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THE INVESTMENT FUNDS SYSTEM RECONSIDERED 

1 I ntroduction 

Over the 

liz 

most 

tal ng various 

the 

y l ized scheme is 

(IF), set up as a com­

or l nd the IF 

use 

firms to reserve 

investments 

sions. In 

s 

tax. 

was to 

years and 

reces-

1955, hut were not relea until 1958. S 

end the 1960's, 

more f ly. In 

lOt S to st late 

meant firms use IF 

nuous for new investments. 

Investments nf 

ment funds recei ve a 

e to 

ation. 

leases stment 

releases 

l 

use of free 

to concl 

l cause a 

ion in cost of l 

ment to invest 1. In a recent article 

a 

compar­

i-

re-

re-

<1984 s "convent 

1 See e e Pra 
ström (1982), and 

1978) , 
lor (1982). 

s (1979), 
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IF-

certain aus e of 

funds may ln on 

a firm's l incentive to invest. 1 

core of this "new view n is that 

firm an upper limit on 

ment funds during a release per is 

set amount money "allocated" 

to its own not 

limit is 

"f " 

prec 

first 

ive 

precise 

ment 

l 

through IF 

to resort to the use of 

allowances. 

purpose s paper is 

reasoning of and 

an icit z 

to investment funds 

e 

When s 

cannot be 

f 

ar 

to 

more 

r argu-

the 

tax 

restricts the annual allocation to a max of 50 

ic ) per cent of ta e A c l 

as earlier is "repre-

sentat firm" allocate s maximum propor-

tian of profits to s year. 

though such d ze 

r l s many i firms 

was first 1-
(1983). 



in fact 

cat 
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not pursue a pol maximum IF-allo-

main purpose s paper, is to 

the firm 

low 

alloca­

ana e the of 

is constra in its 

maximum amounts all tax law. 

t assumes tax 

s books must not be 

low annual d firm. 

main conclusion of paper is con-

ventionai and ial) IF-

res some rather special assumptions. During 

per when funds are rel 

tative" firm must able to f 

current 

time in 

approx 

investment from s IF 

it will not exhaust 

future. Only 

ly lent to 

"represen­

all of 

and it must also 

own fund at any 

Il IF-releases be 

use free 

ciation for 

conclusion 

firm 

marginal stments. is general 

not critically on 

s max allocat to IF or 

not. 

se as are not fulfill the 

a release is much reduced. 

precise s case wi l on 

firm is able to allocate as or not 

money to its IF as tax rules. If 

maximum allocations are 

marg l investment will 

rules of tax iation, rather 

If instead firm is constra 

l of 

ar 

IF­

its 
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allocations low the legal maximum, an i-

tional investment project Il not affect total 

tax of firm. l 

marginal investment will be ete y 

the s tax 

2 The General Model 

s on 

to may convenient in 

terms s on 

consider a model in which 

l. We 

is no uncerta 

in wh firm's 

Its ective is 

is 

to 

max ze the 

flows. We 

little 

diseounted value of future 

taxes, 

on the ems eons 

terms of five 

anee rate 

tax 

tax rate 

fiseal 

, 
may 

y, T s' h 

y 

iat 

z in 

f and b. T is s 
ng 1-

ion h of 

replaeement val ue 

aga e 

profits. to its net of fiscal 

is 

firm "allocates" an 

from tax, 

lent amount 

f must 

(appearing as an 

obtain this tax 

on 

ion, 

tion interest 

it a fraction b of 

at the Central 

alloea­

le 
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1 t al oeation 1 may be 

any purpose ) . 

stment firms are When 

all from 

are relea 

Central s 

b eost 

to be "finaneed" fund 

release. As an offset to s, , firms lose 

l to fiseal ion, 

s nf " I 

are eons to be ly wr off tax 

purposes. 

Let value of firm 

v = De 
o 

D 

(eonstant) nominal 

flow 

tax 

s notation, time 

r is f , s 

seount rate.To 

are 

the foll 

ze its va 

first are 

The f irm' s objeet is to 

max eet to severa eonstra s. 

t firm's 

l 

I - K 

c ::: - ye - R 

ions 

l 

ly. 

I is gross investment, 

economie lar fiscal 

is 

equals yC. 

at 

accounting 

l 

l 

u-

aecount 

( 2 ) 

is rate 

lance rate y, 

is 
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fiscal iation 

"release" investment , R. 

