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Abstract 

This study examines how the fiscal policy implemented in Ecuador in recent years has influenced the country's 
economic stability. A quantitative and qualitative approach is used to assess the impact of income taxes, VAT 
and other taxes on GDP growth and other relevant economic indicators. Statistical data is collected and 
analyzed; it is also essential to conceptually know aspects such as the administration of fiscal policy through the 
implementation of laws and knowledge of the tax system; whose main functions include increasing income 
intended for the Ecuadorian State to satisfy the needs of the country, and in this way, provide a comprehensive 
vision of the relationship between fiscal policy and economic stability in Ecuador during recent years. Finally, to 
serve as an informative basis, the General State Budget is presented, which shows in advance what must be spent 
and the income of the institution, with the purpose of knowing if this study that serves as a guide in the 
development of the country in a financial way than planned; data that served as the basis for exposing the taxes 
collected during the years 20218 to 2022. 

Keywords: Taxation, planning, budget, social and economic development. 

Introduction 

Fiscal policy plays an important role in having a stabilizing effect on economic fluctuations; by 
managing government revenues and expenditures (and resulting deficits or surpluses in the 
public sector) to have an expansionary or contractionary effect on aggregate demand. 

Fiscal policy is a fundamental tool in the economic management of any nation, and its impact 
on a country's economic stability cannot be underestimated. 

In the context of the Republic of Ecuador, a nation with a diverse and ever-evolving economy, 
the formulation and implementation of effective fiscal policies is of critical importance. In this 
article, we explore the complex and dynamic link between fiscal policy and economic stability 
in Ecuador, with a focus on the challenges and opportunities this South American country has 
faced in recent decades. 

Ecuador, like many developing economies, is in a constant quest to achieve and maintain 
economic stability in an ever-changing global environment. Economic stability is essential for 
the well-being of its citizens, attracting foreign investment and sustainable growth. In this 
context, fiscal policy emerges as a fundamental instrument to balance the government's 
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financing needs with the macroeconomic objectives of controlled inflation, sustainable growth, 
and equity in the distribution of wealth. 

Ecuador has undergone a number of reforms and changes in its fiscal policy over the years, 
resulting in a wide range of effects on its economic stability. The adoption of the U.S. dollar as 
the official currency in 2000, for example, transformed the country's fiscal and economic 
landscape, while establishing constraints and opportunities in policymaking. In addition, 
fluctuations in oil prices, a crucial component of Ecuador's tax revenues, have led to a number 
of challenges and adjustments in fiscal policy. 

In this article, we will explore how fiscal policy has been a key instrument in addressing these 
challenges and promoting economic stability in Ecuador. We will look at the role of taxation, 
government spending, and debt management in achieving these goals. We will also examine 
how changes in fiscal policy have influenced investment, employment, and the well-being of 
the Ecuadorian population. 

As we move forward in this analysis, it is essential to consider that the relationship between 
fiscal policy and economic stability is intricate and multifaceted. To fully understand the impact 
of fiscal policy on Ecuador's economy, we must consider a number of factors, including the 
overall economic situation, the country's development goals, and political and social 
preferences. This article aims to shed light on this complex relationship and provide a solid 
basis for future discussions and policy-making in Ecuador and other developing economies. 

In the following sections, we will specifically address how fiscal decisions have influenced key 
indicators of economic stability in Ecuador and provide evidence-based recommendations to 
improve the effectiveness of fiscal policy in the country. 

Fiscal policy is a fundamental aspect of any nation and plays a crucial role in promoting socio-
economic development. In the Ecuadorian context, the tax system has undergone significant 
transformations in recent years with the aim of fostering sustainable economic growth and fiscal 
stability. In this article, we will analyze the impact of fiscal policy on Ecuador's economic stability 
over the past few years, focusing on income taxes, VAT, and other key aspects of the tax system. 

It was also necessary to know the criteria on fiscal policy of the International Bureau of Fiscal 
Documentation (IBFD 2018), which refers to the implementation of taxes as a burden by 
individuals or companies to the Government. 

