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IXTRODUCTION 

" FEDERAL Finance in Peace and War " is an Enquiry complementary to 
that made into the burden of taxation,1 and has been undertaken in 
consultation with the National Institute of Economic and Social Research, 
without whose assistance it could never have been instituted. It has in· 
volved a somewhat minute study of the Budgets and other Financial State· 
ments of the United States of America, Canada, Australia, South Africa and 
India. These countries were selected because they possess fundamental 
constitutional likenesses and continuity of history, which make the treat· 
ment of their systems of public finance a suitable single field of study. 
It was decided to restrict the Enquiry for two reasons. In the first 
place, it was not possible to cover all Federations in the world, such as 
Switzerland, Germany, Russia, Mexico, Brazil and the Argentine, and, 
secondly, a description of the temporary structures of totalitarian countries, 
such as Germany, would be largely dependent upon political analysis. 
)lunicipal as well as Provincial or State finance has been examined as 
it is intimately connected with the Central or Federal Government's 
finance. The years chosen for examination include the pre-rearmament 
year 1937-38 and a recent war year, usually 1941-42. The effects of the 
grt>atest depression of the machine age, that of 1929-32, have been so 
widespread as to affect to a very remarkable degree the tax structures, 
and on this account crisis finance could not be omitted. 

It is well known that a Budget covers only part of a nation's economic 
and financial activity and, therefore, in the early stages of the Enquiry 
it was realised that a study of the National Income technique of Public 
Finance had to be considered. This meant that attention had to be given 
to the National Income, Public Expenditures and Public Debt, apart 
altogether from a study of the tax structures of the countries and of the 
units in the Federations. It has been rightly pointed out that a Budget 
is not a balance-sheet in which all assets and liabilities of the concern are 
ginn, but is similar to a Profit and Loss account of a business enterprise, 
only the changes are over a twelvemonth. The Budget itself is no 
longer rt>garded as the national balance-sheet but only a part of it. 
In short, we have to take into consideration the quantitative estimate 

1 G. }'indlay Shirr88 and L. Rost88, Th~ Burden of British Taxation. The National 
In,titute of Eronomic and Soria! Research Studies No. 2, Cambridge Univt>rsity Press, 
1!142, also American Edition, The Macmillan Company, New York, .Jan. 1943. 

xiii 



xiv FEDERAL FINANCE IN PEACE AND WAR 

of the whole economic activity of· the country and not merely the 
cross-section of it with which the Government is concerned, When 
unemployment is at its worst an expansion, and not a contraction, 
of public expenditure to meet the decline in tax revenue is essential. 
It is only within recent yel!-rs that in official circles it has .been realised 
that unemployment could be avoided by a policy of regular and large 
Governrilent expenditure.1 Deficits are not, as Gladstonian :finance always 
regarded them, thoroughly bad in themselves and to be avoided ; 
they are even desirable for the stabilisation of economic life. Nothing 
has been so revolutionary in public :finance in recent years as this idea of 
the inclusion of items hitherto undreamt of in the philosophy of budgetary 
:finance. Since 1941 annual tax proposals have been based on an examina· 
tion of the nation's total income and expenditure as set out in the White 
Paper on " The Analysis of the Sources of War Finance and an Estimate 
of the National Income and Expenditure". From this the so-called 
"Inflationary gap" can be measured. We have to consider not merely 
the domestic expenditure and revenue of the Government but overseas 
resources, extra-Budgetary receipts; sums available for investment as 
depreciation in war-time cannot be made good, and, most important of all, 
new savings obtained through the National Savings movement and 
similar movements for investment. Similarly, there is the " Deflationary 
gap " in budgeting for full employment. The difference between the 
potential savings of the community, the savings if the national resources 
had been fully used in production, and the actual loan expenditure on 
capital construction by private firmS, individuals and local authorities 
other than the Central Government, has to be made good by the Govern· 
ment's supplementing this regularly to the extent of the difference. It has 
also been realised that tax policy as well as expenditure has a part to play 
in economic stability. May riot taxation play its part as a factor helping 
inflation or deflation, expansion or contraction ~ May not a planned 
system of taxes be flexible enough to be used to increase or decrease 
saving or investment 1 In the downward swing· of the trade cycle, tax 
policy may remove maladjustments by a relatively light tax burden upon 
spending and a relatively high tax burden on surplus savings. A tax 
policy might aim ·at reducing liquidity preference, e.g. in regard to un
distributed profits to prevent relapse and at another to prevent excessive 

1 Accepted by the British Government in 1944, vide White Paper on Employment 
policy (Cmd. 6527), "The Government accept as one of their primary aims and responsi
bilities the maintenance of a high and stable level of employment after the war." 
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expansion by curtailing excessive profits. In both cases stability would 
be assisted. Even if purchasing power is being restored by Government 
expenditures, a taxation policy is complementary and worthy of examina
tion, as a tax system often has many taxes the effect of which is the 
curtailment, during a depression, of consumers' purchasing power. In 
other words, the effects of a taxation policy must be considered as well as 
a policy of public expenditures. Financial equilibrium is not merely 
equilibrium of Budgetary revenue and expenditure but equilibrium of the 
country's annual income and expenditure, an equality between spendable 
income and available resources. This may indicate in the future, at all 
events in the countries of chief industrial importance, the very countries 
which tend to save too much, the presentation of a Capital Budget quite 
apart from a Revenue Budget. For this and other reasons in this Enquiry 
a study of National Income, Public Expenditures and Public Debt has been 
linked up with an analysis of tax structures. 

The report is divided into three parts. The first deals with the Scope 
and Method of the Enquiry and the Public Finance and National Economy 
of the oldest of the Federations, the United States, and a similar 
analysis of the Federations comprising the British Commonwealth
Canada, Australia, South Africa and India. The tables in Part I are 
Summary tables and are set out in the table of Contents. Part II consists 
of the general principles underlying the study of Part I with special 
reference to intergovernmental financial relations, not merely as applied 
to conflicts between Federal and State Governments, between State and 
Local Governments and Federal and Local Governments or between 
States of the Federation or between Nations, but also to financial 
relations in regard to specific taxes and specific functions. It deals 
also with the solutions for these conflicts. Part III contains statistical 
tables other than the Summary tables in Part I. An Index has been 
prepared for facility of reference. 

I desire to place on record my deep sense of appreciation to the 
Governments which have not only provided official data but explanations 
regarding financial relations. My second duty is to thank the High Com
missioners of Canada, Australia, South Africa and India ; the Dominions 
Office ; the American Embassy in London ; the American Treasury 
Committee, over which Professor Luther Gulick was Chairman ; the 
Rt. Ron. Viscount Bennett, P.O., K.C., LL.D., formerly Minister of 
Finance and, from 1930 to 1935, Prime l\Iinister of Canada and member of 
the Council of University College, Exeter ; Dr. S. A. Cudmore, Dominions 
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Statistician, Canada ; Professor Haig of Columbia University, New York ;, 
Miss MalSel 1. Walker, Director of the Tax Institute of the University of 
Pennsylvania ; and many other non-official experts. Mr. Henry Clay and 
Mr. Geoffrey Crowther have ·acted as the Sub-Committee of the Institute 
connected with the Enquiry, and their judgment on various points· 
has been of great. value. Mrs. F .. Stone, Secretary of the National 
Institute of Economics and Research, has always been most ready to serve 
the interests of the Enquiry, and her ability and tact have been greatly 
appreciated. Dr. G. Rusche and, especially, my Research student, 
Mr. J. R. L. Schneider, B.Sc., have assisted with the heavy statistical 
work, and Miss Joan Ambrose and Mrs. W. M. Timms haveperformed the 
secretarial work of the Enquiry with energy and success. Mrs. E. J. Condon 
greatly assisted with the proofs and with the Index. 

G. FINDLAY SHIRRAS 
15th J amlary 1944 



APPENDIX I 

.Abstract of the Leading Recommendations of the Royal 
Commission on Dominion-Provincial Relations 1 

THE Report which the Commission has prepared is the outcome of two 
and a half years of carefully planned study. In the present summary the 
aim is to set out the principal recommendations embodied in the Report 
and to indicate briefly the reasons for them. At the heart of the problem 
lie the needs of Canadian citizens. The basic problem before the Com
mission lies, therefore, in finding a way in which the financial position of 
the Provinces could be improved and assured, without disastrous financial 
consequences to the Federal Government on whose efficient functioning all 
Provinces are dependent. National unity must be based on Provincial 
autonomy, and Provincial autonomy cannot be assured unless a strong 
feeling of national unity exists throughout Canada. 

The Commission did find one onerous function of government which 
cannot, under modern conditions, be equitably or efficiently performed on 
a regional or Provincial basis. This function is the maintenance of those 
unemployed who are employable and of their dependants. In reaching this 

. conclusion (which is amply supported by the Evidence and the research 
studies) the Commission merely confirmed conclusions which had been 
reached by earlier Commissions. So firmly is the Commission convinced of 
the validity of this conclusion that, even when it comes to consider the 
situation which will arise if its main recommendations are not implemented, 
it proceeds on the assumption that the relief of the unemployed who are 
able and willing to work will become a Federal function. 

Another function closely analogous to that of relief for employables is 
that of assistance to a primary industry (e.g. agriculture) in the form of 
operating cost advances. When relief is on a small scale the responsibility 
can be borne without difficulty by the Province. But in the event of wide
spread disaster with which a Province is unable to cope without assistance 
from the Dominion, or in the event that the Dominion by Sl\Ch means as an 
exclusive marketing organisation has already established effective control 
of the industry concerned, the Commission recommends that the Dominion 
should assume direct administrative and financial responsibility rather than 
render indirect assistance by way of advances to the Provinces affected. · 

The Commission's treatment of these expensive functions of government 
may be contrasted with its treatment of another expensive function, namely 
the payment of non-contributory old~age pensions. As the Federal Govern· 
ment is already paying as high a proportion of their cost as it can reasonably 
pay without assuming control of the administration of the pensions, and as 
the Commission was convinced that it is more satisfactory that the Provinces 

1 Vide Report of the Royal Commission on D~minion-ProvineiaJ Relations, Book II, 
Section G. The Appendix above is a summary of the abstract in the Report. 

354 
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should continue to administer non-contributory old-age pensions, it could 
not recommend any further financial help to the Provinces in this connexion. 
But the Commission is of the opinion that if non-contributory old-age pensions 
were to be superseded or supplemented by a contributory system the latter 
should, for various reasons, be under the control of the Dominion. 

There is, however, an Important financial burden of which Provincial 
Governments can be relieved without any sacrifice of autonomy. This is 
the deadweight cost of their debt service. The burden taken up by the 
Dominion, if it were to assume this deadweight cost, would be less than 
the burden of which the Provinces were relieved because, as maturities 
occurred, the debts could be refunded more advantageously by the Dominion 
than by the Provinces. To this extent a saving would accrue to Canadian 
taxpayers. The Commission has, therefore, recommended that the Dominion 
should assume 1\11 Provincial debts (both direct debts and debts guaranteed 
by the Provinces) and that each Province should pay over to the Dominion 
an annual sum equal to the interest which it now receives from its invest
ments. The reason for this proviso is that it would not be expedient that 
the Dominion should take over liability for a debt whicli represented a 
self-liquidating investment retained by a Province. Conditions governing 
future Provincial borrowing are outlined in detail in the Report. 