D = 

firm's cash flow ident is: 

PF ( K , L) - wL - T s { PF-wL -

I - + bR 

tax Il is the tax rate T s t 

" PF - wL, 

stock, fiscal 

.. to the 

less 

iation 

, B. In 

the current 

- yC -B 

( 4 ) 

if 

"alloca-

with 

the IF-allocation, the firm is it 

bB with central Bank. Slarly, it 

from the Central Bank, amount R is "re-

leased" from s 

are two constraints on 

the firm may allocate to 

al , we assume 

annual allocation to f 

of 

iation: 

B ~ f.[PF-wL- C 

amount 

IF: first, 

tax 

of 

interest 

money 

and as 

l 

f net 

fisca 

5) 

constraint care of legal re-

rement in that pa out 

current or S 

IF-allocations not only tax accounting 

its, also book of t_he 

close connect in 

and book its) f s s may ly 

limit size of firm's IF-allocat 
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To 1 s constraint we D as 

i , we assume that year's to s 

must 

tax book prof 

out the same year's af ter 

• We 

B ~ PF - wL - - yC l-T 
S 

re 

D/l-T S is the amount 

to cover 

We re, 

ance to be 

IF ~ O 

The in the 

IF ::: B-R 

stment 

at all times 

's balance is 

on 

6) 

book its 

's bal-

(7) 

( 8 ) 

Is 

from 

are, finally two constra 

, stat firm cannot at any 

time wi thdraw funds 

vestment, and 

. Formally this 

R ~ PKI 

R ~ O 

firm ses I, L 

excess 

amount 

means 

B to 

(1) ject to equations ( 2 ) 

problem may be rewr as 

max 

to 

current in­

cannot be 

( 9 ) 

(lO) 

ze V 

(lO) • firm's 
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max V ::: 
-rt 

e [ I K)+~2(D-PF+WL+T PF­s 
o 

wL- C-B + + bB - bR) + 

+yC+R) 1 B-f· PF-wL -

C-
1 -T 
.L S 

) +]'3 

"\ 
'Tj 2' and are 1 ' 2' A 3' 1 ' 2 F 3 4 

t assoc 

stra 

first necessary an 

program are: 

D: 1 + \2 + ::: O 

I : -\ 1 + 0, 2 - 3 - J33 ::: O 

K: J, 1 ( +r) - \ 2 (I-T s) +'Tj 2) + 

+ ( -~ +111 f +11 2 - ~ == O s' . 1 

B: -\ 2 (T S + 111 + 112 - P2 ::: O 

1) 1 ( . (PF-wL- -yC) ::: O 

112 B-( C - O l-T s 

C: 3 (y+r) + y (-\ s + 'f} +"] 2) - 'i :::; O. 3 

R: "..,b + 3 + fl2 fl 4 O 
.t.. 

]'33 1) ::: O 

fl ::: O 

c 

<11 ) 

con-

l 

<12 ) 

<13 ) 

(14 

<15 ) 

<16 ) 

( 17> 
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I F: 13 1 + rfl 2 - 2:= O 

J3 1 IF := O 

(18 

i ing the se cond we can 

of IF- on the cost 

tal. 

3 The IF-system and the cost of capita l 

a 

In to ln a clear of comparison, 

we will start 

absence 

cost l in 

set all 

zero, 

of return 

optimal 

l-T 

-A 

-A 
3 = 

s=t 

S 

of ions (12)-<18) as 

(B, R, f,:s equal to 

I 

tax on real 

, i.e. (gross) cost 

~. rhT 
( +r- ) -

1 

-( +r)(s-t ds 

gross rate 

on 

l : 

<19 ) 
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3 is the 

from 

di 

iat 

va ue of tax 

allowanees, 

taken at balanee rate y. -J., l/PK is 

the "net eost of investment if , is, 

net eost to 

value. l For 

aequir an asset of 
T 

S 
y constant over time, (19) 

s ifies to: 

1 y+r 
:::: (--::--­

l-T 
S 

where n = 

r-n) - l-T 
S 

20) 

(20) s from expression 

for l eost on by 

ieitly 

l 

c 

2 

the rate 

rate 

fiseal 

al owanees are sa 

last term, 

ion l y, is 

to be aeeel 

spee 

t 

ease aeeelerated 

firms are all to 

ment for tax purposes. This 

as free or expens 

tax va are 

l form, the ieal 

free iat rate of fisea 

is 

eiat 

free 

ly large. l eost 

1 

is 

s term is used 
lerton (1984 • 

given 

instanee f K 

2 ef. King and lerton (1984), p xxx. 