Therefore; Taxes in Ecuador and the rest of the countries of the world are collections that 
serve a set of activities that must be carried out by the State administration and sectional 
governments in order to satisfy the needs of the inhabitants such as security, health, education, 
mobility and housing infrastructures, among others. 

With regard to the social and economic aspect, it cannot be overlooked that the Ecuadorian 
population also faces problems such as inequality and poverty; that they are also considered to 
be exceeded within the general budget of the State as a fiscal policy; However, despite giving 
special attention to malnourished children, it has often not been possible to combat them due 
to the lack of timely attention. 

We must also bear in mind that in recent years Ecuador has suffered from the mismanagement 
of its financial resources, resulting in a high level of corruption; which requires fair monitoring 
of the resources collected and used by public servants; The level of evasion of resources in 
recent years has been very high. 
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It should be emphasized that the State in order to achieve the development of the country, 
such as complying with works such as roads, bridges, housing; Items that need to be allocated 
in large volumes of money, must not only maintain rules that apparently serve as control; rather, 
to carry out prior, concurrent controls and not wait for them to be completed or abandoned 
as in most cases, demonstrating financial mismanagement that affects the country financially; 
and, emotionally, to the taxpayers of the mandatory taxes. 

In Ecuador, there is a high level of government exposure to corruption; But unfortunately, 
every procedure is judged in oblivion by the judicial institutions, since many of the corrupt 
have not only left the country; rather, they have been released without serving their sentences, 
let alone returning the resources they have evaded. 

It should also be borne in mind that taxes are not a way for the State to raise resources; Rather, 
they contribute to the development of a country and its people, since it is a means of 
distributing wealth, taking from those who have more to give to those who have less. 

Article 300 of the Constitution of Ecuador states that: "The tax regime shall be governed by the 
principles of generality, progressivity, efficiency, administrative simplicity, non-retroactivity, equity, 
transparency and sufficiency of collection.  Priority will be given to direct and progressive taxes." 

Article 6 of the Tax Code of the Ecuadorian State states: "That taxes, in addition to being a 
means of collecting public revenues, shall serve as an instrument of general economic policy, 
stimulating investment, reinvestment, savings and their use for productive purposes and 
national development; meet the demands of social stability and progress and seek a better 
distribution of national income." 

In any case, Ecuador ends 2022 with an estimated economic growth of 2.7%, according to the 
Central Bank of Ecuador (ECB). This figure is 1.54 percentage points lower than the growth 
rate presented in 2021. 

It cannot be ignored that Ecuador, like the rest of humanity in the world, in the years 2021 and 
2022 suffered an epidemic caused by a virus known worldwide as COVID-19; for which reason 
the Government of Ecuador devoted a great deal of resources to combating it; In addition to the 
fact that both production and commerce were forced to put aside their activities consequently, the 
State was forced to apply certain restrictions such as the temporary closure of borders, schools and 
shopping centers, in order to avoid crowds and contract more infections. The commercial 
interruption caused by the virus brought an impact such as unemployment, lack of resources for 
families to sustain basic services and consequently, in the contribution of taxes to the State. 

From all the above, the research problem was based on the fact that there is no precise data on 
the losses of people and companies that, for the reasons stated at the present time, many have 
not been able to comply with the expected taxes 

Finally, the objective of the study; is to know through data exposed by the Internal Revenue 
Service (SRI) of Ecuador the tax revenues during the years 2018 to 2022, in order to compare 
them and know the reality of this income. 

Development 

Method 

Methods with quantitative and qualitative approaches. 
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Quantitative method. Humberto Ñaupas Paitán. (2018). "It is characterized by the use of 
quantitative methods and techniques and therefore has to do with measurement, the use of 
magnitudes, the observation and measurement of the units of analysis, sampling, statistical 
treatment."; With a qualitative approach. Hernández Samperio, Roberto (2014) "It is also 
guided by significant areas or topics of research. However, instead of clarity about research 
questions and hypotheses preceding data collection and analysis (as in most quantitative 
studies), qualitative studies may develop questions and hypotheses before, during, or after data 
collection and analysis." 