In the case of one Province this recommendation as to debt requires an 
important modification. The Provincial debt of the Province of Quebec is 
low in comparison with the per capita debt of other provinces, and is an 
unusually low fraction of the combined municipal and Provincial debt of 
the Province. To meet this situation, which has arisen through the policy 
of this Province in imposing on municipalities onerous functions which are 
performed elsewhere by Provincial Governments, the Commission has recom
mended that the Dominion should take over 40 per cent of the combined 
Provincial and municipal net debt service in Quebec. 

If the Provinces are relieved, in accordance with this recommendation, 
of the deadweight burden of their debt, it is not unreasonable that they 
should surrender to the Dominion the subsidies, whatever their character, 
which they now receive. Prince Edward Island alone would give up subsidies 
more than equivalent to the deadweight cost of its debt, and, as will be seen, 
this apparent loss will be more than made up in other ways. The abolition 
of the Provincial subsidies will be in itself no inconsiderable reform, for their 
history is long and tortuous. The subsidies have been based on no clear 
principles and it has been impossible to say whether or not different Provinces 
have received equal treatment. 

The Commission had also to consider how to provide the Dominion with 
sources of revenue which would enable it to carry its new burdens. This 
enquiry (as will be seen) was combined with the consideration of efficiency 
and equity in taxation specifically entrusted to the Commission. There 
could be no question of increasing the legal taxing powers of the Dominion 
since these are already unlimited. But the Provinces, in return for the 
benefits which they would receive, and for further payments which the 
Commission finds it necessary to recommend, should be prepared to renounce 
some of the taxes which they employ (or are entitled to employ) at present. 
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The Dominion, for its part, should be able and willing to refrain from com
peting with the Provinces in respect of sources of revenue left to them and 
should leave the Provinces free to collect these revenues in whatever way 
appears to them most efficient even if the method of indirect taxation should 
be involved. 

Just as the assumption of Provincial debts by the Dominion will lead to 
savings in interest from which taxpayers will benefit, so there are several 
taxes from which, if they are under unified control, as great a revenue can 
be obtained as at present with less hardship to the taxpayer. What is more 
important, a reorganisation of these taxes, of a character which is possible 
only if they are under unified control, can remove many hindrances which 
in the recent past have been detrimental to the expansion of the national 
income (i.e. to the sum-total of the incomes of all citizens of Canada). As 
this income expands, as the result of what may be fairly. termed greater 
efficiency in taxation, the same revenue as at present can be obtained by 
taxes imposed at lower rates than those of to-day. 

The first of the taxes which the Commission recommends that the Pro
vinces should renounce is the tax on personal incomes. Not all Provinces. 
impose this tax. Those which get most revenue from it are often taxing 
incomes which other Provinces think that they should have a share in 
taxing, because they are in part at least earned in them although they are 
received in those Provinces in which investors live, or in which large cor
porations have their head offices~ Nor is this all. The general equity of 
the whole Canadian tax system - and the Commission has been instructed 
to concern itself with equity as well as with efficiency in taxation- requires 
that the tax on personal incomes, which is one of the very few taxes capable 
of any desired graduation, should be used to suppl~ment other taxes and 
should be uniform throughout Canada. 

The second form of taxation which the Commission recommends that 
the Provinces should forgo includes those taxes imposed on corporations 
which individuals or partnerships, carrying on the same business as the 
corporation, would not be required to pay, and taxes on those businesses 
which only corporations engage in. They include, therefore, the tax on the 
net income of corporations and a multitude of taxes devised to raise revenue 
from particular classes of corporations which a Province cannot conveniently 
subject to a tax on net income. They do not include bona fide licence fees, 
the power to impose which would remain with the Province. These Pro
vincial corporation taxes are peculiarly vexatious to those who pay them 
and particularly detrimental to the expansion of the national income. The 
cost of tax compliance is high. The tax is often payable by a corporation 
which has no net income. The tax is very likely to be a tax on costs rather 
than on profits. These taxes are also a frequent source of interprovincial 
jealousy. Great benefits may be expected if they are swept away and the 
equivalent revenue raised by Federal taxes chiefly on corporate net income. 

To ask the Provinces to give up the entire revenue· which they now 
derive from taxing corporations would, however, intensify a grievance of 
which the Commission: received complaint -in more than one Province ; for 
the Dominion would receive a tax: on uwome which was in part derived 
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from the depletion of irreplaceable natural wealth. It is clt>arly desirable 
that revenue of this character should be used for developmental work which 
will compensate for the damage which has been done to the resources of a 
Province. The Commission has, therefore, recommended that the Dominion 
should pay over to the Province concerned 10 per cent of the corporate 
income derived from the exploitation of the mineral wealth of the Province. 
When what is required is the conservation of natural resources by main
taining their productivity, rather than compensation for depletion by new 
investment, the Provinces are in a position to use their own taxing power. 

The third tax which the Commission recommends that the Provinces 
should forgo consists of various forms of succession duty. These differ from 
the income taxes in that they have not hitherto been used by the Dominion : 
but they are taxes to which the Dominion might at any time be compelled 
to resort. The use made of them by the Provinces has given rise to bitter 
complaint because the Provinces have not made equitable arrangements 
with one another so as to tax each item in an estate in one Province only. 
The difierences in rates between Provinces, and the dangers of double taxa
tion, seriously distort investment in Canada. 

At this point there must be a refinement in the calculations. What is 
significant for the purposes of the Commission is the size of the surplus or 
deficit which would exist in a Province if it were to provide the normal 
Canadian standard of services and impose taxation of normal severity. It is 
not the services which each Province is at present providing, but the average 
Canadian standard of services, that a Province must be put in a position to 
finance. It is not the revenue which its taxes yield at their present level which 
matters, but the revenue which it would derive from them if its people were 
as hea,ily taxed as Canadians in general. Just as in the case of debt it is 
necessary to take account of the fact that some Provinces are more accus
tomed than others to provide services for their people through municipalities 
or other agencies instead of directly. The Commission has, therefore, at
tempted to compute, Province by Pro.vince, what the cost would be if the 
Province and its municipalities taken together were to provide services on 
the Canadian standard. Adjustments have been made for the cost of the 
developmental services appropriate to the Province, and for the weight of 
taxation in the Province. The result has been that the Commission has 
been able to make a recommendation as to the amount, if any, which each 
individual Province should receive from the Dominion annually to enable 
it to provide normal Canadian services with no more than normal Canadian 
taxation. The Commission recommends that each Province found to be in 
need of such a payment should receive it by way of an annual National 
Adjustment Grant from the Dominion. This grant as originally fixed would 
be irreducible. The Commission recommends, however, that National Adjust
ment Grants should be re-appraised every five years. For special emergencies, 
which might arise in respect of any Province (and which exist in one Province 
to-day), special provision should be made, as it would be undesirable either 
to fix an annual grant in perpetuity on the basis of conditions that are 
transitory, or to fail to provide for serious emergencies. 

The Commission also recommends the establishment of a small permanent 
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commission (which may be called the Finance Commission), assisted by an 
adequate technical staff, to advise upon all requests for new or increased 
grants, and to re-appraise the system of grants every five years. 

The recommendations which have heel). described would, if implemented, 
safeguard the autonomy of every Province by ensuring to it the revenue 
necessary to provide services in accordance with the Canadian standard. 
Every Provincial Government (including those whose position will be so 
good as to make adjustment grants unnecessary) would be placed in a better 
financial position than it is in to-day. And the financial position of every 
Province would be immeasurably more secure than it. is to-day. The Com
mission looks on this as its primary achievement. It is convinced that this 
fundamental problem must be faced and it has not been able to discover 
any alternative way in which it could be solved. 

The recommendations which the· Commission has made must be judged 
as a whole. They cannot with fairness either to the Provinces or to the 
Dominion be considered in isolation for any one of them taken alone might 
produce grotesque results. 

At what cost, it may be asked, will the Provinces have secured these 
advantages ~ There will be a certain cost to the Dominion and, therefore, 
to the Dominion's taxpayers. The taxes forgone by the Provinces, if replaced 
by Dominion taxes of. equal yield, would not provide all the money which the 
Dominion will probably be called on to pay under the Plan. It is necessary 
to say" probably" because the Dominion, unlike the Provinces, will be left 
with highly variable expenditures (e.g. those on unemployment relief) and 
variable revenues. The long-run effects of the proposed arrangements should, 
as has been explained, be to increase employment and to increase the national 
income and, therefore, the national revenue. But the expectation of the 
Commission is that the Dominion, in the first instance, will have to increase 
taxes somewhat. Even withoutincreasing tax rates it will obviously increase 
the taxes payable by citizens ~f those Provinces which have no per~onal 
income tax to-day. It is hardly nece~sary to add that, in view of the end to 
be attained, the price seems low. 

There Will, of course, be adjustments. At every stage of the Commission's 
enquiry it has endeavoured to frame recommendations which, if implemented, 
will avoid the minor hardships or inequities that might result if the measures 
which have, perforce, been somewhat crudely described in this summary, 
were crudely applied. One or two examples will·be given here. Others will 
be found in the Report itself. But the whole spirit of the Report would 
suggest that analogous adjustments should be made, even if the Commission 
has not thought of them and, therefore, has not mentioned them. 

If the administration of a service or the collection of a tax is transferred 
from one Government to another it is desirable that those who have adminis
tered the service or collected the tax in the past should continue to do so in 
the future and that their skill and experience should not be'lost to the nation 
nor their personal expectation 9f continuous employment disappointed. The 
Commission has, therefore, recommended that the Dominion, if it takes over 
a Provincial function, should continue the employment of those previously 
employed by the Provincial Government concerned. This recommendation . 
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is particularly important when questions of language are involved. 
If a tax now levied by one Government is to be replaced by a tax levied 

by another the new tax should be adjusted to the circumstances of the people 
on whom it is to be imposed, and advantage should be taken of the oppor· 
tunity to design the new tax as equitably as possible. Thus, if the Dominion 
collects succession duties, it is important that the administration for their 
collection should be decentralised and that small estates should be rapidly 
cleared without correspondence having to go through Ottawa. And the 
taxation scales should be arranged so as to tax an estate more lightly when 
it is divided among many children. 

If legislative powers (e.g. in relation to unemployment insurance) are to 
be conferred on the Dominion in addition to those which it now enjoys, it is 
important that they should be strictly defined so as to avoid the danger of 
their being extended by interpretation in unexpected ways which might 
interfere with the civil code in Quebec, or with the corresponding interests 
of other Provinces. 

This brief summary would lose its way among details were it to attempt 
to enumerate the recommendations- some of them important recommenda
tions- which the Commission has felt bound to make in its Report. What 
has been said should indicate the structure of the Dominion-Provincial 
financial relations which would, in the opinion of the Commission, charac
terise a healthy Federal system in Canada. Before passing on to mention 
a few of the subsidiary recommendations, it may be worth while to point 
out that the Commission's financial proposals are, in terms of the economic 
life of 1939, very similar to what the provisions of the British North America 
Act were in terms of the economic life of 1867. 