ex-

A 

in 

and 



= r-n - l-T 
S 

that the 

thing to notice from 

its tax now lowers 

tal. 

by the 

free 

s is a well-known 

combination of interest 
1 

ng to convent l v 

( 21> 

ion (21) is 

is driven 

l and 

the IF-sys-

tem, fund releases are approximately lent to 

the use of free deprec s conventionai 

view is usually ained in the foll 

t 

only 

way: Because IF-allocations are free 

the 1 is 

intui-

tax, 

at 

tax rate T s. 

profits 

The allocation, 

amounts to ion f of profits, is 

1 See 
ton (1984). 
allows 

e K 
K&F show 

l 

nus 
deductible, as 

ciation 
to changes in 
terest rate. 

model. 

tax rate 
is usually 
cost of 

l 

investment is 
may as an 
firm . Södersten, 1982), 
cannot reasonably be 
portion I-TS of capital 
in (21) then gives 

PF'K1 = r(l-T s ) -

ler­
tax system 

i. . 
also 

equal 
come 

free 
l 

h=O. net 

on more than 
stock. Putting 

weIl know n 

pro­
h=l-T 

~ 



Of 

t " 

T s 

T* = 

When 

firms 

" at 

must be 

tax rate, 

a 

T (l-f 
S 

+ 

per erown of 

1 

l-b 

rate b, 

to Central 

whieh we 

average of 

it rate" b: 

are released 

Centra 

eons 

"net eost 

* 

ion (22) 

states the cost of l 

iat , only to the extent 

tax rate T S is from 

b) 

We are now 

IF-system. 

l 

t (l4) as 

= 

to analyze 

general express 

the IF- 18 

is proportion 

Bank. " 
by T*, is 

tax rate 

amount b, 

"f " 

investment" is 

l will be 

(22 

( 21) f which 

ca se free 

deposit rate b. 

the 

the eost 

ined from equa-

(23) 



T* = 

- \ :::: 1 
2 

p 
~K 

= - A 2 

(from 12) 
s 

(from ion 13). 

As Il be evident below, T* is the firm's n 

t tf tax rate, value of 

(2 

on 

ar we 

wil 

about work-

ings 

-"2 express 

all 

t 

O and 

fund all 

interesting 

value 

money to maximum alloca-

, -'112 :::: O 

o when " on 

is bi inge \2 has an l 

ion as the marg 

firm's market 

ting from an extra crown of 

Conversely T -A 2 lS nal val re-

or marginal 's q. -:\ 2 takes 

when firm allocates as 

to its IF a tax 

(Tj 2 :::: O) , less un max alloea-

tions are not 2 O) • We Il return to 

s -A 2 Section 3d low. 

As - Al / is net eost of stment. In 

s general case also on ), 2 on 3' 
whieh is net marg l gain to f from an 

IF-release. From (17) it is 

clear that J3~ :::: O when R < i.e. when 
.:J 

amount money rel from is less 
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current investment. The net cost of investment 

not only on or not the 

is a release also on 

released from the amount money actual 

firm's IF a release per lS 

flf " its current If R 

icient to 

the 

marginal 

to the rules ar fiscal iation, 

than 

It should 

s 

general 

clear 

the IF-

from se remarks 

on the cost of 

the 

l in 

cannot 

on 

be 

ent and in 

sections is 

future. 

precise as­

the firm is (at pres­

purpose following 

to six 

each a ication cost 

l. The regimes are 

or not the firm is constra 

z 

in its IF-alloca-

tions, or not is a release 

the amount re l 

a release is ient to 

"f "i ts current investments. It be 

po out, that regimes are 

purpose 

tion and that 

tween 

c) 

We start 

in 

clar 

ly, may be­

l 

ic ly general to allow 

is as firm now 

allocates as much of its pre-tax 
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to its IF as allowed tax 

means 'l] 2 (s) = O r all s and 

(2 

the funds are 

cost of 

ifies to 

PF' 
K = 

where 

-

is a we 

rate 

mul 

2<t> = 1. I ive 

released or not, the express 

l ( ion 23 above) 

" A 

+ r -
A. 

