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PREFACE. 

The following pages are reprinted" from three 
articles in the Oontemporary Review, which appeared 
in October, November, and December, 1890. In 
revising them f1>r the press, I have done my best to 
fill up ,gaps and to correct mistakes; but am- not 
sallguine enough, in . dealing with matters so various 
and so complicated, to hope that there are no errors 
left. To various criticisms, public and private, I am 
much indebted, but they have been such as to. 
strengthen· my original conclusions with respect to 
the financial measures of the last four years. Some 
things-such as the conversion .of the National 
Debt; the establishment of the Local·Loans Fund"; 
and the imposition of "additional t~ation on busi
nesses and on speculation-have been done well and 
in a workmanlike manner. But in other matters
more important and more numerous-there have 
been displayed very different qualities-restless 
cleverness; rashness mingled with cowardice; good 
notions made abortive and mischievous by evil 
surroundings-in short, a policy of meddle and 
muddle. In saying this I do not refer exclusively 
or chiefly to such measures as the Wheel and Horse 
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Taxes, the Sugar Convention, or the Publicans' 
Compensation Clause, upon which judgment has 
already passed; but to other financial innovations 
which, though they have received Parliamentary 
sanction, are no less important and no less mis
chievous. The most important of these are the fol
lowing, viz. :-

1. The reduction, in time of profound peace, and 
of reviving prosperity, by a sum of not less than 
£3,000,000 a year, of the annual sum, or New Sinking 
Fund, which, under the wise prudence of a Conserva
tive predecessor, the nation had in less 'prosperous 
times set apart in order to discharge the interest 
and principal of the National Debt. (See Chap. 1., 
pp.12-17.) 

2. The expenditure on Army and Navy, which is 
not only larger in amount than has ever been ex
pended before in times of peace, but has been so 
charged upon the future and so withdrawn from the 
usual constitutional checks as to make it uncertain 
what the amount expended really is; when it will be 
repaid j and whether the surpluses claimed by the 
Chancellor of the Exchequer are real or fictitious. 
(See Chap. I., pp. 32-37.) 

3. The extension and perpetuation of the system of 
subsidising local authorities by appropriating to 
them integral parts of the Imperial resources, instead 
of providing them with their own separate local 
funds, a system which is at once embarrassing to 
the Imperial Exchequer and demoralising to local 
authorities. (See Chap. II., pp. 73-92.) 
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4. The unfair distribution of these subsidies, when 
compared with the standard which Mr. Goschen him
self established in 1870-1. In these years he proved, 
and the proof has been confirmed by subsequent 
experience, that it was the great towns, and especially 
London, which were suffering most from new rates, 
and which most needed relief; whereas the measures 
of the present Government have been such as to 
give the largest amount of relief to rural districts, 
and to give to the towns, and especially to London, a 
comparatively small proportion of these suJ>sidies. 
(See Chap. II, pp. 93 et seq.) 

5. The total absence of any attempt to give to the 
ratepayers of the great towns, and especially of 
London, the relief which, as Mr. Goschen proved 
in 1870, is the relief really wanted, viz., the transfer 
of a part of the. burden of rates to the owners of 
land in those towns. (See Chap. II, pp. 95-97.) 

6. The removal of existing checks on the expense 
of the Metropolitan Police, and the assumption of 
new and indefinite powers of taxing the Metropolis 
for this purpose. (See Chap. II., pp. 104-107.) . 

7. The meddling and unsatisfactory changes made 
in the levy and appropriation of the Death Duties. 
These changes, whilst admitting the existing injus
tice and confusion of this great branch of taxation, 
have aggravated that injustice and confusion, and 
have rendered it more difficult, if more necessary, to 
deal with the whole subject fairly and fully. 

8. The confusion introduced into the National 
Accounts by the mingling of Imperial with Local 
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Funds, and by the withdrawal, both in the case of 
Local Finances and of Army and Navy Expenditure, 
of the ordinary constitutional checks. (See Chap. 11., 
pp. 8.1-83; and Chap. III., pp. 154-157.) 

Remission of Taxation and Reduction of Debt 
have been forced upon the Government by surpluses 
which they did not anticipate, and by prosperity 
with which they had about as much to do as Mrs. 
Partington's mop with the Atlantic Ocean, but the 
acts and omissions I have noticed above are their 
own. 

If amongst these doings and misdoings I were to 
make a guess a.t the one which is likely to be most 
fatal to Mr. Goschen's reputation as a. statesman, it 
is-that having had such an opportunity, as does 
not occur once in a. century, of establishing the 
wholesome old English principle of Local Self
Government by a. self-supporting system of Loca.l 
Finance and Local Self-Taxation, he has preferred 
the easy and cowardly plan of subsidising Local 
Bodies by doles from Imperial Funds, ill selected, ill 
applied, and ill distributed-doles demoralising at 
once to the giver and to the receivers. 

T. H. FARRER. 
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FINANCE OF 1887-1890. 

INTRODUCTORY. 

SOME apology seems necessary for offering to the Subjects to 

public the following short observations on a very large ~~: 
subject, more especially by one who has not made 
Finance his special study. .AP. Chairman of the 
Taxation Committee of the London County Council, 
the writer has been obliged to pay attention to the 
subject of urban rating; to the loud complaints which 
are made on that subject; and to the remedies which 
have been proposed. In so doing he has been com-
pelled to consider the measures by which the present 
Government have endeavoured to satisfy the demands 
of the ratepayer, and this has further led unavoidably 
to the consideration of Imperial as well as Local 
Finance, and of the relations between them, which 
have played so large a part in· recent Budgets. 

The four years of the present Ministry have been Special 

peculiar in many respects. Thanks to the reaction ~~fg!" 
from 1880, and, inter alia, to the foreign policy of yean. 

Lord Salisbury, they have been years of profound 
peace, undisturbed by the wars and rumours of wars 

B 
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which troubled the minds of Chancellors of the Ex
chequer during the previous decade i they have been 
years of ~viving colUmercial prosperity, following a 
depl'\?'ssion which lasted almost continuously from the 
sub...udence of the boom of 1872 until 1887. They 
have been times in which great questions of Imperial 
and Local Government have come to the front, de
manding a revision of their financial relations, and 
atTording scope for financial refonn of the utmost 
importance. The Ministers have had at their back 
a greAt majority, consisting not only of their own 
Conservative supporters, but of men powerful in 
experience, ability, and character, "'ho, except on 
one point, were pledged to Liberal doctrines i and in 
their Chancellor of the Exchequer they have had .. 
financial leader whose qualities and acquirements, 
whose antecedents and character, naturally led the 
country to expect from him the most important fiscal 
refonns. In addition he was .. statesman who, ,,-hen 
on the Liberal side in politics, had given special 
attention to the subjects on which, AS a Conservative, 
he has had to propose It'gislation, and who had, by his 
inquiries and his reasonings, done more than any 
living man to elicit the facts and illustrate the 
principles which ought to govern local taxation. 

\\'hAl. has It is, therefore, peculiarly interesting to inquire, 
....... doow! after the lapse of four years, what has been the result 

of these unequalled opportunities? Ha\'e we advanced 
public economy? Have we made the financial future 
of the nation more secure' Have we simplified the 
National Accounts' Have we rectified injustice in 
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taxation? Have we placed local taxation on a proper 
basis? Fmally, what is it which remains to be done, 
or to be done next? To answer these questions fully 
and properly is beyond the scope of such a treatise 
as this, and, indeed, far beyond the powers of 
the present writer. All he can do is to state shortly 
and concisely certain reflections which have occurred 
to him in considering Mr. Goschen's Budgets; and 
also to indicate in a summary form certain suggestions 
concerning the further changes which are needed, 
'-'SpeCially as regards local taxation. As to these 
tmggestions, he catlnot state too strongly how imper
fect he feels them to be; how much the principles 
they involve need criticism, and how much any plan 
for carrying them into effect will need elaboration. 
We are but at the very beginning of the reform of 
Local Government. The chief merit of the Local 
(Jovernment Act of 1888 is not so much what it has 
(lone as what it makes it necessary to do, and the 
best help anyone who has given thought to the sub
ject can offer is to state fearlessly the conclusions to 
which he has come, so that they may be discussed 
and criticised. 

The first of the three following chapters contains ('ooteuts 0( 

observations on certain leading points in the Imperial !:= 
Finance of the last four years; and the consideration 
of the relations between Imperial and Local Finance 
is dealt with in the two following chapters. It will 
be found that the two subjects of Imperial and 
Local Finance are in frequent contact, and must, 
as regards many points, be treated together. But 

B2 
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it is convenient to separate them as far as possible, 
and totake,in the first instance, points which are less 
immediately connected with Local Government, 
reserving the subject of Local Taxation and the 
questions of Imperial Finance connected with it for 
subsequent consideration. 



CHAPTER I. 

IMPERIAL FINANCE. 