As far as the municipalities were concerned, they are the creatures of the 
Provinces in which they are situated and their financial powers and duties 
are such as the Province chooses to confer on them. The financial plan which 
has been described has taken account of municipal expenditures and taxa· 
tion as part of the Provincial picture and it will, if it is implemented, have 
very important indirect effects on municipal finance. It will relieve the 
municipalities of their share in providing relief for employables and their 
dependants. It will put every Provincial Government in a better position 
than it is in to-day for extending such aid as it may think fit to its munici
palities, whether by relieving them of the cost of services which they now 
perform, or by contributing financially to the cost of these services. 

In respect to marketing legislation great difficulty has been experienced 
in framing Dominion and Provincial legislation which will cover the whole 
field, even when the wishes of Dominion and Provinces are identical. The 
Commission has sought to remedy this situation by recommending that the 
Dominion and the Provinces should have concurrent legislative powers to 
deal with the marketing of a named list of natural products to which additions 
may be made from time to time by common consent. 

Nor is this the only instance in which it has seemed appropriate that a 
power of delegation should form part of Canadian Federal relations. The 
Commission has recommended that this power should be quite general and 
that the Dominion should be able to delegate any of its legislative powers to 
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a Province, and that a Province should be able to delegate any of its legislative 
powers to the Dominion. Delegation should provide a convenient means 
of dealing with specific questions as they may arise from time to time without 
limiting in advance the power of either the Dominion or the Provinces. In 
some instances one or more of the Provinces might be prepared to delegate 
powers to the Dominion while other Provinces were unwilling, and in such 
cases the advantages of a power of delegation over constitutional amendment 
would lie in flexibility. ' 

The Commission has come to consider the transportation problem of 
Canada one of the problems which cannot be solved without close collabora
tion between the Dominion and the Provinces. It realises, however, that its 
own technical competence is slight in this field and has, therefore, confined 
itself to discussing the issues which will have to be faced, in the hope of doing 
something to clarify the problem of jurisdiction. It points out, however, 
the great advantage which might be derived from a· Transport Planning 
Commission which would be concerned both with planning transportation 
developments in a broad way, and with facilitating the co-operation between 
the Dominion and the Provinces in transportation matters which is necessary 
for the taxpayer. 

Co-operation between the autonomous Governments of the Federal 
system has to-day become imperative. The Commission recommends as the 
principal means to this end that Dominion-Provincial Conferences, which 
have hitherto met at infrequent intervals, should now be regularised, and 
provision made for frequent meetings, say every year. It urges further that 
the Conference should be provided with an adequate and permanent secretariat 
for the purpose of serving the Conference directly, and of facilitating co-opera
tion between. the Dominion and the Provinces in general. 

In conclusion of this Sum:II!ary it remains to add that the decisions 
underlying the recommendations contained in the Report were reached before 
the outbreak of war. The Commission decided, after deliberation, to com
plete the Report exactly as it would have been completed had war not been 
declared. The basic recommendations of the Commission concerning the 
re-allocation of the functions of Government and the financial relations of 
the Dominion and the Provinces were framed with the possibility of emer~ 
gencies in mind and are, it is hoped, sufficiently flexible to be adjusted to 
any situation which the war may produce. . 

Of the· subsidiary recommendations many are concerned with matters 
not in the least likely to be affected. by the strains and stresses of war, while 
some may require modification in the light of events. The need for some 
action designed to enable the people of Canada to throw their whole weight 
into any great national effort, such as the struggle to which they have com· 
mitted themselves, and at the same time to ensure the smooth working of 
the social and educational services on which the welfare of the mass of the 
people depends, is far greater and far more urgent in time of war and of 
post-war reorganisation than it is in time of peace. And it is precisely to 
these two main objectives that the chief recommendations of the Commission 
have been directed. 

The financial proposals have been designed to enable every Province of 
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Canada to rdy on having sufficient reYenue at its command in war-time as in 
pt'ace-tirue, in years of adnrsity as in years of prosperity, to carry out. the 
important functions entrusted to it. They are also designed to produce this 
result while leanng the fiscal powers of the Dominion as wide in fact as they 
haw always been in law, so that it may direct the wealth of the nation as 
the national interest may require. If some such adjustment of Canadian 
t'conomic life appeared sufficiently urgent to lead to the appointment of the 
Corumis.c-.ion in time of peace, how much more urgent is it in time of war ! 
How much more urgent will it be in the critical transition from war to peace 
ag<lin ? The Collllllission does not consider that its proposals are either 
centralising or decentralising in their combined effect but believes that they 
will conduce to the sane balance between these two tendencies which is the 
essence of a genuine Federal system and, therefore, the basis on which 
Canadian national unity can most securely rest. 

ALEX. Sii.ELTOX, Secretary 

ADJl:TOR 8.!\'ARD, French SccrcJary 

JOS. SIROIS, Clwirma11 

JOHN W. DAFOE 
R. A. MACKAY 
H. F. ANGUS 



APPENDIX II 

Summary of Recommendations, made in the Report by the 
· American Committee on Intergovernmental Fiscal Relations 

(Dr~ Luther Gulick, 'Dr. Harold M. Groves and Dr. Mabel 
Newcomer), in Terms of an Action Programme for each 
Level of Government 

I. FEDERAl,. GovERNMENT 

A. For Immediate Action 
1. Negotiate with State representatives and pass legislation to· create a 

Federal-State Fiscal Authority. 
2. Amend the income tax law to make State income taxes deductible on 

an accrual basis even though other expenses are reported on a cash basis. 
3. Revise, modernise and broaden the death tax credit. 
4. Give the Federal estate tax a thorough overhauling, integrating death 

and gift taxes, substantially reducing exemptions and co-ordinating the 
Federal and State taxes. 

5, Eliminate tax-exe~pt securities in a manner to secure States and munici
palities against loss arising from the taxability of their securities. 

6. Defeat discrimination resulting .from State community-property laws 
by providing that they shall not apply in· the operation of Federal 
tax laws. . 

7. Provide a clearing-house and " board of appeals " (Federal-State Fiscal 
Authority) for more careful and consistent treatment of payments in lieu 
of property taxes on Federally owned property. Such payments should 
be generous, especially during the war. 

8. Provide a special joint committee of Congress to consider legislative 
proposals for payments in lieu of taxes ; provide facilities for maintaining 
a permanent inventory of Government property. 

9. Allow .State sales tax application to contractors working on Government 
orders. 

10. Modify and improve the co-ordination and efficiency in unemployment 
compensation by increasing the Federal credit from 90 to 100 per cent 
and requiring the States to furnish part of the cost of administration. 

11. Disallow sales taxes as a deduction in Federal income tax practice; if 
the deduction is retained, make it general and not conditioned upon 
certain technicalities in the tax law. 

12. Pay more heed to cost of compliance in framing tax laws. 
13. Extend the Civil Service coverage to include all personnel engaged in 

Federal tax administration. 
14. Consider the' provision of a suitable bond instrumentality for the invest

went of State and Local surplus funds during the war. This might take 
362 
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the form of a non-negotiable bond redeemable after the emergency or 
upon a showing of war-created need, and to be matched by the Federal 
Government if used for approved public works. I 

15. Continue and enhance co-operative efforts to improve State and Local 
accounting and reporting ; provide annual compilation of cost of govern· 
ment and total taxes. 

16. Expend more effort on Federal-State collaboration in the administration 
of overlapping taxes. . 

17. Repeal the automobile use tax, or, if it is retained, require receipt as a 
condition for obtaining a State licence. 

18. Further promote better uniform governmental accounting and reporting. 
19. Assume the responsibility of annual calculation and publication of the 

over-all cost of government and other fundamental fiscal data. 
20. Cultivate an attitude which regards States and Localities as partners in a 

joint enterprise. 

B. For Immediate or Future Actwn 
21. Develop in consultation with the States, standard rules for income and 

death tax jurisdiction ; develop suitable rewards for State compliance 
with these rules and other suitable procedures so that the Federal Govern· 
ment may serve as an umpire in multiple taxation disputes. 

22. Develop in consultation with the States rules of uniform income tax 
procedure ; promote the adoption of such rules looking toward single 
administration of a relatively uniform State and Federal income tax. 

23. Adopt a Federal-Collection-State-Sharing programme for the tobacco tax. 
24. Enact legislation providing for Federal incorporation of corporations 

doing an inter-State business. 
25. Provide distribution of welfare grants to the States through a graduated 

bracket system as suggested in the Connally amendment. 

C. For Future Action 
26. Abandon motor vehicle taxes to the States reserving the right to tax 

motor fuel used in aviation. 
2i. Inaugurate a thorough study of the cost of tax compliance and the 

burden of multiple taxation on inter-State companies ; reserve action on 
centralisation of business taxes until this evidence is available. 

28. rse a public investment technique (if necessary) to cope with post-war 
deflation and unemployment ; dual Budget ; creative public works 
(health, housing, nutrition and regional development) ; full liquidation 
of outlays. . . . 

29. Reduce repressiveness of the tax system by de-emphastswg busmess 
taxes and by equalising burden upon equity-financed companies ~ompare.d 
with those financed by means of indebtedness (through a parttal cred1t 
to the corporation for dividends paid out). 

3(1. Broaden Federal aid to include relief and elementary education. 
31. Broa<len the Social Security programme to include uncovered groups under 

1 Written before recent developments which <,over, to some extent, the needs of 
the ~tates. 
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old-age insurance and unemployment compensation. This would not 
only provide more equitable coverage but would also make possible some 
simplification of pay-roll taxes. 

32. Recognise a national minimum status for elementary education by 
provision of a differential (equalisation) grant. 

33. Provide controls which will ensure improvement in the division of 
educational revenues, local districting, and the quality of the educational 
product, at the same time ensuring against coercive interference with 
Local autonomy and minority views concerning education. 

34. Provide for Federal scholarships to ensure the adequate development of 
talent through higher education. . 

35. In the interest of simplification, repeal Federal liquor licence fees retaining 
licences where needed for administration. 

D. Contingent Action 
36. If a Federal retail sales tax is enacted, provide legislative implementation 

and administrative action to ensure the fullest co-operative use of State 
personnel and machinery. 

II. STATE GOVERNMENTS 

1. Negotiate with Federal representatives and collaborate in the develop
ment of a Federal-State Fiscal Auth9rity. 

2. Negotiate with Federal officials and Congress to inaugurate a programme 
for the elimination of tax-exempt securities in such manner as not to 
embarrass States and municipalities fiscally. 

3. Tighten property exemption provisions ; relax ceiling and uniformity 
requirements as to Local property tax levies; develop more adequate 
supervision of property tax administration. 

4. In collaboration with municipalities, refrain from demanding unreason
able war-time aid from the Federal Government, thus recognising the 
importance of Local independence. 

5. Apply surplus revenues, where possible, to the elimination of debt and 
the development of a reserve against war-time loss of revenue and post
war need for public works. 