Result 

The present study was carried out through the methodology with quantitative and qualitative 
approaches, because it was necessary to collect statistical information and analyze each of the 
data related to tax revenues and their budget distribution during the years 2018 – 2022; carrying 
out its percentage analysis; and its corresponding variations, with the purpose of knowing the 
economic and budgetary contribution to the socio-economic development of Ecuador. 

To obtain the results of this research, it is also necessary to know some important concepts in 
its development, such as: 

Fiscal policy. (IBFD, 2018) "Tax Administrations implement tax laws. The tax is an involuntary 
fee paid by individuals or businesses to the government. A tax is a mandatory charge or other 
levy imposed on an individual or legal entity by a State or a functional equivalent of a State. 
Taxes can also be levied by a subnational entity (province, municipality). Taxes are unrequited 
payments in the sense that the benefits provided by the government to taxpayers are normally 
not in proportion to their payments. Taxes are levied by law. Taxation in modern democratic 
societies requires a legal basis. The main functions of fiscal policy include increasing revenues 
to finance public expenditures, redistributing income and wealth (both within and across 
generations), and correcting externalities." (Kommer, 2011, pág. 6) 

Fiscal policy. (ECLAC, United Nations – 2006). "Over the past quarter century, tax policy in 
Latin America has been the subject of continuous treatment, although the assessment of its 
economic impact has not always been sufficiently deepened... Historically, these tax systems 
have been characterized by the scarcity of the resources they generate, necessary both to 
provide public goods and to finance policies that improve income distribution. Although in 
almost all Latin American countries there has been an increase in the average tax burden in the 
last decade, the increase has not been at the level of expectations and needs. In addition to 
sustainability issues, there are still strong unmet expenditure pressures in many countries, 
particularly in relation to poverty reduction programmes and the financing of the pension 
system and public investment, which remains at minimum levels in many countries." (Programa 
EUROsociAL, 2016, pág. 7) 

Tax System in Ecuador. "Definition of tribute, tax, fee, special contribution and parafiscal tax 
Article 1 of the current TC, dedicated to the scope of application, contains a reference to the 
three tax categories that exist in Ecuador, that is, taxes, fees and special contributions.... After 
article 1 of the Tax Code, the following unnumbered articles shall be added: "Art. [...] Tributes. 
These are the pecuniary benefits that the State requires in the exercise of its power of taxation 
and as a consequence of the realization of the taxable event provided for in the law, to which 
the duty to contribute is linked, in order to satisfy public needs. Parafiscal taxes are those 
established in a mandatory manner by law when they do not fully correspond to one of the 
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categories detailed below. These taxes shall be governed by the provisions of this Code. Taxes 
are classified into taxes, fees, and contributions. Art. [...]. Tax. A tax is understood to be a tax 
whose obligation has as its generating event and as its legal basis a situation independent of any 
State activity relating to the taxpayer that demonstrates a certain capacity to pay on the part of 
the taxpayer. Art. [...]. Rate. A tax is a tax whose generating event consists of the actual or 
potential provision of a service under public law or the use of a public good, individualized or 
that refers, affects or benefits the taxpayer in a particular way, when the service or use is not 
voluntarily requested or received by the taxpayers or is not provided or carried out by the 
private sector.  and the amount of which must correspond to the cost or maintenance of the 
service. Art. [...]. Special contribution. A special contribution is a tax that generates special 
benefits derived from the execution of public works or the expansion of public services. Its 
proceeds must not be used for any purpose other than the financing of the works or activities 
that constitute the budget of the obligation" (Euro Social, 2016, págs. 11-12) 

