-' in total xunicipn3. tt-,>. zevoen.es 
 mky be gleaiucd from the fcet thcat itn 

:966; ihc yie).dI of the tax was second only to thc real. property tax &IJ a
 

&onrce 
 of: tnx rrevenv(! for 611 municpalities togcther. In the sge 

cities the yid of the indust-ry Esid com:nrce ttx igci, n thc: rverqz, )CL' 

~O;of' thc revcnues Crani the property tax. In the rest of thre coutitrvy 

3::erluu from thei tax is onl~y about o1n-thIrd of' that of the prop'.,rty ta- 12 

In view of the figurc3 cited above, it must be ccnc3.ud-,.d that the 

i ndi-Otry andI cexoi.-,reco trnx cv-nrot be v;imply aboliblied, becuu.se .; too 

!.DEt~ P-11Iplie1 by the-. Nntionoul Budgct Office, Bogota. 

9. Pvoiwctiv "o), 39(58 indic~tte ft~-her rio'e in tho rmlct-jxe iezv:zcu eu--P the tvx in (0 1 mnaA.r ir'5ridi~im JipominC it, bocavuser!,inly of vtiCic.
c5pre 42a :.'Lte .1IO S. 

10. D)ick U'~"."Thel Indw-tria y Cwirercio ru:Tex a Suumn, of' Miuicipul
Ruvjiv,"Typeu-itl-teii June 22, 3.963. 

1t h ou rgat tist tcmnuntod a'bout~ at~ for 60'~ of w?.tiornwfidC.*11(..iouls fi ci thle tco-1 1966 nw2Z hc. 5.nand 1.1 to'IuJ. 190"t. 
') andd )..L *,y , 4 % 

http:becuu.se
http:zevoen.es


;-'kua revenue flource in the £our(;c eftivs; it ,ni'trl lu, 

ruplucd by aznothcr, zore retionrt. forp, Of t: that will prOVl.2e t%, 

an~C) Fx-ount of' rmm~uc,Y)cquivlent 

A nunber of' possib~la iattcrnntivcs to the tm. have bccn excmine, 

inclJAu~inr,: the converg~im Cf' the tax. to u. ba:iv consiut-'rj eiitirejlv of' 

exosmi SO~tex, a. low rate niunicipu2. mipJemont to the r~atiouujil. sIO tEa.X, 

a i,,ejniuipa-l surchoxge on the nationo.1 buoiurmrs inco-.x tsx, vrti a low 

IateC retaij SVCLCB trM. The next rwction disCe-noes the relativerc-i 

of eac0h of' the potentirL replacemets 

B3. Plosurib3e Alternativec. for Rcplac'in!7 the Tay, 

1. Conversion of the Tnh:': to n. ros Sales~1hc 
13 

A prcvio-i ,,I-.tdy rce~~1thaot the &xhc.6ecotc. 

into a un;if*orm 3.'qate lecvy bwsed entirely on L'p'ori srtle;in;t of t. 

prcosent comubin~ati on of' trrosjs Gulesl plant pcrrtidleow . 

Thin~ particu3.cr study elso suggest,.,d that- the t, ix couild bo wa~de jno*:.e 

iP)rl~dxcltivw, of' revenue n31iiily by ruising the ritte. 

Althlot;j,11 &J.Iuo.'3t I'my other form of I.a; Ould 1'( preo rk.bJl to that 
no~loved, this propo'JeJ shouldI never be rxr~.~ly ~l ~ , 

r.onvois:ion of' the taix bose to that of' .,',osc Lv ou:ld amount to the 

Cruation 0-1' a very r 'ujjdL L.Ititiple rtage tunvrta% o--n of' the worot 

tee ever conceived, 

http:particu3.cr
http:prOVl.2e


2. A Lor~u,- 1i cpipeA t thpuu ~Llt. 

Rep.acexcnt of the ind.ustry and coneoeCe tfx by - IMo rate suppleuent 

to the sL It.or, tax does not appear as long asIthe pre.-entr'alen fuc:ible 

mnufetu-r.; V'O"1..1, of salUesJ tax is retlained, 

If[ ths i'.cLrnative we to be adopted, ,eveucs derivec. by each 

municIpclity would decpend solely upon the volume of" sales within the 

mun. oi:pLity tha.t is traxable under the nLtional 3oI.os tox. It should be 

recalled that "b , resent national sales tax is by no u.euns a. general 

levy: food, i are exLerpt, mid a 3.wrTe ordrug; nd textbooks proportion 
taxable activities is unevenly concentrated a.ong muni cip Lil.s. 

,'ost small ,unicipalitice have virtually no orulffacturin. activitv 

subject to the national sales tax hence they would derive very little 

beueIf:t from a 1i:,plcm.-nturr rate on the nationau1 :les.tex, Eren7 .f 

.,wc dis."egcard th pruobletmni o* thu siial. Juyisdictions (who are not collect.in/ 

thc industry end co .erce t:u to any extent tinyviy ) adoption of the pro

p ota. *"r¢ou[Id gvc rise to wt'bitray variations in'revenues from sueh a 

thipp.eumcnt as betvcen the ].ager imuicipalities that aru nowr collectin(, 

the industry and coimerce tax, as rmnici]p)l revenucs from this .iource 

v'ould be deptnrvi,"' t upon the . reJ.ati of taxable .:&d Ce.ptdist(rbution 


as bc[,'wern munieip:- ties.
activities 

l4. Adoption of this a]tc.rurtive would be a boon for L3ogota, s;nrce nbouti.ha.lf o:' national rees t.x c(oJ.lections nxi,-te in th'.i ., jurisdiction. A 

city such tw.l ~ich for Oor 1/3 Of 1111tiouialwh'a~a rs~erpolnzibJe 
oip: c 'i'e pr..ic Ion would Ocrive romsive benefits from this behemec 

n !,rpwre'n'Pni,. ',ct.b happells Located therceta v3ivityr to be :.i 
ti .t s ;-' tax :,r, iy]o;e' upon im ,o:i.1,cl i') 1hC C %toms,oI ie :., O 

Wou Id 'ec': t:o th:: pe!'x r:Lic:; of' C:,x.';,'L'.:r:. . U,,. <. ;L. .'tL . ''~ ~ l . 

and ]c;r:nae. a, 

http:collect.in
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Anu:ittvi.lp; . to atll:oca£t vi~ue r-, th r su aq*thnye ~~~e r~net Not-, 

of cornirnunptiij of~ A;xod itc'ms (i. e, , uAa dec tinuti2on2 =1~; rc) Voudi~1 be 

by, lbe nukL:caul gove~rnmen~t with 3.ater rumiWJttauic( to Ann~epl 

tivo cone~ s:iple bas~i such Rs popuf!lati (c vou] d subs. tially: trod' 
15 

MUi~zCipal M'Ji i(CLutioy In itiol , it. i"3 t±J-likc.J' T'h ud the 

muicipalticr now reKlying eil?~W~ up)on the induct:.y anrd non-.nrrc- tax 

viotud accept riich n sol~ution, Rivcn Mle (Weat Uit}pnrity bet .ucn pier c'ipitri 

of rentcollJections! for citie iffetS s ize nrenti oncd vbove, 

Fi~nal~ly, if ehm1cnes i~n oulde; tax: rrf.t01 recornenfded in a prcviou3 

ection axe udoptud~, thereo ;.ll. be rther iwaykcc inCreasua: in the huight
 

of numriber of *them, Problens. of coHbutting evasion and r u&King m;ill
 

he diffi cult enof in the p:ve!ence tne withnW
of'higher nflt evc 


sup:lewent Lr~y WesC! for t he run i.ci palities.
 

;~. cm 1,t~3. A unc ~hrch~wt 	 onmvm. 

On the suyfuce, the possibility oA ypl.Ieor the revenuau that vouXM 

be l.ost by- ebolition of the 2rnustry end (:omrce tCX~ by edoption of a 

nuni.ci.pb uureihwqLc on tlhe noticmn buuess S)coIr2* . P o0 upear A: 

Pousur3s n~otablJe LfkIt~~~:.Such a &v(,:arg~e l'fdUbdJ entiit' 

a far more elasrtic revenue :orco thrcii tic? pres-n-L t~-:, cal wuiv).i-: 

be acceptablec to tho Acrgor irauii~cipali.at:-a pi-ovi.cld proc(reC'-d, from the 

frcharui,vg e c )"re-turneci to thet ar(!r of orig~in. 

3.5. Poi r~ extensi.ve (LI cyqvn of t'±r napd. I or docentroLi nAtion ill 
eL/&n'cmi:. 	.attyiv iv the prcur±vatic'1 of onmie degraee of l'cal Zfgnc.J 
autoom~y , s:cc hird, op Ell., . 7-1557. 

http:extensi.ve
http:nuni.ci.pb
http:Anu:ittvi.lp
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flowrever, thi c; S~trr-t1ivo should be eocIIec RS a S0001161 (): t.hrd 

be;!-,rI- solution 1'r a riu-mboro of 10501n.3. 

Yis, ltuid tj.ri.rth In re-vemies f'ruii the iindustry wmd coninerce tax 

(d. -I~ny to vnat)rIent oV hi ghel' rutos) in the I1.!t three ycwkrs would 

iienri thcr.t the r.'tce reqlr(.. for miy compn~et-Ing ivuroxge on Ole businoss 

nci t rmzluU havc to be quit(- igh. As Table I. indicates, the level. 

of, tb.' srcharc' that ArouILi have been r(equl.red in the years !965 throug:,h 

196Y( Nould! hr.va beeon 12.8"Y, 13.9'5 and 9.15 respectively. FroJectionS 

t,±-do by tLhe IPJAm,,!jco MlinisL_-y Dudg(et 01.Ice of' Yielodrcoe'ta 

m)(3) ndus-r-y nd co~zretax revenues inldicate 1;hct the am~che-rje re

quired in 3.9;S8 wo-ol~:L have to be on the order of'1, duc tIo a. 1,JVrg pro-

jeteC Ijupm In ivcvnues f'rom~ the latter (because of onactw.n±nt of bigher 

re~tefr) &andoL a mc :!ac Lidvcu-c in Vrhe f'omrer. 

A 	suc~~~of' tho ordcr Yequfirei to compaLtc for repeal Of' tho 

6ur nn corLnCrec tao: ic; riot Jliholy tVo be accceptable no-r advisable, 

oviyeciai.1y i : t.here i s no0 charge in the differeritiV1 tretw~ent of corpora

tio~n vi.s-a.-virs )Aiitled liability comnpanie~s under the burincess income 
:1. 6 

tax. Corp~orat~ions 0.rea~y bear a Cli~nproportioiimte mmovint of' the burden 

o:' the b'1-rc~; rieo~e 1tax tind would inicur iiiuch (,eater iner'eales irl tox 

:Ueabi~ity hoec of't rcathha the alrpeady J!envored limited 

There wcoulcl alsu bc u very th,.orny ciuesktion concerning, tbu manner in 

whiCh revernuz!s collectoed by the t'urchnarl-A mould be elJlocatnd to tbe 

16. 	 E-:o .cia 6.lu'L--,to,', Re 1.ox m o. the 3uieI-13 Tfc~x 'Stet'c" .h 
P41P n , 1.:1.of' tbin v'u " ction 1XX-A. 

http:oviyeciai.1y


Tae :I 

W0.rs Iiiucrn(; Ta.x Surch utrc~~ur~ oCp~~ for 

(POSO iigurecl in mijJJAo11) 

1.965 3.966 ____-), 

ommre Tax u.6.3 P)i ) .3 .)h 

Income Tax 

0. Level of Surch.r~yo on 3uines,_ 
Iiiconce Taxes Rcq,icd -to 
Cwrpmn atc for flepcai of 
Indxistry wid Comr-:!rce Tax 
(RowAr It s percentfw"e of 
Row Yi for each y(oavr) 

9.5 

PJ..8,5 

1,0:15.0 

1'4.0.7 

1,362.1 

.1 

SOURCE: Datat cupplie 
Bogota. 

by the N~C t :v~.1 ) 12d Off -'Cc , !-,.5tryI V ~ cc: 



diff-, .ent x;nici.:[p i.ics The .location would be adnjnistratively 

workable on1.y if tihe repeal of the industry nd commerce tax coupled with 

the esitb.ishiaent of the surchairge were desired in order to redistribute 

incok ,no mu1ci-I.ties. IP this were the case, then some simple 

formula suDc. as ,opuLation per municipality could be employed as the 

crteria for allocation. 

Hoirever, it should be recalled that the primary concern in this 

p.rticular case is to provide those municipalities that have been relying 

on the existing tax with a neu tax source of' at least equal revenue yield. 

Allocation of the surcharke on a- per capita basis would certainly be 

resisted quite st'cngly by the four largest cities, especially Madellin 

(which tends to be quitc jealous of its fiscal perogatives), since the 

prescnt ta:: has uu.e. such a lfj.LgLe prOpo'.tiof Of i3ts. totel tsx .nvernlea 

for qvite z.:on:e tine. r-ercforc, allocation of any business tax surchlrge 

on a population basitn d.oes not r.ipr ,'easib.e. 

If some oimple criteria for allocation, such as population, cannot 

be used, alternative fon-.ulas :.l:. certainly involve significant adzidnis

trativc difficulties. A large portion of nationwide business enterprises, 

in p .-ticular la.'ge indu.strial concerns and -nost laa'e distributors, file 

their income tcax decla .Lions on a consolidcated basi.s in Bogota (Sears, 

Bavaria, Vida, 'Tihx, Tnpicn., etc, ) Medellin (Tnnia, Ley, Caravona, 

Drogueria Neuva Yorh) mid Cal. (Carvaja., Dclmonte). That is, income tox 

on the 0a1Jrn.-wi of' these iH declared end paid mainlyoeratic'ns firns 

in the th',:ee largest municipra tieti. The exinLence of this pattern of 

paycnt c;FL..3 doubt on the feEL bility of C:3llPaoyin, c. bvtinesn income 1a 

surchirge c.' a re ] .;:c '., i'" tL ",: , .n "i-rt: ic' ,ouldr the 
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broader, miore incoie elastic base, revenues from the retail levy will 

rapid y come to' exceed that now obtained from the industry and coire.rce 
17 

tax. Apart from the greater revenue elasticity of the tax, which vill 

substantially bolster the fiscal capacity and. hence strengthen the 

antonarmy of mvuniipal governments, there are a number of other major 

advnntages of this reform, of vihich the following appear to be most 

important: 

(a) Under the new approach it will finally be possible to include 

a nunber of services rithin the indirect tax system on a rational basis. 

Unless the retail tax is adopted, expanded coverage of service-type expendi

tures will be possible only if a series of municipal or department exciae
 

levikes upon aervices cae established. The distributive and allocative 

arg ments for i.ncludig services in the tax baise, as well as particu~ar 

services appropr:iate for inclusion in the scope of the retail tax, are 

discussed in a subsequent section and need not be restated here. There is, 

in addition, e-n advdnistrative argument for including services in the
18 

base of a ret3.. tax, also discussed in a later section. 

(b) The new tax vill. contribute toward a more equitable tax structure 

since its iitpact will almost surely not be as regressive end erratic 0s tho 

industry iwd cowmeerce tex. That is to say, there is good reason to believe 

17. See Appendix 1 of'this chapter for revenue estimates for a possible 

municipal retail sales tax. 

18. See foction II of this chapter. 



that a retel tax vith food exempt 
and certain income elastic services
 

taxable, will (under'reasonable 
shifting assumptions) not only 

be not
 

No concrete
least slightly progressive.but most likely atregressive, 

statements can be made concerning 
the probable distributive impact 

of the
 

existing tax, since it is levied 
in such an arbitrary manner and 

since
 

the base varies so widely between 
municipalities. However, it is known
 

that the present industry and 
commerce tax is levied upon a 

large number
 

and processors of food products.
 
of retail grocery stores, food 

wholesalers, 


half of the taxpaying firms in
 almost one 
For example, in Bogota in 1966 

Fully two
retail food firms. 
category were classified as 
the "commerce" 

In the
 

thirds of these firms were of 
the small, family operated variety. 


"industry" category, 666 firms 
in Bogota were manufacturers 

or processors
 

of food and drink products.
19 It is impossible to calculate 

how much of
 

to consumers,shifted forward 
the taxes paid by these firms is typically 

but to the extent forward shifting 
take3 place, the tax has significant
 

regressive characteristics on the 
income uses side.
 

adoption of the retail tax in 
place
 

(c) On the administrative front,
20 


of the existing tax municipal 
tax authorities would be dealing 

with a far
 

fewer number of taxpying firms 
than is the case with the existing 

tax and
 

with firms significantly larger 
on the average than at present.
 

38,239 firms paying industry 
and commerce tax
 

For example, there were 


Of this number, Toughly one half 
paid less than
 

in 1966 in Bogota alone. 


.
 

19. Distrito Especial de Bogota, 
Anuario Estadistico 1966, pp. 129-

1311


Chapter _,
"Sales Tax Reform," Section VI-2, of 

20. See ,alcolm Gillis, 
discussion of the administrative feasibility 

of employing 
this volume for a 
retail taxation in developing economies.
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P 50 ]%ir month 2 1 (tapprori/netely U.f,. :3.0C, c.t .968 eh g -ts). 

it ia certain tiat the nuniber of t..-g .t'[ imqgd be drotiom1
 

reduced it" a r'eteil tdl of the type Py'P3c:& vv.,'e rdopt- io replcco the
 

present highly defective lovy. P,ugh caloru.titiono int.:;.¢.ate theat if food
 

vere excmpted and. certuin ae.v-.ccu Fexab]nd if very Irere
- L:mcll firm: 

excIAed from the Scope of the tov the ,n,,iberof t,-",:irg firm in 

Bogota vould be in the neighborhood of 6,000 to 9,000, instead of the 

nearly 4.'0,000 now subject to the ndut" cadO i rC tax.,, . -

If we nuy assumve that little or no r-,uictici wotld be mAde in the number 

of personG now responoible for adiitering th p.reent tax-:, insp-ctor, 

would be able to devote onbotan, ic1ia3y grecte~r nmouta ov time in assesment 

and mudit activity to each J'irm codinlg unclTh the scope of the nev tax. On 

the other hand, the maber of inspcctor's coi)..d be narkedly reducced aud the 

training and salarieol of those r,:. ...nng coald Ive concme,'vr-bly improved 

without increaoed adbiniitrativo out.lty&s. Yurtha-:m-ore, ixpsctor'i; !ould mot 

be collecting a tax that in comp.,e, cly ftrv'cv to them, as they (we (in 

most jurisdictions) at present facd wi.tb the necessity of determining gross 

soles for each firm for purposes o^ ibe ozi'tiin tz,. 

An rddition&±l administretivc, 1%~ff~o. ta. as ai of the retail 

replacement fro the 10aucntt ie*c thai, a nu er 01 othe ulreaOlv esting 

municipal in&aLect taxei, rsachi a that umon tiii.ons, could be easily 

incorporated into the r.etaul tax. 

21, Distrito ,cpeeia. de Borgot.a, cm. cit., p, .3. 

22. he removw. of -r,l vendors l:.m the Bc ope of th. t.'x rendT, inve-1i6 the 
traditional objection to retail t.x'- il',l c., i, nmt orN, that of alleged
alministrative infeasibility. 



(d) The now-tax vil:. bring valuable which 0*li beoperience the'i 

applied to the opcration of the nattional svles ta): once it is shifted toward 

the retail level. The ilunicipal tax void nolu be abolished in this event, 

but would be irnposcc. at supplementar.,y rates to thc nat.onal .er,,with 

consequent econonies in both admini stration ond compliance. 

(e) Unlike the industry e.nd coeirmereo tax, the proposed retail levy will 

provide some incentive M3ore tnAd less, aslight to save , consu.,e since Civen 

consiuner rosy decrease his tax lioa ility by reducing his taxable consumption. 

However, at low rates of tax this influence i not ]..,.kely to be particularly 

strong, given the presence of exciiptions and the apparent extent to v.hich
 

seving in Colombia is made for purposes of finalcing future consumption.
 