6. When revenues will permit, allow Federal income taxes as a deduction 
in calculating State income taxes. 

7. Redouble attack on trade barriers, multiple taxation, and special induce
ments for the location of industry ; use of education, reciprocal agree· 
ments and inter-State compacts toward these ends ; pass legislation 
allowing credit to new residents for automobile licence taxes paid in the 
same year to other States. 

8. Collaborate with the Federal Government looking toward Federal arbitra· 
tion of jurisdictional disputes and joint determination and promotion of 
uniform practices in income and business taxation especially with regard 
to questions of jurisdiction. . · 

9. Further collaborate with th'e Federal Government in the joint administra· 
tion of overlapping taxes. 
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10. Adopt legislation on their own initiative that would make payment 
of Federal automobile use tax a condition for the receipt of a State 
licence. 

11. Mitigate the rotten borough system by providing more adequate repre
sentation for cities in State legislatures. 

12. Give more consideration to cities in the distribution of shared taxes, 
particularly motor vehicle taxes. 

13. Adopt enabling legislation that would permit cities to supplement the 
general property tax with a rental tax on occupiers. 

H. Adopt enabling legislation that would facilitate surplus financing during 
war-time. 

15. Adopt legislation requiring more adequate and more uniform govern
mental accounting and reporting. 

16. Cultivate an attitude that regards all Goverlllllents as partners in a joint 
enterprise. 

17. Collaborate with the Federal Government on a broader and more generous 
programme of Federal aids, accepting controls, but insisting that they be 
co-operatively applied rather than dictated. 

III. MuNICIPAL GovERN~ENTS 

1. Negotiate with Federal representatives and collaborate in the develop· 
ment of a Federal-State Fiscal Authority. 

2. Negotiate with Federal officials and Co~gress to inaugurate a progralllllle 
for the elimination of tax-exempt securities that will not fiscally embarrass 
States and municipalities. 

3. In collaboration with States, refrain from demanding unreasonable war· 
time aid from the Federal Government, thus recognising the importance 
of Local independence. 

4. Apply surplus revenues, where possible, to the elimination of debt and 
the development of a reserve against war-time loss of revenue and post
war need for public works. 

5. Broaden the property tax programme by supplementing the property tax 
with a rental tax on occupiers. 

6. Strictly interpret property tax exemptions. 
7. Inaugurate a thoroughgoing study of possible new sources of independent 

Local revenue. 
8. Study successful procedures for safeguarding reserve funds, and enact 

legislation needed for this purpose. 
9. Develop more metropolitan co-operation and the use of large metro· 

politan districts for financing functions of common interest. 
10. Emphasise raw-material-producing districts' claim upon aids and shared 

taxes because their tax base does not represent their contribution to the 
national product. 

11. Demand more equitable representation in State legislatures. . 
12. Demand more equitable distribution of shared revenues, particularly 

motor vehicle taxes. 
13. Provide for more adequate governmental accounting and reporting. 
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14:~ Cultivate an attitude which regards all Governments as partners in a 
joint enterprise. 

15. Prepare for collaboration with the Federal Government in a post-war 
public investment programme. 

16. Collaborate with the Federal Government on a broader and more generous 
programme of Federal aids, accepting controls, but insisting that they 
be co-operatively applied rather than dictated. 
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8Upport of their desire to withdraw frnm 
the Comm<~nweallh of AWitralia, 8 n. 

Cawnpore, supply of labour in, ISO 
Centralisation, and the Federal dilemma, 

1, 2 ; complete, favoured by some 

367 
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authorities, 237 ; danger of loss of Pro
vincial self-government due to, 82 ; of 
expenditure on relief, 248 ; of tax 
administration, 117, 225-26 

Cess, or surcharge on land tax, 194 
Chiiley, Mr., Commonwealth Treasurer, 

and three bills for uniform income taxa
tion, 117 ; and war expenditure of 
national income, 150 

Cities. See Municipalities, and under separ
ate names 

Clark, Colin, The Conditions of E~ic 
Progress, 108 n., 178 n. 

Clark, Jane Perry, The Rise of a New 
F ederalimn, 31 n. 

Coal output and reserves of India, 182 
Collection of taxes, by central authority, 

2, 112, 117, 125, 161, 164, 192; by 
provincial collector for Local Authority, 
193; by a single agency, 225-26; co
ordination of income tax. by improved, 
253-54 ; overlapping Local Authorities 
and, 47-48 

Commodity control to prevent inflation, 220 
Commonwealth Grants Commission, ap

pointed, 1933, 5-6, 115 ; conclusions from 
Reports, 237 ; enquiry into claims by 
States for grants, 115 ; fundamental 
principle laid down by, 105; on loans to 
States, 142; on secondary industries, 107; 
on sheltered and unsheltered industry, 
105-6; on variation of economic position 
of States, 105, 111. See al8o Reporl8 of 
Commonwealth Grants Commission 

Company Tax. See Corporations 
Competition for revenues, general problem 

of, 222-24. See al8o Intergovernmental 
Financial Relations ; Interstate ; Over· 
lapping. 

Concealed te.xes. See Hidden taxes 
Concurrent powers, 119, 225 : to levy taxes 

in Brazil, 244 
Conference of States' Premiers, 117, 118 
Consolidated Revenue Fund of Australia., 

119, 122, 127, 132, 137, 149 ; of South 
Africa., 157 

Constitution of Australia., 110-22 ; need for 
revision of, 120 ; Section 1 05A, 114 

Constitution of Canada., a.nd responsibility 
for social security, 83 

Constitution of the United States, 28-34 ; 
Amendments, 29-30; Roosevelt a.nd the, 

• 31-34; sections dealing with fina.nce, 
29-30 

Consulta.tive Committee of South African 
provinces, 158 

Consumption taxes, 49, 133, 196-97; 
recommenda.tions for improvement of, 
261-65. See aliio under name of f4:l: 

Co-ordination of public revenues and re· 
a.l!ocation of functions, 224-30 

Corporations, business taxes on, 258 ; 
Canadia.n excess profits tax and, 99-
100 ; complexity of present taxes on, 
258 ; concentra.tion of economic power 
of, 32 ; double taxation of corpora.te 
profits, 258 ; evasion of taxes on, 224 ; 
Federal Charter and, 230, 248; highly 
developed organisation a.nd taxes in 
British Columbia., 86 ; income tax, 42, 
43, 67, 97, 99-100, 132, ·133, 219; in
creased te.x on gold mining, 173, 17 4 ; 
opera.ting throughout the Federation, 
67, 258; supertax, 174, 219; tax allo
cated to Provinces, 158 ; tax collection 
by single authority suggested, 4, 5, 258. 
259; Trade Profits Special Levy and, 174 

Corry, J. A., The Federal Dilemma, 3 n. 
Costs, taxes based on, 13, 83, 197, 251 
Cotton, development of India.n industry, 

182 ; fall in imports to India. of, 184-85 ; 
ra.w, doubled tax on, 218 

Council of State Governments, 268 
Credits tax systetn, in United States, 16, 

228, 257 . 
Curtin, Mr., Commonwea.1th Prime Minister, 

and entertainments tax, 118 ; on legisla
tion on the Federal Constitution, 121 

Customs Duties, denied to States or 
Provinces, 3, 110, 118, 223 ; intersta.te, 
113 ; source of revenue of Centre, 43, 45, 
79, 95, 109-10, 133, 188, 197 

Dea.th Taxes, co-ordinated by a system of 
credits, 16, 228, 257 ; estate a.nd gift, in 
United States, 43, 45, 49 ; increase in, 
49, 17 4 ; on succession to agricultural 
land, levied by Provinces, 191; other 
than on agricultural la.nd, levied by 
Centre, 188, 192 ; recommended as tax 
levied solely by Centri), 82, 255 ; revenues 
from, 118, 119, 132, 133, 173, 174; 
summary of present position a.nd reoom- · 
mendations for improvement- of, 255-57. 
See aliio Estate Tax ; Inheritance Taxes ; 
Succession Duties 

Debts, public, and social security, 15, 83, 
91 ; as reflection of political and eco
nomic events, 61 ; changes in composi
tion of, 62-63, 101 ; "deadweight", 63 ; 
increase in Federal, 63 ; indirect, the 
guara.nteed security, 64-65; interest 
charges, 64, 87, 92, 114, 138-42, 147-49, 
213-14; net a.nd gross, defined, 64 n. ; 
productive, 147, 169, 211-14; sterling, 
repatriation of, 96, 171-72, 216-17; 
transfer of States', to Centre, 15-16, 
93, 114, 144; uniform policy between 
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Ft>deral Gu>t-mment and units nt't'ded, 
1.>-lti 

Dt't'entralisation, historv of Indian, 1~6-88 
Deductibility, e.xtt~nsio~ of principle of, 253 
Defence, Australian t-xpenditure on, 149-

Ut); Canadian expenditure on, 93-94; 
com in South Africa. 16i; expenditure 
of India for, 204, 20i, 218-19; rise in 
r nitt>d States expenditure for, 36, 68. 
f;a a/$o War 

Deticit budgeting. Set Budgets, deficit 
Ddkit financing, 61-64, 114-15, 140 
Dt'tlation during depression, 13, 23:!-33 
Detlarionary gap. 235 
De!!ressi•e tues, 9-10 
Delegation of powers, :!9, H-75, 110, 114, 

118-19, 240, :!;)4 
Department of )!unitions and Supply, 

work of, 94 
Depressilln, and re>olntionary changes in 

natiLinal investmt"nt policy, 232-33; 
cause of abnormal deficits of Australian 
States. 114-15; deficits as remedv for, 
61, tl3, 140, ~e al.!o Pump-pri~g; 
effects of, in Prairie Provinces, 7l-i2; 
expenditUI\"s during, 56-57, 8i, 90-91, 
l:!:!-:!5, 195; leading to Xew Dt>al, 65; 
priet', South Australia rulnerable to, 
ll4; role of taxes in, 13. 122-25, 12i, 265 

Developmental ~rnces, growth of expendi-
tures for, 245-49 

Devolution in India, 186 
Dominion )farketing Board, i-l 
Dt1minion-Provincial Conferences, 9:!, 241, 

2!)8 

Eccles, )Iarriner S., and Federal control of 
income and inheritance ta.xes. 4-5, 8 

Education, {'{'Onomic value of. 248; grants. 
in-aid most important for, 22i; )funicipal 
and Local expenditure on, 59. 88. 20i ; 
n~ for reform in India of. 207-10; 
Provinces responsible for, 143, 155, 
l:i6; standards in, 19, 167-68, 208-9. 
See alao Schools 

Employment, budgeting for, 235-37; 
national in•estment policy and, 232-34. 
Sa a/,<o Cnemployment 

Employment and Social Insurance Act, i4 
Endand. Se~ Great Britain 
Ent~rtainments Tax, Commonwealth takt.>s 

o>er from States, 118-19; on motion 
pictures. new Canadian, 101. See also 
Amu>emt>nts Tax 

E>tatt' Tax. credit svstem for, 257; how 
levit>J in rnited States, 2.'i5: problems 
in l'anadian len- of, :?J6. Set a/,<o Death 
Taxes; Inheritance Tax; SucCt'asion 
Dutil'S 

Exce$ Profits Tax, British model modified 
for India, 218; combined with Trade 
Profits Special Lery, li4: rates for, 99-
100, 1 i4, 219; revenues from. 66, 150; 
values of, 13, 259 

E.xcess Profits Tax .-\ct, 99-100 
E.xcise Tax, great importance of, in 

Australian economv, 109-10, 111, 115, 
llS-19, 133; lesse~ing importance of, 
3, 49. 101; power to lery, 29. 157, 
187, 188, 19:!; revenues from, 43, 45, 79, 
95, 197 

Exemptions, death or estate tax, 25i ; 
income tax, 99, 189, 252; property tax, 
:?til ; to attract industries, 229, 23:! 