1. National Debt (a. Conversion and Redemption; b. Sink
ing Fund)-2. Army and Navy Expenditure-3. New 
Sources of Taxati(;m. 

THE features in the administration of Imperial 1. National 

Finance to which it is desirable to call attention ~e~f;,~~n. 
may be considered under three heads, viz., ~!fg 

First, the dealings with the National Debt. These ~~nnlx~d 
have been of two kinds; the annual charge has been rN~!ure. 
d· . . h db· d d . . d th sources of lIDlDlS e y . converSIOn an re emptIOn, an e income. 

provision for paying off principal has been altered by 
reducing the annual Sinking Fund 

Secondly, the expenditure on army and navy, 
which has been extraordinary, both in the actual 
amount and in the methods adopted. 

Thirdly, the new sources of income which have 
been proposed or provided. 

I propose to take these three subjects in order. 

(1) THE CONVERSION AND REDEMPTION OF 
THE NATIONAL DEBT. 

The general approval given to Mr. Goschen's Conversion 

scheme of Conversion and Redemption makes any ob- ~:!;~~n. 
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servations of mine superfluous. But it may be well 
to quot.e from Mr. E. W. Hamilton's excellent account 
of the operation* the sentences in which he sums up 
the results.:-

.. During the eighteen months which elapsed between 
April, 1888, and October, 1889, out of a total amount of 
Three per Cent. Stocks amounting to about £592,500,000, no 
less than about £565,500,000 were converted; about 
£5,'725,000 remained in suspense; and about £19,250,000 
were paid off at par, without being subjected to any piece
meal treatment; the balance having, in the meanwhile, been 
cancelled by the action of the ordinary Sinking Funds. 

" Scarcely less striking than the magnitude of the opera
tions was the absence of all disturbance in the mOlley market 
while they were actively proceeding. There was no abnor
mal tightness due to them; there was no evidence of incon· 
venience caused in financial circles. Moreover, though there 
were grumbles from stockholders, as might have been ex
pected, and a.t times expression was given to their feelings in 
somewhat strong terms, yet even by those directly affected 
by the operatiolls no complaints of a serious nature woro 
made. 

" The last, but not least characteristic of these gigantic 
undertakings was that they were carried through with prac
tically no additions to the nominal capital of the debt; and 
accordingly the advantage to the taxpayer was not purchased 
at the expense of burdens to be sustained by future genera
tions. 

"There remain to be stated the advantages which have 
resulted from the success attending the Conversion and Re
demption operations. 

" First and foremost is the great saving which has been 
effected in the necessary annual debt charge. The full 

* Conversion and Redemption. (Eyre and Spottiswoode. 
1889.) 



DIPERIAL FIN~CE. 7 

effect of this saving during the first year has exceeded 
£I.OOO,OOO; and the saving during each of the next thirteen 
years will be about £1,400,000 (after allowance is made for 
the interest on the capital outlay connected with the conver-
sion) ; while, after 1903-4, that saving will be donbled • 

.. In substitution for three principal Government Stocks, 
there has been created one great Stock of one denomination, 
amounting to about .£530,000.000, whieh is in enjoyment of 
security from conversion until 1923, and on which, accord
ingly, the character of finality has been impressed. Fund
holders are no lon"aer in a state of uncertainty and suspense. 
They know their position for more than a third of a century 
to come. 

.. They have also secured the advantage of :receiving their 
interest quarterly; and the payment of quarterly dividends. 
is not only a convenience and attraction to some investors, 
but also secnres a more even dividend charge throughout 
the year • 

.. In fine, a 8trict adherence to national faith, combined 
with due regard to the interests of the taxpaying community, 
has had its reward. The credit of the country has been 
raised ; its burdens have been lightened; and its resources. 
have been increased.. .. 

It should be added that, out of the whole expenses 
of the conversion, which amounted to about 
,£'1.000,000, two-thirds. or about £2,000,000, were 
not added to the debt, but were paid out of sur
plus revenue. 

One passage in Mr. Hamilton's summary I do not :.If~"" 
quote-that, namely, which relates to the effect of F:!t'1!: 
the conversion on Sir Stafford Northcote's Sinking 
Fund-because I have dealt with this subject in 
another part of this chapter. H Mr. Goschen's method 
of dealing with this particular part of the subject 
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shows his weakness, the admirable way in which the 
whole operation was conducted is an excellent illus
tration of his strength. Indefatigable industry in 
mastering details; full and accurate knowledge of 
the particular subject; knowledge no less full and 
accurate of the City and the money-market; acquaint
ance with the men by whose help such au operation 
has to be carried through; all these qualities Mr. 
Goschen has brought to bear, and we see the result. 
And if WEI find that the wheels of the machinerv were 
greased by a small commission or douceur (is. 6d. 
per cent.) to stockbrokers, bankers, and solicitors who 
procured from their clients assents to the conversion, 
we can afford to forgive this compliance on the part 
of our Chancellor of the Exchequer with the ways 
of a very imperfect world, and to smile at the way in 
which the practical prudence of the City man has 
prevailed in his person over the purism of the 
economical philosopher. After all, it was probably 
not so much any small profit to be obtained from the 
commission, as the value attached by bankers to a 
large, simple. and easily convertible stock, which pro
cured the favour of the great bankers. 

Objections There is, of course, another view of the conversion 
by creditors, h' h b t k b h ., d' b w IC may e a en y t e nation s cre ItOrs; y 

widows, orphans, and others who have had their in
comes reduced by a present t per cent. and a pros
pective i per cent. These persons find that the 
stock for which they could before the conversion have 
obtained par, or a little more, has been converted 
into another stock, which, since the completion of 
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the conversion. has been several pounds below par. 
They may well lament that they were induced by the 
blandishments of the Chancellor of the Exchequer, 
or the advice of their ~<rents who received a douceur 
for their adviCe, to convert their stock instead of 
demanding cash for it. 

But this is a partial criticism. The clients of the 
Chancellor of the Exchequer are the taxpayers ofthe 
nation. and amongst them are many more widows 
and orphans than there are among the holders of 
stock. He cannot be expected to be chivalrous; he 
has only to be just; and if there has been no sharp 
practice on his part, he is to be co~oratuJated on his 
luck and his skill in catching the market at the 
moment which served his turn, and deserves the 
praise of his clients for making a good bargain for 
them. 

There is also another view which may be taken Objectiml 

by those who are anDOUIi concerning the credit of;;:' at 

the nation. It may be said that public faith in the ~ 
"glorious simplicity of the Three per Cents. H has been 
rudely shaken; that 3 Stock, which has already 
suff~red a loss in interest of I per cent., and which 
must in a few years suffer another similar loss, will 
no longer offer the same attractions to investors; 
that dealings in this Stock have fallen oB: and will 
continue to fall off, and that the credit of the nation. 
as well as the conscience of the investing public, will 
suffer. 

The answer to this criticism is that it is in a great 
degree speculative, whilst the present annual g-din of 
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£1,400,000, and of twice that sum after 1903, is cer
tain. The lucky boom of which Mr. Goschen availed 
himself has been followed by an unusual reaction 
and depression, not only in Consols, but in all Stock 
Exchange securities, and we cannot, without much 
longer experience, tell whether Mr. Goschen's Con
sols have suffered or will suffer more in propor
tion than other securities, or whether they may not 
hereafter, when people have become used to them, 
be, when compared with other Stocks, as great 
favourites as the Three per Cents. have been. More
over, it must be remembered that, if by the fall in 
Consols the National Credit suffers, so as to make it 
more expensive for the nation to borrow, the same 
fall makes it cheaper for the nation to buy up, pay 
off, and extinguish debt; and, consequently,lw long 
as the nation is paying off debt, and not borrowing, 
it pays off debt on better terms than it would have 
been able to do if there had been no fall in its price .. 

THE REDUCTION OF THE SINKING FUND. 

The" New Sinking Fund," as it is called, consisted 
in 1887 of a fixed sum of £28,000,000 a year, which 
had, in 1875, been appropriated, at the instance of 
Sir Stafford Northcote, to the payment of interest 
and principal of the National Debt. This fixed sum 
Mr. Goschen reduced in 1887 to £26,000,000, and 
again in 1889 to £25,000,000; so that the annual 
charge devoted to the discharge of national liabilities 
will, by Mr. Goschen's action, be for the future 
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£3,000,000 less than the sum at which Sir Stafford 
N orthcote fixed it. In doing this, and as a part of 
the same process, Mr. Goschen prolonged for a con
siderable period the terminable annuities by which, 
under arrangements made by Mr. Childers in 1883, 
debt was being paid off. 