Tax Code. "Scope of application.- The precepts of this Code regulate the legal relations arising 
from taxes, between the active subjects and the taxpayers or those responsible for them. They 
will apply to all taxes: national, provincial, municipal or local or other entities creditor of them, 
as well as to the situations arising from or related to them. For these purposes, taxes are 
understood to be taxes, fees and special or improvement contributions. Supremacy of tax 
rules.- The provisions of this Code and other tax laws shall prevail over any other rule of general 
law. Consequently, laws and decrees that in any way contravene this provision shall not be 
applicable by the administration or by the courts. Taxing power.- Taxes may only be 
established, modified or extinguished by a legislative act of a competent body. Tax laws shall 
not be enacted with retroactive effect to the detriment of taxpayers. Special fees and 
contributions shall be created and regulated in accordance with the law. The President of the 
Republic may fix or modify customs tariffs. Reservation of law.- The tax laws shall determine 
the taxable object, the active and passive subjects, the amount of the tax or the manner of 
establishing it, the exemptions and deductions; claims, remedies and other matters reserved to 
the law that must be granted under this Code. Tax principles.- The tax regime shall be governed 
by the principles of legality, generality, equality, proportionality and non-retroactivity. Purposes 
of taxes.- Taxes, in addition to being a means of collecting public revenues, shall serve as an 
instrument of general economic policy, stimulating investment, reinvestment, savings and their 
allocation to productive purposes and national development; They will meet the demands of 
social stability and progress and will seek a better distribution of national income. 
Supplementary rules.- The provisions, principles and figures of the other branches of law shall 
be applied only as supplementary rules and provided that they do not contradict the basic 
principles of fiscal policy.  (Ecuador, 2018, págs. 2-3) 

Internal Revenue Service. "As an autonomous body of the State of Ecuador, the law endows 
the SRI with different functions, powers and obligations; as well as powers that guarantee the 
fulfillment of their functions under the framework of the law. Among the functions of the SRI 
are: To implement Ecuador's tax policy, To inform the taxpayer about their tax obligations, To 
apply penalties through theLaw No. 41, art. 2, Determine, collect and control the internal taxes 
of the state, Redistribute the resources obtained through taxes, Hear and resolve petitions, 
claims, appeals and absolve the proposed consultations, Issue and cancel credit titles, credit 
notes and collection orders, Provide taxpayers with tools to facilitate compliance with tax 
obligations. All others assigned to it by law; On the other hand, the powers of the IRS are listed 
from articles 67 to 71 of the Tax Code, and are: Determining power Resolution power, 
Sanctioning power, Collection power – This power is exercised in two ways: Through 

https://www.sri.gob.ec/BibliotecaPortlet/descargar/80a4f4ca-2d92-49b4-8854-d0df50e13b9a/4%29LEY+DE+CREACIO%B4N+DEL+SERVICIO+DE+RENTAS+INTERNAS.pdf
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withholding agents, Through the systems or forms that the law establishes for each tax. In 
other words, the Internal Revenue Service of Ecuador can and must fulfill its functions and 
obligations in the collection and collection of taxes, through the attributions and powers 
established by law." (SRI, 2023, págs. 3-4) 

Budget. "A budget is the anticipated calculation of the expenditures and income of an entity or 
a person; It determines the amount of money needed to meet future expenses, taking into 
account what is available as a resource. At the country level, a general State budget is drawn 
up, which is a basic instrument for implementing a government's economic policy. Its 
elaboration requires a decision-making process on the allocation to be made of the available 
resources, guided by the objectives of economic policy, which, in general, are to satisfy the 
needs of society. The difficulty of planning the allocation of resources lies in prioritizing 
national needs, that is, in determining their importance of attention, this is what changes the 
budget planned by one government from the planned by another. The general budget of the 
State is prepared and executed by each government for its period of exercise, so it is projected 
for several years. The Constitution states that it must be approved by the National Assembly 
in order to be the result of an agreement and a joint strategy between various political and 
social forces in the country. Social needs include housing, health, environmental care, culture, 
public works, transportation, education, national defense, and internal security. Alend, in your 
opinion, a part of the budget that is represented in the graph to each need and comment on 
the reason for your priorities to your colleagues. The general budget of the State is composed 
of two elements; government revenue, which represents the assets of its economy and the 
goods or securities received by the State in a given period — usually in one year; and public 
expenditure, which represents the liabilities of the economy or the items that are allocated for 
its operation and the maintenance of collective needs. Public revenue is made up of: Oil 
revenues: received from the export of barrels of oil and the domestic sale of its derivatives, 
such as gasoline and diesel.  Non-oil tax revenues: consist of taxes administered by the Internal 
Revenue Service: income tax, value-added tax (VAT), excise tax (ICE), inheritance tax, foreign 
exchange outflow tax, tax on assets abroad, and tax on motor vehicles for land transportation. 
Tariffs or taxes on imports that are administered by the Ecuadorian Customs Corporation 
(CAE) are also tax revenues. Non-oil non-tax revenues: these are those received by way of 
fines and interest and those generated by the self-management of state entities and companies, 
such as the collection of identity cards in the Civil Registry, for consultations in public hospitals 
or for the sale of services such as electricity. (SRI, 2012, págs. 19-20-21) 