2. The Structure of the TaX
 

a. General 1iaturcs 

The revenue froa the propo3ed rerI.il sales tax should acc-re to
 

those mnuniciplities in hich it is col..cctad, and fornsi].ity'o3 its 

administration should rest with the municip lities. Ilowever, the .;truetiuve 

of the tax should be uinifoa for all );.aicipru_."A .e- in which it is imposed, 

although the level of tax raten acctur,..ly ciloyed could., .ithin ! irits, 

be left to the dj.sc-,retion of the rarious jurisdictions, Application of 

thp tax, at leasnt at the outset, on.].id bo confinod to the lvrrer minici

palities, .s for ezwiple, those with more tban 50,000 or perhap] i00,000 

inhabitanta. 2 3 )Bcauroe the indu,%Lry and comnerce tax- is not now etffeetively 

.ollected b~y the smljiulr iu.eiiCIties, inl!] restriction would involve no 

nig,nifieani revenue los s for "iuri. 

23. If tho ox wore c-nf%:oned to ninnaC2]P1i'ius viotewith popucAtion of 

50,000 or ,oe, thb.r vm ld .ma, th " i , ;ly h o! thhell'V:OIAI(1(!.y the tatx. 
Therc tire ait lectst .:ceniu.'.i;i ," u i iL1i pc.))ulation in exes of 

100,000.
 



b. T,u. ,.,.toPr)o~cts
 

ill products uold at retaia should be subject to tax nlcss speci

ficvfly excmpted. T.he most i.Lportant excmpt:ion that should be ,ade is 

food, biit not food 7old in t xable restuurailts. Mhe exemption of food 

is designed to prevent the tax from being regressive in its incidence. In 

addition, cortatn itemw3 nou e:,ewpt from tihe national-1 ies ta)-, such as 

drugs and textbooks, might be exempted so as to be consisitent with 

other objectives of public policy. 

e. L:cluqion of f3mall Firms 

Firrns having no paid emp.Loyees and Nwith monthly sales of less 

thn say 3,000 to 5,000 pesos should be excluded fropi the scope of this 

levy, since effective collection from such enterprises is not feasible in 

thte context of a sing;le stage retadl. tax. A larg;e nilriber of auuh fPIXI 

vould ,uto:atieally be c:xtmpt by virtue of tie exemption of food. 

Fea.- is sometimrs voiced that the expediency of excepting niael 

firms frow the scope of a salcs tax is inherently enti-developunente.t, 

since these firms are likely to be less efficient than their larger 

counterparts. Expeience in other countries indicates that this fear is 

25 
largely unfounded, us the provess of development itself tends to erode 

the nubcr of wwa. fiumo in any case. 

2h. Food Eshiould br defined i'n'thb same w'vy at, i reconuended for the 
natieu. saes tax. Se Chptr _, Part II of this volurict, Secticn 
nVatito ta.'o a""B'e ' r"C 

25. 	 C.f., M.colm Gilliz, Si.es, Tpxation in .DeveloA:. y onomy.., M.e 
hilean CLse (Unrpublished Phi) D:sertaton, University of Illinois, 1968), 
p. 371 . 



O. 

d. Rn.tcs 

Thie tnIx Jio' bearose at a general :l..t note or 2% on oll. 

te',xable products, althoug~h a higho- .r'M,of' perhaps 1i" " cold bc, applied 

to cert.in speciical3y enumerated cerviccs, In view of the fact that 

higher natn(.,rrn tax rates on uxury prodct; hnxe boon recomminded, 

nationul tox policy requires that some aitl'mpit b made to i.)joas something 

apTproaching the retail cquiv I.eiats uf the rts on ouch pvoduct:w to tlho 
27
 

consumption of luxuxy cervices. Othuruice, consuiers vill ave a 

strong incentive to divert more of thuiv .)eendituren toward purchse of 

such items, thereby thuorting the vi.-s of luxury ta:ation and futther
 

warping the allocation of resourco.
 

e. Natur, of T'xa:3e Scrvice..:. 

Only soeif.:ly enumerntcd services Yould bc indcuded in the base 

of the tax, in c'oncast to the tr.t:imvnt Por prout.1n (ha2 goods oot 

spcifical.y x,,t~ec 'ould bc .d tWi)Only those cervices of a coni.;uuOt~ol! 

notura and redn ";red by comcc.irl ... ,jhou-.. be IN hi 

the scope of the tax. A h.tcr e. ,. of ,.ht:.c chapter dca.a with th; 

1pa of services suitve for inciusion in th., retail tux buze. 

. Other.Con'ider.tion3 

Al.though it would be in;,f .oprite at ii 'imf to cntnr into a 

detailed cli;iu osnion, of the v'arious ,l 'ni ntrn.. techniquo d minor 

s rucLurt,- provisions that wou!d hc]p to insure r;nooth opration o" tho 

tx, it is voxthwhie to icc.c tho nature of come of the tiypes of 

questions that ui.l, have to b eco',,.der-, 

26, iei it. -50 a-oluteiy ipotvu tt al! ';..t:,b.e prodvcto b, 'ubjceitto.one I,,o:ic Y.'tu va,],:r W[,:.M C.I] ta,. no uc . ma' difficu]ltikn s:hould] n'rioue
 
.f Lea',.in, t:[': iceyI?"u* pn)oll(],. . Que eal..bl'Shmentn were oub.
ject to a ;i.g.r .roo. 

27. See b,']ow, Section Hi-A,!'u., v'.Wenc~nion ,f t~he pvocise nattz;., of' 
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tcn imuI 	 d p 1A) II!c. r". c'L,-z ~urint-, thle r 1. d hi mw *~: r 

thb'un whenl pay-reut "r; eova 

(ii.) For .iarger Firuwz (suich es "3c~xfi ,Tpic., L.by ,Cuv-. jna. C'* 

be cg.vom to leat1as~t init,.ally, iryCClutc'r£c 	 :ilr 

fixLi18 subj-ect to ta-ws mcoder to 1dIuiNfA 'r cu tho -;tratin ul~ok~;epi~
 

causead lrj thea coxuinat.:'on of iu.cc of the acw-ouail bas.is uc!th oIjstrnce of
 

sub'tcianti al ;uccowitsr recei vabJ.e.
 

(i) 	 TVhc taxc ihou)-a bc ucxplicabio to the tatcL net eir;pac 

rathcr thcau pr-ice incluiive of~ tCax. Ce.reflll COn i ratl ci coul(i br.. (,wer4 

to the mrtter of wbethcr the tox ie to b - quoltcld~~t2' rmie ~ 

price. T'Do agmicwtr in favor of jsuch a p,:'ovi-4ion hI).CObc11 cu~l 
28 

cite6&Dfd W...not b,: rcafll(?OL herre. 

1I , 1	 Thf( L Xy.tio!I of crri'~ces 

A. 	te C-asc for Ucavier Tthxation 

of Cert,-aSn Scr.'iccu 

A ratlmr beavy ,xc..,m.ua shoi').c be wttached to the inmxylorr~ticn al."~ 

rct g-rc~.tu'r n~uih-:r oV r)ri.1s A;U.'6y1te'ily c.,ezW.tChsi the o00pC: 

Of t.-L:ecttion the. cose atecjt r.&grriier bt thr.-m:~ 

29. It, be t-o refor o~icc:.r~ to th(-c--.L'eJi 5on of tbew vor,'! 
J.WX~r OC'.f ~Z1C'CQth ~ '(~rt l~)~utflff pa:,,rr c w 

c umpJ. e 
1,1iS.ch u 

I:.a .I L Gs 11'cctve 
b.* Ciiep-.vi.'w: 

, 

Piy.LI.lwtt 1. cj 
mi-Cf~ert:o 

tiLj. V)JUrZ 
1circ 
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mri,-73hallecd :in f', or of Eich aestp. 

...: on cf the 6f indirect .Xat.o. 

include P grester number of serv:.c cxencliztues would without question 

eCubl.ne the o-Ver3,. revenuc elasticity of the tax Pystem, thereby advencing 

Levin's inenious stu(y 3 0 

P.irt, th. extcr1 ;es.p so to 

toxof the pri,,objective3 of the reform. one 

of "Lhe cffects of economic development upon sales tax bases cles-ily 

:i"t).a. that t.]e inclusion of servi(-.s in genyoral (utilities, rent, re

creation r u,,,r,:t t2oportat.on exc.uding automobiles and miscel

tuieoua Eervicos) may be expected to zig-ificantly contribute to the long 

as that ofrun revenue e.aRti.city of a. sales tax in an econoaky such 

Colombia, A.thour-,h the results of any study bused on cross-sectional 

coirmpison of conswvption on an internatio-natl scale should, as Levin varns, 

supportlvith they do lend to 

the oft.-rCpute ne.ief t1at tLhe inclusion of scir,ices enhwnces the rtveiu

ela.sI'tici ,.Yof 11r,i.'ect t}x S 

The conscounueecs foi revenue el.eaticity of the inc.usion of services 

within the scope Cf Colo',:bi.on indirect taxation should be ever more 

f*vor'b.lc thun surgcted by Levin's analysiq, because the primary emphrwis 

is upon income elastic ser-ices of a 

be interpreted care, addition al empiricaJ 

of th proposals discussed below 

l:uXry ,.atuc. rrther than uervices in general. For example, such services 

as utint: e5 )-2nt .0ouJld not b. brouht vithin"the indirect tarx base. . L.nCl 


30. Jonathan Lui:. "The feets of Econonlic Development on the Base of 

F, ,cdc. Tax: A Cine Stuy o! Co2.omb...." "nternationaIl ,onetary And Stiff 

1 i In-,3, .I'' i. pp. Levin inidficates that as naticns rise from 

the :I~4~2t to t,,':t'h egtegor:ies, the incoeme.. p m" C.,it. i.nco'c 

e.i;sti.c y com2;p' ;t o.r [fe'v.cos gone r- be about
of -. i.n y placer at 

].. Ji.L ..tiIt e:xpcn. 'tM'c on there item"z. by 3.2% for each 1.05
 
ircra' ::h :-", [t ilr,:
J c 

http:f*vor'b.lc
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strviw7esThe accent upon inco,:,a oratin of ,iorne luxury in the tax base 

is also desi;yncd to build a g ,reater de.:.i'ee of prog',es.jivity into thc 

fisciral system, one of the princine]. (goals of the overall tax reform. 31 

In addition, a nunber of the service type expenditures that have 

been selected for heavier ttcxation and/or inclusion in the tax base for 

the first tine, ore characterized by , very lhigh itport content, particu

larly telephone service, foreign tria.vel and the 'vives derived from 

automobile ownership. Reasons for the advia1"iJ.ity of discour-aging import

intensive consumption in Colombia have been discussed previously and need 
32

here.not be restated 

hl imposition new heavier upon services also2e of or taxes mIaxy may 

be justified as a means of improving resource allocation. The imposition 

of the national sale3 tax upon a wide variety of commodities alt.tiost certain

ly had the effect of deflecting some dcairtaid to the .Oargely urIaxed services 

31. See Malcoln Gillis, "Object.ives w'id 1.!PPsis of Indirect Trx oBeform," 
which appears as Chapter . Part II. 11o,.:evcr, care should be t.ken not 
to exaggerate the contribution that the inclusion of .3ervices in the in
direct tax base can make to a more equitable tax ,tructure. Recent resenrch 
indicates that including services in the tax base of state retail taxes in 
the United States increases the progres,ivity of the sales tax by only in
significant at.ounts, especial..y if uti"lities and medical services are not 
exempted. $.c David G. Davies, "The Significance of TMxation of Services 
for the Patte.)n of Distribution of Ty.x 13urden by In,-ome Class. " Paper 
presented at the 62nd Oonihrr~nee of ational Tx Association, Sept.Th(.i 1969. 
!otri thstandin this findi ,, the very .harp ei .i-di fferentiated consturp

tionpatterns in Colobia, t,ypical of both products zud servi ces, insures 
that selective inclusion of certain seridcec in the tax base will enhance 
progressivity. 

32. Ibid. section 



2a. 

sectors, and d6ption of high)er s ,ie:- tax rates proposed in the 

previous ,ha.pts, sy be expected to create fu,rther pressures in this 

direction, should the tox t'eatmt~ent of' services r2,wain xuicbln[hsed. 

In addition, should the commission accept the propb..al for a rnnli.ci

pal retail salen tax, and/or if the national sales tax is moved toward 

the retai.l level, there vil be a strong: administrative argramcnt for 

taxation of mtay services. Inclusion of certain ser-vices sirmplifies the 

administration of such taxes, especially in cases vhre finns (such Eis 

repair shops) enange in both the sale of coimodities as well afs the 

rendering of services. floever, the problems caused for a retail. tax by 

failure to tax services is nob confined to those associated ,ith repair
 

nos.33 

Finally, although it has already been rioted that incorporation of 

more services into the tax base would enhance the long run revenue 

clustluity of the indirect tay system, it is importtant to emphasize that 

the iranediate revenue conscquences of such action will not be in,-onsequn.

tial. Greater reliance upon the taxation of se'rvices will contribute 

6in).ficantly to closing the projected mas.sive fiscal gaps fucinr. both 

the municipal and departmentcl levels of government, to wrm ient of the 

additional service tfaxition revei-ie vould accrue. 

33. 'Aetaxation of such services avoids the vexint, problem of separa
ting the corir:odity and service element in price. 11kis difficulty arisea, 
either when only the com iodity elem, i; or the service element is taxable. 
Aside from reptir shops there are i-our. instance, inini w,hich the actuaj. 
rale price of a product service CiluCL.,elerMrents suh1i n. e(ivti-;Tg, 

Irgen. Pre.'m not tnx-.transportation and insta.lcion If .,;tiuch arc 
t nPc,.dable, they vould not be 1.-eT1 by iin indcepen6eint firo ,hcc Co].e 

civity cons .in Thce" . :i..oi r::,'ieas but w:ould be la-xedNhey 
if sold by firmsirovi !ing '..h ::cr~s cee n conj. Q)\th incn th.c 's.le of 
eom.inodi'; , ALL .) . by-,r latt : ..., . f f'_ o e'r 'z ...)..Psev:'Jce 
eleLent from the 1'..cc ote to :c.I-.,:.. s to ',m.1eas ctionLl' cc~ap,1 
for both vendors rtnc ta:'. -r--.aL !' ohn Du, tlS,,.L3.,i,,.?;,i .... .. . L IIF, 

...19(,:,W pp. 362 !.-.
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.B. 	 Ite Present Tax Treat t 	 , of So,lcr 

1. 	 Thxcd 'O,'..*{ -

At present virtually no servicer are taxable, whether oi' a
 

"luxull°' ' nature or not. Those that are 
o, bJect to tror U'nersr..l bear
 

very 
 lie~ht .ovic imposed by the '3 .ti..... 	 a losser exove:r'nit, ind to 


tent, the 1fluficipal govermm.,rnts. The folowing s"ie.-tyye activities
 

ure subject' to var.ious miscciancous tcxes.
 

a. 	 Adii s,,ions 

This categ!ory includev einemas, cockfights, bo iring iLl.JyO, plays, 

bull fights and sports events, activities vihich are now subJett to a con

fusing variety of pel'ruent aid transitoxy netionaldepartMental., ard 

municipal tIxes. 34 

b. 	 Transient AccomJodatinni,, 

There is 8. , nationa], tax on hotc:l. bi11s that exceed P 10 per
 

dskv. Procceds of i.he tmwx ae cccmtxrkcd fol. pronotion of touism.
 

C. 	 Foreif(n Tra'el
 

Forci,.n travel i- n to
subject v. nationu.l P 500 ..tava tax that 

mu.t be paid by coch Colormbi&,i iationalC*Lpcnitirng for a foreign country 

(other than Ecuador and Vcnzuela). In chLition there is t 5% twx "Pon 

the purchase of' al.. r. .l t,,.:utr .ii, des'inatin outside Colomhia; 

proceeds of the latter tax a'-e .eur.ntrked fo.r" thc Ii.-ro t Authority 

(ECA). 

-d. 1Yomest:i c M Tra. e..,e 

Intra-Count-tr . ra:ust pay e- P 15 nta'ull a to uPol) Cach round 

trip flight; procoeds are ei..Aokei for u.purt Ntwitcvr ice a.d construc

tion. 

"]1k' Sce SeLt ion D.-;" bJ:lo'.i 
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]Repinr Work (i' rll types is, in prilic-ple, subject to the national 
sndeu etx, but twbution of this tyl)e of uc tivity hau proven tuenforceable 
except :11 the cese of tire-rccapping. al other repair work is effective

ly outside the scope of taxation.
 

f. Residenti al Dui]diij, Contracti1
 

This activity is subject to tax (in the. form of a 
levy on building 
permit.,) in a number of municipalitles, but the levy is univers&Ily quite 
weakly enforced. 
Rates very considerably for the different municipalities
 

employing the tox. 

2. Untaxed Services
 

The following service 
 activities arc at present subject to no 

indirect tax whatsoever:
 

Beauty parlors
 

Aiurkish and souna 
baths
 

Services 
of'don.estic servzts
 

Soci aI clubs
 

Professional 
 services (medical, dental, legal and brokerage 
services
 

Pwkinc lotc 

Telephone servie 3 5 

35. In Bogota only, there is a termporoxy t,,x, of P 3 parThe phone per month.entire: procecedf of the tax i; carmeax.ked ,"or thic projiotiorn(principi.ly of sportsto eovrx expenses e:br-ond of spo.:.ts '[,cams representingr 
Colombia), 

http:spo.:.ts
http:principi.ly
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rier,7.,'crn e by cor, orcital laundry and dry cle&vning establishincnts 

Autuemobile i-enice (brake in rpection, repair involving only labor,
luybrimrt.s.oa, 01'c. ) 

1Pr:-.Vtte educati on 

-Rentals o:L tunglbJe persona. property (autos, television sets, etc.) 

Tciloving servi ce 

Ret,trvntn &n,1 ni 'ht clubs 

Vublia utility iierv.ce other than telephones (electricity, water) 

Minor repair activities (shoe, watch, and appli.tace repair)
 

Freight
 

Radio, televir.5on anrd nex.wsprpaper advertisi.g
 

P-rinting shopo.
 

Must of the above qervices ace suitale candidates for inclufion in 

the tax brA:ie, : thi r ixution would be well within the limits of 

aftinistrative few"ibiJ.:ty. A 1c,ge number of these items vre esuentiall.' 

iLxru'y in na/turc in the Colonbien context. However, the tixaticn of some 

of the uexviceu ll.stcd vubove Nrould be ina6visable for aministrati v., 

rearods, Ihi].e others should. be u.cluded because they are primarily 

rendereO to bunziness firmhs, tm, still others iright be excluded for 

reasonb of general "ocicz.l 3?C.JC y or to avoid introduei;f rely.esive 

eleents in the ta,~tion of acrv.lice . The treatmit of ctill. others 

that are 0,rccdy taxed AhcmlJ. be n'odified. 

C. So.rv-cs Inappro,;iatc fr Tx).1.ion 

It i:r.en':cliy f:xred th'; only to-o s-ervices rendered, by coenzcroial 

e.tr..i.bi -v.nt .,, ":'::.y of ,,corr w.,ptiO!. ratLIre should be .ncluded 

http:iierv.ce
http:luybrimrt.s.oa
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.'th.i.n the scope of indirect t'ax.t-;o:. On the basis of this widely 

accepted t:-'Le of thivnb, togct.tho' vith otber specia). considerations relevant 

in the Colombian context., we i.iLo conclude that. o. nu,,iber of the services 

cited above cannot be feasibly taxued. In addition, a number of the 

following rJerviceei would most li ely f within tnyorie's definitionw3.1 of 

).uxu'y services a' far as (ololub.. is concernec, but taxwtu.iozl of them 

is deend inodvin.able bccau5uc of administi'ative difficulties. 

a. Services of dionist.. 5ervclitc. 