It is important to understand clearly what 
this means. It might be thought that Sir Stafford 
N orthcote in 1875 imposed heavy additional 
burdens for the purpose of paying off debt. 
But this was not the case. The sum appropriated 
to the payment of principal and interest of the 
debt amounted to £28,750,000 in 1859, and though 

,reduced in 1860, it had since that date never sunk 
below £26,000,000, and had gradually risen again to 
more than £27,000,000. To the amount so appro
priated in 1874-5, which was about £27,000,000, Sir 
Stafford Northcote added only £900,000.* The 
satisfactory results which had been thus obtained 
",ere largely due to the wise policy of repaying 
principal by means of terminable annuities, some of 
which, as above noticed, Mr. Goschen, when reducing 
the "New Sinking Fund," postponed. But Sir 
Stafford N orthcote foresaw that as the terminable 
annuities fell in, and as the principal of the debt 
thus became diminished, and with it the charge for 
interest;the temptation to use the surplus in relief 
of taxation rather than in repayment of debt would 

.. See Budget debates of 1887, and esJlecially Mr. Childers' 
speech on April 25th. See also Mr. Sydney Buxton's Budget 
tables in Vol. II. of his Finance and Politics, pp. 334 and 
following. 
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be great; and it was in order to guard against this 
temptation that he pledged the country to the 
annual payment of a fixed sum, so that each year, 
as the capital was redeemed, and the charge for 
iuterest became less, a larger and an ever-increasing 
sum might be devoted to the reduction of the 
capital of the debt. Unfortunately for its working, 
this so-called" New Sinking Fund" was instituted 
at the end of a period of great prosperity and of 
considerable economy. The reaction from the boom 
of 1872-3 had begun; the long period of depression 
was commencing; and the elasticity of the Revenue 
was for the time being at an end. Shortly afterwards 
followed. the Russo-Turkish war, followed by the 
Afghan war, ·the South African wars, and all the 
Egyptian troubles, involving not only increased 
expenditure, but a large increase of temporary 
debt. Notwithstanding these difficulties the 
New Sinking Fund was maintained at its full 
original amount; the Income-tax was raised; and 
in 1880 the original £28,000,000 was increased to 
£28,800,000, in order to payoff temporary loans. 
It was not until 1885 and 1886, under great stress 
of expenditure, that payments of debt were reduced, 
and the New Sinking Fund temporarily suspended; 
but nevertheless the amount appropriated to debt in 
1886-7 was only just under. £28,000,000. Moreover, 
this suspension was a. mere temporary expedient, 
and in no way intended to be permanent. 

It was reserved for Mr. Goschen in 1887, and again 
in 1889, to declare that £28,000,000 is milch too 
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large a sum for this wealthy nation to devote annually r!~r:' his 

to the discharge and reduction of its liabilities, .and reasoia 
finally to fix £25,000,000 as a sufficient sum for this 
purpose. These declarations were made, it is to be 
observed, when the clouds of war had passed away, 
when the long period of trade depression, which had 
existed almost continuously from 1873 to 1887, was 
at an end, and when there was actually an estimated 
excess of revenue over expenditure. Mr. Goschen's 
reasons for these retrograde steps are to be found in 
his Budget speech of 1887,* to 'which, in order that 
full justice may be done to him, reference should be 
made. In this place, it will only be possible to advert 
to them very shortly. 

His first reason was the growing expansion of ex- 1. Wan~ of 

penditure coupled with a growing want of elasticity £';:~:.' 
in the Revenue. This want of elasticity was, it was said, 
especially shown in the produce of the Income-tax, 
and of the taxes on consumable articles, especially on 
alcoholic liquors. 

His second reason was the growth of charges other 2. Growth 

h h d b h fr 
. 7 of Expendi. t an tee t c arge, om £36,000,000 ill 18 4-5 ture. 

• . Appeal to 
to more than £48,000,000 In 1886-7, and the growth ~11' s. 
of the Income-tax from 2d. to 8d. These circum- ;:~hcote's 
stances justified him, he alleged, in appealing to Sir authorit,'. 

Stafford Northcote's own authority, and he quoted 
'Words from the speech of Sir Stafford in 1875,in which 
that statesman said that" he had no doubt that under 

.. See Hansard, April 21st, 181l7. Mr. Goschen's Budget 
speeches are also published separately in a very convenient 
fonn, with tables of accounts and estimates attached. 
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ordinary circumstances, with the ordinary growth 
of Revenue, we should be very easily able, without 
any injustice to the country, to bring up the charges 
for debt to £28,000,000 "; and further, that" if this 
should materially alter, it would be only right to 
remove what we then put on." 

Mr. Goschen. it is to be observed, took as his year 
of comparison with 1887 the year 1874-5, i.e., the year 
before the New Sinking Fund was actually proposed 
and established. Had he taken the subsequent years, 
1875, 1876 and 1877, during which the New Sinking 
Fund was actually brought into operation, he would 
have been compelled to increase his £36,000,000 
of charges other than the debt charge by 
£1.500,000 for 1875-6, and by £2,000,000 for the 
two subsequent years. * It is but fair to his pre
decessor that this should be mentioned, since Mr. 
Goschen's statement makes the difficulties with which 
he himself had to contend appear comparatively 
greater, and those with which his predecessor had to 
contend comparatively less than they would appear 
to be if the later years were taken. 

~~.:::[., s. It is not perhaps very material now to record 
.... llydid what Sir Stafford Northcote said in 1875 and subse-,.. 

quent years; but when Mr. Goschen, who was not 
measured in his language towards Sir Stafford 
Northcote when that statesman was his political· 
opponent, now quotes Sir Stafford N orthcote as an 
authority for his present action, it is only just to 
state what Sir Stafford Northcote's opinions really 

• See Mr. Childers' Return, No. 294 of 1889. 
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were. Now I defy anyone who looks to the general 
tenor of Sir Stafford Northcote's Budget speech of 
1875· in which he proposed the ~ew Sinking Fund; 
or to his action in raising the Income-tax in 1876 
chiefly in order to maintain the payment of debt ;f
or to his subsequent action in respect of that Fund, 
at the time when the dire necessities of an unfor
tunate foreign policy had driven him into the 
financial expedient of postponing liabilities from 
year to year, to gather from them any indication of 
any such approval of the recent reduction of the New 
Sinking Fund as Mr. Goschen appears to claim. 

Sir S. Northcote's most recent utterance on the 
subject, so far as I know, is in a speech on the 
Finance of the New Sinking Fund made at Barn
staple on March 27th, 1880, t at a time when the 
financial pressure above adverted to was fully de
veloped, in which, after explaining that £800,000 had 
been added to the Fund in order to liquidate tem
porary loans, he emphatically defended the principle 
and maintenance of that Fund, under circumstances 
far more difficult than any Mr. Goschen has had to 
deal with:-

" In 1876 I proposed. and Parliament agreed to, an 
arrangement by which a fixed amount should be set aput, 
£28,000,000 every year, to pay the interest of the debt, and 
wbatever l'emained over and above was to be applied to the 
redemption of the principal. Now, the effect of that is this 
-Every year, as you redeem a portion of the principal of the 

• See his publisbed speeebes, po 209. 
t Fina.- and Polities, Vol. IL, 221. 
! Published speeches, P. 109. 
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debt, of course there is less interest to be paid upon it, and, 
therefore, if every year you set apart the same sum, it will 
go on redeeming more and more of the principal. We have 
now arrived at this point, that out of the £28,000,000 set 
apart every year, about £27,200,000 is required for interest, 
and, therefore, there is £750,000 available for discharge of 
the principal of the debt, that will go on increasing year by 
year until Parliament alters the arrangement by which 
£28,000,000 are set apart. Now, what has been proposed in 
regard to these £6,000,000 which have been converted into 
terminable annuities is simply this, that you shall go on 
extinguishing terminable annuities pa1-tly by the actian of the 
Sinking Fund, and partly by a considerable additicm to the 
£28,000,000 which we raised to £28,800,000. We do not 
extinguish. the Si1~king Fund, we only apply a certain P01-ticm. 
of it towards the· extinctiOOl of that debt within a certain 
number of years. The action of the Sinking Fund will still go 
an, and it will not be exhattsted-not nearly exhausted-by 
what the call 01. it 1WIlI is. Therefore, it is enti)'ely false to say 
tha.t we ha'1J6 in any degree abandoned the principle of the Act 
of 1876, 01' that we have extinguished 01' suspended the Sinking 
Fund." 