Expe~s of Go•emment, 222-23 
Exports, of Australia, 105-6; of Canada, 

70; of India, 184-85; of South .-Vrica, 
151-5:!; of United States, 25 

Facing the Tax Problem, a Surve\·, The 
Twentieth Centurv Fund, 37 11.: 43 n., 
45 n., 232 n. • 

Fadden, A. W., TreasUI\"r Australian Com
monwealth, on uniform income taxation, 
116 

Familv endowment svstem, 143 
Feder~! Charter, adrised for incorporation 

of companies, 230, 248 
Federal Government, busineas tluctuations 

and, 258-59; debt policy of, 15-16, 61. 
91, ll4, 159, 169, 213-17; dynamic 
quality of, 2:!5, 267 ; etit>ct of policies on 
business, 32-34, 64, 65, JjO, 151-53, 168, 
181-85; functions and powers, revolu
tionary changes in, 229-30; owrlapping 
Federal and State ta.x powers, 66-67, 79, 
87, 132, 224. 251-5-l, 258, 2ti2-ti3; 
policies, 31-34, 63, 86, 99, 1:!1, 153, 158-
159, 1 i3. 189-90, 230; post-1\"ar financing 
of, 233-34; predominance of, unnecessary 
after war, :!49 ; principal taxes of, 45, 73, 
82, 118-19, 192; proportion of .Federal, 
State and Local expenditUI\"s, 2, 36-37 ; 
role of, 238-39 ; tax system, 43-45, 
256 

Federal sntem, chantte in India from 
Ct'ntrali...:ation to a, lStl-88; collapse of 
division of powers in a, 91 ; co-operation 
between Guvemments, 268; economic 
balance in a, i -8 ; functions cannot be 
sharply divided in, 16, 2:?3, 241-42; 
modilit>d character of, 120, 155 ; n~ for 
flexibilitv in, 10.3, 246-48; predominance 
of Cent~ in, 1-2, 95, 161. 2~6. 2:!8; pur
pose of grants in a, 14, 31, 105, 119-20; 
rigidity and inelasticity as defects of, 
•H4 •Jolt) 

Fed~~jj;m, & new co-operative, 3, 31, 242 
2B 
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Federal-State Authority, and overhauling 
of death taxes, 257 ; functions and duties 
of, 240-42, 268 ; ideal to handle retail 
sales tax, 265 ; recommendations for a, 
239, 268, Appendix II 

Financial Agreement Act, 1928, 113 
Financial Authority, research on economic 

and financial problems by, 235, 240, 259, 
268, 269. See al8o Federal- State 
Authority 

Financial history of Commonwealth, periods 
I-IV1 112-22 

Financial recommendations, budgeting over 
business cycle, 235-36 ; grantS, 226-27, 
248 ; public debt taxation, 248, 267. See 
aU!o under separate tau8 

Financial relations, conclusions on the 
general problem of, 237.42 

Financial Relations Act, 1913, 157 
Flexibility and elasticity in financial struc

ture, 13, 105, 190, 241, 246-48 
Florida, default on debts by, 64 ; high 

revenue from gasoline in, 46 ; a taxless 
paradise, 229, 232 

Food Grains Control Order, 220 
Foodstuffs, surpluses in South Africa, 171 ; 

tax on vanaspati (vegetable fat), 219 
Foreign trade, changes in direction of 

Indian, 184-85 ; importance of, to South 
Africa, 151•52 

Frankel, Professor, Capital Investment in 
Africa, 151, 152, 153 ; ·and national 
income figures, 160 

Free trade, and Federal Constitution of 
United States, 23-24 

Gasoline Tax, 43, 46, 101, 115, 263. See, 
. aU!o Petrol Tax 

General Property Tax. See Property Tax 
Georgia, high revenue.from gasoline in, 46 
Germany, centralisation of finance in, 228; 

full employment and expansion of bank 
credit in1234; Matricular-Beitrage grants 
in, 225 ; war expenditure and national 
income of, 17 5 

Gift of $1000 millions from Canada to 
· Britain, 96 

Gift taxes, 43, 45, 255. See alao Estate Tax 
Gladstone, Mr., on direct v. indirect taxa

tion, 11 ; on United States Constitution, 
17 

Gold, influence of, on South African eco. 
nomy, 151-52 

Government, borrowing policies, 15-16, 61· 
64, 142, 149·50, 159, 169, 213-14; Centre 
taking over increased sector of economy, 
1·2, 95, 161, 211; competition among 
co-ordinate units, 229-30 ; financial 
policies and business fluctuations, 258-

259 ; financial powers of each layer of, 
in .South Africa, 155-59; revolutionary 
changes in Canada in role of all layers of, 
75· 76, 86-87 ; rising cost of, and com
petition for revenues, 1, 76, 222-24; role 
of each layer of, 237-42 ; sharing of 
revenues between layers of, 225·26; 
taxation policy in peace and in war; 236 

Government expenditures, affected by 
monsoons, 178 ; causes of increase in, 
245-46 ; high on secondary functions, 
143; ·in two-budget system, 236; of 
Australia, 138-44; of Canada, 87-91, 96; 
of India, 204-11 ; of South Africa, 164-
168; of United States, 52-60 

Government of India Act, 1935, 6, 183, 
188, 189 

Grading. See Marketing 
Grants, conditional, defects where lack of 

objective standards, 74-75; emergency, 
to wheat industry, 71 

Grants-in-aid, advantages and disadvan
tages of, 226-27 ; Dominion subsidies 
replaced by national adjustment, 93 ; 
for educational purposes, 51, 59, 167, 
227; for highways, 51, 59, 111, 143; for 
old-age pensions, 52, 111 ; for unemploy. 
ment relief, 51, 59; from Commonwealth 
to States, 111, 115, 119, 140, 143; funda
mental principle of Commonwealth, 105 ; 
growth of social services leads to growth 
of, 55-57, 227 ; intergovernmental, in 
United States, 50-52, 55-57 ; reviewed 
periodically, 93, 231 ; to Indian Pro
vinces, 192 ; to States, based on income 
tax collections, 117. See alao Subsidies 

Graves, W. B., "Future of the American 
States", A mer. Polit. Sci. Rev., 34 n • 

Great Britain, curtailed consumption in, 
for war expansion, 69 ; expenditures as 
percentage of national income of, 175; 
expenditures in India by, leading to 
inflation, 220 ; gift of $1000 millions to, 
96; Indian trade with, 184-85; muni· 
tiona output, 1943, in, 20; national 
income of, 20-21, 25-26; post-war 
. industrial possibilities for, 185-86; re· 
patriation of Indian sterling ~ebt, and, 
216-17 ; suspension of Australian war 
debt by, 115; trade with Canada., 71; 
wage rates in, 20 ; war expenditure of, 27 

Groves, Harold M., Financing Government, 
223n. 

Gulick, Professor Luther H., and Enquiry 
into tax system of United States, 5 ; 
Education for A merimn Life, 228 11. 

Hartsen, Fiscal Policy and Business Cycle~~, 
3211. 
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Har~a"l"t>S, H. Walter, "The Guaranteed 
Se<-urit"l" in Federal Finance", Jour. 
PoliJ. EW'Il., 6511. 

Harris, J. P., The Future of FeJ.aal GraiiU-
in-Aid. 3111. 

H!'alth, Public, 143, 164, 236 
H!'alth Insurance, 264 
Hidden taxes, 11-12, 82, 258, 263, 265 
llighways, expenditures on, 51, 58, 60, 87 ; 

financing of, 263; r. railways, problems 
of, in CanM!a., i2. See auo RoM!s 

Hitch, C. J., Am~riro's Economic Strellljth, 
20 x., 22 11., 24 n., 32 n. 

Hofmen, J. H., Minister of Finance, on 
gold-production, 152; on South African 
financial policy, li3; on taxation 
burden, 160 

Housing, South African municipalities' 
schemes for, 156; Cnited States Federal 
Housing Administration, 3 ; yields social 
profit, 236 

Hubbard, SorieJ M~y and Finance, 239 n. 
Hughes, the Rt. Hon. William, K.C., on 

the States' pretensions to sovereign 
powers, 120 

Hyde Park Agreement, 1941, 95 

Illinois. cost of go"l"ernment in, 48 
Ilsley, the Hon. J. L., on inflation, 102 n. 
Incidence and shifting of taxation, 11, 191, 

2J1, 258, 261, 263, 265 
Income, as faNor in ability t<l pay, 117 ; 

IIH•rage, for the world, 108; distribution, 
and depression in Canada, i2 ; great dis
parity in Indian, 180-81 ; national, see 
~ational Income; unequal distribution 
of, in Cnited States, 32 

Income Tax, as alternati"l"e to compulsory 
sa"l"ings. 217; as best form of taxation, 
13. ~25, 251-52; Canadian, progressive 
and regressi"l"e, 79, 101 ; federal control 
of, 4-5, 82. 117, 224; highest, in the world, 
79 ; methods re<'ommended for co
ordinating, 2:!4, 252-54; Pronnrial (or 
State), 42, 46, 119, 158, 189-91, 253; 
ratt's of, i9, 81, 99, 173, 174, 217, 
219; uniform, in Australia., 5-6, 116-118. 
~ee auo Corporations ; Personal Income 
Tax 

Income Tax Exl"mptious, anomalies in 
Canada, :!52 ; for marril'<i persons, 99 ; 
on agritultural incomes. 152, 189, 191; to 
attrad industrit>S to States, 229, 232 

J ndia. conditions go\'erning Indian finance, 
I iti-t\6; debt charges of, 2ll-15; effect& 
of war on the financial system of, 217.21; 
financial system of, 186-94; gon~rnmental 
renonues and expenditures, 1!!4-221; local 
E"xptonditures of, 210-11 ; natural re-

sources of, 182-83; public expenditures, 
204-10; repatriation of sterling debt of, 
216-17; self-go"l"ernment offer, 1942, 6 

Indian Statutory Commission, Report.<!, 
187 n., 189n., 191 n., 193 n., 209 n., 
210 II. 

Industries, claims of primary and secondary, 
in Australia., 105-7; development of 
Japanese, 183-84 ; financial repercussions 
due to war-time reorganisation of, 150; 
growth of Indian, 179-80, 183, 220; 
large foreign capital investments in 
South African, 152-53 ; manufacturing, 
basis of United States economic strength, 
17-18 ; methods of attracting, 229, 232 ; 
post-war changes necessary for British, 
185-86; unsheltered, 105-6 

Inflation, commodity control t<l prevent, 
219-20; heavy taxation t<l prevent, 69; 
prevented by cancellation of repatriated 
stock, 173 ; surcharge on incomes to pre
vent, 217; war-time production without, 
94-95, 102 

Inflationary gap, 102, 235 
Inheritance Taxes, 4-5, 228, 255. See aka 

Death Taxes ; Estate Tax ; Succession 
Duties 

Insurance, Health, 264; Social, contribu
tions, 49; Cnemployment,4, 37, 74,264n. 