* 
T* 1 - T* 

average of 

Centra it rate 

s mul ier will 

. This 

ion 

sim-

(24) 

( 25 ) 

tax 

the 

the llowing analysis 

f that (written a ive s 

size 

ion (11) we 

) it is 

marg l gain from reasing in-

vestment allocation 

is f per crown of s is 
.. 

fl at rate b + ]3 2 f which is Central 

bank it rate ga from increas 

firm's IF. From ion (18) we 

(26) 

is the pr stock 

s. value of 2<t) 

]31(s 

funds at 

pends on entire future devel fund. 

)31 (s) is zero 

and J32(t) is 

I S lance is pos 

zero only in special and 
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extreme ca se firm 

future it will never 

increases in 

s 

s 

in 

Further 

of no 

value to firm. It is also clear from 

(26) sooner firm 

to 

maximum value of -P2<t) cannot be 

further assumptions, f but we shall 

return to 

three reg 

Table 1 

No release 

of 

s low. 

ts of analysis 

are summariz in 

s the net cost of 

, for special cases, 

cost 1. 

release 

R :::: 

1 

( 2 ) 

the first 

1 2. 

-Ål/PK' 

result 

state s regime 
value of tax 

number. -Å 3 is 
savings from regular tax 

(see 
marginal gain increas 

general expression for 
of maximum IF-all 

28) , -p 
IF. the size 

the ca st l in 
given by (24) lS 
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Table 2 The cost of capita l for regimes 1-3 in some special cases 

No release 

of 

( -13 2 = O 

__ ....L-""'::")( +r-IT 

(1) 

-132-max is g 

T* = T s (l ) + 

3. 

2 

release 

r-n ----~~)( +r-IT) -

3. 

2, and T* = T(l-f) 

( 3 ) 

for 

iation 
:= Ål 1 = 
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Let the ease funds are 

not released finane investments. R :::: O means 

3 = O. The net east investment is there-

fore 

:::: 1 \3 

as hefore 3 is the 

value of tax ions from 

allowances: 

3 

tax 

tax 

J3 2 ' 
from 

For 

= f T* Y e-(y+r)(s-t) 

s=t 

effeeti ve tax rate T* 1.S as 

ion ( 25) • For 

of IF- is to turn 

rate into a we average of 

rate T sum of s 
is ive the 

to IF. 

2 3 we assume 

current in a release i. e. f 

1.S amount of release is 

( 27> 

iation 

(28) 

ahove 

the 

statutory 

it rate h 

l gain 

IF- is 

2 

to 

"finance" current (R=PKI) • s means 

o 1.ons (17) and (13) we 

net eost stment 

:::: 1 
2 

(29 



In scase, 

vestment 

2" 
releases 

convent 

ained 

net cost of 

ive tax rate T* on 

l view of IF-

( see ion (22)) turns 

out to 

namely 

an extreme case of reg T 

is, it assumes 

that the firm will 

it 

s IF. 

)33=0, 

= 

"f 

the va 

clude 

3 is the case where R<PKI. This means 

3 
(30) 

Å 3 is 

between 

as in 

cost 

ion (28 • 

1 under 1, 

3, 

but insufficient to 

1 to 

3 

the d 

are rel 

determined 

P2(t>. Somewhat loosely we may con-

firm over t 

3, -p 2 (t) be under 

the cost of lower 

need not rea-

son for 

long as 

s may seen from 

firm is not all 

ion (26): i\s 

to use its IF, but 

lding up, P1 zero. 

It is also interest to note that while 

value of -)3 2 is zero 1, it must 

exceed zero for 3, s 

R< ies firm is current 

its fund. value of -p 2' on 

is 3 : It occurs in 
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extreme case firm 

re ease of it a 

its fund. 