Even it.facnrinstrr.tive diffic.ties involved in any attempt to 

tax this item of expenditur'e could be surmounted, it is quite likely 

that the tax wold be refaected priri:arilY" in reduced wages for already 

the .. inrk(et for such services i.n Colombia..owr...paid domestic: servants, pivo,n 

b. 	 Profes:,ional services (those rendered by doctors, lawyers, 
dentists, brohc:t's, etc, 

If vre accept the principle that tayation chould be confined, 

insofar as possible, to tho-e ,ervices renechred by commnercial conecrns 

rather than indivi!unlo, thc:ro if; liittle else to add. in the case of 

phyficimno tind dentists, thc-re are probribly stronfg social reasons for ex

clud.il, their s;r-,ces from the: scope of' indirect taxation. I'tb respect 

to brkers. feu- it of'".en .ea i.i Colobia that c.x.en ioii of tax to 

br1~rs~3scrvce~ t thstriwoujU erd inbhibit the devtelopilent of~ 

oii.yonic inoucy and up. aJt..markets nmer.£ng in Bogota anId 11edellin.tne 

36. Por the beMt st ateient of the rertsoius undcrlying, this dictum, see 

John 11. Due, nl.k Thticlii, p)1). 37l-316 



The Orily ceriou* oblection -to taxo;Liou .-j, ,jftjv:ces rcendc'reci 

by theoe firnci :ti.~ in. the aa di t~ative cphere. In C011oInbio. vil-t-WlY 

attcmp' to i13c]AudecrtiViticJ Etrc one-mrin operationo; thtereforeau.3. tbese 

tIhem withini the scop,, of~ seCrvice taxation vo-A~d iiwoive: al var~y lurf-,e iuinber 
37t 

no 1-f th future the 
of' E3IDEI ta.,~Ptyers wbo maintain co:Lit rcoordz in 

qjuantity &uid quriditY of r'&f300l'eO LUt'DOSibi2.itico for bo2.otc ~ both the 

ar-e vastly enhanced, eonrideratiof m-.,hthe disposal ofE tac: tarijjit1atio,-j 

be given to subjecting nucli servicesR to tax. 

d. 	 Privzite educotion 

P's irell R~3 aL1L( PL'OPOItioINon-pavrochira 	 private education, 

ic namostt oxcluoivaly P_prrogiitivc of upper-middleof~ ParochialJ Oducetion' 

~ 'r~~ Co:lo).biaa.. a .'ort-'(l.2 of j-,i;h~~tp
end upper-Iiroe n 

cons .LeQVrk a form of' hu.:ry conl;'upti~ofl. 1HcAever, cxIp-ndi
tw~e Might 1)'-

as a f~orm of i rve Ltmer. in hwn.:u2 Cnpitau.
tvres of' tbliu itYP2 W.- best vv'wd 


and in the i-nterests of developmnt should not~ be tax"ed.
 

Other t,)Tcs ot servicor, are rend.f-red prinar.mlY to business firmsT P13d 

38 
not 1'e subject to taix. These inclu~de fr.eight, radio mid tC-oI3Ols

Shoulld 


rendero1 by printiiug. firlis.
advcrtisin[,, tinci verviceqi 

serice,- oliould p.cdr.jorpO riot be i~ub
37. For the am~zo~eo'n barbar i~hop 

riro.-as Ead in small c7tiira. Howecver. Jn thbe Larger
ject. to J,.lXithe rxr 

a n.r'br er of bva-rber." are 
CitieS, eS)oiIJ..Y lnga, Cauli, , !{ellin andt Re.vr., 

wrid Ih qwtity Of~icCLfltlb.e rihovYtypi.call . CmpioyC&. in~ oC.'1icttsi.y 
3zhopr: attoUPaLcaly

ir cord Leeinfg 10 re csonb).y gaood. Qac-mon 1.;.irber woul.d 


be exclvwkd ).r) any caso untler tho retail ta,).
 

S83. Ihe ri-tsi Ra'inru tmation of auch iecrViccC3 rj \Y&l_. I'MOVII onrd
 

See Iioa111xatc r , -f-P. 37LI-375.

tliorefor,- ac:'( 	 n ot r('p':C.tcL here. 



In addition. a ease might be rncde, on grounds of avoidling regressivity, 

for exclu4in" the services rendered by Tj.a].l restaurants from tax. This 

possibility is discusteld in greater detail below. 

D. MInicipal Service Taxe,: 

If the ecinmision decides to accept the staff proposal for replacing 

the rflllnicipal indhitry rawd cCimmerce taw, -with a Iov rato r_-tail sales tax, 

it will be feasible to incluete a number of presently untaxed services in 

the br.-e of the ta.x, as well as severa). services a.lready lightly taxed. 

In general, the rate appliceable to taxable coiunodities should also apply 

to taxable services. Howeve,, the tax rate could be higher for a number of 

services rendered by firms that engdge-exclusive~y in service activity. 

If the retail tax is rejected, a new municipal tax elled the Imuesto 

Mwnd ci. ,:J [ko1)e f,-vici os (!nmici~pa. Tax on Serviceo ) could be estblished 

inaten.ch Yhe base of this al'tenntive form of tax would include a-1 the 

items t15etod below. 

1. Seriices Not Previou-;Xy Tuxed 

The following untaxed services should be brooght ithin the scope 

of the retail tax: 3 9 

(o) Pe.auty, and bmrber rrtbop c x-trice; 

(b) 	 Tarhi..ih ELd sauna baths, services of heal4;h clubs; 

(e) R.ntoIn of tangible perrsonal 10 property (automobiles, etc.); 

39. 	 ,ucM03., that cro1.l 'firmu (those with no pa'd cmployee, ontl s.leu of less 
), or 11 5,000 per r.o:,th) :.ould ict bc suj'c'ct to the r..t3'l. tux.Y, 3,00O1 

.110. Sc" runtnJ,.u . i, ot; at preent an i.q orant ,.n: v:1ty 1i) Co.ombia, PA.
thou19h car rert[O. I'SYm2 (ire vt:'ty mu(ch in crvidune. In iso~ie of the Rage xit
.4. '..Ai. P inoiln .1(VCX.!I ris , tbin type of aJt y , i.kely bcncf. 	 in.

cronan:')..o 	 .;,rc p ':n . vit "foro.,xd...lookingL. olicy souJ.d t11t1 this 
i bc i rcoiu i', 

http:inaten.ch
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(ii) 	 Laundry and dry' clevning servicen ren'r-red byr cor,ercia, estab

lis~hmrents; 

(e) 	 Photofinishing 1nd photographic service: in (cenerel; 

(f) 	 Automnob-le servicos (repair and maintenance); l 

(g) 	 *W.ght (.Iubs and odbretn;
 
112
 

(h) 	 Parking lot services; 

(i) 	 Restaurant services. 

Itemis (a) through (h) are fairy obvious cid-idates for. inclusion 

within the scope of the mwicipal retail (or special service excise) 

tax. 11o'wever, some special commnts way be in order concerning the proposed 

inclu.ion of restaurant ser-vices. Such e)penditures are normally viewed 

as rather income elastic in nature. Iowever, it is recognized that es

pecip.lly in the J.trge urban areas, there Ltre a large number of smal! rez

taurrts that. cater to very lo-i income in(dviduals who find it necessary 

(.ue 	to tiravel problims) to obtain 2iuiches and dinners in these establish

ments during -,)orking hours. For this reason. ard because emy attempt to 

extend tax to al. retaurants %icu].d involve so mmny taxpayers as to create 

intractable admiinistr ativc difficulties, it is worth repeating that all 

concerus operating %.ritbno paid employees and with monthly sales inferior 

to, 	 say, P 3,000 or P 5 000, should bcxem::pt from tax. 

41. See Chapter __ Charles E. Meh;oure, Jr, "Autorotivce Taxation" pp.
t6- ,,. for .d.ous of ap:]ropos:1 tttcn:obile regictration tax. 

412. A tax on psrkiu.ng lot Pees (whi di v.ilJ suvcty ,. vigorously criticized 
in the automobile-euning 1 ~oI.tu;:..) is a.,:o jivmtif'ed on grounds that it 
would aiounit t a tr-x on Io.&,otifoi.o:ever, -it i:ould have to be imposed 
at ratec sub.httr.til.-Ly U:,j:c;-'thrnp.,,cncra. retaiE rate in order to have 
LUy appeeiab].e c t l.,on th&, t or uurbi congestion. 

http:psrkiu.ng
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In udivton to those~ itums :1.1sted above, the base of the municipal 

retail sales tax (or uliteynati.,vely the sp; ciual municiptil serv-ice excisesJ) 

nhould reacli a rum;ber of aerviccor a~iveAy taxed by vario-utu levels of 

governrnnt, ilacladiiiig )u:ci~ Toxe~s now collected on thesetho .evel. 

items~ by other JleVOEl of jp1rzmnrzut v-.ovJ.d not neceimarily have to be 

abolisbed, except 1in cur~n CUscii, 

Theoe sEx.rviceo -woulda -incitxvt 

(a) 	 tratuvient ac~~d~ ~
 

()aduibijiom, (T. potficii.w; ptublicos_)-


Becausc- ea~ch of these iteiis is now subiject tk-o twmtion by otber levels 

of govermn.unt smic f'urther 61.9cuus11.cm of' the posib.litics of' incliiinZ 

them~ vdJthin the oi romnic.ippr1. tkaxes if; rt-tiiredC.Cnstne prr 

Bile :'.'ctal tayv. shouii. inCX11'ek *t-uj t(C:Ol1-?tlOdlLLl1 Fund should 

appl.y to the totepl bil.l pt~dl by cach r,,ueuit ii&lucdinj n-tA) ; urid other 
43 44 

vervicen performed by nuch ntbih ns. The- preeit 51 n)ationcd. tax 

xirh- have to be aholir;.ed, tXi. fu (b £C'ur.nt J~kl-v01' f.C;verTdflCnt are. at 

Xeoti prnipe proldbi-A1), buh Conotiti-ioYL, fro11 t.4:mjloying the iuxme 

t Fly. Homw-vcr, ii,2pjL&!J4ca Of ;c by moro thal n :rrevc of t.overnment has 

13. Feanr oi., ri 1,11te]'evl.h r e tori'- Cl'ojlar Ih.Cmld niot doter 

adoption o , thi,; tol:. (Til'o ho;; b.:c~yo a ^LavorSA,(; uow1111uit OJ' the Colcoiablan 
11oteli,;owi A08ti t.o .) tuv Tiati unm thcat r~ie~withl CX.o0),*i( f0 
tollriutq3 i1 orat"')t ~C~Uo1~L m1t~e oh~ V"", (Chie) enld 
24, (Ecuador) withouiLo~yotlcl.lr ol'Pct upon the i;m.iut trac, 

It4. olcembimi hotvla 6,r,-i .&~( into Loin.' catt,(orieo : :luw:ry, first 
"nFJCec)'d *J(wfif th uu~elti.onal. tur-: only theT~ ampliczr tLo 

fi rot th),ef.: Catcf,orc,-. 

http:yotlcl.lr
http:aholir;.ed
http:61.9cuus11.cm
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the ca.e of other twxes (auto regiotatioi1 , cv-3dT.f-ions).been a'loJed in 

At the present tie, the most importnti taxes on adridsiona are 

levied by the nrinici-pal governnerts and the niationC. povernment 

a1h auzh depar.mantal goirernments have: been r.;pio'Jered to employQ fe."'6 
ouch taxes from ti .ie to titnii . In oddition tc-po1rLjy taXeS 11ave been 

u-sed by the nat-icnnl covernm.nt -for brief periods the proceeds of which 

have been oarria:cled for specital purposes. rfj_ replilar nation3. taxes 

rates cf 2, i,5on adnissiona to light "cultural": enterare irmposed at 

tainiment (movies, soeccr geanes, etc.). "nicip tax rates applicable 

of' function, end rrage fromto vA,dmissions genural]y do 	not vary by typqe 

21 to 10;), depending on the Jurisdiction. In the past the municipal 

cou.d be deducted from the national tax, but this arrangewent istaxes 

no .oIngr in force. 

l . ,.xes 'as P' 3.4. rml].on in 1966.415, rfhecombined. yiel d of the municp 

NatioD_ governivent admiscions tr:,zes anooueitd to P 25 million in the same 
year. 

46. 	 In 1967 the departments of EL'lle and Tolima vere g.rated the rigjht 

a, :ssions for Ipo.C;e c,: financing Lostructo imnosc a special 10,%on 
tion of facilities f-or the 	sixth Pan-Americwfn Game. in Cai. in 1971. 

a l0 ncnpi-;sions that col

lected for four mionth' in 1967 for purposes of prov.iding funds for the
 
earthW..ke 'in that
 

47. For exulnr e, there was 10/ci'J.tnx on 	 was 

rzconvtrs.ct.on of Qui.bdo, P. ccol:m-ity eastated by n 

year. hse r' . a spacial national ti" levied oel movNie ad, iU uions for 

purposef of. rn.rLthie activitL.os of' "the ;:,uency 1.1At claa if.e 'i" 
tge groups.on tb bani"S of suitcbility foy viewing by vvrio'tl 

118. }y -rovi for Lo;,er 	 rate.. upon adm io to "culltnral" events pat.

o . eCXC:1.iirive2; _ by' 'he edcwr.LtQd uLrban eJ.lito the nationil. ta : 
flat r.tte oil achisis even e r 'rC't.vA'e in it iny,,!t thli..n a tax on 


sionn (Given t, ve y .....ree);t of .ovit-goirg on the pol.at of both.tbc
 

Vnd 1-1uW01 T-oo10V) . u diY1't 'enti a rat.. strutLtwe, like rort; che-eun

url)cu, 

to encourr-4 "ai- th:cou:',h t),e f'i,!;c. nY:, txc,:x ehouicie peqrhc.ps be viewed as
 

, uuless :1.'b Oral be
sid. "uI.lr&' u:;pce rVn indirect tO1.i.me 	 goup': 

-e * the p.trons of e id evet:, than
 

the " (... ,"cu .,: Lbe Ze , :'..niT c,,,n.s Sr in this foot

http:peqrhc.ps
http:eCXC:1.ii
http:activitL.os
http:rzconvtrs.ct.on
http:covernm.nt
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A strong case Lj be made for natioi al government aV;andoumeLt of this 

tateo to 'the UlUniCiPOl
revfnle source anc the tr,.tnuforW:. of all ad"inkons 

utudy, a tax on entertain elt andgovernlenL':ts. As note. in a previous 

for the use of the municip lipublic shows appears 1,'Lraticularly appropriate 

ties, and it was p::obb,ly a mistake for the iabional governlment to enter 
50 

this fieK.O. 

Th exisionc of the present nations1 government warmarked tax of 

airline tickets may preclucde the possibility of inclusion
P 15 on do:estic 

of this service in any municipal uervice tox structure. But aside from 

there no 	 Ihu\niCipal retail snld' taxlega. reotrictions, is reason thy the 

apply to the sale of airline
(or the mu"Eic:ip J s:ervic excinu;.) should not 

ticket for- travel withiu Colowbiv.. In Eay ease, consideration igbh be 

given t. the a)tppicut:i,:,I o.." t'n % to to qra,.S receipts of travel aUnC;C., 

Qoisn:icni tickets.in lieu of a trx on a e 

E,.Proposcd Dep:t L ,,i:ntal Se,'vivyC Tuxeu 

Tw\:o now s.,,'r, ' of revenue from the tNr:ation of Oervices are proposed 

u.1UAWon sociv.. /for the delmrt.ents: a telepbone t.; x find a tax 

on aowi:;5iolps were ceded 	 to the municipalities by
49, TheI ional L-i 

: was secepted. by the
Yaw 33 of :cexb-. :ib2 , I".r thi:. eo n 


Tax Co m5i ssi,.
 

50. 	 Taylor, 2p. ci. , p. 220. 

A:>fitderivcd from the owner-hip of autonoh i.es
51, In P o;en;jv the Lcn. 
couli be viewed as n fcrm 	of luxury serv ce consu:ption. A provious; 

Ch-apte'r h Pyc'pose(d thec C-reati on o0i a, flC\ autonobi.le regis traio" tax,
 
the exit ' nditional taxes, tMe
which wouiJ. req..cvn 	 g1,uici pal. aid 

o whiCh to 	the depn rtc'ltO . SeC tMelura, AutomotivevouJa accruere'venues 
'"pixation Chater - p. 

http:autonobi.le
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i. A D4er:,.t,.. \0 r.. Y1.eTax 

This neir t.x is proposedt ri a del'IurSmtal lev' oth because of the
 
severe rovenue c 
 1rtmmtaj. and becaeit '5 the .evel of government 

the tax could be rc1n..ii.nitezcrd ci:oeasilyt by the departments than the 

municip1.-,t:.es, si.ee the public: telephone enterprises usually serve 

several nuicipno2:tie, in the oaw- dep.rt,:.ct.. 

A tax cn this lervice is particulnrly appropriatte in Colombia because 

residentirl telephone seervice is eonsumed al:most excl-Lsively by upper income 

groups in Colombia. The fact th,.t telophoo.zc coiupanion are publicly owned 
not

in ColOmbia does/constitute Ea arn .unent ap..inst this tax in any way. 

It is to be emphasized that -the case for a telephone taux hes nothing 

to do with the fact that telophone teriffs are at present far below the 

level that ouMd b.C) required to n.volir ceCicit op .,ticns by the pubJis 

telephone compspnies. In other N;ords, the proposed tax should not be viewed 

as even a partia. substitutc fo'r increases in teJlephonc service rates. If 

and %vhenthe.e rates are incrcied safficient.ly to hring them maore near],,,, 

in line with costs. the case for the propo.,ed tax vill be Jist asu strong; 

that is, "Lelephone service is yio.. eor.,p].etoly f:'ee of ta: (except- for the P 3 

tax in Bcgot) a tbceu.(l; a wid. .ante of corz.odties Is siject to the sales 

tax. lielefore ,'n.,' ion of this high]y impor'-. Titen3zive untaxed seavice 

.is hea-vily favored :relative to conriumpti.ei of tiixed comnmodities. In any 

case, the i 01opt3.cf even hij.h, rates of telephone ta%than proposed in 

this .ecvion in-y not bc expe(.;.Td t si.(n'ifice!-tly dicou-,'on C consumption of 

52. .- .h s, ction Vas pr:psred in eoeprAon with Chro:.1es E. MeLreee, Jr. 

http:expe(.;.Td
http:conriumpti.ei
http:safficient.ly
http:telophoo.zc
http:dep.rt,:.ct
http:municip1.-,t:.es
http:rc1n..ii
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this se.ice,53 and: OeM,;.nly'.rt a little presure in thewoul.d ' 

right di'otion., = far atn.Bcso1ce alloc~..ion and the total charges 

paid by telephore ,)'CYLNare concerned. 

.he t:': !hould be ad.-valorem rates all telephone bills,aIlpoL.c on 

whether for residcOrj'. 3 . " Coin ope.ated public teleor con,ITUA o.s 

phones could be ixeii~t,n rrdnr to avoid ovrailncent of a service that 

is like~y enjoyed :,)Vmeriiy by Iowan incoe giops, eupecially in rural 

areus. 

Rates for the propoved tax could be set at 10% to 25% of nonthly 

ehargcs to cu;stomern, The tax vould be collected for the departments 

by the various public telephone enterprises. For interdepartmental calls, 

ryvenuers vould tvcynn to the deopv'tmcrnt Kom hich tWe call originates. 5 5 

Reveue fr'rm be 6.iit, ribctrontiL. vouxld provideihe ;/C wouj.d r"d 

sinificVt ".lcf '.from tMe critical revenue difficulics now facing the 

de artmentoi, .zreovar, the rev o e].articity of the tax will el.most 

certainly e.xcecd that"n- the.,.........o a ,revenue cou'rces-n m. ,cr deoz te 


(taxcn on beer, cipnrcttcr nnC, _l.cjuor ,). 

54. A iinintrtivc c.un ratiu.,, aictc.i.c that the ta: should apply to 
busincnn vs, ell n. )c.da&nt(Wa. to.cphone ,.rvizc. It may be argUcd that 
bui;ne5n IoR phon v:1;ror :o'.M saone reasons thatyk:IJt.:vt;n vt hr. taxed, for the 
freiht v.ic.- ou.M W Pohect to ru.L tux: unic'( be U L becauise forwa'd 

,h'":,.,. ci"of ico.e
context, since b.n Wv potJ.0n okf.. b.t .eTlies 

chifi,;i oi H.Ie oy:hy vi""y. . mod rnder the telephone tt'x 
rogre,.,e, Ws Outa,.o,r nt N noL, very par,,asive in the Colombiarx 

' 
, ihat dn not go th')tLeh rnuitctving 

stagc~s :mid nae fb,; ui2,.r:LbuG:oL ' ,y o1:1)' .'cinl Lutc~lis~harnts, In any 
in npent on im.m'oc .. ne..d Mood Wm,..! 

ca-so. anuy IttmiUno. to, GTialw-istuh buetween l,-i; .in~eoB t( i.rcider,tia. "tel.e

phones. for .n> ruK, vou .iou1 vi lo;tJ( Lhvasioii or result :in the')> d 
tax not beip; colloci.',, at al:l. 

