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corporate entity for tax purposes, Whether the corporation’s profits
are retained by the corporation or paid out to shareholders, they
would be imputed to the shareholders and taxed directly to them. In
short, the sharehoider's individual income tax rate would be applied to
his aliquot share of the corporation’s profits in the year which the
profits were earned. If profits retained by the corporation but already
taxed to the sharsholders as eamed are later distributed physically to
the shareholders, no additional income tax would be due from the
shareholders™34,
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*Confusion between nominal and real incidence is particulary common
in the case of the corporation incomae tax. There is no doubt that this
tax is borne by persons, not by institutions that file the tax returns

and send in the checks. But thera is doubt and controversy about
how the corporation income tax affects the burdens on individuals in
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*There is N0 more controversial issue In taxation than the question
who bears the corporation income tax? On this question, both
economists and businessmen differ among themselves. Unfortunataly
economics has not yet provided & scientific basis for accepting or
rejecting one side or other™%,
s by onn D R0 PR M2°031 IR R MITIIN AN o7hy wR
DRI DA APInT-bYa ArIan-bya be b arwenn by on wrTD TARnn
an a0 TOY I 01T 9% R TIT2Y W IRTZNN NIWPH NIYIRK M P01
XOYw Y72 uR LOPYIR-NRIT OMTE Yy 0Bt nbvn 2py meant T v
nIMan M Sbaa Xena K17 000 DR obene oy man v ek mpsin neRa
T-0N K37 NRARA-RYIY PIRND MR T, Aman kES Ldncidence) NPNT
ATPR RTD P NRERYEA APR N ATV U0 A BT 2 TY v pmbne
LB NPIMTE TN YN IMTPN N 1207 TYUEIm N3 XY KPR Y
TR 5PYTE IR RSWA D MepT 1t Mo NI XDY

mEM YTMN M 3

RY2 ' wapsmnn 2 Pren(x)

Rbn 3w ST oroninn oI 00T oRp
(The Conduit Theory) M3 NHNKRN .1
MW TN, ManT-Yya? TIRNA P2 RYa roby iy g mrwen wb

Bradford, Untangling The Income Taz (Harvard University Press, 19086) 136. .44

ma»p Pechman, Federal Taz FPolicy, (The Brookings Institution, 1987) 141-142 .44
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Exposion of the Harberger Model, I - Tax Incidence” 28 Nat. T. J, (1975) 195;
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*Those who take an opposing position("T X ;TS NIR NP1 No* 3
befieva that the Integration approach rests on an unrealistic view of
the corporation. The large, widely held corporation — which accounts
for the great bulk of corporation tax revenue is not a mere conduit
for personal income. It is a legal entity with an exits own, a powerful
factor in economic and social decision making, operated by a profes-
sional management subject to little control by the individual sharehold-
er. From this it is concluded that, being a separate entity, the cor-
porstion also has a separate taxable capacity which is properly sub-
ject to a separate and absolute tax™4,
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Douglas & Gann, Corporate Tazation, (Weet Publishing Co., Minesota, 3rd ed.,
1089) 64; Stigliz, “Taxation, Corporation Financial Policy and the Cost of Capi-
tal” J. Pub Econ., {1973) 321; King, “Taxation, Corporate Financial Policy and
the Cost of Capital - A Comment” J. Pub. Econ, (1975) 271.
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of the Corporation — A Legal Analyns (Boston & Toronto, 1978) 318.
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Why do we have a separate corporate income tax? The Supreme
Court upheld the corporate income tax as constitutional on the basis
that it was a franchise tax on the privilege of doing business in the
corporate form. Thus, the tax can be viewed as imposed on the cor-
poration bacause of the special privileges and benefits it receives
under state lawS8,
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