<17 

ations, 

s maximum value as 

T 

- .13 2 == b -

tax rate T*, 

(25), then turns into 

T* == T (l-f) + 
s 

== T (l-f) + fT* L--
s y+r 

s expression for 

s a 

<16 ) 

(3 ) 

ion 

( 32 ) 

tax rate has a 

clear economic A fraction l-f of 

its will be tax rate T S ' 

le the fraction f is allocated to the IF. 

as 

extra 

ion of a 

alloeation can 

inal) 

release this 

ly be used for 

The Central 

pos rate b is no 

is, however, an implicit eost to 

alloeation, and s eost equals 

loss of regular 

• There 

firm of 

tax 

to 

allowances on the assets f f 

a location, i.e., T !(y+r). For s special 

exhausts its ca se of 

fund and 

3 where firm a 

period 

initely, the 

release to 

of the IF-

is to turn the tax rate inta a 

average of the statutory tax rate and 

eost fund allocatian • This is 

of the IF­

ström-Södersten (1984). 

l 

ie 

"new view" 

in Berg-
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d 

We now to the case firm now 

allocates less money to its IF al-

lowed 

bil 

tion 

es. We 

above) 

a 

is as 

s possi­

constraint equa-

to be bi in 

11 s means that ~l(s)=O Sf 

and from ion (12), (15) (2) we 

T* :::: ( 33) 

s in s ca se 'fj 2 O, -;.., 2 ' is 

I S marginal val ngs 

(or new investment , is now less 

reason for this is now are " " 
the firm in the sense rease 

will 

IF-allocations 

constraint on 

tax. Put 

to 

ga 

We not e 

valuation result as 

call "new view" 

this new view is that 

dividends cannot be 

ga receive a 

firm to more 

would 

a crown's worth 

l crown of reta 

is the same 

finance. The point 

so 

persona taxes on 

l 

l tax treatment, 

market Il value new investments f 

earnings at less than ir ian 

casts. 1 

1 (1981) , (1981 



-A 
2 

general 

=-

- 23 -

(12) (15) gives 

ions 33) 

expression 

23) s 

l-T 
S 

eost of 

to 

(34) 

capital 

(35) 

where T* is tax rate as given in (33) 

net eost of investment. 

We 

IF-

not 

finanee 

as dist 

s, iz 

is in a release 

firm ing a release per 

eurrent 

summarizes 

in eaeh 

ing express 

spee l eases. 

4-6) 

for eost of 

or not 

whether or 

is e to 

IF. 

net 

regimes 

t-

l some 
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Table 3 The net cost of investment ( -Al/PK) in 

the case of constrained IF-allocations. 

Regimes 4-6 

No re ease Fund 

of R ::; 

l-T 
l_bSH l 3 

l-T 
S 

( 4 ) 5) 

depreciation (see 
marg l from increasing 

general 
of 

release 

R 

l-T 
S 

( 6 ) 

< PKI 

IF. 
l 
(35) 
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Table 4 The net cost of capi tal for regimes 4-6 in some 

special cases 

No release 

( +r-TI) - 1 

( 4 ) 

: ( ) states 
O, is 

(I-T s) (see 

R = I 

(-P2 = O) 

+ l-b 

5 ) 

regime. For 
value, 

release 

R PKI 

(-P2=b(1-T s) 

+r-TI 

6) 

(4 ) ( 5 ) 
reg 6, 
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4 is where the i not in a re-

lease • This means that ~3=O 

(13) and (34) 

:::; 

3 

where as 

tax 

3 is the 

s from 

scounted value 

""""''''''·'''iation allov­

ances. net cost of investment cost 

l will on current future 

values ~ 2 which turn on the 

l the firm's IF. For the spe-

ial case, 2 0, i. e. f where the firm 

that it will never exhaust its 

IF- regime 4) is to 

tax rate T in rd s ace the 

expression IF-

( see (2 ) Central Bank de-

pos rate b. A comparison reg 1 4 

r special case s it clear, 

thermore that the on al 

11 is lent to all the firm 

regime l to allocate prof s from its 

marginal investment (i.e. f=l) to IF. 

5 we assume again IF is 

in a release R =: 

This means net cost stment 

turns out to be from 13 , (17) 

(34)} : 



- 27 -

= l-T (36) 
s 

From (35) (36) it is clear then that 

l cost 

the extent 

of . 

is 

The 

tax 

tax code allows 

the firm va 

on to 

to IF (i. e. the lower is 2; note that 2<0) 

- which occurs the sooner the more it 

to 

is T* 

t 

s 

on 

case 

(17) 

2 is zero. 

the firm 

IF. In this 

fers 

to extent 

6 is 

net cost 

we are e 

(34 ) 

T * '" -' - A 3' 

= O 
3 

One so ion to 

one 

its IF in the future - the lower 

value 

value of 

"excess 

st deduc-

is 

" ca se 

it will never 

spec 1 case cost l 

from that free iation 

b from T s' 

s means P3 = O 

1 - T s' In this 

to solve 13 2" 

