Preface

The National Institute of Public Finance and Policy is an
autonomous, non-profit organisation whose major functions are
to carry out research, do consultancy work and undertake
training in the area of public finance and policy. In addition to
carrying out on its own research studies on subjects that are
considered to be important from the national point of view in
terms of policy formulation, the Institute also undertakes
research projects on subjects of public interest, sponsored by
member governments and other institutions.

The choice of an appropriate tax policy as stimulus to some
activities involves value judgements and issues that are complex
and wide-ranging. The present study evaluates the alternative
schemes of subsidy as stimulus to charitable contributions such
as direct subsidy (block grant), scheme of deductions under the
income tax law and schemes of tax credit for charitable con-
tributions. It emphasises the empirical effects of the alternative
tax treatments of charitable contributions. The study shows that
the scheme of deductions for charitable contributions has led to
a substantial increase in the charitable contributions by the
companies. It is hoped that the findings of this study would
provide a useful empirical foundation for future policy discus-
sions in this area.

The study was sponsored by the Institute itself. It was con-
ducted by Pawan K. Aggarwal under my guidance. The report
was also drafted by Pawan K. Aggarwal. Research assistance
was provided by Vijay Khari and Sonica Jethwaney. The data
were processed on the NIPFP computer with the heip of
K.K. Atri and A.K. Halen.
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The Governing Body of the Institute does not take responsi-
bility for any of the views expressed by the authors in the
studies brought out by the Institute. The responsibility for the
views expressed rests with the Director and the staff and more
particularly with the author of the Report.
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