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Table 7.1. A simple supply chain with 20% VAT

VAT charged VAT reclaimed Net VAT

on sales on input liability
purchases

Analysis of transactions
Sale from firm A to firm B for £100* £20 £20 £0
Sale from firm B to firm C for £300° £60 £60 £0
Sale from firm C to consumer for £500* £100 £0 £100
Analysis of firms
Firm A £20 £0 £20
Firm B £60 £20 £40
Firm C £100 £60 £40

* Price excluding VAT, which is shown separately in the next column.

HFR © James Mirrlees, et al., Tax by Design: the Mirrlees Review, at 169 .
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Table 8.2. Cash-flow and TCA approaches with a 20% tax rate and an 8% ‘pure’
interest rate

Deposit (5% interest rate) Loan (15% interest rate) Overall

(1) (2) (3) (4) (5) (6) (7) (8) 9)
Cash VAT TCA Cash VAT TCA Cash VAT TCA

inflow inflow inflow
Year 1 £1,000 £200 - (£500) (£100) - £500 £100 -
Year 2 (£50) (£10) £6 £75 £15 £7 £25 £5 £13
Year 3 (£1,050) (£210) £6 £575 £115 £7 (£475) (£95) £13

Present value  £53.50 £10.70 £10.70 £62.41 £12.48 £12.48 £11591 £23.18 £23.18

Notes: Negative numbers in parentheses. Present value = Year 1 value + (Year 2 value / 1.08) + (Year 3
value / 1.08%).

HiFR © James Mirrlees, et al., Tax by Design: the Mirrlees Review, at 206.
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> EAREEEROBENITDOWTDOAB ARRE

VATANOEEBRDEA
For business use For residential or other
(including rental) nonbusiness use
Output tax Input credit ~ Output tax Input credit
Sale of land Yes Yes Yes Deferral
Sale of improve’s Yes Yes Yes Deferral
Rental - land or Yes Yes Yes No
improvements

HIFR © Alan Schenk & Oliver Oldman, Value Added Tax (Cambridge, 2007) at 430.
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FIGURE 2-1
Four Ways 1o Tax CONSUMPTION

«—— $100 payment

Firm A [ Fi
— | Machine —— irm B
$40
wage
Labor
Labor fvzcg)e Consumer

goods
$60 payment l

Smith

$150 TOTAL CONSUMPTION

Retail Sales Tax: B $150
VAT: A $100, B $50

Flat Tax/X Tax: A $30, B $10, Jones $70, Smith $40
PET: Jones $90, Smith $60

Source: Example drawn from Viard (2011a).

PR : Robert Carroll & Alan D. Viard, Progressive Consumption Taxation (AEl, 2012) at 23.
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