(37) 

ion (16) s to 

(38 ) 

s ial 

economic s icance - is A 3 = 
o. implication of this is that T* = O 

b(l-T
s >' Interest l is of no value and 

the cost of l then becomes 
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= +r-TI (39) 

Combin 

not 

and 

the as 

icient to f 

the release is 

(the marginal) investment 

fund allocations are below 

etely max 

tax 

To see intuition behind this result, note that 

-A 2' is marginal Tobin's q, now is 1 - T s' 
This discount in valuation ma 

is ient to offset s tax 

the cost 

ant. 

e 

So 

IF allocations 

to 

used 

new 

" lO 

prof 

n for 

rules 

than T 

in 

s' 
investment 

(equal to 

l etely tax invari-

implicitly assumed that 

the Central (b) is lower 

tax rate (T S '. Because of this, 

an alternat 

tax even s are never 
1 

force since 1985, however b lS 

Firms allocate profits to 

to pay a 

the s) I in 

1 b was 0.46 during 1963-79 0.5 1980-84, le 
T S 0.52 and 0.58. S 1985, how-
ever, b is 0.75 and T S 0.52. srease 
seen as an 
to pay s to 
than avoiding 

by the government to 
wage-earners funds, 

large IF-allocat 

firms 



rules (b 

is 

T s 
the marg 

firm's IF, is pos 

view 

" b 

-)3 2 := O 

- T s' 
IF 

new rules. 

4 Conclusions 

general conc 

paper is that 

is 

It 

er 

when 

to 
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benef s when the funds are 

ion 

-'1] 2 may be 

allocat 

as 

its to 

O, positive allocations 

ion 

from 

convent 

not 

posit 

s· 
res 

increas 

and ial 

ly assumes 

e 

allocat 

emerges from 

firm 

are relea 

it-

ing the 

the 

rat 

on 

devel 

to the 

ive tax rates 

own 

Il prevail 

, on the =-=c:...::...;::..::...........::::=.:= 

illust-

gives some numerical equa-

t les 2 4. difference between 

2 spec l case )32=0 

represents conventionai view the -and 

"-'2-max" case of regime 3 is particularly 

striking. 
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Table 5 Numerical illustration of capita l cost 

effects of the investment funds system in 

some special cases 

loeation to 
IF 

Maximum 

No release 
of funds 
(-Fl2==0 

6.6 

(1) 

R= 
(-)32=0) 

1.7 

( 2 ) 

release 

R<PKI 
( -)3 

6.0 

3 ) 

Below maximum 6.5 1.5 5.0 

The lowing as 
0.1, r == 0.10, 11 
0.35. eost 

6.6 %. 
to 1.2 %, 
eost is 5. O 

s. 

Nate that the 
eost of 

-8. 

n -13 is g 
ion (37) 

( 4 ) ( 5 ) ( 6 ) 

ions are 
= 0.05, T 

used: y == O • 2 I 8 == 
::: 0.52, b 0.5, h =: 

l 

as 

ion (31) 
6. 

the IF-system is 
l eost 

l 

are the net 

regime 3 and 
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through careful 

this context 
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conclus 

on 

to from 

we 

za-

• This is, 

must be settl 

l firm In 

sting to note the marked 

tax that took ace in 

70s. From its start in 1955 to 70s 

I was pr i as a counter-

cyclical instrument releases ln recessions. 

crisis sh economy 

the mid 70s, l 

upon a new I l s new pol re-

renewals of IF-releases, i 

enabled firms during a 10-year-period to use r 

continuously. During this period 

of " " releases, less an average 20 

per cent investments of the manufacturing 

were actually "fi IF-

This observat unlikely 
.. fl firm then was able 

f its marginal 

that it 

investment fund. As 

investments through the 

to 

IF­

its 

cal icit 

and offic l 

releases may in 

Final , a reservat 

never to 

are the criti­

rai 

more 

are in 

l 

IF­

return on 

improved 

pol-

icy conclusions that may be drawn from results 

of this paper T are f course, no more rel le 

than is the underlying model of f behavior. In 
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part ar, we have inte rest on cost 

capital effects. There might, for e, still 

exist a "liquid .. of IF-releases. Consid-

ering poor of the swedish stock 

dur the second half of 70s ng new 

issues expens 

tions on c availabil may have 

been important of demand. 
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