Intangible personal property, 256, 260 
Intergovernmental financial relations, busi

ness tax problems in, 258-59; conclusions 
on the general problem of, 237-42; con
clusions, main, of whole Enquiry, 266-
269 ; consumption tax problems in, 
261-66; death tax problems in, 255-57; 
income tax problems in, 251-54; need for 
revolutionary change of outlook, 240-41 ; 
policy and public exptonditnres in, 245-
249 ; policy and specific taxes in, 249-
266; property tax problems in, 260-61 ; 
specific problems of, 16, 243-69 

International trade, Australia's economv 
dependent upon, 109-10; importance ~f 
in Canadian economv, 70-71; of United 
States, 24-25 • 

Interstate competition, '' sectionalism " 
and, 19 

Interstate relations, problems of, 224, 229, 
230-34,256 

lnt<-rstate trwe, 22-24, 74, 105-7, 229 
" Invasion " of States' field of taxation, 

lll-12 
Investment policy, national, 232-34 
Investments, affecti'd by taxation on costs, 

83 ; foreign, in South Africa, 153 
Irrigation, financially productive t<l Pro

vinces, 213; Indian debt charges due t<l 
financing, 211. See also Barrage 
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Jamshedpur, l~>bour supply plentiful in, ' 

180 ; steel production ~>t, 182 
J~>p~>n, industrid development in, 183 

Key, V. 0., State Legislation Facilitative of 
Feiferal Action, 3 n. 

Kook, M. H. de, The Economic Developmem 
of South Africa, 154 n. 

La Commission des Assurances Sociales de 
Quebec, 92 

Labour, subsidised by tariffs, 106; supply 
in India, 180, 183 

Land Taxes, 118, 119, 191, 197 ; cess or 
surcharge on, 194; on profits from. sale 
of land, 174 

L~>yton, Sir Walter, on ~>ssigning a propor
tion of income tax revenue to Provinces, 
189 ; on Indi~>n revenue system, 188 

Lend-Lease and Hyde Park Agreement, 95 
Liquor Tax, as tr~>de barrier, 232; for all 

layers of government, 262 ; non-existent 
during Prohibition, 4 7; revenue of Centre 
from, 45, 157; States' revenue from, 46,49 

Lo~>n Council, 5, 113-14, 116, 150, 237 
Loan Fund,-Commonwealth, 119, 127 n. 
Loans, Government, as major part of war 

expenditure, 149-50, 172, 173 ; Centre 
assumes provinci~>l, 159, 169 r interest
bearing, 213 ; ratio to t~>xes for w~>r 
expenditures, 69 ; unproductive, 142. 
See also Debt, Public 

Local Governments,· and the gre~>t depres
sion, 34-36 ; comparative unimportance 
of, in Australia, 133; debt, 64; expendi
tures, 37, 40, 59 ; grants to, 50-52, 55, 
193; multiplicity of, 47, 60; need of 
reorganisation of, 193-94, 210-11, 230, 
260-61; property tax and, 40, 47, 66-
67, 223-24, 260-61 ; Provinces or States 
entrusted with customary powers of, 137, 
155-56; reduction of debts and expendi· 
tures, 60 ; regressive taxation of, 48 ; 
taxation, 37, 40, 47, 66, 193, 224, 260. 
See also Municipalities 

Local Governments Acts, 1888 and 1889, 60 
Louisiana, severance taxes in, 46 
Luxury Tues, 261 

MacDonald, A. F., " Federal Aid to the 
States: 1940 Model", Amer. Po!it. Sci. 
Rev., 31 n. 

Manitoba, evolving Ontario-type economy, 
71 ; revenue system of, soundest in 
Canada, 85 ; suggested postponement of 
Royal Commission Recommendations, 92 

Margarine Tax, as trade barrier, 232 
Marginal industry, 83 
Marginal theory of value, and taxation, 10 

Maritime Provinces. See unifer separate 
heads 

Marketing, boards,-74; concurrent powers, 
22-23; Natural Products Marketing Act, 
74; regulation of prices, 74-75, 94, 152, 
184 

Marshall, Professor, Principle<~ of Eco
nomiCIJ, 181 n. 

Matricular-Beitriige, 225 
Maud, City Government, the Johannesburg 

Experiment, 155 n. 
Menzies, the Rt. Ron. R. G., K.C., on 

Australia as a more unitary form of 
government, 120 

Mill, J. S., on Government expenditures, 
245 ; on progressive taxation, 9 

Mills, Professor R. C., on Committee to con
sider uniform income taxation, 6, 117 

Milner, Lord, and advantages of customs 
union, 154 

Mining, importance of, in South African 
· national income, 161 
Mississippi, default on debts by, 64 
Mitchell, K., Japan's Industrial Strenglh, 

184 n. 
Monetary policy and full employment, 234. 

See also Federal Government, policies 
Montagu-Chelmsford Report, 186 
Motor Vehicles Taxes, 43, 46, 101, 158, 263 
Municipalities, debt charges of, · 168; 

expenditures of, 88, 156, 167, 168, 210-
211 ; Provincial responsibility for tax 

.arrears, 194; revenues of, 47, 83-85, 156, 
164, 194; st~>bility in finance of, 95 

National adjustment grants, 82, 93, 252 
National Defence. See Defence; War 
National Defence Advisory Commission, 28 
National Employment Commission, 92 
National Income, decline in, 21, 32, 34, 83; 

definition of, 19-20 ; distribution of, 23, 
27, 161; effects of t~>xation on, 2, 68, 83, 
251, 252, 256; explanation of high 
American, 22 ; nationd disparities in, 
2, 20-21, 107-8, 178-79; regional dis
parities in, 21-22; taxation based on 
costs instead of surpluses affecting, 13, 
83, 251 ; war expenditure increases and, 
25-27, 37-39, 150, 161, 171, 175, 207 

National Investment Board, suggestion for 
a, 237 

National investment policy, 232-34 
National Recovery Act, 33 
National Roads Act, 1935, 159 
Native pass fees collected by Union only, 

157 
Natural Products Marketing Act, 74 
Nevada, forgoes estate tax, 46, 228, 255 ; 
. representation in Senate, 19 · 
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Xerim. Allan. and Commage-r, Ht'nry 
:"teele. America: Tht Story of a Free 
Pwph. 33 n. 

Xf'w Bruns'lliC'k and real property taxation, 
~j 

Xew Dt-aL :!. :!9. 31. 39, 56; Bennett's., i4 
Xew Je~y. debt charges in. 64 
Xew r L1tk. City. failure of property tax in, 

:!t\(1 : retail sales tax in, 2t\3 
Xew York, State, debt charges in. 64; 

highways re;ponsibility, 48; layers of 
loc-al gowmment in. 48: most progress
in> taxation of all r.s. States in, 46; 
numl)('r of taxes. 7. 66: o~erlapping tax
in!! jurL<dictions in. 47: representation 
in SenatE", 19: taxes in. 46. 66. :!6:!-63 

Xewcomer. Dr. ~label. on pay-roll tax. 45; ' 
Ta1·ation and Fisml Policy. 3 n., 40 n., 
45 n .. 4i 11 .. 66 n., :!3:! 11. 

incidence relatin• to. II. :!51-5:!; short
comings of, 10. :!51. :!53 n.; States 
le;ying, 46, 133, 158. :251, 254; sur
charge on, li4. 190-91, 217, :!19; 
surtax on, 190-91 

Petrol Tax, 1i5, 218. See aJSQ Gasoline Tax 
Pietermaritzburg. compensation to, 159 
Plumptre, Central Banking in the British 

Dominions. 100 11.; JiobiliziTI{/ CaTUida's 
REsaurm for Tr ar, 94 n., 102 n. 

Police. responsibility for expenditures on, 
167, lSi 

Poll Tax. dwindling of, 45 ; small, levied by 
municipalities, 85 

Poor Relief. Dominion responsibility for 
unemployment and, :!48 ; irregular, 
156 ; sales tax a lew for, 265 : State 
responsibility for, 1 i3, 155. See also 
Social Serrires 

Post-\rar RE"Construction. See RE"Construc
tion, Post-War 

Xieme\·er, Sir Otto, and Round Table Con
fe!'E'~ces. 1936. 6: lndia11 Financial 
E'l'luiry, a Report. 190 11., 191 tl.; on 
su J:.sidies to Pro~inces. 19:! 

Xon-tax re>e-nues. ~1. 49-52. 133. 134, 156-
l5i. 197 

i Prairie Pro~inces. depression and the, 71-
7:!. See also under Alberta; Manitoba; 
Saskatchewan 

Xo•a Scotia. and the depression. i:!: 
inrom!' tax in, 79; low taxable rapacity 
of. 85 

Oklahoma. SE'>erance taxes in. 46 
(tld-.-\c-e Pensions. rontrihutorr s~stE"m. 

\13:, expenditures on. 57, Ill: U!!. 138. 
143. 16.5, :!04; phenomenally high in 
California. 231 ; surplus rewnue used 
for. 11:!. l:!i 11. See a/SQ Social Sernces 

Ontario. tax policy in, 81. 85: type of !'CO· 

nom~. 71 
O•erlapping. Fe-deral-State Authority to 

remffiy. 268 ; tax juril'dictions. 3. 16. 
4i. t\ti-6i, 81; taxes. 3. 66-6i. :!:!4. :!:!9, 
~.'il-.'i4. 256, 258. :!6:!, 263; un!'mploy
mt'nt relief. :!4S. 

Pav-a.•·\·ou-eam. 99 
T'a~-roll Tax. 9. 45. 49, 6i, 150. :!65-66 
Pf~n,;yl•ania.low debt chargE'S in. 64: Tax 

Institute. and definition of a tax. 50 
T'rnsions. capitalisinjZ liability for, :!li. 