Merits of So much for Sir S. N orthcote and his opinion. 
the eM. • 
against Mr. As regards the merIts of the case, they were exhaus-
~~~~~~'t: tively dealt with in the Budget debates of 1887.· 
:e'b~i:! If proposals for remission of taxation, when made· 

by 3. Chancellor of the Exchequer, could ever be 
defeated by argument, Mr. Goschen would have been 
in a bad way. It was shown, for instance, that since 
1860 the aggregate wealth of the country had almost 
doubled, whilst the whole burden of taxation had. 
only increased by 15 or 16 per cent., and that the 

.. See especially speeches of Mr. Gladstone, Mr. Childers, 
and Mr. Sydney Buxton. Hansard, April 25th, 1887. 
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portion of this burden which was applicaJ;>le to the 
charge of debt had not increased at all. It was 
shown that the Income-tax .had been . patiently and 
courageousiy borne for twenty years at 7d. in the £, 
and over, for the purpose of reducil1g other taxes 
and meeting an excess of expenditure. It was 
shown that in 1859-60, when the Income-tax was at 
9d., producing only £1,100,000 per penny, the sum 
applied to debt was £28,649,000, or 20s. per head of 
population; that in 1870-1 it was £21,142,000, or 
18s. per head; that in 1874-5 it was £26,495,000', 
or 16s. per head; that in 1880-1 it was £28,169,000, 
or 16s. per head; whilst in 1887-8 Mr. Goschen WaS 

fixing it at £25,800,000, or only 15s. 6d. per head. It 
was also shown that in 1887-8 the Income-tax was 
calculated to produce £2,000,000 per penny; and 

. that the charge lor debt, according to Mr. Gosc~en's 
calculations, was only to be three-fourths of the 
burden, either on the population per head or on the 
total revenue, which it had been in 1859-60. Lastly, 
it was shown that former inroads on the Sinking 
Fund had been made in order to meet special cir
cumstances of difficulty and danger, whilst the year 
1887-8, when Mr. Goschen was making his own 
exceptionally fatal inroad upon it, was not only a. 
time of no special· difficulty or danger, but one of 
peace and reviving prosperity, with a surplus (which 
proved to be much under-estimated) in hand. 

To all these startling facts and figures Mr. Goschen Failure to 

made no real ·reply. He had no great scheme on~~~~ ~rgu_ 
reform in petto, such as Mr. Gladstone is said to monts. 

C 
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have had when he went out of office in 1874, or such 
as it is rumoured that Lord R. Churchill had at a 
later period. His great point was that Income-tax 
payers ought to be relieved. Now, there is no doubt 
much to be said for the poorest classes of Income
tax payers. But, as we shall see below, the repeal 
of Id.of Income-tax might, with accurate estimates, 
have been effected without touching the New Sink
ing Fund; and even if it had been impossible to 
frame accurate estimates, or to find other resources, 
it would have been far better to retain the 8d. Income
tax for one or two years more than impatiently and 
hastily to deal a fatal blow to the New Sinking 
Fund. 

Argument I am told that these are counsels of perfection; 
~1~pY~fo':;. that no practical politician dares to keep up the 

Sinking Fund; that our people are impatient of 
their own burdens and careless about those of pos
terity; and that they would resent and punish by 
expulsion from office any statesman who was bold 
enough to keep up taxes in order to payoff a fair 
amount of debt. 

Of aU this I do not believe one word. There was 
not, so far as I know, a. whisper of public complaint 
against the New Sinking Fund at the time Mr. 
Goschen volunteered to reduce it. No such grievance 
was heard of on the hustings, in the Press, or in 
Parliament, and if it existed at aU, it existed less in 
the opinion of the public than in the apprehensions 
of timid and time-serving politicians. 

But it may be said, "Mr. Goschen's reductions 
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were received and welcomed." Of course they were! Argument 

Wh .. f .. 4' d b th G fromaooept. en reInlSSlon 0 taxation IS ollere y e ovem- an<e of 

menti the game is given up and opposition is in vain. reductiOllS. 

If the appointed guardian of the public treasury 
throws open its doors and scatters its' hoards, the 
people cannot be expected to hold their hands. 

.. H they be fool on whom the people trust, 
How can the baser brass escape the rust ! " 

or in the racy language of the older poet, how can 
we expect to have .. a dirty shepherd and clean 
sheep"? 

As regards Mr. Goschen's other special reasons Pessimist;., 

bo d d to 
. • .• h forecasts a ve a verte , It IS mstructive to compare t e rompan!d 

facts on which he relied with the subsequent results. =~ 
The Treasury Minute justifying his proposals 

contains the following passage concerning the sup-
posed inelasticity of the Income-tax :-

.. When Sir Stafford Northoote made his proposal in 1875 
to increase the debt charge, he had good reason to count on 
an increased yield per penny of Income-tax, for in the pre
ceding twelve years the yield had risen from £1,249,000 to 
£1,945,000; in other words, more than 50 per cent. in twelve 
years. From the comparison just drawn it appears that the 
rise has ooly been from £1,9i5,OOO to £1,990,000, or less 
than 3 per cent. in eleven years. ... 

Alas! for forecasts, and especially for these pessi
mistic forecasts! Whatever may have been their 
justification in the past, they proved uttePly wrong in 
their application to the future. According to Mr. As Jeg8Ids 

Goschen's Budget speeches the yield per pe~y of IooomHu • 

• Extraet from Treasury Minute; Parliamentary Paper, No. 
168 of 1887. 

c 2 
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. the Income-tax has risen in the four years 1887-8 to 
lR90-1 inclusive from £1,955,000 to £2,200,000, a 
rise of £245,000 or more than 12 per cent., an increase 
nearly as great as in the prosperous years preceding 
1875.* 

A. regards Again, as regards the taxes on consumable 
ta.xeaon • I Mr G h' 7 d' b con8111D&ble artlC es, . osc en m 188 an m su sequent 
articles. years, when seeking to justify his inroads on the 

Sinking Fund, relied much on the want of elasticity 
in the revenues from alcoholic drinks. But in 1890t 
he had to express his astonishment at finding that 
" the increase in the consumption of alcohol last year, 
as compared with its predecessor, produced an 
increase of duty exceeding £1,800,000." His as
tonishment must have been so great as to daze 
his judgment j for otherwise he would scarcely have 
ventured to propose a plan for dealing with the 
liquor trade which violated sound financial principles· 
by applying the proceeds of general taxation to local 
purposes j which transgressed ordinary rules by 
raising money before determining its application j 
which, under the mask of an inefficient and inade
quate reduction of facilities for drinking, would 
have given to present licences an increased value 
and an unprecedented monopoly; and which has 
done more to break up the union of parties by 
which the present Government is supported than 
any other mistake that they have made themselves, 

~ I have taken these figures from Mr. CoacheD's Budget 
speeches. . 

t Budget Speech 0/1890, p. 7; Ha1l8ara, April 17th. 
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or any IIBsault tha.t hllB been made on them by their 
enemies. 

But the taxes on alcoholic liquors form but one Est= . 

item in the pessimistic views of finance by which ;::'reoo1l& 
Mr. Goschen hllB justified his reduction of the New 
Sinking Fund. The real criticism of these views 
and of that justification is to be found in a com-
parison of his Budget estimates with the actual 
results. They are lIB follow, lIB stated by him-
sel£:*-

1887-8 
1888-9 
1889-90 • 
1890-1 • 

Estimated Surplus. 
£289,000 

212,056 
183,000 
233,000 

Actual Surplus. 
. £2,378,609 

2.798,OOOt 
3,221,000 

The results for the IllBt year are, of course, yet un
known; but they will apparently, unless some change 
takes place, be stated in his next Budget lIB showing 
a very large unanticipated surplus.: 

Now, if this had happened once or even twice it 
would have plIBsed as accidental. But happening as 
it has done in every year of Mr. Goschen's Chan
cellorship, it certainly looks as if the habit of his 
mind were to under-estimate his resources and to 
provide himself with unnecessary surpluses; and as 
if in the course of this operation, and as one of the 

* See the useful tables attached to Mr. Goschen's published 
Budget speeches. 

t Of this, about £2,000,000, as above noticed, were applied to 
Conversion expenses. 

l See articles in Economist of July 5th and October 4th, 1890, 
and January 3rd, 1891, which, while deprecating exaggel'ated 
expectations, admit a "very substantial growth of revenue 
in excess" of the estimate. 
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i?teps by which he had arrived ,at these results, 
he had needlessly and improvidently reduced his 
statutory obligation to repay debt. 

Unexpected Let us understand distinctly what this means. It 
surpluses. h h d d 
have com- IS not t at e has ren ere himself unable to repay 
~'::';do¥ay- debt by repealing too many taxes, or by giving 
debt. 

away too much money in aid of Local Taxation or 
otherwise. All or almost all that he has surrendered 
in this way might, and would have been equally well 
surrendered, if he had not diminished the efficacy 
and invaded the principle of the New Sinking Fund. 
The Revenue which, /tccording to his own state
ments, he actually received was ample for both pur
poses. Nor is it that he has not paid off debt: The 
surpluses which have been realised over and above 
his estimates have been sufficient to payoff all that 
Sir Stafford's N ewSinking Fund,if maintained intact, 
would have paid off, and more; and, except so far as 
they have been specially appropriated to other 
analogous purposes, they have, under the operation 
of the Old Sinking Fund (under which the realised 
surpluses of each year must be applied in reduction 
of debt), been actually applied in payment of debt. 
These surpluses have exceeded the £2,000,000 by 
which he diminished the New Sinking Fund in 
1887-8 and in 1888-9, and the further £1,000,000 by 
which he diminished it in 1889-90. He himself has 
not been backward in claiming ,credit for" paying off 
more debt than has ever been paid off before in the 
same time."· Assuming his statement .of liability 

* See Budget Speech of 1889, p. 23. 
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to be correct and complete' (which, as we shall see u
t 

nsatisftac. 
oryna ure 

below, is a questionable assumption) we may allow him offthismOdte 
" 0 paymen, 

thecreditofhaving actually made these payments. But 
we cannot give him the credit of having intended to 
make them. It is not the amount of" debt which 
unforeseen prosperity enables a Ch~ncellor of the 