Budget. "The General State Budget is the instrument for determining and managing the income 
and expenditure of the State, and includes all the income and expenditure of the public sector, 
with the exception of those belonging to social security, public banking, public enterprises and 
decentralized autonomous governments." The information provided here has been obtained 
from the e-SIGEF Financial Administration System, as well as internal reports on the evolution 
of revenue collections, reports and budget monitoring and evaluation forms submitted by the 
institutions that make up the General State Budget (PGE); in addition to information obtained 
from the different Undersecretariats of the Ministry of Economy and Finance, the Internal 
Revenue Service1, the National Customs Service of Ecuador2, the Central Bank of Ecuador 
and other public sector institutions. Revenues and public financing are recorded on a mixed 
basis, accrued in some cases and in others on a cash basis. The execution of the budget in terms 
of expenditure applies the accrual method, which is the recording of obligations of the works, 
goods or services managed by each entity, for the provision actually received, without 
necessarily having a monetary flow. The figures provided as a percentage of the Gross 
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Domestic Product (GDP) use the estimate obtained from the Central Bank of Ecuador's 
Macroeconomic Forecasts 20193 website. (Ministerio de Economía y Finanzas, 2022, pág. 7) 

A statistical study carried out by both the Internal Revenue Service and the Ministry of 
Economy and Finance of Ecuador for the years 2018 to 2022 on the contribution of financial 
resources by fiscal policy of the Ecuadorian people to the State budget is presented. 

Table No. 1: Collections Year 2018. 

 
Source: SRI. Elaborated Authors. 

Table No. 2: Collections Year 2019. 

 
Source: SRI. Elaborated Authors. 



2496 The Impact of Fiscal Policy on Ecuador's Economic Stability 

www.KurdishStudies.net 
 

Table No. 3: Collections Year 2020. 

 
Source: SRI. Elaborated Authors. 

Table No. 4 

 
Source: SRI. Elaborated Authors. 

The impact of the pandemic between 2019 and 2020 in terms of tax collections was 
$14,268,759.00 to $12. 381.845,35; that is, the collections for 2020 was less than $1,886913.65; 
that is, 13.224% less, being the most affected items in the collection of taxes by Income Tax, 
VAT, CE and various 
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Table No. 5: Collections Year 2021. 

 
Source: SRI. Prepared by: the Authors. 

Table No. 6: Collections Year 2022. 

 
Source: SRI. Prepared by: the Authors. 
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Table No. 7 

 
Source: SRI. Prepared by: the Authors. 

If tax collections are compared between the years 2021, which was 

$ 13,976,158.00 and from 2022 of $ 16,614,726.00, there is a recovery of more than $ 
2,638,568.00, especially in the items of Income Tax, VAT and miscellaneous; which 
percentage-wise is 15.881% more. 

Discussion and Conclusion 

Discussion 

This study was carried out in order to know about the impact on economic growth that fiscal 
policy has been contributing to the general budget of the Ecuadorian State in the last five years 
2018 -2022; and that due to the Covid 19 pandemic caused a real catastrophe affecting not only 
the development of the country; but because immense unemployment was caused, affecting 
the largest number of families so that they can survive, having generated as one of the causes 
the increase in drug trafficking and criminality, creating uncertainty and disturbance of the 
peace of the Ecuadorian people. 

It is considered that, in order to achieve at least the sustainability of the country, sources of 
employment have been created in recent years, with industry, commerce and tourism 
functioning normally. 