Sel a/SQ Old-.-\ge Pensions 
Per mplta payments to 8tates from C'om

m(\flwealth. 112-13 
Personal Inc:-ome Tax. avoidance and 

t"r&..<ion of. 2~9. :!3:! 11.: best form of 
taxation. 13. ~:!J. :!.51; t>xemptions, 99, 
I ~!l. :!.'i:!; Ft'lit>ral and State. 4. 5-6. 41-
4:.!. 81-s~. 93. 116-Is. I~s. :!51. :::33-54: 1 

muni<'ipalitieo; leoying. 81. 194: rateo; of. 
1:4 : role of. durin~Z pro;;perity and , 
ensuing cri·i~. 10, :!36: ~hifting and 1 

Premiers' Conferences. 6, 111, 118, 268 
Prince Edward Island, high Federal suhsidv 

to. 85 ~ • 
Private enterprise !', State routrol and in

~estment. 233-34 
Prirul'ge Taxes. 258 
Profits from sale of land. tax on, 1 i4; 

normal or standard. 259 ; taxes on, 99, 
258-59; Trade Profits Special Le.-y, 
1 i4; undil'tributed. tax on, 43. See 
also Excess Profits Tax 

Progressive taxl"s. compared, 249-57 ; de
tined. 9-10. 12; effect on U.S--\. reT"enue 
sntem. 43-45, 49 ; effects on .-\ustralian 
States' revenues. 133. 134; income tax 
ratE"ssteepened.190-91; war expenditure 
leads to Ie-rying of more. 150, 173 

Property, Church, and taxation in Queber, 
85 ; transfer dutv on fixl"d, 157 

"Property and C'i~ Rights in the Pro
mces '',clauSE' of British Xorth America 
Act, i4 

Property Tax, analysis of. and ri'COmmenda. 
tions for improwment of. 260-61 ; assess
ment. 156, :!60: exemptions, 85, 261 ; 
!!l'"ants to lightE"n burden of local, 226, 
:!Ill ; largest single solll'<'e of revenue, 
43, 4i. :?60; local re>enu~ from, 3. 40, 
43. 4."i-48. 66-6i. 133. 156, 197; Pro
mdal or Statt> re~enues from, 46, 49. 
66. 85-86, 133. 19i; regressive nature of, 
4S. 133; relinquished by P.S . .-\. States 
to Local.-\uthoritit>s. 66-6i. :!:!3-24 

Prnpo..<als for India" Constitlltional Reform 
(\\'Lite Paper, 4:!t\S, 1\133), 189 n. 
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Protection policy, Australian, 106-7, 109; 

to manufacturing industry in South 
Africa, 152 

Provincial autonomy, financial proposals, 
226-32 ; recommended in preference· to 
centralisation, 237-40, 249 ; social service 
development through, 227 

Provincial Finance Commission, 1933, 6 
Provincial Premiers' Conference, in Canada, 

92, 241, 268 
Provincial Subsidies and 'faxa.tion· Powers 

Amendment Act, 1925, 158 
Provincial trade barriers, 106-7 
Provinces. See Government ; States (or 

Provinces) 
Public Debt. See Debt, Public 
Public Health. See Health, Public 
Public Revenues, co-ordination of, and re• 

allocation of functions, 224-30 
Public Utilities, as part of revenue system, 

9 ; as potential source of revenue for 
. Local Authorities, 260 ; as source , of 
municipal revenue, 194, 203 ; mixed 
State and Local Government control of, 
134-37 ; receipts lessen preponderance of 
property taxation, 4 7 

Public Works, 34, 39, 58, 87, 168 
Public Works Administration, 34 
"Pump-priming" theory, 33, 36, 39, 63 
Pyramided ta:x:es, 82, 265 

Quebec, economically allied to Sas· 
ka.tchewan, 71 ; income tax in, 79 ; low 
per capita debt in, 93; unique position of 
Church and taxation, 85 

Railway and Harbour Fund, 156-57, 169 
Railways, and agricultural policy in South 

Africa, 152; annuities, 216; .Canadian 
National, 71, 72, 96; Indian, source of 
revenue for Central Government, 184, 
197, 211, 213. See also Transportation 

Real estate, assessment probiems of, 156, 
256 ; exemptions from tax on, 85, 261 ; 
protests against burden of taxes on, 256 ; 
provinces allocated tax on, 158; tax on, 
46, 85, 132, 133, 191, 197 ; taxes offered 
for relief of, 86 ; taxes on transfer of, 
157. See also Land Taxes; Property 
Tax 

Reconstruction, Post-War, fund for post· 
war Indian industry, 220 ; increased 
importance of Commonwealth in plans 
for, 121-22 

Reconstruction Finance Corporation, 56, 64 
Recovery, business, 232-34, 258 
Regional income. See National income 
Regressive taxes, consumption taxes are, 

261 ; defined, ·9 ; effect on Austra.lian 

revenue system, 132-33 ; effect on 
Canadian revenue system, 79, 82 ; effect 
on Indian revenue system, 196-97 ; 
feature of Local Government revenue 
systems, 48 ; percentages of, 79, 82, 132-
133, 164; slight predominance of, in 
South African revenue system, 164 · 

Relief, lack of schemes for, in India, 204 ; 
responsibility for, 51-52, .56-59, 73, 74, 
91, 92-93, 143; 156; social security and, 
57, 68, 74, 87, 143. See also Poor Relief; 
Unemployment Relief 

Repr.rrt of Royal Oommission on Dominion· 
Provincial Relati0118, 3 n., 10 n., 14 n., 
75n., 79 n., 83 n., 87 n., 237, Appendix I 

Reporta of Commonwealth Grant8 Oommis- · 
&ion, 5, 105 n., 106n., 107 n., 112 n., 
115n., 142n. · 

Research, 235, 240, 259, 268, 269 
Retail Sales Tax, General, 263-65 
Rigidity in tax structure, 224, 226 
Roads, and railways, eompetition between, 

72 ; control of Centre with regard to, 
159 ; inefficiency of New York responsi
bility for rural, 48 ; outlays on, yield 
social profits, 236 ; variation in responsi· 
bility for, 87-88, 98, 134, 143, 211 

Roos, Mr. J. de V., Chairman of Provincial 
Finance Commission, 1933, 6 

RooseVelt, F. D., and Acts to make worker 
more secure, 33-34; and the Constitution, 
31-32; anddefl.citfinanoing,63-64; useof 
presidential position to secure legislation, 
34 / 

Rosinger, L. K., Japan aa an Economic 
Power, 184n. 

Royal Commission on Dominion-Provincial 
Relations, important recommendations 
of the, 92-93 ; on centralised responsi· 
bility for unemployed, 248 ; on persona.! 
income taxes, 82,252; reason for appoint· 
ment of, 3-4 ; recommendation that 
provinces withdraw from corporation 
taxation, 259 ; Report of, see Repr.rrt of 
Royal Oommission on Dominion-Pr?· 
mncial Relati0118 

Sales Tax, as revenue producer, 46, 79, 86, 
96, 113, 196, 197, 263-64, 265; efficiency 
and equity of, 261, 263-65 ; estimated 
cost to rich and poor, 82, 265 ; form of 
excise tax levied by Commonwealth, 111, 
115, 118 ; munioipal revenues from, 96 ; 
regressive in effect, 82, 261, 265. See also 
under specific name of !11.1: 

Salt Tax, 192, 197, 218 
Saskatchewan, economically allied to 

Que bee, 71 ; income and the depression 
in, 72, 86 ; income tax in, 79 
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8nin11~. compul-ory, as alternative t.o 
incomt> tax, ~17; inade-quacy of volun• 
tary, 173; low \\"&f sa'l"ings aiding 
intlation. 219; part of income tax tree. ted 
a.s compulsory, 99; progressin tax 
systt>m bearing hea'l"ily upon, 9 

Schools, expt'nditurt"S on, 59, 88, 167-68, 
207-8. Stt a/.so Education 

Scullin, Right Hon. J. H., on C-ommittee 
to consider uniform income taxation for 
Commonwt>alth. 6, ll7 

Sort ionalism, 19 
&rurities guarantood by Gon•rnmt>nt, 6-!-65 
&Iigman, Professor E. R. A., on changing 

function of law•rs of Government, 16; 
on drift t.owa~ls Cl'ntra.lisation, 16; on 
propt>rty tax, ~60; on suppl('ments, 2~6; 
Tht Co-ordination of Public Rmnuu, 
Economic Es..'lllvs in honour of Gustav 
Cassel. 2:?6n. • 

&•nate Document Xo. 69, 78th Congress; 
Rt•port of Spt'Cial Committe-e on Ini.er· 
gmv>rnmen«U Fiscal Rclaiioll.9 in IM 
Cnitro Stales, 2::!3 n., 227 11., ::!31n., 237, 
241 11., 248 11., 253 II., 2.)4 II., 257 II., 

2[>ll n., 262 11., 263 11. 

Shifting and inddt'noo of taxation, 11, 191, 
251, :?.i6, 258, 261, 263, 265 

Shipping and the effect of war on Australian 
t:ot•onomv, 109 

Shirras, G. Findlav, XaiioMl bu:cmt, Rev. 
btlunai. I nst. Siatlstiu, 178 n. ; Por'l!ri!J 
and Kindrt'd Ecc110mic Problems in India, 
179 "·; Sti~nct of Pt~blic Finanu, 37 n., 
179 II., 239 II., 256 II., 265 II. ; TM 
Burdr11 of British Ta.rotion, xiii 11., 50 11. 

•· Silw•r '' States, effect on financial policy 
of. 19 n. 

Singt'r, H. \\'., TM Germa11 lrar Econcmy, 
175 "· 

Sixte-enth Amendment, 30 
Smith, Adam, and progressi'l"e taxation, 

10; on inequality of taxation, 243; on 
tax justioo, 12; WtaUA of ~'ntioM, 3 11. 

Social Soourity, evolution of, shatters old 
division of powers in Canadian Feder&· 
tion, 91 ; family endowment for, 143, 
143 "· ; mea.slllt'.S, Federal expenditure 
on, 56-57: a national problem, 230, 245, 
248 ; responsibility of States or Pro· 
vin('{'s for. 51, 83, 85 

Social Security Act, 1\):J;), 2, 9, 33, 67, 228 
Social &'r'l"i('l{IS, and relation to borrowing, 

15; t"Xpt>nditure on, 51, 56, 87, 91 "·• 
143, 204, 24-5-49 ; exp<>nditure regarded 
a.s dt>vt>lopmental, 15, 57. S~t al.so 
:Eduration: Ht"alth, Publir: Old. Age 
Pensions; Poor Rt'lit'f; Relit.>f; l'netu· 
plo~·ml"nt R<'iief 

South Africa, Govt'rnment revenues and 
expenditures, 159-68 : high foreign in· 
vestments in, 153; national economy, 
151-53; public debt, 169-71; South 
Africa Act, 154·59 ; tax structure a.s 
affected by the war, 171-75 

South Africa Act, 1909, 154-59 
South Australia. vulnerability t.o price de

pressions of, 104 
South Dakota, high dt>bt charges in, 64 
Spedal Committee on lntt'rgovt"rnment.al 

Fiscal Relations, on oontral collecting of 
death taxes, 257 ; on Federal assistance 
for unl'mployment, 248 ; on ft'deralisa
tion of busint"&! taxes, 259 ; on fiscal 
indl'pt>ndenoo, 223 : on grants-in-aid for 
t>ducation, 227 ; on joint administration, 
2..'14; on multiple taxation, 231 ; need 
for, 5 ; on public officials regarding 
government& system as a unit, 241 ; on 
revolution in financial thought, 239 ; 
on stock transfer tax, 262 ; recommends 
a Fedt>ral-State Authority, 239, 240, Ap. 
pt>ndix II ; recommends no one plan 
of complete co-ordination for Federal 
financial system, 267 

Spending, Government. See Government 
expenditures 

Spooner, Mr., on Committee t.o consider 
uniform inrome taxation for Common· 
wealth, 6, ll7 