Exchequer to payoff, but the amount which he " 
specifically applies and induces the country to 
apply for this purpose which makes the character of 
a bold and successful financier. 

Moreover, the syt;tem, if it can be called a system, It is sure 

of paying off debt by a fluke is almost certain ~~~ 
to break down. All may go on well whilst the 
estimates of Revenue are below the" mark, as they 
have been for the last few years. Then, indeed, a 
surplus is realised, and the Chancellor of the Exche-
quer is able to plume himself on the repayment of 
debt and on having means in hand by which to frame 
popular Budgets for ensuing years. But the position 
will be very different when Budgets are again 
accurate, or when the elasticity of the Revenue 
disappears. The reduction of debt will then be com., 
paratively small, while the temptation to further 
plunder the Sinking Fund as it recovers from 
Mr. Goschen's depredations will be almost irr~
sistible. 

The real charge against Mr. Goschen's dealings Real charge 
. h th N S· ki F d· h" t h h is that Mr. Wit e ew In ng un IS t a e, t e Goschen 

economist paJ1' excellence, the "canonised saint of ~;:;:':3 the 

financial purity," as Lord Randolph Churchill once :;On'!.'t,t~yto 
called him, has now, as Tory Chancellor of the pay. " 
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Exchequer, proclaimed, in piping times of peace and 
prosperity, that £28,000,000 a year is too much for 
this great and wealthy country to devote annually t<> 
the payment of her enormous debt; that £25,000,000 
is ample for this purpose; and that the plan which 
Sir Stafford N orthcote had instituted for a per
manent, steady, and steadily increasing repayment of 
debt is beyond the will or the power of the nation 
to accomplish. Indeed, we are now much worse off 
than we were before the establishment of the New 
Sinking Fund. We then paid a debt-charge at the rate 
of from £26,000,000 to £28,000,000 or £29,000,000 
a year without any fixed limit. .We have now, 
thanks to Mr. Goschen, set up an ideal limit of 
£25,000,000 only. A fatal precedent has been set 
for future Chancellors of the Exchequer, a precedent 
which is only too lIkely to call for speedy imitation. 

Mr. Mr. Ritchie, in his speech at Manchester on October 
Ritchie'ode· 16 h 1 h . b' . 
fence of Mr. t ast, c aracterlSes my 0 servatlOns concernmg 
Goochen'. M G h" f di' estima.tes. r. osc en s estlmates 0 revenue as smgenuous, 

because, he says, the estimates are framed, not by the 
Chancellor of the Exchequer, but by the permanent 
Civil servants. But this, if true, clenches the case 
against Mr. Goschen. Mr. Ritchie says he trusted 
naturally, properly, and absolutely to his permanent 
advisers. In that case he must have believed in his 
estimates, and is excluded from any possible credit 
either for his unexpected surplus or for the reduction 
of debt which that surplus forced upon him. The 
best hypothesis for Mr. Goschen, and, perhaps, the 
true one, is that he did not believe the estimates 
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submitted to him and yet did not dare to rElfuse them; 
and that consequently, expecting a surplus, he did not 
wish to repay debt under the New Sinking Fund and 
under the old one at the same time. But if this was 
his part in the matter, it was not the part of a bold 
or straightforward Minister. In truth, the public will 
not and ought not to admit that the Chancellor 
of the Exchequer is not responsible for his estimates, 
and when for four successive years the estimates 
of one Minister are always in the same direction, 
there is surely ground for suspecting some peculiar 
idiosyncrasy in his character, some'tendency towards 
extreme caution. Now, such an idiosyncrasy may be 
a very valuable quality, and its exercise may under 
some circumstances be a great public virtue. When 
extreme caution in estimating revenues is used for 
the purpose of economising expenditure we may give 
credit for the caution and welcome the surplus. But 
when it is accompanied by unprecedented expendi
ture ; when it is used for the purpose of reducing the 
Sinking Fund; when surpluses are actually produced 
by the reduction of that Fund; still more when,as we 
shall see to be the case here, the future is at the 
same time being anticipated and debt is being 
incurred, we are justified in stigmatising the caution 
~ weakness, and the surpluses as fallacious. 

It is impossible to dissociate Mr. Goschen's Budget Connection 

of 1887 from that of 1888. The reduction of the Si~~~· 
New Sinking Fund by £2,000,000 in 1887 has an :t~'i~:Daid 
obvious connection with the grant of half the Probate ~~~ 
Duty, amounting to about the same sum, in aid of 
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local rates. Now, the new system of Local povern
ment which we are establishing is quite sure to be 
expensive, whatever other advantages it may bring 
with it. Further claims are sure to be made 
upon the Exchequer. What more likely and 
what more easy than that local ratepayers should 
demand, and that Chancellors of the Exchequer 
should concede, the transfer to local purposes of the 
remainder of the Probate Duty, and that the gap thus 
caused in the Imperial Finances should be filled up by 
a further diminution of £2,000,000 or £3,000,000 of 
the annual debt charge. Facili8 descen8'U8 Averni. 
Reasons as good as Mr. Goschen has given will not 
be wanting, and they will be supported by the weight 
of his great authority. 

Effect Mr. Goschen seems mdeed to think that he has him-
of Mr. 
Go.chen·. self, by reducing the New Sinking Fund, raised a bar
reductio 
on the rier against future attacks on that Fund by some less 
future of I M" I 1 . L rd R d 1 h the Sinking scrupu OUS lIDster. n rep ymg to 0 an 0 p 
Fund. Churchill, he said,- in a very pointed manner, that 

if the sum devoted to repayment of debt remained 
as large as Sir S. N orthcote made it, it would be 
" a formidable and enticing sum at the disposal of a 
bold, daring, and enterprising Chancellor of the 
Exchequer." It is curious that so solid a man as 
Mr. Goschen should have thus replied to his versatile 
predecessor. It is still more curious that he should 
not see that, if the daring schemes which he contem
plated as not impossible were really to come within 
the scope of practical politics, his own action and ex-

• See Ha//,8Q.rd, April 21st, 1887, p. 370. 



ample,.yd his own character as a prudent and able 
financier, would be the most valuable precedent that 
could be urged in their favoUr. To save the Sinking 
Fund he throws it overboard,frightened, like Cowper's 
silly sheep, by an empty noise. 

.. He deems it wisest and most fit. 
That to saYe life we jump into the pit." 

Would that we were able to continue the quota
tioo. The poem goes on : 

.. Him answered then his loving mate and true, 
But more discreet than he, a Cambrian ewe, 
How, leap into the pit our life to save! 
To save our life leap all into the grave' 

• • * * 
Come fiend, come fury. giant. monster, blast 
From earth or hell, we can but plunge at last. " 

-From the NwlJus Alann.. 

What a pity that his prudent leader could not act 
the part of the Cambrian ewe! 

One other point remains to be noticed-viz., the Comersion 

relation of Mr. Goschen's successful conversion of the ~:kj':; 
debt to the New Sinking Fund Let us give it in Fund. 

his own words :-

.. At this point I would remind the Committee tbat last 
year 1 expressly reserved the application of tbe £1,000,000 
to be saved in the present year-viz., the Conversion Scheme, 
and said that I did not wish to pled"ae myself or the 
Government as to whetber the w hole, or a portion, or none 
of it should be employP.cl in the remission of taxation, or, on 
the other hand, in the diminution of public debt. • But 
there,' I said, 'it stands-asum of £1.000,000, which will be 
added to the national resources in the year 1889-90, and it 
will be fonowed by a yet larger sum in the iollowing year.' 
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As it has turned out, while the saving in the first year is 
£1,000,000, it will in subsequent years be £1,500,000. What 
I propose, therefore, is this. I propose that £1,000,000 of 
that saving should be annUally applied to meet a portion of 
the deficit due to the Naval Defence Bill, while the £500,000 
should be allowed to go to increase the fund available for the 
diminution of the debt. If I were to act according to pre
cedent, I should be entitled to take the whole of the saving 
for the benefit of the taxpayers. In no Conversion Scheme 
has the saving effected on the interest been applied to increase 
the Sinking Fund. In the Conversion Scheme of 1884, my 
I,"ight hon. friend the member for South Edinburgh gave the 
whole net advantage of his conversion, such as it was, to the 
taxpayer. By my conversion operation, on the other hand, 
if my present proposal is accepted, there will be an amount 
of something like £500,000 a year added to the sum available 
for the reduction of the debt. The only argument which I 
can imagine may be pressed against this proposal is that I 
ought to give the whole of the saving to the reduction of the 
debt, because two years ago I diminished the amount 
available for that purpose by £1,500,000. 

"Mr. CHILDERS: Two millions. 
"Mr. GOSCHEN: Yes, £2,000,000;1 am obliged to my 

right hon. friend; but I have explained before that I 
consider myself perfectly justified in the course then taken, 
and if, as I held, and hold, £5,000,000, besides the Old 
Sinking Fund, is a'sufficient and ample annual provision for 
the reduction of debt, then I feel that if, out of the £1,500,000 
which is 'saved by my conversion, I add £500,000 to that 
provision, I am uoing as much as the most rigid financial 
purist could expect. I believe that a great majority, both in 
this House and out of it, will think that I have taken a 
reasonable, fair, and business-like course in applying this 
£1,000,000, as I propose to apply it, to meet a portion of the 
increased charge due to our naval defence plan. The effect 
will be to diminish the total fixed charge for debt from 
£26,000,000 to £25,000,000, but out of that £25,000,000 
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there will be as much devoted to the reduction of debt as 
ill devoted now out of the £26,000,000, and after the present 
year there will be £500,000 more so devoted. Of the 
£25,000,000, £19,500,000 in round figures will go in pay
ment of interest and £5,500,000 ~ reduction of debt. "it-

Again he says, in recording his own deeds l 
" I have diminished the Sinking Fund by £1,500,000, 

originally by £2,000,000, but I replace £500,000."+ 

One might think, in reading these passages, that 
Mr. Goschen in 1889 was actually increasing the 
fixed sum put· aside by Sir Stafford Northcote for 
payment of debt by £500,000! Nothing of the kind. 

In 1887 it was £28;000,000, and he reduced it to 
£26,000,000 ; in 1889 it was £26,.000,000, and he 
