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Presented by:
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Date: Ist February
every year (since 2017).

recent years).
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Lok Sabha,
Parliament
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The Laffer Curve states that if tax rates are increased above a certain level, then
tax revenues can actualy fall because higher tax rates discourage people from working.

REVENUE MAXIMISING POINT Why revenue falls
at high tax rates:

+ Tdx evasion and
avoidance

+ Reduced werk effort
and investment

+ Shift to informal

economy

TAX RATE

The importance of the
theary is that it
provides economic
justification for the
politicaly popular poiicy
of Cutting tax rates.
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