55. Calls o !-'WH',l.,by v-,any;" thV natinn l teleOoMMt'MM s~~oP
Wu hEre na
 

en:ltity, .u.a nocra i,'u:'.v[e u t'fp".'..e OR). for 3W¢, calls froms Mi" g~Y
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Table 2 below indicatoi the .'yorn romiptfi of' tlcphon.. companies in 

the years 1962--66, by departmen-t. and the potentialI revenuer: from the 

proposed tax at a rate of J.05 or 251 J.966 only. Receipts from coin 

operated telephones are ansimed to be a mirute fr.rction of the totsl. 

A rough projection of the poten-Itial revenucr.1 that wou].d ari-se from 

the proposed tro: for .the yoars 1.967-.1971. can b2 inie if* we can assume that 

the ,ro;ss receipts of the telephone conpsnieL, \,i.]. f,ov at least as rapidly 

(221 per annumU) in this period as tbCy did in the previous Live years. 

This assumption appears to be reasonable, if overly conserv tive, since 

the National Association of Telephone )ihterpris.2n announced in July of 1968 

that the stock of telephones in the country wouLd be aumente-d from itT 

present level of 500,000 to 1,500,000 units by 1078.56
 

Given a rate of' growth of 2 y'oi annum in t- pross receipts of the 

phone comnpanier. the potenti . revenues from the tax *?or the period 1957-7. 

would be indicated in TiJblc 3 below. 

For a typical Bogota uPper--middle income household (Sjlcome of betw,.!en 

P 10,000 ad P 13,000 per month) olwmini a tc3cphone in 1968. the tax would 

have amounted to about 4 --5 pesos per. month mdrdcr the 10% rt.te rxd 11 

12 pesos per month uxder the 250 rate (about U.S. 23,5 and 7L respectively). 

Had the "1.a been in eyi, .tenne n .9C,5 at a 2,' rate, 'ts importance 

as a source of tex .rveime vould have bcen cc.,eed on].y by t.De depra'tiuental 

beer and tobocco taxe. Even at a ratc. of' .4.1, uould have bcen fourth in 

importence in thcr depErtmuntoJ. U.x Gtructutce. 

56. 1,'! Tiorw'o, Bogota, July 17, 1908. 

http:ihterpris.2n
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'
 
Tax on -.ocina. Clulbs 5 2, A Proposed ])epartrnettai. 

One of the mot Conspicuous fo'rms of li'L'u-ry con.isurption :irColombia 

is participation int a wide variety of' soc-.', clubs. At present these 

clubs (their assets, shares, sales, and'otl)er income) are entirely exempt 
58, 59 

from tax of any kind. The: ,erviccn rendered by such entities satisfy 

consumer w.,ants in the samue way as the consumption of taxable products or 

other taxable services and should not be Oecluded from the indirect tax 

base. Services provided by thelc organizatiors include meals, entertain

ment and other rcercation, ioing, use of' club equipment, as v.]. as 

the hirhly re(arded prestige benefits attached to club membership in 

Colombia. 

In addition there ore othur aruients in favor of enactment of a 

climbs, tax w.ould be borne bytax upon services rendered by EoeiWl. Th,-"o 

tho..e with the grciatest finarncial capacity and therefore would introduce 

on additional element of pro~ie..ivity into the to-x sy.tm, The proposal 

may also be justificd on the some hat estoric grotud thnat it %.ouj.(l con

stitute a tax upon a leoisure-conplement, i-.hpreswiably salutary effects 

on work effort. Finlly, the rdepurtrnents critically noec! new sources of 

revenue, and could most offrectively admirni.,tar the tam, since the clubs 

57. Thi . section Prep,:rL!d in coopration .ith Charles . WcLure, Jr. 

58. TMe clubs are required to f'ile income tax returns. 

9. See .... Qutl "Ple'ori Net 1calth Tax," for(fpter , Aud.'e e, of the 

proposr. fur including the c.-I',o,:r3 of socia.l clubs in thc base of the 
net walth tax, 



TABLE 2
 

Gross Rucciptri of Tele ihone oni, '.962--1966 £Lh Potw.ltiax 
Revonues3 from at Teleplionc-ruic. Tax: a2t RArtAo cif .0 nd 25i-. 96 

(mij.1ior of peso3) 

Gross Receipts by Jepnr ena 	 Tox T rx Percent of 
Reven.e Revenue lae nues Ac-. 
ot. 3.0,%' 0. 25- urnifil; to 

ratoe re Each D-
(coluwn (oI t r.n p ,rticnt 

1 2 3 4 5 67 
b 162 19C3 19614 " 1966 1966- 1966

Departnent;b 

22.-7 25.1 25.C 37.9 4o.6 h.1 10.2 ..9.0AntLioquia 	 13.-5 3.hbAtlantico 7.9 10O- 1 11.9S 15 .7 1.11 	 .3 

3.7 5.6 8.8 0.9 2.2 )4.1Bolivar 2.0 2.9 
Cal :as 11.9 5.3 9.6 9.6 9.6 1.0 2.It 1. 5 

Cauca 0.4 0.14 0.h 0.5 1.6 0.2 O.1 0,7 
Bogota, D.E. 34.2 39 .5 1Wt.2 56.3 (2..4 7.I 18.1 33.9 

Ctuidinonarca o.6 1.6 1.a 1.8 3.8 0.4 1.0 i.8 
juila - ------- - 0.2 -.- .1 0.1 

ia(,delena O. 0.7 1.0 1.8- 2.0 0,2 0.5 0.9 
Quindio -------- -- ...- 3.0 0._3 0.8 I 

Santnder 0.5 A.0 0.6 2.4 3.5 0.1 0.9 1.6 
2.9 0.3 0.7 1..4Tolim a 0.5 1.3 2.0 2.5 

Valle 21.3 25.7 30.0 113.9 52.0 5.2 ).3.0 24.3 

Totale 95.4 113.8 .1.30-1 1.73.1. -38 "n.,o 53, 5 1.03," 

(a) Source? Data cornpil:C by Mr. Jd.-.e Vw!qt 'o he Y;unc ti itry fr 
!atior:al Asocir.tionumpub]l:.;-;e d informiation suppled by the 

of Te1ephcri I terpi . 

(b) Does not incLude the recenty e-ct.ted cpavtrcnlts of Cesat. 3iswc'eJdpa 

_nd Sum.'e,. Data for the d.p'th:ctL of Choeo, Cordoba. Oujivat Ieta 

Eind Toim -L e S tnc,:c we.e not uv\v;iable, b 'i;e. phrqE- -. , . 

qui.e :i~itinAd 11 VIse d01portr.fnt: vhich. have veo,, IoN plnr 

capita inco3es. 
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TPAr3L 3 

Eaiae of~ 1evenves £Por v 10% rvio a 
Telephorio ~h~icdK~-( 

I(li .1 urno 0f ):~rj 

Ad.-\T 101cr T.: on 

*Year Tmc Rcenu ! tA,. ~ Tex W~L.{ven1uc rt c,. P5'1" Pavte 

196765 
I9~C a;
3.969 
1.970 
1972 

a,
89Th 

o:t3 

L 
13.8.4 

5 
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typical~ly are locat eoithin or the boxR--ieSoithsr-outoide just Of the 

larger municipulities, cl can not etansiy be hidden from the view of the 

depart!stal" . tr administration.n': .6 1 it 4'! .. 


ie tax should tade the form of a .uxurj eci e levied at a rate ofu 

perhaps 20% on the gross(ougcipts of the moot important (in terms of asnets) 

clube i the country. Grons reCeipts ohould be defned so as to include 

any ond all receipts, inclasding ules of mems, beverages, proaucts, annual 

and monthJy wibership fees, and porl,,pc receipts from the sale of bondsn 

and dabentures 61 For the sake of adinistrativ feacibility, the tax 

hould apply only to clubsabove a certain size. Size would be defined in 

reccipts olu e of asnaets.eterms of gross sh or 62 Information concerning both 

mag-itOden is readily available, by virtue of' the fact that the clubs mu t 

file income tx returns (aamehough they oxe not subject to inccMe or net. 

anO, could be' required reportwetalth t :) to assets or rec.pts, as many do 

at present. Thiis informtion could eazily be madie available to departmental 

tax .t tttsinihtratoir3 

60, Indeed, most are locatui near ma)or )hiys tund are imposible to ignore.
There 'wore ovo-_r 20 such* cliubs, having 1.066 aooets -1n exccosq of P 100,000 
within a 10-mile raiuns 'of'Bog~ota alone tand six hi-d assebs exceeding P 5 
million in the same year, 

61, Grotto rece'ltptE: used for caaritty, if any, might be excluded from taxable 
gros5 rcceiptrs. 1)f Uhis its dIoTn, :are nouWt be taken to insure that 11chari
tien are strictly dcf.ined, so tho;! thifo provision is not used for whole.le 
tax e'vasion, epecia'lly given the high incidence of' top-notch la yers in the 

of'the clubs,- ppybtercphiji 

C2,, For adminiatrative reanono the tne could not apply to clubs provided by
companuies for the.ir rmployee'E. There arc a iumber of ouch clubs, including. 

: thosenationalestabliched by , ( gestccmpanyin,Colombia) and Aviaiica: ~~(tho airlineT., Someic (il thl ptetxtineotmider..tion shouldl be-ie 
bt iven to the taxation 

of these clubs by other miuans. One po,iibility would be to disallo expenfe 
of this type nf; a deduction lunder the auiinnebmolr .tax. 

63, If there is Fome concern that tlr: tx outld rippy Jto th.irly large '-.dccc 
,.. .o~no eapail th by 

ion Clubs throu ebout the country) tiose. enrentinlly middle Clas .orgeiza 
t-jolns Could ho cxtcluded. by a rovLcion tit'he ' tsy, to clubs vithj 

clubo per±'orrjdng ueu:'ul t fc~: (c to blind the 

4..,' '~ i: 

i 

'
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Should the scope of the tax.be restricted so aS to inclue onjy the 

receiA.: .6fM thop clblh.i Obove a certain . reajoinible level belowri., 


vhich c.ubi ,,o*A not be taxable voild appear to be on the order of 

P .00,000 in ariset' or P 50,000 in rAxnual receipts. A 'The asset limitation 

would be the most o..orkable, bince foriets vrould not fluctuate as much as 

rmois receipts frow year to yeaw" and hence there would be less movemient of 

climbs fr:om tr.nale to e,'-r.pt catcgo',ie ov rL a period oV years. 1T exemp-

tion kr.,to, is defined in terms of asset size, there is a very retl pos

sibility that l.rectors of large clubs would I.nd nurwnrous ways of changing 

finsciol practiccs or modes of operation co as to escape the proposed tax. 

Por exampr.c, if txable clubs are defined so as to include those with total 

assets exceeding P 100,000, there ould be mnple opportunity, unless proper 

nafegaurds are t n, for clubs to sell assets to either merbers or uon

, 2.d then lc.c, ing them back. 

It vii r-,ot poesnible to obtain clata fron tll regional offices of the 

nationCL tax adunitration that could be med for ectrsiting the potential 

I.evenul-r of the proposed tat: on a country..-ide basiu. however, ... n. 

detailed iiiforfaation Nm.i available from the Bogota national tvo. office to 

enable revenue estinr.teis for Bc.(ota-Cundinw,-,irca for 196(6, had the tax 

e.iste,. flten. The eL;imate wil.l be a conservat.vc one, ince not al.l clubs 

DT5(Or(%Oil 1\Cipf Tpe"M neiibcr ezec!cding NbtririLyPr cona 
lc:l. Iu nuch o uar.'.c the dcfinition of Y.ubAruip" ,,houal bbe a:!'uJ.iLy 

ec tt clubs frun artifici.lly :r.fla:inr, ,on 'ershp rolls. 

M,mberh: p)eSc,_ be 6efinod i tr'fin of hoaur:cho.ds rathc'r than ind:"ial 
so as to exc:l\..- the pooibil.ity of eountin,1i;ncl.l childvchn. 

64 n,:.,q.po w f;e't at these levzl. woitad alt matically exclude till seerI.ce.: 
Club iniU(ch .... au the various Lions .'A. ]lotary Clubs 

http:seerI.ce
http:n,:.,q.po
http:conservat.vc
http:e,'-r.pt
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fi!:n, income 	 tax , Iaurns colri(ld 2ith the a.fsSet cuid rcceiPto reporting 

In additicn the 1966 returns of a -fev clubs vere unavailable.requi-ement. 

so that. 1965 returns had to be used for them. Doth factors should result 

in a stong dWoWvOXsrd bias in the revenue est-bnates, in addition to -that 

'if3irie from )?n13Si.CM 	 of emd by theundr-reportin asaets sales clubs 

them3e3.vec. Data from the.-returns of twent:-six clubs were.napected,: and 

the M 3Ss rooeipti o-f-seventeen having assets grcater then P 100,000 yore 

included in the basis for the revnue estimctes. 65 As indicated in Table 

h. be~o , application of v 205 tax to the gross receipts of these clubs 

alone o.ild have yielded 'about P 5.3 million in 1966. The corresponding 

figures for 1968 should 'be considerably hiher, since a number of club, 

have apparuntlv grown cubstantially since that time. If we follow the 

.traditionoL (but crudki) yule of -tChurb that Boota, accounts for about half of 

a'll ty-pas of tax collections: nationidie revenues from the tax wou.d hz.ve 

been about .l-12 millioi in 1966, derived from perhaps 30-35 taxpayer clubs 

on a natiowide basis. 

F. A Naticinal 	Tax on 1Porign Travel 
"1. . T

1. Preoent Txralm-(nt of Vo j..n_2 xae 

Heavier tacs upcan foreign travel thar prescntly exist rmay bc Justi

fied in order to: introduce more prozresnivit', into the tLx system; to 

help conerve foreign oxchangc; and for revenue purposes. Even if the need 

include the receipts65. It is to be crphas.zed th.t tho cstimate does not 


of all. social clubs in the Bogota
, r nol even tCLl of the ].Urgeat tlMd 
could not be Qbtaxi)eds.ince. inform.tion &,number 

be1fore t'. Conm ts:si on ].iber.tionm £t Js hnovn that there te'e at lc'nmst 

by actvol count., ho Ln-ge social c.lubsvJI.th1.n tho iBootd p1 -I.t'ict 

a.lone, enj severtO. ,1oe in Cud-hua.m;trca outsice hu specie). district. 

mnost opulent, 	 on of othero 

http:n13Si.CM


rFatimate, of Revenues from a 2 Tx= o:' th 0ross 1ecetipto of 
aLarge Social Clubs in the Bogota. Area, ! 9 6 6 

Nwa:wof Club 

Country Club 
Jockey Club 
Club Lo Lag.rtos 
Club La Colina 
Cam-el Club Ct.mpestre 
Club Campestre 1 Rencho 
Club del Co e rcio de Bogotil 
San Andrea Golf Club 
Club de Contadores Publicos 
Club Cowpestre de Ingenieros 
Club Campestre Fontanor 
Club de Abogados 
Club Deportivo Los- H1illion'rios 
Gun Club de Bogota 
.ntafe Club 
Club Scial O'lirpico 
Club d Tenis el Cam.in 

a. Sotirce: Tax i~eturna filed in the 

Reported Total Reporlbed Gross 
Assets Receipts 

(Pesos) (Pesos) 

12,603,15 7,310 1785 
1O,141 57P 3 , 0 0 0 , 0 0 0 b 
9,606,601 2 .
0 0 0 ,0 0 0b
 
8,)I o,483 1,215,553 
8,003,59. 1,121,553 
6,087.o68 547,021. 
3,533,933 760,032 
2,680,09! 1,355,051 
2,12.3,)59 42,232 
1,8o8,46)., 588,940 
1,500,095 391,987 
Ih;,144 	 614,307 
1,371,958 4,i;65,505 

639,000 350,000b
 
487,860 3,031,1!93 
36. ,945 '32,560 
133,914 )23,982 

Total Gross Receipts,: 26.599,901 
Tax riate 200 
Poten-tiJ.l Revenues: 5,319,980 

BogotAL t,!" office, 1965 and 1966. 
Data in this ti:ble am compiled by 1&- Jaiv c Vaquez of the 
Ministry of Finence. 

b. 	 Estimated on the bw.in of the rcut:'.on 'ct.,n asscts ond groas slaeL 
of clubs of comparable rize tind -oativity. 

http:rcut:'.on
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66 
for heavier taxation of this iten of con.9iuqion ii not conceded. it is 

btill evident that the existing tax treatment of foreiga, travel and 	other 

neasures O.es.gned to restrict forein travel. nhoiCId bo placed on a more 

rational basis. Mis point is taken up lat-er. There is also some danger 

that in the absence of the acceptance of a vorkable well designed proposal 

by the Tax ComdIasinn, the governmuent iril. adopt a nibei of il-coceived 

arbitrary measures designed to curb the drain on exchange reserves arising 

from travel abroad by residents.6 7 

66. It is explicitly reeognmzed that the consumption element mny not .:on-
Stitute 	100% of the motivation for foreign trave. Some (for example, the
 

-
three major newspapers in Bogot," and the ansociation of travel age.,	 s) ob
ject to any taxation of foreitgn ti.ravel on the grounds that it diveourages al 
activity that is not only "educational" but, wh~ci lcads to cneraJlly m6re 
"well rotnded individuals" and helps to dec.elop a more commopoitan outlook' 
on the part of the citizenry. :.though othe0rs Inay question the priorities 
of those JD .J.I.i t.y'jr of ecw<:(::u. a ":trity (whi...ili. . nostwho thr"t%this 
eoxc.usive:1y unde:¢ken by weat'Lthy Colo,::bitnwm) should. be encoua'agcd while 
other, )erIVps /66tF3.ly act ivi.ti avaLi' to income"eduCati.one1" .a abLe :lower 
grOUps (ueh an movies, and even radir, and teIevision) ,re ta:ed re!t.tivcly 

heavily, this is not at issue lmcrc. The fact ro;I,:ains that ezpcn&ditures for 
foreign travel an ceia1J.y app:,pr.at , incicx of _i].iyrepresent e. to pay 
in Colombia (if any cxpenditures can be v..ecd in thi:s Nay). III addition, 
failure to ta. this itei of consi;u,,ption :h:i.! i.4n heay toxesi upon the 
consumption of prcducts m.d other services provides en artificial incentive 
in favor of increased outlaQs rm this most iA.yort-intensive of purchases. 

67. The 6s6inistration evidently views this drain with great prcoccujpation. 
Dari.ng the .later part of Jl.y 1968 the gover-mnm.nt announced itj intention 
to curb the outflow of tourist dollars thru,h 'hruee n,:pate ;.-.ure. The 

first irould involv, nn increase in the 90 rday previols d-Josii e 
necessairy for the piirchase of dolLars by Caonbir:n t,ourilsts, D111tA-ment of 

this propol'o.1 would on.y serve to sti:1:hlate the mll--aukt inl O r lrs 

would p ovide no revenue to tlhe gove;.went' (tOle goVEYn-m,;-lt, rWjY no, rmate use 

of the deposit :Cuna: on hand) rand the br;unt of' the bm-0An wu3.d fcil. on thore 
least able to inc the depoitf, (touo ,.c:hini l., -!'erentia). ac.cess to 

credit fources). The. second proposal. ou'' heve had the eet cof requiirig 

nearly 1000 students intuu'1g Uo 'd to.o-n"brod howe, This woud b,. a highly 

arbitrar ation und .amj.d pertlize such *-.o,;c, all out of proPurt'on to 
their contribution -Go the dxmcin c.n 'Pilvsthizrd proposal(.chwr,'c The 

involvCd an tner'e±'.:eY 00OC :.u . 500 t ar,;p tax o ito ,. Lhe ',,':::n 

n atiorl.t departAox, 5Ti '.,.:'to,;ou: be :ct the num,' objections 

as upply to the cxY Li ng P 50[)0;..: cn,:::,l 'e., 

http:gover-mnm.nt
http:app:,pr.at
http:66tF3.ly


At pro:sent there exis'E.s a.P 500 stamrp tax that rnust be paid by each 
68 

Colonbian n:iani.l departing for a forei-gn country. There is aLSo a 

5% tax tha..t. iruat be paid on the vmlue of each airline ticket havngfa 

tina'tiorJ outside of Colombia, The lattcr is an earrarked tax, the
 

proceeds of vhicb accrtvv to the .. de Aeropiueto, and
Y" pretsa Colo.ibiaona 


in used foxr vlo:ort conotniction. No alternation is proposed for the
 

tcu, 69
v.-valoroam 

The P 500 6tvmp tax suffers from the linitation thet it represents 

a u ,ifiiant disincentive for short trips relative to longer trip,' and 

is unrelated to oxpeniCitures abrotxd by Colo biwn touriEsts. A person. 

eobbarking on a four kqy business trip to SCtivg.o or Yiinn. pC~rS just R9 

much tra-ve.1 ttaw.p tax c. a vell-to-do i'amily that spends several. eeks on 

a vacation trip to Eurcope oi- the Unitcd States. 