reduced it to £25,000,000. The position he assumes 
is that interest saved by conversion ought, as a 
matter of course, to go in reduction of taxation, and 
not to repayment of the principal of debt. For this 
position he gives no reason, except precedent; but 
no precedent of an earlier date than 1875 is appli
cable to the New Sinking Fund, which did not exist 

. before that year. The only precedent since 1876 was 
the conversion effected by Mr. Childers in 1884; 
but Mr. Childers did not reduce the £28,000,000, ,if 
he did not increase it. Moreover, the saving effected 
by his scheme was infinitesimal, since only £23,000,000 
were converted· under it, 'and those into 2i and 21 
per cent. of larger nominal amounts; and further, 
1884 was still one of the barren years cursed by' bad 
trade and African embarrassments. On the other 

* Budget Speech of 1889, pp. 525, 526 .. 
t Ibid, p. 22. 
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hand, Mr. Goschen's very successful conversion co
incided with times of peace and revived business. 

Looking to the spirit of Sir Stafford N orthcote's 
Sinking Fund, Mr. Goschen's position appears un
tenable. The New·Sinking Fund was not founded 
ou the principle that there should be annually voted 
so much for the interest and so much for reduction 
of the capital of the debt. The very essence of the 
scheme was, that the nation should feel itself bound 
to pay a fixed sum each year, exceeding the annual 
interest, and that the surplus, whatever it might be, 
should go to repayment of principal; and the merit 
of the scheme was that, as the payment for interest 
diminished, the repayment of principal would become 
larger a.nd larger. Conversion is one principal 
method of reducing interest, and must have been 
contemplated in 1876. But not a word is to be 
found in Sir Stafford N orthcote's speeches, or, so far 
as I know, in any speeches or literature on the sub
ject, suggesting a reduction of the £28,000,000 in 
case of conversion; much less of a second reduction 
of a third million on the ground of conversion, when 
a previous reduction of £2,000,000 had been ma~e 
within three years forthepurpose of repealing taxation. 
Nor does any such suggestion appear to be consistent 
with the principle on which, as stated above in Sir S. 
N orthcote's own words, the New Sinking Fund is 
based. The very least we might have expected from 
such a financier as Mr. Goschen is that he should have 
applied the whole.£1,500,000 gained by his conver
sion towards making good his previous reduction of 
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£2,000,000. " But no ! We have heard of the man 
with a windfall, who was not sure how to make the 
best of it, but was quite sure that the worst 
possible thing he could do with it would be to fritter 
it away in payment of his debts. And yet our great 
economist, in taking credit for the large. reductions 
of debt effected by the unsatisfactory method of 
under-estimated surpluses, can still say: Ie I suppose 
this story" (i.e., a reduction of debt in three years 
of £23,323,000) "will be satisfactory, unless, indeed, 
there be members o( this House or of the outside 
public who think that money may be better spent 
than in reducing the enormous liabilities which still 
lie upon us with regard to the National Debt." 
Brave words! if only the deeds had been as brave! 

To sum up. The estimated surplus of 1887-8 was Sdumli!Dary of 
ea ngs 

£289,000; the actual surplus was £2,378,609. The iii\:, the 

estimated surplus of1888-9 was £212,056 ;,the actual • t, 

surplus was £2,798,000. The estimated surplus of 
1889-90 was £183,000; the actual surplus was 
£3,221,000. These three surpluses amounted together 
to £8,397,609.* The fixed charge for payment of debt 
was reduced from 1887-8 inclusive by £2,000,000 ; 
and from 1889-90 inclusive by £3,000,000, making 
altogether £7,000,000, so that the surpluses in these 

* This amount, which would, if the Old Sinkin~ Fund had· 
been left undisturbed, have been applied in reductlOn of debt, 
was not all of it SO applied; £2,000,000 was specially appro
priated to payment of the expenses of Conversion, and consider
able sums for other analogous purposes, so that the actual sum 
applied out of the surpluses in repayment of debt was consider
ably less than the above amount. See Sir W. Harcourt's 
return, No. 343 of 1890. 
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three years were more 'than the sums by which the 
fixed charge was reduced. But if the fixed charge 
had not been reduced, the apparent surpluses would 
have been less by £7,000,000 ; the superficial appear
ance of prosperity would have been less; and 
Chancellors of the Exchequer would have had smaller 
sums to play with in subsequent years; but, on the 
other hand, the nation would during this period of 
prosperity have been silently paying, and have been 
pledged for the future to pay, the very moderate fixed 
sum which the prudent management of 1876 had 
allocated, and which, until Mr. Goschen appeared on 
the Bcene, was devoted, to the payment of debt. 

So to miscalculate the future in a time of peace 
and plenty as to produce an imaginary deficit; on 
the faith of this deficit to reduce by million after 
million the moderate fixed annual sum which a. 
Conservative predecessor had appropriated to the 
payment of debt; to deal with the surplus thus 
created as if every obligation had been discharged, 
and as if it might in subsequent years be treated as 
a fixed rule that £25,000,000 a year is all we are able 
and willing to devote to our debts; and to show to 
future Chancellors of the Exchequer how easily they 
can produce surpluses by repealing obligations to 
reduce debt-may be good party politics, but it is 
not heroic finance. 

ARMY AND NAVY EXPENDITURE. 

So far I have been arguing on the assumption that 
the surpluses of recent Budgets. are, as Mr. Goschen 
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has represented them, real, trustworthy surpluses, 
available as bond. fide assets. But is this the case? 
If not; if things are being made pleasant; if we are 
forestalling the future, and throwing new burdens on 
years to come, the charge against the finance of the 
present Government becomes much more serious. 

In such a treatise as this it is impossible to do 
more than touch upon what has no doubt been Mr. 
Goschen's great difficulty, as it is the difficulty of all 
Chancellors. of the Exchequer-viz., the demands for 
military and naval expenditure. Against war scares 
all Governments appear to be powerless. But the PofeculiariJas· f -ty 

. tour 
Armyand Navy expenditure of the last four years yean!_ 1m. 

has some peculiar features. In the first place, this r,';,di"m:in 
period has been, unlike the previous decades, a time p::;'f 
of profound peace. There have neither been wars 
nor rumours of wars. But the sums spent have been 
enormous, far exceeding the expenditure of most 
years of peace, and of many years of war. 

The following are the figures of Army and Navy ~""'. 
expenditure taken from Mr. Goschen's estimates·:- :::tof~ 

For 1887·8 £30,871,000 
1888·9 29,823,100 
1889·90 32,451,000 
1890·1 33,345,000 

The figures of actual expenditure for the first 
three of these years, as given in the Statistical Ab
stract, are as follows :-For 18R7-8, £30,759,000; for 
1888-9, £29,108,000; for 1889-90, £32,783,000. 

But besides these sums, met by the revenues of 

.. See the tables appended to his published Budget speeches. 
D 

venue. 
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the year, there is more. We have been, and are, 
spending still more money, which will have to be 
paid out of the income of future years. Under the 
arrangements of 1887-8 a debt of £2,600,000 for 
ports and coaling stations was charged upon the 
annual increased income of £570,000, which we 
expect to get from the Suez Canal Shares in 1894 
and following years. * This anticipation of future 
income is, of course, precisely as much a sacrifice of 
the future to the present as if, instead of forestalling 
new revenue, we had incurred a debt. In the same 
year, and by the same Act, we charged future years 
with the payments for Australian ships of war. In 
1889 the payment of £21,500,000 for the seventy 
new ships, which the scare of that year demanded, 
was spread over a period of from five to seven years.t 
It is said, indeed, that this £21,500,000 is to cover all 
the shipbuilding which will be required during these 
seven years, and that, conseqnently, there is no real 
forestalling of the future, but only a determination 
and equalisation of expenditure. But who shall assure 
us of this? Programmes of shipbuilding have in late 
years been changed almost as often as programmes 
of stage plays. Judging from past experience, and 
from the ever varying demands of naval experts 
and alarmists, it is not unreasonable to expect that 
before the ships now in construction are paid for, 
perhaps before they are completed, many of them 
will be so antiquated and obsolete as to raise a fresh 

* 51 and 52 Vict., c. 32-
t 52 Vict., c. S. 
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scare and give rise to a new demand. Eyen" at the 
moment when I write admirals are demanding more 
crUIsers. 

Moreover, a large part of this £21,500,000 is 
charged, not upon moneys to be provided by Parlia
ment, but upon the, Consolidated Fund, thereby with
drawing the annual control over the expenditure 
from the House of Commons. Surely if there is one 
thing which past experience teaches, and which 
daily experience illustrates, it is that the fashion in 
ships is almost as, changeable as that of ladies' 
bonnets j that plans for building them cannot be per
manent j and that expenditure upon them ought on 
no account to be either thrown on the future or 
withdrawn from annual control, especially by a 
Government which has the good fortune to light 
on a period of peace and exceptional prosperity. 

In addition to the above charges on the future, 
there is a further sum of £4,100,000 to be spent 
on barracks, of which £300,000 is to be paid out 
of revenue (viz., in 1890-1), and the' remainder 
to be borrowed as wanted, and charged on the 
future.· 

How much of all these debts will be paid out of 
revenue in the years in which the money is spent, 
how much will be thrown on subsequent years, and 
for what number of years the burden will continue, 
it is impossible to make out, and this impossibility 
and consequent obscurity· in accounts is one of the 
chief charges against Mr. Goschen's Finance. But a 

• Barracks Act, 1890 (53 & 54 Vict .• c. 25). 
D 2 
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Mr. Shaw return moved for by Mr. Shaw Lefevre* is very in
Lefevre's 
return of structive. From that return it appears that· the 
~~~re estimated Army and Navy expenditure for the 
m present fin' I . 1" 11 
year, show· present anCla year IS as 10 ows:
mgheavy 