The preponderant role of tax policy in a "Rule of Law, the obligations of taxpayers must be 
based on legal provisions delimited by principles that serve to prevent abuse by the Public 
Administration, specifically in the field of taxation, of the Tax Administration; and, to recognize 
the rights of citizens. There is even talk of the principle of the rule of law, adopted in several 
contemporary constitutions and related to the protection of human dignity, the linking of state 
power to fundamental rights, the guarantee of judicial remedies, the division of powers and 
their subjection to the constitutional and legal order, the formal and material requirements in 
the production of legal provisions,  the independence of judges, the requirement of due 
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process. In this context, the Constitution must provide legal certainty to the tax system, in 
order to materialize the fundamental values and principles; In addition, the fundamental 
provisions on taxation will regulate the attributions of the different public authorities to create 
regulations and procedures auxiliary to the proper development of the legal-tax relationship, 
the latter including those related to tax management". (The Constitutional Tax Principles of 
Legality and Reservation of Law in Ecuador. CRS) 

It cannot be ignored that fiscal policy in the Ecuadorian case has been serving the people 
through the contracting of civil works such as roads, bridges, state structures, hospitals, 
schools, colleges, universities, the sustainability of public servants such as teachers, medical 
personnel, judicial personnel, police, armed forces, bureaucrats and in general each and every 
one of the services and goods that benefit the population in general. 

In the study carried out at the Ministry of Finance and Internal Revenue Service, it was possible 
to obtain data on the amounts collected under Fiscal Policy as a contribution to the General 
Budget of the State; There have been sudden changes in its collections, especially during the 
years of the COVID19 pandemic that affected the world during the years 2018 to 2022, with 
reductions in tax collection and affecting the normality of national coexistence. 

It was observed in the existing documentation that, although the different activities had been 
planned through the setting of strategic objectives and goals, many of these items were 
suspended in order to give priority to basic needs such as combating this virus by vaccinating 
the entire population and improving medical care in public hospitals, among other urgent 
needs. 

Conclusion 

It is determined that taxes represent one of the most important revenues that weighs on the 
balance of the General State Budget and facilitate the financing of public expenditures, especially 
aimed at security (payment of salaries and maintenance of personnel in terms of food, clothing, 
weapons, means of defense and attack, infrastructure, among others of the armed forces and 
police); health (payment of salaries and maintenance of medical personnel in food, clothing, 
medical technology equipment and medicines, infrastructure works, among others); education 
(payment of salaries to teachers, infrastructures, equipment, among others); public works 
(construction and maintenance of roads, bridges, infrastructure for the use of public bodies, 
among others); contribute to the improvement of small farmers, fisheries, subsidize some goods 
and services for the neediest people, especially in fuel and electricity, vouchers for extremely poor 
people and resources for the child malnutrition program; therefore, in order to cover the general 
budget, there is income from the exploitation of mines and oil, the important thing is that the 
State can use all the revenues for the social and economic development of the country. 

The main taxes in Ecuador are:  Personal Income Tax (IRPF); Corporate Income Tax (IS); 
Non-Resident Income Tax (IRNR); Wealth Tax (IP); Inheritance and Gift Tax (ISD); Value 
Added Tax (VAT). 

At the sector level, those with the highest year-on-year growth were: oil refining (23.9%), 
accommodation and food services (17.4%), aquaculture and shrimp fishing (16.2%) and 
transportation (13.1%). 

The General State Budget (PGE) determines the management of the income and expenditure 
of all the institutions that make up the State. The document is based on the macroeconomic 
indicators of the Ecuadorian economy. 
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For the year 2023, the fiscal policy was issued by the national government as follows: 
Individuals who have an annual income of more than USD 11,722 must pay Income Tax in 
2023. All of this means that if your monthly income is $977 or more, you will have to pay this 
tax 

Bibliographic References 

Ecuador, A. G. (2018). Tax Code. Quito: Official Registry. 
Euro Social. (2016). Ecuador Transit Code. Quito: SRI. 
Kommer, M. A. (2011). Budget Administration Manual. Amsterdam: IBFD. 
Ministry of Economy and Finance. (2022). General State Budget. Quito: Ministry of Economy 

and Finance. 
EUROsociAL Programme. (2016). White Paper for the Reform of the Tax Code. Madrid: 

EUROsociAL Programme. 
SRI. (2012). Future contributor. Equity and Development, 19-20-21. 
SRI. (2023). Functions and powers. Institutional Philosophy, 3-4. 