'fihe gov imen~t &Ulrc. Li to',teplipit ,:pcnding by Colo bians abroad 

by CuY.p1yi, re:i'rict.Lons to the crnunt of dollr.) they my leganlly pur

chase for this purpose. t This limit is ini Yfctive except for the 

60. Other exemptions include: airline end chips crews, persons authorized 
.to 	enrgage in fron-bier trede with VenezuelT, Ecuador, Peru and:13razil, 
-mdstudents officin. ly approved for study r8broad. 

69. A specicl tax on P 75 Liust be paid by all passengers (Colombian end
 
o'hervise) c±Abarking from 0. Co.oMbitan airro':'t to a foreign destionrtion.
 
Revenues P.r earxmF'-ed :fo-r ai- 'rt nvintec;.innce mid construction.
 

'70. L.J196b.. vn 	 nationil wans 0i.]-ocd to purchase $30 (do.lars) 
for each C44 lie p-lanned to spend kbroad, %'ith a yearly limit of $1,350.
 
Persons tr .- eJling 6h-oaj for busincss purnoi.ei- i'ere allowed somewhat
 
larger dollar pur-chtese.
 

http:purnoi.ei
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infrequent traveler laching pcco,-,; to thc biack ,ertrt in dcJllrs, it
 

fails to limit Spcndhig by thos, 
 peatons ibln to finuace oxtended trips 

abroad by dr wing dcrin on illgal do:lvr deposits held in foreign con

tries (end which arc almost imrpo';sibje to discovr). Any s.-teration in'the 

tax troatrcut of for:iran travi should be deoi'Inc.d so evs to allov the
 

diUcontinuu.tlon of thls 
j,!iasu-.e, 

2. A Proposed Tti-< on Vorei 

Me proposl oirtlined in thiv section consists of a combination of 

three distinct levies, of alre intvro ,hich alrcady existence. It is
 

desigaed to tux more 
hcavil.y a 3ighlyincome.-lostic expenditu'.'e itev, that 

cannot be easily roac1 d, under broad-bc..ed income or sales taxes and to
 

bring the ts: burden on expendituv'c-s for forec.:gn travel more in line with
 

proposed hi ,1er tae. oZ, expond-tur,,-.q 1or incorne-elastic products. l\ :vtier

more, the prcposril is intended ts a partial f'cplaccmentfor the cornpl.ex
 

name of rctitri.ctiCn)s p*'.:ed on fo:c.gn el '..hroujh pcvvi. ous deposi.
 

requirement s, liiaitvtio:ns on exclge jrchasos cnd the ai-bitrc.ry 
 aictions
 

of various governrment ce;mior. The proposal seeks to curb the growth of
 

foreir-n trravel. by in,.reesing the dir.ct costs o& expcnditurecr on this itemn 

rather than by restricting focJgn travel by ",'.yin[i on inuffective ndiini3

trative mtho6.e that h the aded d-'.f,-et of 3-5.ciing no reveuos for the 

governmcnt. In additi., adoption of the propo l .ou].d allow rpe,!. of a 

troublccuot, ot d vmov.-ily cnforcc .spect of the income tx ].aw, the 15 { 

'(I. .Lir :'alr e v . :xodel oil thm CJ.CTiLj incomec of naition:as rer;idingCoad uoi~:u;J3- :'o::- o-er 8ix :,,'.:,,- in o: y, t,.".ab.e 'he;"gri' acinis
trc]*c: 'U , ;co to.c;rovon - is .1.; wit of -pro.Cnlc)c

po)."l;io), t t;,h :"tY,.'c:, ' yV-'.f:, ' ''c 0,of thin ourcliarge 2. Unt,-d 
t6, a';,: ' ,' ;):; ' '! .- . t:,:.'2 tL a:,venlel 1.n the period .i. t/ ,) ,,-"o . :1. t ,, ,) .;: io .: , 

http:ai-bitrc.ry
http:cornpl.ex


OPO2 vafylv, it ir roconmmndf- that th.. u;:.Rting P 500 ;itonp tnx 

0.. rettAwedl along -tih the 55 i.v-va.orem twax on ai -!ilc ..- 'The 

..,.t meay be viewed as on acceptrble, although :per uct forr of ueer 

6n airine traveloru amd in collected and re-,i',ttcd efficien:'.ly 

bY the vaiouu travel -;.:ncieu rnd ciriLcnc T.he exict;,z.g stamip taxr .iv 

br retmiied, as there if., no good reason to dit card it Liz lonLg au it renaino 

at 500 pecos, capcuial.3y rince the rocC burden of the ta-: liv becn Land 

73
 
vill be sterlily eroded as a result of inflation. Fa.ther, the tXax is 

not an insignificant source of revenue, as its 196'( yicld .v' on the 

order of P 2I4.)4 milion, or almost 1/2 the yield of the national automobile 

recibtration tax and P i illion more than the national surehar'ge on the 

property tax. Finally, under the new travel tox system the ezisting ster P 

tox v3.ll nerve a e. ninimum levy on this type of expenditureQ, guaxMteeing 

that travclerE pay no less than P 500 for each trip. 

The characterirtics of the nev portion of the travel ta'n; woAd be ns 

fo..1os: 

1 (a) Te tax would be levied on the basic of the number of dkyvs qpent 

abroad by Coloibinn tour,.tits. so as to diccourage extenj.ive stay and drain 

of limited exchange resources. Since there is wiple reason for be.iev:[ng 

72. I' the proposal outli.ned in this "ection iFs rceJctcJ , hc.n colnsidcra
ion might be given to incrnrasing the 5% tax to 10% and up'pl-ying it both 
to airline vnd ship travel. 'Ihiti CtCp would be prEl.'erab3':. to Liy :ricrene 
in the P 500 c.t ip tax, as it wou.d at least bctv a clo-ler r c!:Ition to over
all foreign travel ependiturea than would a hi[,hcr ttmji tvz levied at 
the sonie rate on tl trips abroad. 

73. Tie P 500 tax wo seoptdc in 1066. (inco that tinme "l.on hras :.c.-
dftcd ito re[l. burden co that its equ%.ivJv.ent 4.u 1.966 peio. il. about P '25 

http:capcuial.3y
http:efficien:'.ly


)17,
 

that time spent abroad is .hic.hly .or.el ted with oxchairgc.ie the 

er 'e tax would more 'locl:y ar.. :c t lew, on oxpcrditures th,1n 

any 	 other realistic form of taw (p ivon the usde,. .mablc stir.ulus to block 

market opertion- Involvcd irn app yingp a rog,'Ul,'r O-va].orem tax to purchases 

of exchalnge from offic5...] sources). Further, tho imposition of the per 

dicr portion ,i.' the travel tax i.iou. insure thait those pc.),ous able to 

iinan cc co.,~e d t-ipso cb:'o.d by dr-rijp dowu on il al doatI.tr deposits 

held in other couritrie uoulj ait, lacrnt haw, to poy for this orivilege. 

(b) Trips o--' not mnre thmcn aix cdTys euration would not pive rise to 

t:3 1.bility under the per diem portion of the new travel ta:. 71is 

exeLption io designed to sim lif- u6ministration and to free the mu jorjty 

of business mxcd V'scienti.Vic" tr'ips (Ft leust the inon-consumption port oi 
of 	such trips) from tax. Be. -des. a disS.rccnt'vc to l'hrr t.ips is c

rear]v provi c'd by thc f1at 1 500 t., . 

(a) T'he rate structu,. o for th:', n, portion of the tax night be as 

follows:74 

(i 	) 50 p~i o. per Gay for the fi rst sevcn tf':-:ebi dsy:; (i *e, bte 

the 7th and 13th day inclus' k.).; 

(ii) .00 ;;ersos per day for each subi-oucnt ray :spcnt abroad. 

(Ci) The Inet ,. .1ihould apply co;.:prcajn:ib],y to a' I travl., The travel 

Of plub.i(cf'i ciu shouid *be inc. .uc{,. es thi,.' w"l ''-ULi 

711. Alternatively the exjtn stt.,cp thx could. b viewed as an advance 
poaYment of "ru,ve]. tax and could be creited t'.ii±i per dic , tax Jiability. 

'5. 	 Alan Peae.ock o. dc.:ircb ity provi.s.on, ronvinctd. tho cuthov t1, . of' thi. 

http:provi.s.on
http:doatI.tr
http:oxchairgc.ie
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c,:r:.u1 ncrat nii,,g of the real co't.s tad boiefits of such trips and would 

,, h.e LcOdCc.d.nt.ge of im-.1'ing the tax more pulatable tIo the private 

E Fw :.bantiness firpn, the cntire amount of the tax shou.ld, contra-y 

to prz.t p-c.tic, be allowed no a deduction under the business income 

(e) Asicdd fi-om tripo of no more than six days duration, the only other 

(i) Studn'r:nt, approvod by ICETEX (Lnwtituto Colombiano Para Estudios 

on C'l r:t io) f'o study Vr1Vo&d., 

(ii) T ::Le2's with diplomatic passportn, and airline and ships crews. 

(iv) Thovit. persons who present r- work visa from another country together 

vith proof of ploymcnt thct country.. eminJ in 

(v) Cilbrcn unr1rir the va, of 12 yc.2 ' 

(c:) Thc pvr diei po-.JIon of the txivvel tax whould be collected at 

ihould be bnsed 

. L. o: the i" The starip ..r... continue to 

r'.d sith. t~h01: ora nb a )Ctuin on the most recent exit 

lcr's ]....mo.t, travel would 

*Lx prJi(! c.t the t:ic fi'¢c..ture. Sinre travelers ri.turning f'om abroad 

arc ).kly to "b)i]i.iquid .t the ti:;e ol reentry into the country, some 

c:'u~idem'\tion mht bc 4ivca to the po:'sibility, of allowing returneo to 

F;17 . ,. Lhc;ic].vesL to payaeint to.x plus interestuiHtmL,: ct,-,itt'in; of 

"I* *° . 

of.oJfI ioverrw~.nithe nominaj. 
be.p:.d by 'tO . :mnt i.:cw;cy ,;;;onmo''in the trip. Trips not t.ken 
li"'go,pn ": :0t M .',C:'', of .h, [lce of' The ttx presriu,.rbl) should 
n;i 'x,'. i 1 in the f3.,: 'u 3)lJ( ' 

'76. e>.f.v.L cin.'It' cost of the tox would 

v : "S.: 

]:.: .n g li-. traveling as 
: xr,.t.% )or ~'.l.: ., *',' . ap)Jcabhe to portions traveling 

cl +~' c o.Jd b+': .:: ~ by c' h,':iU 2 ." b ,.(]u].t i+.+bur of the hou-;ebold 

t.~~rcI' V'z M.p' 

(7." Cer:. ~:.t; p..'\ to hoxuiehol.s abroad 

1bAI-.d 

http:ioverrw~.ni
http:LcOdCc.d.nt.ge
http:c,:r:.u1


"-d-thin a srpeciied 	period ,- rather thun paying at custon1. 

Althougl the reverve iiipjicati.oh of the tax do not constitute the 

principal rationv_-e for the tax. the ctimated additional yield from 

this proposal should not be infiignificaut. Data necesaary for a refined 

£atAl ote of the ykld of the tax ar'e unavailable, but n approximation 

based on some rather abitra,,a.ry tasumptions cmi be nade for 1966 ead then 

projected to 1971o 

In 1966, the is.nt year for which coriplete data is availrhble, a 

total of 63,230 Colombian reoidents (not including airline crews) traNeled 

by air to other nations. 7 9 Of this number 5,013 stoyed outside the country 

for moire than one year. It t-eems reasonable to asswne that the greater 

part of the exehmrpt travel of students and diplanat8 fell into the latter 

category. Assumiig that of the remaining 58,217 travelers, perhaps 

8.000 wre trc-veling j.or off.iciv) goverument business and perhaps e-nother 

5,000 i.ould hawi bceen exempt ', vi tue of possessing 1ovk visas, there 

woulel have bcen roughly .15,000 taxable travelers. If we further asnume 

nimber took trips of less than seven days duration,that onei-third of' this 


this leaves a core of some 30,000 taxpayers. If the average duration of'
 

78, Under thbi p:oponia a c, c'ninn Colorfbian tourist that had f,,3nt.2 8 

days o'rtts:4,c the ,;o'u.rv a tax liability if' P 2,3,0would have to.,l trjvel 
nj s'!ix .... ecoption). He vould havc'poid P 500 on dopc,rture, so 

thrut the bai.xneu, eed in " : ,oaldbe P 1,650 (exclusive of the 5" ta O 
airline t!.chrmis ,-D he tv.v d by ,'.r). If he had spent $30 pc., c1,y, 
the Xn-Ja.1f noow all.owed (the p:o equival.ent of' $30 in Augst 1968 ."ould"be 

U0 Crat 	 abroad woul(' bc1 492). then Lf"'Ctvu tinV: on h:i e.pcd.,dturs 
~.bou'" .. 6/, or' sior.e four to eighi perccntatle poi.nts l.ess thian th,.' retail 
equ;,.',I.Cnt of the 50% mnutt.e'urer's tA 1,atci p-ropoetui in the previous 
chaptcro 

79. 	 Dta .. nsho- by AvDeon, Sela ou ero'.d treff.ic i. igporcd becautie 

-Akof I.--. In any etu,., air travel .iz by fra tlhe prinCi.WLOf . ,- Iote 

raoe (f . t(if±1 for (olombir, tc:v-its.
 

http:prinCi.WL
http:treff.ic
http:Xn-Ja.1f
http:abitra,,a.ry
http:iiipjicati.oh
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trips tWen by these travelers vere three veeks, then potential revenues 

frci. the per .icr portion of the travel ta&would have been P 52.5 million 
80
 

hallh ta: existed in 1966. This of couxwse assumes that the taw, had it 

existod in 1966, woul6, not have significantly diminished the ntumber of 

Colombihans traveling abroad. Although nothing is known concerning price 

elasticitiec of dena~d for foreifi travel, cn assumption of a high Oegree 

of e.auti-t"r does not appecr unreasonable, since such cost-incremirig 

measure3 as bthe enactyrrent of the P 500 stami t" and other restrictive steps 

apparently hw.re had little effect in curbing the growth of foreign travel, 

as witneosed by the ext.,:emc preoccupation of the government over the 

outflT of tourist dollrs in 1968 cited prcviously. 

If the stamp tax haid been allowed as a credit against per diem tax due 

the net addition to govc..nment revenucs would bave been P 37(.5 million in 

1966 (P 52.5 illion, ninus P 15 m.iliion). Assuming the nunber of non-exempt 

roliombians trw, -eliny rbroad increeasa at 2.5fJ per yecr (f].ightly less thun 

the rate of po.,.ation (-rowth) r'evnucs from the tax would be about P 60 

,illion in 19TJ. if the stamp tax is riot allowed as a credit againat the 

per (lien tax nd P 45 if ft is alloed ti a credit. 

liltatcvcr the revene .esults , the proposed travel tax, appears to be 

the most fmeml.blo i-ami- of imposing rn cxpe,.]iture tox on foreign tro.vel 

that wot.O. be in ,.th proposed on iption'1-1n, the taxes cons of other 

'R0, CtL.ul acd in the follywing msnner: 

P .10.5],ilim -. :,ev.nues for the first lmab.c week (00,000 
tra;elers v.t P 50 per day) 

P )12-0 lu-lion rvenues for, the next two toable weeks (30,000 

travelers vat P .00 pe r dn4r)
 

P 52. 5 is.:' 3Aion Total
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income elast:i.c goods and sevIIcen, anc!I.ou.d surely be a 1 .ch more 

efficiuut att6 rW-tio'jai metho1 of cur-bing foreign trvel than the present 

restliction:w intended to achieve this purpose. 

81
 
III. Stamp Tax Reform 

A. Ir't--odaot .on 

The British economist Hobson observed3. in 1910 that "stamp duties are 

for the iluost p(rt cubersoan relics of a past haphazard method of catch-8 
82 

penny i,)provisation wh.ch ha3j nio place in any scientific system of fina.-c-." 

The existing Colombiani system of starp taxes and stanipcd paper is truly 

a fossil of past decadeso Mlost of the virtual]y innumerable stamp taxes 
83arc characterized by inordinately .hiGh costs of collection, ifinitenial

"~S yieEl. £colleetoing ,- " of~et~t ienim 
yieiltca, uncerta'inty cic ring ap-O.c.itiot of the tax end extreme coniplexi

ty, A prov'ous ctudy emphasized the regressivity of the stsnp tax system 

as a vholo rd noted that the t'xc fall quita -rbitrarily on cons-ners of 

81. Thi '.z¢,t necessa.y for the construction of a proposal for stumnp tax 
reform for thT Ta- Coraimission v:as imnensely si..mplified by previous vork done
by Ric-ewd ]Eird in thi6 are. and published in th3 June 3.96r issue of the
)ulletin for InternAtiojal Fi.scetl Documentontgion, "Stu:p TTax Refor'm in Co
.oilb.o " pp. 247--255. The awithor al.:;3 oweii a great debt to Drs. Juan Zorro.9nd If:l od Swicheo of the Colomibian Finauce Ministry for their diligent
efforts : ir .A'ornttion uponinfuro.;.vud--obt'[n wvhieh esti:,,ate£ of 
revern-v o uI ri.;i fiowi stuva, trix refor could be bc.!.ed. 

82, J, A. 1Iobson, Traoc.tion In "lhe 7,'fei. State (London MIicthuniI*,9J.9) p. J.25,
cited :;i: Ala"i R. F '', PI-ublie FLUn,. (Ch'cngo, Quadrnnd.e Books 1960) 

03. It n,' ben e jtiniated that the co- t of printing%stvnps and stamped paper'&1one W.T)OwIi;n to bolli, I" of "boic colJ!cetion a",d that overa.ll collec'cion 
costr,.re perhops for t:,o five t.imEc higher thra foer most i.ational ta.xes.
Bird, tj;;'wp Tax 1:'ozim, " p . 21 9, 

http:overa.ll
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84
 
pCuxticu:Is, l:orhw.ts, bcoides be .ng of low, revenue productivity. Cozo. 

pliunce Co.t3 per peso of tw' 1)a:d by business firms and individuals arc! 

nure]0," far higher for this cet of toxes than for any other levy in the 

tax systeln. V'i',LIout question the majority of the lcrge]. arc:haic stamp 

duties are nuiwnnoe le-vies vhose potential for obntucting business and 

de).i:ying cowpletion of trimnsactions far exceed the inarg.inal conkbributions 

they nz}kc to thr! public "[,repsrry. For exmple, a single simnp.c transac

•ties L-y.,,v involve substanrtial tiine lost in trips to the stum.p tax vending 

office,' n.rd in wtitinrf in yct other interuinable lines at government 
85 

offices in order to purchase stamps. Return trips are often necessary 

espcia'Oy in ujjial area3 where stamps, especially stamps of the right 

denomination,. aye .often unavailable. A riumbcr of firms maintain at 

least one person -;hose principalo teak is that of strnding in line at 
86 

starp vendor offi,-es or otherwise attend to stanmrped r'aper and stawn needs, 

Evasion of Ltamj; ond stnm,,.p;d paper requireirients in alleged to be f-ar 

niore coa, oi tht:: nomnplimip c, partly becaut'e the 1), .c validityr of docu.

mentu is (fortCate]y) riot Noided by iwmproper st!iping o.r failure to 

.iploy otanps, arid Lince penalties are nominal. Cariual observation 

easily supports Biv,'d s contention thavt stamp taxes are often evaded on 

Cmc-1.l t-n"actirnIz Cnd ony io:,inal tux is paid on lt-rfge o11s, .-nd in 

"I . .. :or .o , t. p. 203. 