~:{!:,n 011 Ordinary expenditure • £31,514,400 
years. Extraordinary expenditure, including-

Imperial Defence Act, 1889 5,279,082 6 807 03 
Imperial Defence Act, 1888 £1.127,951} 

Barracks. . • • 200,000 ,,3 
Volunteers 100,000 

Of which there is to be paid 
Out of Revenue of 1890·1 
Out of Revenue of 1889·90 

Total 

Total out of accrued, or accruing Revenue 
Leaving to be paid in future years. 

38,321.433 

33,342,971 
407,564 

33,750,535 
4,570,898 

It further appears that a large part of this ex
penditure had actually been incurred in 1889-90; 
that £1,500,000 was transferred from the Exchequer 
balances to the Naval Defence Fund in the same 
year, and that at the period when Mr. Goschen made 
his Budget speech it had to be restored to those 
balances. It was not, however, treated as a liability, 
and no notice is taken of it in Sir W. Harcourt's 
Return of the National Debt for 1890.t 

:~~~:: of So far, therefore, from there being any real surplus 
surplus. in the present year, there must, according to these 

figures, as pointed out by Sir W. Harcourt in his 
speech at Derby in August, 1890, be a heavy 

* Parliamentary Paper, No. 200 of 1890, . 
+ Budget Speech, 1890, p. 704; and Returns 378 and 343 of 

1890. 
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deficiency, and this deficiency will have to be made 
good in future Budgets, whilst at the same time we 
shall no doubt again have te listen to self-congra
tulations oJ? the way in which we are paying off debt. 

It seems scarcely credible that this should be the l\Ir.Goschen 

Finance of a Chancellor of the Exchequer who, when ~~~~!te's 
Sir Stafford Northcote proposed to spread over two Finance. 

years the payment of £5,000,000 incurred during a 
period of commercial depression, and of special ex
penditure on account of wars and rumours of wars in 
Europe, in Asia, and in Africa, reproached that states-
man with ·conduct "shabby, flabby, and inadequate 
to the occasion "-conduct wanting in that courage 
which was calculated to secure repute abroad and 
credit at home. * 

The whirligig of .politics brings its revenges. 
Whatever may have been the demerits of former 
Conservative Chancellors of the Exchequer, we now 
see that a sound Liberal economist, turned into a Tory 
Minister with a powerful majority at his back, is at 
least as unsuccessful in securing permanent repay
ment of debt, or payment of present expenses out 
of present income, as the predecessor whom, when 
out of office, he condemned so vigorously. 

There may be politicians to whom the future 
welfare of the nation is a trifle, if it conflicts with 
present popularity; there may be others who regard 
any steady effort to payoff debt as Utopian; and 
there are probably more who, knowing well what is 
brave and right and true, are led or driven by pres-

• See Mr. Goschen's speech, Hansard, April 28th, 1879.· 
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sure or bad company into feeble and cowardly CO\ll'l!es. 
But the antecedents and reputation of the present 
Chancellor of the Exchequer are such as led his 
admirers to hope for other things from him. 

"Who would not grieve Buch Minister must be ; 
Who will not weep if Atticus be he 1" 

1I1i1itary One further observation. The scares which have 
d:e': ~g~ caused this expenditure of present, and the fore
~. but stalling of the future, Revenue, are not owing to the 
~=: who recently established democracy. They have now, as 
~~;~ore. on former occasions, originated with the services. 

with the clubs, with society, and with the London 
newspapers. So far as the democracy has shown 
any sign, it takes no interest in, or is opposed to. 
them; and if there is any hope of resistin~ scares 
more effectually in the future than has been possible 
in the past, that hope lies in the growing power and 
sense of the democracy. This observation leads to a 
corollary which is of much importance from a purely 
financial point of view. It is often said that direct 
taxation, and especially graduated direct taxation, is 
dangerous with a democracy, because the masses 
will, under such a system of taxation, have the 
excitement of spending the money without feeling 
the burden of paying it. But in the case of naval 
and military expenditure it is not the masses, but 
the classes, who call for it; and, therefore, if we 
wish to keep it within limits, it is upon the classes 
and not upon the masses that the burden should fall. 

Direct taxation of capitalised property, whatever 
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may be its effect on domestic expenditure, need not 
be feared as an incentive to the worst and most 
dangerous of all forms of extravagance. 

NEW Sot:BCES OF TAXATIOY. 

Mr. Goschen is deeply impressed with the danger ~'-!:" 
of leaving the Revenue to depend on too small a ~ 
number of sources, and he has endeavoured to A ~ 

eipriDciple 
increase them. The general tendency of the last 
fifty years has, no doubt. been in the direction of 
simplicity; taxes on articles of consumption have 
been reduced to a very small number; direct taxa-
tion has increased; and the Income-tax has been 
used as an easy method of meeting growing wants. 
Mr. Goschen apparently thinks that this process has 
been carried too far, and he has used his great 
knowledge and ingenuity, sometimes successfully and 
sometimes unsuccessfully, to counteract it. The 
general arguments for and against such a course 
need not be repeated here. It is notorious that our 
greatest financiers since 1s.w have made their repu-
tation by simplifying our tariJt by imposing direct 
taxation. and by reducing taxes on industry ~d 
consumption. 

llr Goschen's proposals for new taxation have, 
therefore, raised a serious question of principle, on 
which opinions may differ. But the fact that such 
a question ex:i.sts rendera it the more important to 
scrutinise those proposals in detail Upon some of 
them there will be little or no adverse criticism, 
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especially upon those which' have extended the pro
Inerease of ductive system of stamp duties on commercial 
~~:l. on transactions. His amendments of the law with 
commercial • 
t!"'J'S8oC' respect to stamp dutIes on the transfer of debenture 
tions. stocks and stock certificates; the voluntary composi-

tion in lieu of stamp duty on the transfer of shares or 
stock of companies or municipal corporations; the 
revision and e.xtension of stamp duties on foreign and 
colonial securities, on mortgage of stock, on equitable 
mortgages, and on contract notes,* are matters to the 
policy of which most persons will assent, whilst Mr. 
Goschen's knowledge and industry are guarantees 
for their successful manipulation. His tax of £1 per 
£1,000 on the nominal capital of new joint-stock' 
companies is still more important and more valuable. 
It produced £157,948 in the first year, and £294,274 
in the second year; and, considering how little re
gard is paid to expense in starting new companies, 
and how large are the sums which are appropriated 
to founders and promoters, one can only regret with 
Mr. Goschen that the percentage appropriated to 
the State is not more than 2s. per £100. 