State control and investment v. private ·en. 
terprise, 233-34 

States (or Provinces), abnormal deficits of 
Australian, due t.o depression, ll4-15; 
and local tax powers and authorities, 
134, 226; and protection policy, 105·7, 
229, 232 ; a.s progressive t>lement in 
Australian revenue system, 132; changes 
in taxes levied by, 4.5-46, 49, 86·87, 111, 
157-58; debts and debt charges of, 4, 
ll4, 140-42, 169, 213-14: distribut.ion 
of functions of, 16, 71, 134-37, 156, 167, 
230; expenditures compared with those 
of central authority, 36, 71, 96, 138-40, 
204 ; grants t.o Local Authorities from, 
47, 133, 226; income tax, 5·6, 46, 81, 
133, 189, 2:!5, 251·54; maldistribution of 
wealth amongst, 231; marginal, of 
Australia.. problems of development of, 
104: overlapping Fedt>ral and State tax 
pow~rs. 3, 16, 67, 81, 2::!4·25, 262; 
O\"erlapping Local a.nd State tax powers, 
47, 66, 260; problt~ms of intt-rstate rela. 
tions, 230-34; propt>rty tax relinquished 
in U.S.A. to Local Governments, 46, 49, 
66-67. 223-24, 260; sharing revenut's, 5; 
ll3, 19:!; social security responsibility 
and, 51, 83, 85; SOUI'i."X'S of revenue of, 
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9, 45, 46, 52, 85-86, 133, 158, 191, 258 ; 
stability in finance of, 95 ; subsidies and 
grants from Centre to, 2, 4, 71, 111, 133, 
155, 157, 161, 192, 226,27; supplements 
added to taxes levied by Centre, 225-26, . 
259; tax distribution, 43, 46, 49, 73, 74, 
ll1, 119, 156-58, 191-92. See also 
Government 

States Premiers' Conferences in ,Australia, 6, 
lll, 118, 268 

Sterling debt, repatriation of, 95-96, 171, 
216-17, 220-21 . 

Stock Transfer Tax, 45, 66, 229, 262-63 
Stone, R., "The National Income, Out

put and Expenditure of the U.S.A., 
1929-41 ", Economic Journal, 20 n., 
21 n., 37 n. 

Subsidies, Australian States' policy of pro
tection through, 105-7 ; based on 
expenditure, 157 ; conditional, 74, 75; 
exchanged for grants to Canadian 
Provinces, 93 ; ·Provinces relying on; 
155, 192; to farmers, cause food surplus, 
171. See also Grants · 

Succession Duties, a progressive tax, 10, 
14, 255-56; double taxation or, 256; 
Federal v. Provincial levying of, 255-57. 
See also Death Taxes ; Estate Tax ; 
Inheritance Taxes 

Supertax, 219 . 
Supplements, power of States to add, when 

Federal Government is primary collecting 
agent, 226 

Surcharge on income tax, 190-91, 217, 219 
Surplus Revenue Act, 1910, 113 
Sweden, two annual separate Budgets in, 

236 
Switzerland, centralisation of .finance in, 

228 ; tax system of, 244 

Tables, classification in, 14-15 
Tangible property, 14, 85, 133, 157, 197, 

256, 260 
Tariffs, and Canadian exporting industries, 

72 ; effect of Indian, on Britain's exports, 
184; in Australian States, 105-7; lack 
of inter_state, in United States, 22-24; 
policy in South Africa, 152 ; taxes which 
function as, 229, 232 

Tasmania, developmental problems of, 
104 ; phenomenal debt charge losses in, 
147 

Tax, avoidance, by migration, 253 ; defini
tion of a, 9, 50; evasion, 224, 262, 263, 265 

Tax Policy League, Tax Relations among 
Governmental Units, 3 n. 

Tax Syeteme of the World, annual publica
tion of Tax Research Foundation, 241 n., 
244 n., 260 n., 263 n. 

Tax Y ie!d8, Annual Collection of Tax 
- Institute of University of Pennsylvania, 

241 n., 265 n. 
Taxation, ability to·pay, 10, 13, 99, 117, 

225, 231 ; and dominant Central Govern· 
ment, 157-59,1611 163, 168; as mettmi of 
stimulating investment, 236-37 ; as per
centage of national income, 37, 39, 68, 
17 5 ; based on costs rather tha,n on sur. 
plus, 13, 83, 197, 251 ; best form of, 13, 
225, 251 ; buoyancy of, in South Africa, 
173 ; burden for lower income groups, 
249, 252, 261, 265; cardinal principles 
of, 10-11, 12-14; competition among 
co-ordina,te governmental units, 229, 232; 
competition an~ co-operation among 
taxing authorities, 222-32, 238-40; com
pliance, 252, 258; concealed, 11-12, 82, 
258, 263, 265; conflicts, solutions for, 
224-29; credit system, 16, 228, 257, 262, 
266; direct v. indirect, 11-12, 101, 109· 
110, 111-12, 127, 226; distribution of, 
am9ng various layers of Government, 3, 
14, 49, lll-12, 222-24; double, 81, 93; 
efficiency in, 164, 224, 251 ; . exemptions 
from, 99, 189, 229, 232, 252, 257, 261 ; 
future policy for, 237 ; inflation and, 34, 
69, 95, 102, 217, 219, 235; interstate 
problems of, 16, ·67, 105-7, .224, 230-32, 
.256, 258 ; levied for purposes other than 
revenue, 49-52, 101, 2191 229, 232, 259 ; 
multiple, 230-32, 254 ; need for change 
of attitude towards, 239-41 ; number of 
jurisdictions, 3, 47-48, 66, 229; number 
of taxes levied, 7, 66; overlapping juris
dictions, 3, 16, 47, 66, 81, 229; over
lapping taxes, 3, 66-67, 224, 229, 249, 

· 251-54, 256, 258, 262, 263; protective 
tariffs, 106-7, 109, 232; revolutionary 
changes in, 3, 49, 66 ; separation of 
sources, 186-88, 224-25, 262 ; sharing of 
revenues, 41, 4 7, 188, 225-26 ; shifting 
and' incidence of, 11, 191, 251, 256, 258, 
261, 263;265; single administration and 
shared talles, 226 ; standards for a sound 
system of, 12-14, 225 ; State-wide busi
ness and, 258.59 ; tax exemption as 
reason :lor industrial locations, 232 ; 
territorial inequality of Ca,nadian, 82 ; 
the ideal tax, 218; v.loans as major part 
of war costs, 69, 96, 99, 150, 172-73, 
218 

Taxes, benefit, 9, 45, 67, 260, 263, 265·66 ; 
consumption, 49, 133, 196-97, 261-65; 
corporation, 4, 5, 42, 43, 45, 67, 86, 93, 
97, 99-100, 132, 133, 158, 173, 174, 219, 
224, 258 ; customs duties, 43, 45, 79, 95, 
109-110, 113, 118, 133, 187, 197, 223; 
death, 4, 5, 10, 13, 16, 43, 45, 49, 82, 118, 
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132, l 74, 188, Hll, 192, 228, 255-57 ; 
deferred, 99; entertainments (and amuse
ments), 101, 118-19, 158; excess profits, 
13, 99-100, 150, 174, 218, 219, 259; mar
garine, 232 ; mot<>r vehicle, 9, 43, 46, 
101, 158, 263; on capital, 83, 188, 258; 
on foreign dividends, 79 ; on gold mining, 
Jii2, 174; on profits from sale of land, 
174; pay-roll, 9, 45, 49, 67, 150, 265-66; 
poll tax, 45, 85 ; pyramided, 82, 265 ; 
severance, 46; terminal, 188, 192, 194; 
turnover, 264. See also Liquor Tax ; 
Personal Income Tax ; Property Tax ; 
Sales Tax · 

Tennessee, high debt charges in, 64 
Tennessee \'alley Authority, 31, 58 
Terminal Tax, 188, 194 
Texas, severance taxes in, 46 
TheA ustralian Tariff, an Economic Enquiry, 

by Professors Copland, Giblin and Brigden 
and Messrs. Dyason and Wickens, 100, 
106 n. 

Tobacco, taxes on, 3, 45, 49, 67, 97, 175, 
219, 229, 262 

Towns. See Municipalities 
Trade Profits Special Levy, 174 
Transportation, competition between rail-

ways and roads, 72; development of, 87-
88, 164, 184, 211 ; effects of national 
policies on, 23, 72, 134, 152, 211 ; special 
freight rates for agriculture, 152, 164, 
168 ; variation in control in Australia, 
134. See also Highways; Railways; 
Roads 

Turnover Tax (General Sales Tax), hist<>ry 
and present position of, 263-64. See also 
Sales Tax 

Undistributed Profits Tax, 43 
Unemployment, benefit tax, 9, 67, 266; 

insurance, 4, 57, 74, 92, 264 n.; little, 
in pre-war South Africa, 171; national 
im·estment policy and, 232-34 ; public 
works expenditure for, 34, 39, 58, 87, 
l 68 ; structural, 233 

l'nemployment Relief, centralisation of 
responsibility for, 4, 56, 57, 92, 230, 245, 
248; expenditures on, 2, 57, 87, 91 n., 
143, 204; very small expenditure on, 
166, 204. See al.!o Relief; Social Services 

"l'nification by finance", 117 

United States, conclusions from studv of 
United States finance, 65-69 ; Constitu
tion of the, 28-34 ; economy in war-time, 
25-28 ; Go•ernment expenditures, 52-
60 ; Go•ernment revenues, 40-52 ; 
Government revenues and expenditures, 
34-40: indirect debt, 64-65; national 
economy, 17-25; population, 18; public 
debt, 60-64 

Use taxes, sales and use, 46 
U.S.S.R., budgets of the, 244; centralisa

tion of finance in, 228 ; turnover tax in 
the, 264 

Vehicles Tax, 158, 194. See also llfot<>r 
\' ehicles Tax 

Venezuela, State and municipal taxation of 
'little importance in, 244 · 

Victoria, Premier of, on its prudent finance, 
116 

Wages and Hours Act, 33 
Wagner Act and Amending Acts, 33 
War, costs, financing of, 68-69, 96-100, 101-

102,112,144, 150,173,217-20; effect on 
public debt, 68, 95-96, 144, 171-72, 216; 
expenditures, 36, 68-69, 76-77, 149-50, 
161, 171, 207 ; expenditures relative to 
national incomes, 25-27, 37-39, 150, 161, 
171, 175, 207; increased importance of 
Centre due to, 94-95, 149, 150, 238; 
potential, 27-28 ; predominance of 
Federal Government unnecessary after, 
249 ; production, 68, 94, 109, 150; 
quickened demand for better Federal 
financial policy due to, 243 ; resiliency of 
United States finance to, 68 

Water supply and sewerage, divergence of 
financial responsibility in Australia for, 
134-37 

Western Australia, problems of setting up 
infant industries in, 106; reckless 
financing of wheat in, 104 

Wheat and vulnerability of Canadian Na
tional Economy, 71 

Willcox, F. W., jnternational .Migrations, 
176 n. 

" Windfall " income, 259 
Workmen's Compensation scheme, 264 n. 
Works Progress Administration (W.P.A.), 

34 

THE END 
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