85. The r.aithor :,able to app':ei.:te more fully the ,,astes, involved in 
the o . ,f sacrificed opoiLni'ties (nnd. perhaps outplt.) in the existing 
s tcr) Es,ynt(.n (cnd -e enUcleCss other activities in Colombia i1volviz, 
lon e, .,uc' ) by virtue of" hii attcont to obtni'n necessavry for the 
vali.ti- oi L,: th documents, Ln thifn ca.1e the ef. rt to scciire one P 10 

,t 1%:L.oved 1U.' of waiting in line mid 2 ec'ate trips to theI 

-3tc-lip vomcjfl.O 

806. ii: (;",I~ i by letnalco (FeiCi.rccion 1L"ciorial. dcr::L.c-' 

http:l:orhw.ts
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i'mny casies they may be avoided corpletely "by O.terii)g the form of the 

transactioi3, since it is the forin or(I not the fact that it the object of 

87 
many of the importtnt etwn.lap duties, 

Little ould be gined by presenting a det.ailed description of tho 

precent str p tai: cytcn, since Bird's -receni piaper provides un excellent 

Suniary of "he major fcatures of th.1ms fet of levies as well as a discus-

Rion of' iti most g:I.arii; defecits. 'lberefore this section will be confineed 

to proposals for refoim of the nystema and the revenue consecuences 

thereof. 

of the severeThe reconmrendations are conditioned by recognition 

contraints facing all levels of goveoicnnt in Colombia. Therevenue 

general. presumption is that virtuo-J.1y all of th existing siuunp duties 

uould be svbjected to the utimato reform, thet of ebolitio. 11ovever, 

as Tabl.e 5 indicateG, the revenue co, sequernces of rxch a step woul.1 nol. 

be trivial. Therefore soime pre.u ,.h,2.hr d athtuclhd to altetives 

that would enable the repeal of the mrost obiectI.*.rnbJe fpcets of the 

st'amp t x system, vhile keepingr those that are elther significent revenue 

useful pu.o:-cs tc1 those that may be incorporatedproducers that servc 


into a Srystem of rativue.1 fees sndC u'or chargcs.
 

PI' 'J',t-lc 5 uhow the yeteCr. of' stam:1p ttixc5 (",nd zL',ip' c' papea ) 

furnishe s a uo-e1{;bep'pn~ n01' ccsm -.ovc.iri~et tcm*?x revu'uisC, 

as colceL on re.r.'jcd 5.'(j' oE totv1. taxeS ovr tWv pumt fj.eveII ycar:i 

wnd. 5. h.' fo: the yeas . , \,my o:r(C.cP "Llh3 re]aive,;three. rsscrn 

,evcuo i.ipo:t).cc, of the st: t.exmj ygi;crm hwz cu eob'A,,.t h al' that of 

" '. ' 51, 

http:o:r(C.cP
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TABLE 5 

Bt:'..: ,Staimped Paper Pevenues. Absolute Yields and
elds.sv a Percentages of'Total Central Government Tax 

Revenues, 1962-68 a 

Year Y.cld Stomp Duties Rs 5 of Total
 
__(i4illiojS Co Pesos1 Ceutral Govern1l at Tax Revenues
 

1962 7&O.67.3

1963 168.9 5.6
1964 227.)1 5.51965 2.31;, 8 5.5 
1966 , 3 5.;3
1967 Ij.O.L 5i9

1.9 6 8 b 22 3 .1Lc 5.0 

l. SOLRC,13: Hinihacienda, Tifovmra Sobre Recoudos. Years 1962-67, Jxmuary-

Jt. 1968. 

b. Jonuary through June only. 

b. 1levenues reflect the full effects of the introduction of ueveral 
new ,,:r. 19'6. 



the ur:o ta:., n.'.ut '-1/2 times that of the estate tax in the 

or.Qd .19-L966. J.th).oub sts.p Lax yiels have consistently ave',age.d 

bez.vc,,, ad 65 of toto tax collections, the rW.ttive Snportnnce of 

the tx:: han been maintained by frequent rate increases and the enactment 

of new to:(:s in recent years (ruch an the travel toz: and the automrobile 

ounrtzohip ti~)rnd n&t by vi'rtue of oi inhercnt high degre of ex-ante 

'. cc u nnidtion. outind e. ave designed to per it drastic 

improveientn Vh thc. opa-;tion of the eUamp tW: system, with consequent 

high bca)Cfit, to Ccve'nmeu, (:tn the form of induced odmin~itrative costs) 

nd tKXPOyevrs (in th: foy. of vastly reduuc, compivlace costs) with
 

m~n a:L,arrifioe o~f v'cvenuo;. Mhy e in}fo. ,_-,tion is availabole concerning
 

the'p6snib' reven.e con~cquencc of each aveo.mrendation, these are dio

cusse. in co.junc:ka with cuabL. At the eni of the tection an nvtmpt is 

We to ;,z;arithe i-hcercveia: .v 't of the proposa.sno a whole'. 

Or pur.p.onIow. 0Q, lc ti",u. ra':wt/h ~e c.':s;:ting s bamp tnr systemfA~ hast. 

been dJivi.deid intu fourr cLCtego:ic a, 

(1) T]c.',e that u"c objo icinr,1b: oi r)iost all counto (either on 

grouna uT th... 1w;i.::.uce ppuc:L, recgroc;ivity, small revenue yield, 

CODIO-.. , high on o.'C ]of*LMUV]ri..,rLton and LOT:pi2.Ice 

CotrJ ) .'d.'2hJ ck , :6 "o:i',cd ou' Gd,;.T he 

/(2) . . 'iu,.[. ch3.'l].e a 'n)u'n] of ecoranCi c: effects Or 

rt'.' Au'Cr,..v btJl:livlj id "y)}{ch 2:hou].O be consi.ered VS Po03sibLe 

COandiantien: "Or' GROWiLc. 

(.... L-iK *., ,C,: L. cucr y in th . -tr O r ,iltt; to the 

go(' i, t)' fcYCns.'.,:'c pn:r:'oyy:j by the ylYbd ec. T14;e !io,.J.d be reteined 
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but placed mi a cost-o'-service basis. It is cmphcaizLc . howieve~r, that 

the Jlcvies tha~t remcin un f'ees need not neocx~iJly be collected by 

(4) Thoti Ahich actup1Uy reprcuent taxes unrala-c,-, to cervices 

rendered by the govecnunrt but which have corna nreiit as elcrai:.,ts in the 

tux stucu"ocd i-1hich t-hereby ulhouaa be retv3.nod. 1{Ce( agaiin, these 

levien need not be colIlected by mcw of' stamps. 

D3. Csmdidetea for Tramed-iv~tt- Abolition 

1. Offiin- Sttf'mpr'd Paper (PrpXSX ) 

A very strong cuam can lbe ma~de for the abolition ai. this4 relic of 

the 19th cortmr-y. 'Thio apLct of thu [stamp .v rhiigatedtax Inyotemitip 

tiuonce which ocrves no urmfu:L puaycosei. £vw;Hon ic widc-pproad, since 

flVjj'eV to CO.:pjv i~ h O~pc ta~ po5p':1 al-xt does not 

ivalidahte the 2egulit-y of a cdocumv-,,t, ecin~t1c 151Liit,and rc? ;'czy 

Die law pez:ti :.niirg to u:~dParje' iSLL~crcMr()y Cm.J; it is 

,')ficult Vor the knoi,- exuotly tLwh-m ewcunents jousttscryrto anijh 

be recorded on Etampea forms. Por exmriplc, the:e twot ovVQe Spc~o~ 

of excnmptionc from the f3(tcrnped paupor- -yeqrun with v,%,ioua Emb-clhaces 

within elsu 

The winor :tz cnuc '~ioxtr'occ~ of rptcmd pye. ir, ovitQnt fromi the 

TNiguzaec for ct~i cullcoiona in 1.9CC t~ad M:,6'. In both roemc 

f:~nio b~yodi~i')C,1t P :1.3.1 illicmn w-.d P 15' ct;'v .mcurt(dj to 

larm thcm i o tott.), tax o!o)A.3.oct.orirz 

183.At xprosucwt thm.eu it, a one-poimo chv'.sgc, for e~~tilQ~t.. cu.id a thr"o 
p'!F10 clLarg- for f'O"'urc to oriply with !u-,mpcd pa'er cur~inr 
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It is not unlikely that printinig and other adwinistrative costs 

involved in tbe Sale of ,t-aped paeper exceeded rvenues. In any ca',e, 

net revenues for the goverwrnent are probably nil. Without .quenstion the 

social gain from the abolition or £,ti7:med paper in the form of reduced 

compliance costs, diminished taypwrcre aggrtion and remnrvl of impedi-

Inents to i;ran.actions, will infinitely exceed the sniall rciouut of revenues 

lost. One -.uenb that has b,.en er.nioyed in deensie of th. rcxtentior, of 

stomped. paper, is an cxtreme-ecy wetA one: that because sttwypcd paper ham 

a )i0%rcg content, while nost "coL1Mn:;' paper doeo not. The use of stavrped 

p.per inoures that "'ccord" ill not c8cteriorate with age. )3uT even Lhis 

u-gumnordt is no longer valid, because at the beginrning of 1968 the rag 

content of stvmped paper was reduced by one-half. 

2.lhe!b min 't imagineifiut: "" 

It i5~(lificult to imagine ~hr, could have been the rationale Lor 

the entfoli'hent of tbi, Carlicull., ta: les it grow out of th spoils 

systen of allocating publ:.c Job. fnO, ri:,'eseri ed tin. attempt to rec.ap.u'c 

some of the spoils for tha pub:Lic 1iry.1uT. At present, new pub.ic (wod 

a limited nun'iber of privat,,) appoit',ts give rise to ft !ta.p tax liabil

ity which v. Tbi± P hC Oil, :iS "tac81O 

b o".tio ,, fit. n s . hv:c if jay scles fort.x bi-ng ......

public exp.oyce( xere cow:,.,cn.irate *:i th those of' the private sector Eud 

even if a.l o . c tx':.' e ]-tur!.y, this. taX Vould. 

89. If o.:; not :,'. . " ,. f;ao2%.'thy Oac."::,-y P ;000., th, '," -' thly 

st3.EaTcr.'y Lcc{<z P 1,)O0, the tv) i If tJ l Ll TiiLv"y a- . in con.in.gcnt, 
tax of fiLVC ]roZs is ]:'.Ci. The i o app*.cr., to.].r nlt(:v2 21', 
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,naIe little sense. As it happens pay scales tre low in comPuiocin with 

the private sector, and ai employee receives his first chuck (with luck) 

some )nonths after beginning work. In the meantime' he is :,equired to 

pay the tax several months before receiving income. As Bird noted, "it in 

so difficult alreariy to hire nd keep capable people in the public service 

that it seems rt:Wdilous to place even irner obstacles in the process.,90 

There ia abundant support for this contention. Unfortunu'-c.y thc requi.

site dito. required to estiniate the possible revere loss ariwi; from 

abolit.ion of this portion of the stamp tax io not readily avai.able. 

However, the revenue that would be foregone iroir, such a stcy would almost 

certaiiily be inconsequential, In any case the argun ent for abolition of 

the ttuc is so strong that it should be repealed forthwith. 

3, Vile Tax on Income Tu,Dec)aZ,ions 

:btpresent there is a P'10 6taup tax.on. incov.:o t.x d :we].ons(P5 for 

each ot' two copics, P 20 for late returns). .1:.'rc are n wbi'ica- of obJec-. 

tiona to this particular aspect of stip taxation: 

Sa) Ifthe goverrment truly desiresz to encoourag;e the filinc; of income 

tax declvrations (even whon no tax is due) the tax iwirationril since it 

iiot only auto titsily:. ates a tax liability for "..,dccthe rer whether be 

:a.s tt -tho or but aWho of"....J not, d(:ation 

more burdenscime and time on vum'.n, given the necess'ity of stranding 1.n yet 

vnother lirie to obtnin stu.os. 

90. birvd, . ,_ocil.,p. 252. 
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b) The tar. is clearly regressive in its incidence. It is estimated 

that only slightly more than 1/2 of those v ho fiilc- income tacx returns in 

1966 paid -vy income tax, whilc according to Bird, 1/3. 6f thoo Pho filed 

91taxable returns in Dogot. paid more in sta.-p 'tax thou in inuo. tax. It 

has been argued that "since so many of t-ho"Se who declare in;come are exempt 

from tax or have liabilities inferior to'10 pesos, the existence of this 

particulw, ntmp toc is ju.tiicd as a contribution to help defray the 

high cost of hand-ling and processing tex.-exempt rcturns, 92 (Indeed, the 

minimam cost of processing returns, even th3 simplest ones, is estimated 

to be at least seven pesos,) In reply to this contention it raty be noted 

that a simple and more rational solution to this problem would be to raise 

the level of filing requiremeznts. This vould have the t.dded "Ive-ritage 

of allowing more careful policing of tm.:ablc returns via the release of 

administrative personnol into more proewuctive actliity. 

Even though the initiel niotive for adIoptinr t)ve tax as primarily 

revenue, in 1960 1,-ater barely greaterthat of gaining moret9oe yields "haiand 1967 wereyore b'- e 

tha the cost of processing all the tU-eempt re'xrins, Total rc-vCenuti 

(nati'on-.wioe) from this provision were (including the additioncl, 10 peso 

stamp tax on 1r-te returns) only P 12.3 nili.on -.1u J.6 and P 20.8 nLllir:n 

in 1957, tho onIly years for .hich f:igtwrcs w rc av,.i].able, 

Abolition o" this par'iculfar tax voulO thus involve ,. revenue 

£sacrif ce, urtha: if the comnrni ssion ae oipts the propos ls concerning 

Ohnnpgsrin the level of filigLl, vould be raitied fruii 

91, Lira ...C"Jxs.p. 2. 

2, i ttc eommo ,nby "mberl (..r,.er ],n . er for... s .o ho National. 

93, Pr.o 1lctv~rn ,ite Ln 't Aid'.:w " -. " t. CoQ.o:k'lirn Indivi.m'.1 Ineo ,: 
Tt ; r Part 11, O:)amjtcr o? thi : \'WA,'e 
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5,000 ancl post:ibly P110,000.,the present P 2500 lovel *L at ltntP 

rl.ependi. upon which plann the coinmii,,ofllncpr reven2es from the Sta:;p 

tu.)- on iinco.e tvex re'tufrns vd)l fell in any ejcjLs, so thrnt reveniiC l~oss 

tar, will bc on3y P/7, of the einount ihl-t viuJd
f'romn a.bolitionl of the pco'haps 


be locA in the absr ncf_ of change in filin.- requiren~o, qL,
 

be sti2llYslrthUrmorc, the net i'everiie los ~ to the rernelt would 

leso if ,naiy remaiiti.Lg stanp txeB were adij.ow0-ela; ewdli.ctions Troin 

vvxes pz--I arca eJlig-ibl 'or
the incoime tax. At present tiny una all. stt,!mp 

woald require thatdeductiont Consisten~cy with rosptect to other ta:xee 

tv-yot thLI. )-rc-sentdeductibili-ty should be allowed onl~y for -those Ftwn 

proposals out).iricd in this neresocary- expenries in earning incore. The 

of' rtwp taxes thntt are
papeCr vill, if nceeptcd, eliinate a. large nunmbLr 

and relatel 'to thc oarnlinr of 5nco:-e.both nuisenees nuld direct)-y va&guely 

stLar) tixc-,, c).inThe elininotion of deductibility of' all tho renaininh1, 

governi- !t r.eveflu- 1.055 iomn
be considered in order to mifiLi: cth ccrit2'LL 

irany vtnvicp ~csaic sim,,Qif i-wcome tv).vx 1 u'{nL,
ab1oitio-- of of thc t to 

Olne of the most oitr-n voiced coriplai.iuts arUnIit the :ulc,:!r: twc at ) ,.semt 

is the extrez'e coric.xity cf the returmfj.
 

horiJ.,or,-tva equt-y vou~l
It is rec0&[;nifl).Z, the-t Some salvjolle).icce to 


bLJ2-.';ior. dc.6110tibiJitv
vjsJ~r)x of fox, nii:. f,t . y'U1.%vs. Thrto 

CC&: 3 ,Iny F. TYii~ru~~,t~dthtt iT the Obove surqUcstior rotI-l 

cnu~~1'dof' the rcmwi.ru-.1ntg st!a' p ta:xes tloat Enro 0o)vmi,n e:t, 

re-nses oi, eernii.ng i ci'. be t lo.,cd aseuLos V:~nls J.v;c 

hua*xen914. 1 uth l1A.OIiindio~tc thnat if' f'i.Jin(4 )IquIA, 
from t)hi ',pV1"LiCU'aT)-o ',,o "'lay, 1 2, 500 een;~ f S16 rN1:t6y7ih 

iojtu.±.*r, 0 Y(. 713twwY woUj.C; fl vrn bori) Orot )1 14 i;'lIon i 

http:eernii.ng
http:remaiiti.Lg


cer'tan Jt~xQp teaxee which fixe actualay soxLutysu f ey jkn :such 

aa the tame':s on f'ireairm' se2lapst~, certifictyp~ of' air oind seor~tbiKEEu eWi 

health, uc. In t'iy cnaset nrrc Wailitedl dc~hctibi y of' stoop i.oxois 

woult i'ceCuce ovenallJi revene o;'. Ca'.:ra.Wiy the ab~i tionc'ivV 07ns0 7 

insginJ.in~cjreance 	 3n inqo~'2 ttr': yiel'3d- bnocCXFIC all ui'e 1)oii 6.rcd-ctil. 

rourgily entiiuate that incoc tr;l. revenl.t.I; r'i L'ght havwu iJb!(ef so'r Y"hQ ndl o 

9waore :ir, 3.967 than' thry actui-il1y were. 

la~intion A4 the d~e ductibility fionture w~ould, th~erefre allul 

greater f'reedarn from revenue conustrairnP. 'in sttip tax ref'orm. 

h. 	Sjj;;p-Tv= on~ A.elyhos 

petty A and which12B c:Leay.Ky a "O this 3:z.~-y CV06AzC i; noct 

very ('~atv1rcw'enu'. she presen pirL reqire GO~ a .02~' .cvirtion 

centnvo !:tso~p (abouty~ 3/10 of' 1, U.S. cent ) be affie~to en.ch exlvery 

box o,' )ittchcei so)X. Cost of printing,5 .;~~~ vic± (if% cay ) 

of' thi - cnrt.'lquaited t vCOOK th COMnPIODO, costs of' nAtA--NrU: coV3.ei 

)k~2(abuaost 0. ("' which C~rca l.Fx'gec il'uzb to bc :'c~aef'i'e--!: ely 

95. F}L Tv tax: . 1' v i.f'c:. rvantu tv'Ihan Wi~ iion . ~i 0-a.'z'cov~ OTAW. POO 
1.96Y. To ~ MLiiir~Lc~ aT ~ 'f.§. cd' MO~ i IOr(MO' W8 c their~' R 

cedcions Ye~ W.IQ nuni Ac'rfLh''; L nn anOn;.u ri&iU'. of t ho c''~, 

W'ing -' i Was 8C WOCIP .. UK VC do: C Mar.a, F,
SUA9 i3 f UVO''M 

1ouP ' J''"(~lw 'cb .01.''iC C-n~: ri jpod on' Q.:l.:u r "A;.'p 

vbfli ('a '010) t, 11W 190 MW VWV' 50 avc~U1t.*wn~n 	 jV'C'Uf'i'e'':5 
z~oyvLa' '!Mfor107 W itt a oA3nm b~ ' 

rpr"Ot RLi''l'''~~'ecc P AD &Mn 01 vuuru *~'~ a Atn~ifin; Po lcion of' 
S~~~~~~nT~~~~~0Autio O ryr ni 9in )UM VP)LC 	 V"ea 

http:c:Leay.Ky


rhiw vo).*V :little rovemiuo wouM6 bo forclgonc if thiu tn.,; -upre repeaU-J., 

While vt the oRame t:4,10 Offort-s to siirn liTy cndi Htr(ation andi cc.Liliiwe 

would~ b,,. vl .,erved. 

ITbis is (11ot.hte' ex-InpJl of axniz-1sance 1tivy which 1vc.oducea (41ipocrt no0 

rovenues w-(i wbich :u- appcrent.1y cvadeft on v. :lm'ge scale. 116 renil)ations 

require tlsiw a 40 ccentaxo strnii) be afix:ed to each pack of cards. Revernves 

from thiv p covisl~on v( re only 1P.124 tihouscand in l966 a~nd 11 60 thountaid i.n 

1967., so IL-1at ravenue lose fro'a abclitioii of this rciir uait; of' colonial tim~es 

would be inigYiieont. 

6. Stnip Tax on ar:ea-es 

1Tbe prcsont provicions ca.11 for n C00 centavo Fitfwii on evch r,&Llon or 

fraction of' a galilon of rinc -ibilc pgrne. Th'Iis levy servos only to tdeln~Y 

ctisri1tlo .. tho 3;roC~fbat and~ j.Z ,s.o cjBco asily w.vVicvJ and tmoa'o)LIXctivc

of' reven,-e . Y5 elC Lx: for the llutfn c'1-; a woe:x~ntaaal 

but Cst)-it-tcs bai5d on )~cerl a:~ ~cCr~itn'sof the tc 

indicatc 1.11"' for 1966 vaud 190' codl ctioni: vicre about P 5.1 iiAon and. 

L;§A, to. rIx.CY r ~o cx khely~m or.v 

reducti1on 05, ttI..P , ,; ~J.ItC[! or othev v~pop, Ofochitrrsdti(!s, 

psito au!.t ptzy a 1 :1.0 -lay. Tfi i. -p-,ovision ~p~~to be 11Tnong 

thle yqo!jt ob~~ttnbj V~L.11 *ijv :~tn t~. As vc., :±oiod~ i. fJY et1 VJlier 

~vab~.tti i-thoulOL bd viced. i. vighJt PC-. i~cs:n i a lmcry 

r~~n&f w;oiI~c (,,,6c.Ab~~~o~ ~ti rcu~ C 

96, .T'yi~or203 

~Ci, yafc 

e p. '~y' 

http:appcrent.1y
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would indicate a m;ore o(itvel-i u the purt of~ thw. govevriluent 

toward its conotitxilnts: aid uocLd help nio6.ercte tbe oi. t Cr).exreme 

advers ary atancc charac en tio of' b.ji~1cfeen a'tnnd 

private cit iveim. Ai.Vhouqh rvezmot; fz'c, Lhi-5 provi.-ion co.u.I.d not be 

obtalned, it is bigh3lr doib-t-fil. that abol-i .oil of tia :I.cv-y viould 

.inoive mor than 100 S at not*tbo-a )v1O 

Otber doctumenta or' other irrittcn jwo.-eeiiis -..rceaet& to nif[t 

government gelnciesi CQ.T .) I to-"' Thi.s 5.5 yet, mjotLhe:. Petty tax that 

i.ncreases the cost of doing business with th~e gov'e nment ,not s~o L-1.ih 

because of' tbe 1 peso txbut because. of thp time mid trouble involved ill 

umcerttrnirig whe-thr thbe tax sholad bc Ppid, bvyhlng Et'Js having them 

cancelled, etc, Revcmic Io~scs tire .ntibebtwould al.mozst cortainly 

be incori- C!:,2,t-Z:. 

8,StaT-r J. Tax noil~ 0!c-'of0" 1r-icted 

This tax, 2evied rit 23 centanvo!; a shcelt, u)itu o evidcent rat-iontciO 

whatever vinlems it ic tbat of providing mahe-v.v.~i for c-eic nict. caniploives. 

of the cl1wiLbers of comiurc w13o mu Iffix tflp to emlh P!.tge!. Quite by 

chance, I p c tat requirmincnt J.s ali.mort inever !'()cm s*-,onnJ.y fme this 

3.o v . E"Lasdn of tlii.-~ 4~ ./-v44A-'t. ' o~4 *,*'*.L- be 

ob~ndcorninl c.!,~ j'!'i;""" 21"C.:;ti .L , cr joeri:J the_t~c~ u (!Cnx CC'!..ncrn 

above, revecrme t~b:rcru v.boI'Lit-I woiul. bc nil:. 

9. St..!, Ta n P(-- -i.r ri' tc6 :o:Pyrsn 

Pub).1 c plioyoent, tw, et-. r. mionth c iotr.;,, tax%Gf 20 centvo per 

Y, .100 Or s-'1 :-ey , v :,rn Ca oa.",4*~cu; of cap:4ti'e (!rvoup o'A tL'x-

payoc'' by h~ :t: ejL. ty ludidr.*;.IOIL uz vLdw J.r~3~ 
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and iwst pay a significant tomp tax when i red. 9 7 "dii3, uilie tlfoL more 

fortunate counterxpa'te in the private sector who iF J it much easier to 

evade income t.x (being either self-empltoyed or "r.'v1nr. access to unpoliced 

expence accounts), public emp.Loyees typical.y poy the full amntmt of taxes 

due on their salarkes. 

Abolition of thiPi provis.ion would have cost tbc ,var.en. t P 280 

thotuand in 1966, the latest year for which colprehaw-Jive sulary figures 

paid by the government are R.vailable. A yield of thin maLnitude hardly 

Justifies the additional boou;];eeping vo]: required to collect the te. 

Tv.-: Certain 

Iis is essenti.lly a tax of 25 centavos per ]C0 peos of v'wiuz 

indicated on docu.ments 9 8 presentcd in evidnco in prcdi.. s to outran 

pruayent of e8bts, eitber in civil, suits or . proecd-irjs 

This provision only Man1eE the collectionr of debts wnre cumb.'wcow;m iumd ex-

pensivo, it shoul6 be abolishcd and chm'-gt.] - be lcvied 

10. Steno xn 'cuument'car .,vcidencc 

if : 1o U fixcd 

per centugn of the coteoted inanbLedncss sholt.d be e.a.pcd to tLu debtr, 

if he is uijudged in orrears (us in sm.l], c.:.. ms c-rts in most U, S. 

states). No.basis for e:ntimat.cs revenue i: nvial.e,].of lo in 

1:'. Cc'., t~r Prr.,c--'2_,n _ ,.or t Cor ri;<!.t,Jt< i. T<,. .. Y1.') . e. 

Con",::trm nmst 25 cq .Mue P] of or 20pay 2cnt.. pea' :C0 wrnn P e. 

iS d(tC,,_n .tt2 u rM',-E2 lC2els W into ML sbjcet ntt: i'e], 0 ,Or,'lM.t. to 

tax of P Th: 1ct:;o to a. eolir.LC:tt'): on pca :onFAJ. und.:(). ey hu:,h:i 

.97. In AM',u, jublic y - N'..< huj63% of u:1. , pOyaC (":.int ".icr miiary) 
received ... 'in'e .1ihferiort e (tl ,t UP ;'V, i. 1.CC 

98. ITUhrc the v,.. is i".r(eter .W. c thy, AO loos. 

http:e:ntimat.cs
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business t u-15aut ions vUnd could be defended only in terms of revenue 

needs. Since the revenue productivity of t.i. levy is insignificant, 

bor- :; no ag-a'ent for retinrng it, as the ax is inconsistent with 

mod]ern bu ' Furthecvicore, threce ;so maniy)iaethois. exemptionO 

froia this pco'vinion "that it in nt.rsly imponsib.e to knov when a contract 

is tIxab].e. 

.2. SWIp5Texe-i on Dills of Ladino N)O,t * Bills of' 

A) Bill.- of Lad.. Domestic bills of lading or any other freight 

documaentu !L\vy a tax of 5 centavos per P 100 charge. ,oreign bills of 

lading pny i P 5 tax plus P 2 per extra copy (payable at Ql.00 U.S. 

I peso). 

"':,.:;c chrLte. O5:pod:,] the erCely conduct of Ain:ncia tvitiavty 

and freight tr.nsfer. r en ccolom.,r ,here significant derles in 

exe:xt:non of "rn;sc.on are plentiful enough, no further obstacles 

houlxl be )'.i,,d, Jeveues are insignificant, especiAV given the ample 

opportu~ities for evasion of this pr'ovision W. lack of (fortunately) 

policing efiorts. 

".rw c. th.csc :it.cs a'c leved c.t 25 centavos per P 100 valuo, 

Therne laxes: n e.it jurt. umP.nt; nhould be MtAo].Cd for the name 

readon the 0,Fnni, ta' ,?n untract bhould blcYcpemi.ea, 

no.
c) T,:-:c:i InsrlounfT y.a ; thi,,in Li. ta: (20 centavon per 

P.10 " o') in. addii'.ou to V:a. .r ouse C(',.'(g'.. fOr Us of guveV':ren i.are

houren., it.shou},ld be mi.. na o , uisv.co, If "le ic,,. -itimposed in 

http:addii'.ou
http:Ycpemi.ea
http:MtAo].Cd
http:rn;sc.on
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lieu of chaz.ges, it 	 should still be abolished and charges placed on a 

cost-of-service basini.
 

13. 	 FII.jht DcuMents 

This stamp tax is payable fit P 10 per page of 

flight documnents (payable at U.S. $1.00 = 1 peso), IIhiI. is wnoLher nui

sance tax that impedes orderly business opaIaticns, except this One 

is hapty even applied since all Colombian airlinei and. a nmnber of 

foreign ones are exempt. Therefore, revenue loss d.iI be nil if the levy 

is abolis;hod, 

14. tm-,p Tax on Various Forms of C'ertificntes 

Except as noted below, in the section dcaling with present st~tai 

tcxes that can be converted to a fee basis, all st~tmwr Dil.,:cs on certifi

c tees should be tboilihed because of the miniscule rcvenuu: they:; cnzail. 

15. S~~sTa)- on Panrcels 

This ta applies to declara'tions made by individlu.;ls to the p''nt 

office concerning thu value of parcels who -e conltents tvc-Q subject to duty, 

111hp. thr-ee.p,-,-,e delhatiors made for pLurcels ;ent ubroaC" vrz taxed i,.'. P 2 

per sheet. Packages c;ent anywhere within Colo-nbia c-arry a 20 cent0'o tax 

in vddition to pos~tngc stanps. Tho only pu::poe Per.,c(] by thif.-et o:f 

stnup ta.e: is that of x'equ:'ring Ihe exenditure of td, J.ousL onu ho.r of 

additionr). tiol!.i in the ]ost office in order to send a p:.ekage, 

C. Possible Crid:; (atcr, for Abol.t::.on 

1. ,t.jp .,on l..'cle of Ponds 

This tu: .islevicd rt 1/C of the nos:,mai value of "thu bond if i't is 

v
' oridz] 	 pebegist..rd. !eute.un cst 	 oidIs'- ) 2 * 'on thc nij;iJ 

http:begist..rd
http:Abol.t::.on
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q)-ite e)i bicunic naurc of money and enpita.l ranr)Ctu ill COlO .I)ia, an, 

ax tbx inhi'bits the issuance of debentures, however • slightJy, ihou3.d 

be viewed Pith lre'tion, case can be mWle for thesome }Ioevcr, 

oth3r" mea&ns ave foundcontinuaLion of the 2/ levy on beacver bonds iinle.eir 
9 

evusion.99 Datato limit the uce of thic subst.ntiil avemuc of ineon.Cy' tax 

required for the cativLtion of' the revcnu lo".u that would arise from 

abolition . this duty ,xeunavailable. 

2. Shamp the Agairn"nt orTax P.su..,e. 

lTr~UMsfcr o' Co Por,.t.. ,y,.c'
 

This portion of the ,;tnp tax iA ev. iat h% on the isa Of 

Caurcs. rjrm-sfer of registered sharesboth reistered shrbinao tvd bearer 

"ives rise to stamlip ta: .i1bility of 2"', of the Previow o'rth's rnw'. , t 

value of the share, cI transfe' • of berer irvucs r.... ius puyawnt f 

35 of tre vralue of the shanre no determ"!in'dJ by tb Nfai oral 
taxes egu.! to 

Ta: Ad in.. r.l.rat on. 

The tux on' tht .'ssi(e; vmd tr:v)i;f'c: cif LsIzX;s has' l)uen 5eve-.uly erii

cized for a. nurmber o7 'eoilon. 1 .. 't, iba existence of the tax.. cs 

often been used an en argwu,,nt Ng t P. fl-f.cd &e~i c..itat jU.-' !:a:. 

in is :::;. tihe is poornt, S,:eod, tax .thn.t ' WARC e6t l'! g(t, 

g -i-;-A,>fo2 . C.j.ttuinI 	 !*i2tYthec.:.. , -. (' "[ o p, u :r, 

c'i 4d~ht"I .. ('(lr."' e':,;"t.. .. ]

LA*• r:.. 0'f('b . L']'c]:[.": ... ,T. :..e, P[: . "r?eetl] cl 

i..c' Zy o!' g, n or to the Wcooe(,n.it )L,;'4"-.I.t.Ci_.en Of 	 itDy'; A 

9), ae "" inalc:ro].1. CAp PA u 3].it.or, "'R forri of the 
axt of1-.. 	 .;L 

l uv;. pp. )'.-253 for' a mo:e dutni.] dibcua-
100. to Ala o,". T". na 
don oftos NUA"
 

http:3].it.or
http:ineon.Cy
http:evusion.99


68.
 

of the recipient. A'inal]y, the tYx mly hw.ve impeCded the dcvelopmcnt of 

the Miryonic private o pital Larket by lowering the price and volume of 

traded as:.e. 

SM t i'. eun,, scriuouL- consideration might given to repu:l[.bene be 

of the :iandt-ee Qx.t3 transfer tM:Y on regi :ered Whazcs, especia~ly if 

Wx.10
tha tYf propoal.s fcr t.e cap:,ttal gains

the Con;Arion awopi.s 

Roweve,. ts in the en.ie o!. beaer bonds, the tax on bearer shares shbo.ld 

not be Eteoe"'h. time. not that there.tt present Tt does appear exists 

any othe.' v..thod for revching ;ai n, fronm these instrum;nts, and they are 

urvernaUrly uchuovledn,ed to be one of the n:ost notorio5 means of evading 

income tax. Since the isbanee of bcerer ,hures camnnot be prohibited 

outrifght lectuse of legal contrints, the stamp tax duo of their issue 

,n~pht be Twov~qnd to at Most 251 or 30y, 

"r,,' 

This tux is W,,,eCW at rWtes f'.o~a 2.51 to 4.0% of gross mvntb3y 

3A uit 't ecrtfim¥y :inhibits the f."o'th of the incipient 

Co] o~:', a, ;:nvrUUCe i'ndnzt.y .ud thereby-i seournges this fo,.,m of rnving. 

ur'thu', to the exta.nt te UY j'usla the development of greater insur

ance U.. v:i ty . . 2Acou eit:s lth,: grc.,v i;h &Q-:.-preinddi :e:': it 1u Liowolt. 

3. f-o r'r,;y,, . An.'x noei W,.n" n",:.. ]P, 15ev 

orr .r..t:Arsth,.t my lbeli W'lsbe eviti.tal fJ.n the ,'o-,As of devcelop

u;ation A of thimrit in C.-,oi;,nnU.,W.., 32rgircnt for ret..nation 

101., Eve A\ndr:c, C, Po'e J,v,. ".The CaQi".:, Cn ins Tr'f,1" hich appetx's na 

, AMChi .pte:I. 11i:ore Li:;, 1i\."e. 

. , M:.f:, J'.e c Development 

repri ,d :in: y W 1,l.U! .a.,.'! '.jj 
M .A M , tj.Ol.... -C1 i ionumc 

. ' ,y klur6 Pc,'; . jW .K SLO W .i.. op1iec 

VI. OfZ.2t (I: No' ,o. , TOOUL ('V toa, :.96' ) yp. 355--359. 
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provisiou is that its incidence may be.progressive.
 

It. Stmcp .Inci cn Ceyhy and Other [hncv Ilynsfqrs 

Unde' pr.sent stamp tax prcvirionn all chee:a payablc in Colombia 

m'ust carry a 20 centavo ". . The t...x is printed on the ccc... and pAid by 

the dpositor to the bmk when cheek boohs are dclivered, This tax might 

be considered ,.Ls it candi,ct Lor ablition, as it acts as a deterrent to 

the increased use o this w'er, more convunient and efficient means of 

Moking pay.ment. 

H{owever, vs Colombion stamp taxc s go, the tvux is fairly productive 

of revenue and is reasonably easy to pay and collect. Revenues from the 

20 centavo tax (on chechs only) were P 13.9 mi:llion in 1966 und P I.5 
103 

li].!ion in :19Y. 

For no; cy transfers olhar than chccks the stanp tax sioxiltd be 

repenled on grounds of the mi niscule rewv-ues it brings in (P '(0 thou.;wC 

in 1.967). 

D. Stniap rTexcs 'ltit Should le Retained but 
P!,necd on a Fee havis, 

The guing princeilly {o.cdt s b, foi:'. for return of stmp 

taes afTecting a nunbc, uf .;cy.-,,ccs p.forr: by the t.,overnmcrnt for 

indiviirtl Iix:),rs of the public is that th t:unes ,n such should bc 

abolished and chrges Me'3e on a cost.-of-- cvvice bnus. a. If this were 

done, the use of ,ntnp \oul.c bn mrc:'.i1uou5. '.i,oAl?Y nrxrOmiynt for 

103l. 1s1i(2b :: iicd on (o;ta suppli,%d by the CMiirAW Bank on reportud chucs 

paid in thu eountry for c:a:h yea. 

10!. Ordincrt"y, :igeo fur':: sr' '.' should nn be 3c on a. cov - 

servi.e Mn.S ACM . 2T'q,,n ' c.,, c;. e.X rcd.Syi.ributionna. in tcnt ir 

oInvld A: W rc"w,= of theiV . . ,,pub.iv:.c: Cud.C, culcaxe pr-ovidc 

Vor 006M.aa NuLou.i 
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retention of the Stwp requiretc.t is "h2t failure "Lo d, oo wo-utd invite 

Wholec-le pocketing of receip:;t: by thos.e public enpJl.o.es collecting fees 

for renleving the (,ovorivlent ce.rvices ip qu',tion. This arga~ent zi3 

laruc y inwl:rtd. Gii .rwO !c., cwcrs collected stampsrmgea can Ie vithout 


except in those limiteI e ,se a]iye a stucp must be fii..ed in order to
 

attest to the vQ!i(ity of c.',in cert;ificates or documents (suvh an
 

those thut expire on a periodie husli i),.uft ,15sho!,<t. public o!;ployees con 

a.ways perior a service ond pocket the foe Ahen stv,.ls a-e uscd if the 

payor does not deunld a stamp ench time. CArtainly the affixinr:h of Stalmps 

does not (as upper-eceloii tvx oificia.y will Vouch) C-unr.ntee honest 

fiscl. ali inistriraion, and the requirewent bullds i,fl.exI.bility into 

charges in the ce of ehanrqo .incost A[ Br::-ice. 

Sona of' the i M. tNa bel.o., invol vc re.ln ,s, ,'ivitiJe of the 

govrMLMt some 'rpMWayiil govea-. t. issu,*en of or Vid.,ation of various 

documonth uns cO ..t:V:ie:.t<-, '.:;h. I: otheas., o..restc.:a.4b, e survices ren

dered by go,;vernm,nt t::ncien to benefit :.i' pc O,,. . is eucr.,T 

the pricing prinnip].w for the e.' nd ch,-rges,. ouhlJ i-cd below znaiJld be 

based on.tY Lfi , eca:.ts of proy:Vii±; the si-ivi es, ii}ough in te case of 

certwi e orrc- te:r nal,.e 12.ght,rvices 
 of a non e,.[ cr.hoon moi even 

be given to a Ample for of :,ne disc9.',.wA;.on in .'or of low oiCeo!i 

persons, or i.h,2er thio A. not di:.lst.ant5y\*eC): fAeW;i,~c chqres set below 

costs. 1o attenn , hsr. bocon m n to eu.mJlc:,. npoil >':1 t.ccevel of chnger; 

or fees f'or each act:,iv-i.ty, u; t.i, n:ould be Aan si.i.b.,an 'W.,k in the Maort 

timie n,ailtble to t e.c:W',u af.n t]iough coin ten.totivw uuggension.s 

http:act:,iv-i.ty
http:enpJl.o.es
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are :indicated in ce rl.in cmse,. 

Not,..thstadi n tho lack o. h r conccrni': the eytent tor, evidence 

ie for tho.e activ.cW fatlln thrtwhich the present rtHhp duties N.OW 


of theof that r.cqc'ire to acoer costs o servic., it in cl.ear that roaie 

be rcv:.sed up;oa.d considerably thereby con ,rtin.g thcm into 
chargea cou.d 

';orce oi' gancro) goVe.].nt rev uc. 
more PV0','uctive tr'- quitablo 

onc oz-.en categories of
As 	WndcRed by TaL'ue 6 belo: no ].cs; thu, 

,y'L;p duties colcd be fo..iby l tored to a cost--of-,service basis.
existing 

e;,,,Lructi.on of n 
105. 	An c-xcecnl1ct (and pcm::e.p) "hn only) guide "tothe 

types of servcesebruratio-,iri. £~ !~'iCof feet flni ChsYo(! or vL'~c)f 

moy 	be Pound in Ali ce:. Jhn VUnC Cw)romw!.'In,rendu..c bw roveh1nC:!Ii vgecs 
.,d P-roposa;ls fort': ]'rincip.es, v'itfc.1"Brei'orm o;'o n ., Ice M 'ucoi, 


17 	, l .. r 196 4 ) p , h02
09.'., " ]r.a-i. '.1',.. ToIo ln, V,I.
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o- irar 
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C-fua, cza2.' ifiib,acc t- uS 
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nz -carmons of a caltxs Tiey are also recjluim-ed f'r Other. 

o.1 to. t:tt~cte broad, -_d are iEse-f2 on2.y 
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]. Other 1,%tr.xi,. , 

Final'IV, ther .re a nwi)or of stm'p duties that are essentially taxes 

1ut hiMh ] m rit on other grounds raid which ther'efore should be re

t•idcd in mndif:[e, form (though not neecusarily by the central government). 

Moee in~clud~e; 

(1) T'ave:1,ax]. 
106 

Under the p.oposo! out].ined n a prvious section of this chnpter 

the P 500 t'-avel stvm tax wou).d be reta:ined as purt of a new travel tax. 

Ihis is the only ca..o .hre the requirena nt that stamps as such must be 

purcl2-ne (i :hould b conti.nued. 

(2) Aut oLotive s"ip "row(:ttes 

The 	 rpres-nt tux varies vith vehie. age, and rates range froom 

109 
Uner the prop;O,1s for refIorm of automotiveP 25 to P 80 per mc;th. 


ta.ation, it has bca recomm';ended in unoth:r"chapter tRht this ta: be ex
103
 

.- 1Aien depar.cnln. goveinments,tensiveay modific." d to the 

Th:i:-; is tie oiYy instwicc itn which the aoLi ion o:f a stAm tax would 

rvenuc loos for the ceut:a. gov--7n;lt s1oud theluad to a signiewrt 

right Co ta: cutoL'bite ou:nership be made the exclusive propr.'ty of the 

W . on:ly bee n 	 iu L'Xi ;tencc s.nec Inte 1966 andCLOeP,:..v."O'. 109 TOtx 

107. '.l'ie '- imp eos o:Lloonwi n,; b.-s. s*i; o 
(a) vohic:i.cs 	 oye,:-ol,!' .c>-2. y n 1 . -5.l : P ",5 pr :1it}i 

W) veicles of oW ;years 359: ]P 55 Pr n.on'th
 
(c:) vehi &LCe o: W.:LM , 'Rjo 15 (-3'. ". 0 Per WI
 

(1') Wv:ic:le" c: Wel:L WON P 80 Montl.i'
yCU1, ({- Ii per 

fw z , . '',O Ln"iva .':;r;:o,M " C.S:<,-X) u tio~n , 

l)C(LI0?. cy t.A opinu IV~ in Us 6app-kma~:;nts voa becat itcru-~ 

low W, AV (d OF "veueC .G to the WNWtiO]
" in it, ;. ;'V. 

http:vohic:i.cs
http:1,%tr.xi


becai affc:tivc inr 1967 (;xcept in A~lyiua, whwa official iavo~ rofusedWi 

to co:llect the Law:) .. PV00 fo 19' vcr 1P 5).j a.rnd cre cobius~ted at 

P 65.0 for 168. 

110(3) 


(ahice&LOO to n) .1 OWUi D n~nMctTr Ond eqnsu 

Me~ ]U esnt tux in; P 500 fo ~it& license, P 200WW f'or 1'enewcnla; 

ThiS jOVYr WjOU:Ilibe WHOW;(~ 00 h tO rOWS(:i2 5W22U ntof control overU306MM 

traffi.c in *Lhc.ce i1.u1s. 1covcr., it wnru.ld Qc Ymicf nimpJ.a just to sell the 

license ce(rtiate rcne~'~aCLs, rcisy:cI.h ly andibadk;C~~~'t for P' 50nnd P' 200 


Wp=R vi Wh~ staupa.
M.th 

(W) MJcense:n to uu.1 in ptWb 3c ircatsna* -.pla un: 

i'he pymset :I;Ly (J P~ 200 shooi beO rptinol M''' mor s:C2'a~trictly 

eniforcd in op to~' more £!c* ('1 .'l y M'.:?on the: nv'~eyc o f I:,. ons . ) 8bl 

to Mce uPW 2Wanv~c.: k conrt"; (A 'NA rN .1 huun1~ ouli b f~or Caal. 

(&:)-Pyitvj:~ to cprvy icrt
 

'rhe exis~ting~c P 30 tax light Q~. increased3Q t~o F P5 o~rP 50 a
 

further ekman~xt of cont~rol: in the use of~ f'i rcvwns

for ruerJl Mol~d, i.n tho. Mnbace nP ly.:Cj ivs~ Zi ntoing the chanC;.31 

1'Thwul. at p21 C'; h~Ilzs as Dan us W jp.LC1Cvu.iirP coo no201iMen: &~: to 

310. All Qvo; t2'yo; xO Hu tih: At:L, f 1i>~.2Uii ;comlJd uyll 
bVov iu i q:a ap' 4 A n 1 w .C'.Y,2.cq wY ~n o~2ai~v a 2 O~*: a :( 

http:chanC;.31
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(b) Havi rnwio orcr3:ts 

%heiprenent btuwp tax duty uf P 5 on i~ ~nt~iih~ be ai.;ec 

to P 50 K~ P~ 100. A inercni.:Athis ~Ivyv cppenro *jttifi nble since 

the WAY.2 \Iiihw w~ : th Hi2 vmsble~ narvien W plying v'ar'ious ver.: 

anld hLQ'1lnr5 (IbtLCys, WIa. ±A oi..I,, r, hank: Arb1ts, eta.). 

(ai) Petrolo - P 2,OO0) 

(a) Othcr. Aninsr- P 200O
 

(dr) T'ore:t crhts (ove 5'~ hun ~res) P
00 c - 500) 

(e ) .ter 2K j1i - P I pur JMic per uceond for wa.Ler uso 

This w~ t r br iu inthair p 'o.;t Uihoughof yw ti1C r'c ii. form.lt 

by.~i WIC 221(5 ) 1 J"Part in~ ow ofX~ WaveCe 

trvelers.' a Co.'2Iidot2bion b, gie inacreasin1fg this~n1.owuncon, Kah C1: to'r 

tax: to .101, in2 n1rdcr to f'iar,,,pcri o1w2 of' the.: Wn wbJ ainetiv~ for 

(6) shp' w2c 

Uj;~~l 2~3' t in C siptP1; . ran1g,''.PV1 tuxy. \Vi2;.. (wcn u'infto g BtMt 

-W
from: P Qi joy sb1:ps; Wo. 45 rat. Lunt~ up toc' '''x inu f V :1.50 Or shp' 

over' W.0OOD~ tons. Vzi. W! LP.xw ,,~ 1 nnrre.~ntn rtAe~s':.c:2U .2a(B to 
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C., Rcvenve Lo;';: eo 

Any c imzie of the net revenue effects of the sct of propo ..o re

garding th a stt" ip duti-es must of necessity be quite crude in natirc. R[ow

ever, a ough dcu conr be gained by exa:mining the c,.-elst..e . that 

would hz'xo rerIulted 1r& the reeomiendaUonu been in : ie19G6 and 1967. 

The ce1IuLa'be loss (he losses that can be anecrtLu'cW by aWhdiny up the 

loineu fro'l abo.)ijhing taxes for uhih rea.;oo ab].e ievenuu e.nti'tes exiLt) 

'ould hove been P )z5 Y):ill.ion in 1966 and P 110. million in 196T if the auto

nobile tax had been ceded to the departments. If the ontomobi.c vtai1p tax 

had not b:ee cc cadcd to the deparhents, calnuJ.aIe low;so: c,uJdha.e bec.n 

P 45 Mi±.iJ in 1:966 (the automobile stan ta was not :.n effect Lhcn) 

arid P 59 m.lli.on in 1967. 

No reuldivtic e1tinte of the .971 not rcy'2nue louc to even Y,',toly 

possible. hwever, assuming that some inereazsem: in ic'a;e5 for .:O.e 

tMail .. e: converted to a fee basis and tCe;sc reiziuing :1l tv*'-(c . Cmre 

possible, it .ccms :'catnsonable to place the 197. revenue l.ve ot .tiwen 

P 100 Onh P 150 mill:ion. 

http:m.lli.on


iZstimc~t.Se of Potcni;.i!l Rctril SoIc TY, 

,iEknt, en I,o.ebt AmS.!iJi." e, 1966Revenuen -for the 

retai]In order to esti ,ute potentia.l revenues1 Awn.a municipal 

sales ta of the type discusoed in Sr.e,'.on C oi (,.aei;ur .__, it, is neces

sary to have srome idea of the ,,gnit',. of t,..' bace v'ctc.iX .i' i 

th 3oyir,1 C.3t.m t,, ar,,m:.. S3uc
the urnicipalit:ie" tht ,oUd be ethe 

1960 for the eig htcen 'Wnu"3z n.oicilalit.ies only.
available for the year 1 

Staitishica]. Iur-c.au) and
Tijs study was sponsored by 	 DPAM (Thn National 

reason bJiy ).-AiQbc Th formationn of rny 1t:rI
constitutes the only recent 

concerning retail sales. 

In ovacp to deriv. Edi-i esntiate of rata:I.. aes for 1966, it was 

some~ rather crudocauumtio2; urdA 2 it 
necazsary to eiznpboj 

.te a,;in ecch .uipuli'y gro,wt.athe ,ame
aluty-d that reiLail salcj 

orn. The ute of 'h.i s isxq
gross donestic product over 	the periodl. in nu.rx.i 

th.ne 
tion is 	 likely to undersvtte the true grov.'th of 5eu , sales d.inj 

for at Ic,.st t:.-ee rCeono..perioa 

itself 1h,;. , i' oal~-.,Le0-J3 drnv ,. ore-


I ) 'l~ic 1):.-ocuss of' AIveloppent 

and more of ih-e population into t,! i,.ne.), c-:onc'1 Y. 

iu MIM tworL1&WviP]eA Meadef Wa.2) Inceasing urc.'j ~Li~n 

thl : QCfi.. o." to.d1l suln: t rtnil 
qu.te likely incryaed prc shucr of 

thu rcut of the nation"ities 

M,: y t~utat'hlu PUMU,'.-S "thu'[ VOW be W:;Ol'por"A.s( A: the: "bOiHO 
the prin.i.pal c- v-is 

3) 

c.c ) \r>eC not ,cl'dd ini the 
of the tax: (bea.9uty par=.o' ':y..,' 


OUPSUI~
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Therefore totn esr:toy'ed reO sa.es. for 1966 in the iargat 

cities (e3pecially the four largest) are probably vubatantal.ly inferior to 

actual retail ,ulu.s for these e.tic.n in 19566 

Thc average ,reVlual rate of a.nu.. :,'n.'y GUP g 'olth fol, the period 

19p60-966 was a!pproxjivtey 17.h5. There."o:'e .icf rMtA. sales gvevr at the 

same rate, retail sa.es in 1966 .hou)cd have beer 2.6.25 ti.rmes thief value 

in 1960. If ".ro eau r:+uiej t.hat r.tai. sp,.ea in each mnI'.cipality (rew at 

the sone rate as the national vare, ve =rn ca].culLtc estimated 1966 

retail sa.es for each of the four large cities tnd for the rest of the 

nation as well. Then, applying a 2Y rate to "T eb.e ietail salcr, we may 

derive potential 1966 revenues Por the ret,,.il tar, had it exited then. It 

should be noted that we nre dehling only vith ta..-b].e rota 1 snles, (Retai l 

in rir neelei- the .--041 s;tudy rerc cluar::' cco:.in ig ito ty.:s of 

products :soldFoor WILu veto oubtrccte? .' agret>0 1P60 r.l1 ,'&I 

reportcd 1), .DA'?I" fo'r ce i.:(. .l'cy :." 

Ta.le A-. i;u:i.:j,:.iLe the rv.sults for t*c h . pr.p.,1 municialit.ies, 

TiALLE A-I 

Hypotht-eW 2.9;66 .. t.i Woo ux.. Iue.i ]..rr.oqui .a, Eata,
Cai~i and. No dellin,e, Actual ' Indust'y und Co mnre,, Tu~x Collections, 1966. 

(m~?iions of pvcs ) 

FLi t WON WO ] t..vWim.'b].la b~yp.ochetticl AMt!. indus try! rI . u: J '.: b "., i. :t L. A t,aCl fl.... 7S: > c R,.,t,' ,%'.: : re 

.. . . . . -............ 

1966 

... ....... ... .. .. 

W 

... . . . 

.es...j 

............-- -. .---

Tax ]-,cc:;
hu s. n a 

-. .-. -. -. 

Collecti ons-
Ps1 966 

.a3rrunxqil
B]ogot a 

lr. 433.0
2,07''0,50 

1.132,6
QW!l .,)f 22.7 

1.0,5. 3" ' 13.6
28.7° 

Cali 655,o :I. ilh. 1 31.3 10.9 
Medellin: 62. ""o l,6),6 7 329 36. 

t,<., 01 6! , 7377.9 W3.. 

http:im.'b].la
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F1or all Of the 18 111UCoSt n1niciplitics thf? fOItlOWing, p~iCtUl

emerges,_ a sum:-iti,,.ed in Table A- 2. 

TA13 12 A-2 

hypothetical Retaile S&Jles Tax Revenues for the 18 .aer,t ...
 
Mtuicip0tlities in 19-6 ad Actual Industry m)id Comerce Tax
 
Col c ct iornii, > ,1966'.
 

(millions ofc-esos) 

18 Largest Cities; 18 Lw,get Cities; 18 Largest Cities; Actual Industry 
Estimated ax:abl.e Projected Taxable 11T othetical-fexld . .Co,',nrce Tax.... 
Retail Sales 1960 Betai); Soles 1966 tail Sales Taz Collections, 1.966 

Revenues Assuming (a-11 miunicipali
. -. - ..... • ...... ..... 2% Rate 1966 . ties) 

4,892.9 3.21795 255.9 i46.o 

Even i f c expli(itly r co ni the rather obvinus lin.ttofs. of e.ch. 

of the revenrre estimates, it is clera, that the revenues that would rise 

from the propo.ed retail. .tax .ould cesily exceed those of the prewn 

- LrpUesto dev Tn.utria vcno ,-;mreio, even if rates for th2 now Lax wee as 3ow 

a 25 . If oaything, each of the yeld estimates most likel.y gro sSly 

lunderstate the actual ruvenue potential of the tax. However- no allowa co 

has been made for potenti C[ tax eVsion.-

S3ince a hili premium hs been placed upon insurini, that, th- substltu

tion of a new form of t=x for the LfJt;,.n(; industry rand rm.iourc tax will 

not result in subr)tant.il .lossesof revenue '01' tChe muCnicipalities, alterna ..

tive crproAees to the estimation of the potential revelnues ,'rom a rt ,l 

, mac vrrthwhlJo -a a check cgriinrl, hh cth c.lations above.taX bc 

Two qu1i'e criude indiepc dlnt, est5nmu.0;o werc- vdertrideii for this pur--, 

pose. One app)it to .. ",Liotr1cr1to the nation n.1 a whole. 

http:subr)tant.il
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The cstimatc for Bogota emp)oyed a samplo of te .0large non-food 

retail vendor. that ma-e their income tax declarations in 1Bogota. For each 

~rms~-rporte dfigureBfor- gross-i vale s- were- extractd fro,-i-hei-r-----

- ... returns ior 1966. Unfortunate:Y,it was not possible-, to obtainincom ta... 

cEta fori other large firm= having branches and solli n g in Bogota but filing 

incom tazwdeclarations in other cities. 

If we uLske the asswnption thtit the nationwide firrma that- declared in 

Bogota mirift 50%, of their gross sailes. in Bogotu (this dooes not appear to 

be groasly unreasonable, since Bogota is responoible for around 50% of all 

econlomic activity, tax collections etc. ) wre may obtf!in a firgure of gross 

ectimated sales of these 10 largest firm of 1 112.5 Inillion i Bgo3 t 

ailone. Hada 2% retail tax existed in Bogota in 1966, revenues from these 

.0 firmri aloric ould have been P 8.3 million for Bogota. Actzal revenues 

oolleced from neay?0,000 Virns coveoed br2. the ijnduot.y qnd courerce, 

taz:? were P8 million, for that year. Therefore the collection pcten l sl 

f'or a hypotLwtical P2" retail. sales tax leviedt onJl,) upon 10 firos would have 

been about. O.30' of the actiialy industry and commerce ta, -yield. 

An altornative, but equally crude approach, may bo employed. to 

estimate patentira-retail sales taxc revenues for the nation as a whol e in 

1966. si cstiu-j~aterl that the base of the present nLtionti. stial1es tax was 

abott 25o/1 of' gross dom{twic product in reccin yecus. 2 1-c empticin stnuc

1. P1u the filing-,, in other cites a'e quite largerfoUt firms f:veral 
rettil ntriuSsuch as Tluia, TLoy, Carvaju). Coaravann. The firm Ley is 
the largeFt ),-.tai). distributor in Colombin. 

P, Jonathan- Levin, "Phe. EC1ectri of' JPconornic Diovciopicrit oat,te 11atic of, a** 
.als Thx: A CauIc. StU'y of Colombia, It JIT t al oCnetnxv Pu,.nd StaffC. 

PL5per c'1966, p 57. 
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,FF*F ' ' :'. N '' 4r ,FN. . .. . . .
) ::i_ ::i: !- _ of. :and :because the iretafil wo"uld)::,Because:of tbe; inhlUsion fiiservices, tao . 

• ... inc.ud! :wholeoale and rctaimargins "(wheroas thle existing Jtaxgenerally- : 

d=3not, airl cOnoeratiVe, to ,nsume t.hat th~et qpeqs Nafe,: even 

base of the municipal retail salen tax would be at least MY%of GDP. .' 

Assumilng that th.is percentage relation h01lan for the ycars 1966 thrufu§ : 
F.,. F, ....F .F . . nit F , m F. F. c o Fu, 

, -. "" an6 the '.. .":1968" we way obtain,' gaven figures .for GDP ....proposed 'retail. tax rate, :•: 

a very roq1h idea ofJ the potential r"evcnue from a Meail :tax' imposed On.!: 

~nation'inde bauie f or these yenars, ae calcu~ntions ,ero sumtiarized in 

"~ ~ ~ ~" _r uf'etser al.llin.! for l'at,¢ of- evasion Or the !eta!!. taw u~orshMab 

to those:for, the national sales ta (5, an cosdrn tht hePr'e 
Doothe ex68 967nntina saYes taDP butroSpe ~n Nu~oncWTONISet o Wonu 

:. ,•. •etvail tw:. vould likely be levied only in cities w:ith more than 100,000• : 

ofcsg oth in cuioGDP.s oone ndbcueth ealta oi 

rot:it eleal" that the: :, from .Abe proposedto.. asui :iinhabitants..,do-e0I_ it i, ae,_revenuesve conserative taxthat.:.woul[d Moro !::-: , appe u)sfairly the•:! 

' Re" : Estin:ttes• of Potena t' naLvenuos-from a 21 Municips ,tail Tax :oil .. 
_Mis: , a: C(omparicon . Actual -ndu_ ., 1XPfL. e ":.. : ' : Nationv....dc . and w ith try. d ,e .-

S . Collect i.un ,!9 66 01968 (ii .. un of pe.oros en pr-c: 

.... .. , -?Gros- Do....7tp ae eta .Il Sal~s. PoejmO eul..ndostry m t:. 

~~~uicUt. of th Pocent oft- '" "d .RewveIuo) (2% of. icollecton 

...- : - : . GDP .c : : : : oli.ud 3) . : . !. . 

bn.: ,• t ,.neral.. ei •mao in (wheron te .a.eV'CdUwoi ldt .ci retai t 