Taxes on As regards his proposals for new taxation of articles 
t':,,:ump

. of use and consumption far greater doubts and diffi
culties arise. About the additional £300,000 raised 
upon beer in 1889 there is little or nothing to be 
said ill the way of adverse criticism. But it is 
different with the Wheel Tax and Horse Tax, pro
posed, but not carried, in 1889; with the additional 

* See Thirty-third Report of Com:missioners of Inland 
Revenue. App. pp. vi. and vii. 
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wine duty imposed in the same year, and with the 
new duties on alcoholic dr~nks of 1890. To the 
wheel and horse taxes, which were to be imposed in Wheel and 

aid of local rates, I shall recur in the following horse tax. 

chapter, and shall show that they were taxes 
involving more than one element which made them 
not only unpopular, but really' objectionable. To Duty,!n 

the new duties on alcoholic drinks imposed in 1890, :~ 
and their application to Local purposes I shall also 
recur. On the other hand, the new wine duty 
must be admitted, even by those who doubted it at 
first (as I did), to be a success, for it produced 
£163,406 in the first year of its imposition,- and is 
levied upon what is distinctly a luxury of the richer 
classes. But the history of the tax is instructive. 
Originally it was imposed on all bottled wines, as 
being the more expensive wines. But, as everyone 
knows who has imported wine, wine is better bottled 
at Bordeaux than in London; and it is worth while 
to pay the extra cost of the carriage of bottles, even 
()n the lightest dinner wines. After trying the ori-
ginal proposal, the Chancellor of the Exchequer 
modified his first tax by a second Act of the same 
Session, and altered it into an additional tax ,on 
sparkling wines alone. As these must all be 
bottled • during the process, and at the place 
()f manufacture, the question of bottling in the one 
country or the other does not arise; the distinction 
between these wines and other wines becomes pal-
pable and easy of. application, and the tax becomes 

* Thirty-third Report of Customs, p. 13. 
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a tax on. a species of wine which is altogether a 
luxury of the well-to-do cla.<;ses. The case illustrates 
the difficulty of imposing new taxation on imported 
articles when these conditions cannot be secured. 
But the more important lesson to be learnt from the 
history of this tax is the tendency of new taxes on 
articles of consumption to slide into Protection. 
English people buy wines bottled in France, because 
in France wines are bottled better than in England. 
With this notorious fact before him, the Chancellor 
·of the Exchequer, in making his first proposal, was 
betrayed into saying: ." It is possible that the 
bottling trade in England may receive a certain im
petus, but I cannot conceive that that is an objection 
to the plan." Such words from such an economist 
as Mr. Goschen mean much in the eyes of an expec
tant trade, and give a very mischievous encourage
ment to Fair-traders. Their effect is well illustrated 
by the subsequent Report of the Commissioners of 
Customs, who, parrot-like, echo Mr. Goschen's false 
note by saying: "The duty was received by the 
wine trade in this country with satisfaction, as being 
calculated to transfer to the United Kingdom the 
share of the bottling industry which had hitherto 
been centred in the wine producing countries."· 

Sugar Coupling Mr. Goschen's express desire to multiply 
Convention 

sources of taxation with such utterances as these, is 
it unfair to reflect on what might have happened to 
a much more important article of consumption
sugar-if the proposals of the Government with re-

* Thirty-thilrd Report of Oustoms, p. 16. 



IMPERIAL !<'INANCE. 43 

spect to the Sugar Convention had found favour with 
the nation? Fortunately, the proposals, introduced 
under a Free-trade mask, were, when that maRk was 
stripped off, recognised to be so essentially Protec
tionist in character, and also,. to use Mr. Henry 
Fowler's epithet, to be so grotesque, that the Govern
ment were frightened out of them before they were 
submitted to a vote in the House of Commons. But 
if they had been adopted, and if a differential tax for 
Protectionist purposes pad been imposed on certain 
sugars, what would have been more easy than to 
extend the tax to all sugars, and thus broaden the 
basis of taxation by "imposing a duty of a hybrid 
character on one of our chief articles of consumption? 
We have possibly escaped more than one retrograde 
step by defeating that insidious proposal. 

1'he moral to be drawn from these new taxes of Mr. New taxes 
on con-

Goschen's is that, however desirable it may be to find ~h:J\.~o:e 
new sources out of which to get revenue, it is also j"!'f?~lt 
our bounden duty to criticise with extreme jealousy en 1CISe 

every fresh proposal for new forms of taxation, and 
especially every proposal for taxing articles of use 
and consumption. 

Having said thus much on these proposals, it is RAldu~tion 
• . of duties on 

but fair to remember that, warned by experience, Mr. tobacco, 
. ff h tea., cur" Goschen has, as ·a fiscal Improvement, taken 0 t e rants, a.nd 

b d · d' 1878 d . golda.nd extra to acco uty Impose m ,an amountmg to silver pla.te. 

about 4d. per lb. ; that he has lightened and improved 
the carriage duty; that he has reduced the duty on 
tea by 2d. a lb.; that he has reduced the duty on 
currants from 7s. to 28. per cwt.; and that he has 
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abolished the duty on gold and silver plate. Would 
that he had completed this last job by abolishing the 
antiquated and protective system of compulsory 
Hall-marking. 

The new taxes on alcoholic liquors. the proposed 
wheel and horse taxes, and the additions to the 
Death Duties are noticed elsewhere in connection 
with Local Finance. Looking to what we shall have 
to say about them as well as to what has been said 
concerning the other new taxes above mentioned, 
Mr. Ooschen's proposals for new taxes lead us to the 
same conclusion to which the consideration of other 
parts of the subject leads us-viz .• that whilst the 
financial management of the last four years bears 
witness to a very unusual degree of skill. industry, 
and ingenuity, it does not display a corresponding 
amount of courage, of thoroughness; or of popular 
insight; and that, above all, it is open to the charge 
of weakness in the maintenance of principles which 
have been adopted by our greatest financiers, and of 
which we had reason to believe Mr. Ooschen to be a 
convinced and resolute advocate. 

CONCLUSION AS TO IMPERIAL FINANCE. 

Conclusion Revenue repeatedly under-estimated; current 
~:::'rial expenses repeatedly postponed; so that estimated 
::a:.:':,; It deficits and surpluses are alike uncertain and untrust
:b":;,~~:d worthy; the fixed sum which had been made appli-

cable to permanent debt largely diminished; taxes 
at the same time taken off; and subsidies to local 
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authorities largely increased; these, so far as Im
perial Fmance is concerned. are characteristic fea
tures in the Budgets we have been ex~g. It 
is not too much to say of them that, in these 
respects, they have mystified the national accounts, 
and have sacrificed prudence to popularity. 

It is obvious that this cursory review of Imperial 
Finance is altogether imperfect without a considera
tion of what has been done in the matter of local 
finance in its relations to Imperial Finance; and of 
the changes which have been made in the Death 
Duties. With these subjects I shall deal in future 
chapters. 
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IN the last chapter were considered the measures of 
the last four years, so far as they related to Imperial 
Finance alon~. In the present chapter I propose to 
make some observations on the measures of the same 
period, so far as they relate to Local Finance and its 
connections with Imperial Finance. 

I propose to consider, in the first place, the subject 
of loans made by the Imperial Exchequer to Local 
Authorities, and then to discuss the much more 
important subject of Grants made by the Imllerial 
Exchequer to Local Authorities. To deal properly 
with this part of the question it will be necessary to 
consider the principles of these grants; the history 
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and nature of Local Taxation as examined and illus
trated by Mr. Goschen in 1870-1872; the subsequent 
increase in Local Taxation; the action of the Govern
ment with respect to Local Grants from 1887, to 
1890, including those of 1887; the proposed Van, 
Wheel, and Horse Tax; the allocation in aid of Local 
Rates of the Licence Duties and half the Probate 
Duty in 1888, and of a pa,rt of the duties on alcoholic 
·liquors in 1890; concluding with certain criticisms 
on the system of subsidies thus introduced and 
extended. 

LOANS FROM THE IMPERIAL EXCHEQUER FOR LOCAL 

PURPOSES-LoCAL LOANS FUND. 

One of the first subjects to which Mr. Goschen Loans from 

di d h· .. h' fi B d h Imperial recte IS attentIon In 18 rst u get speec was Exchequer 

h .. b' f L 1 L . f 1 for local t e mtncate su .Ject 0 oca oans--'!. e., 0 oans purposes. 

made by the Imperial Exchequer to Local Authorities 
for local purposes. The practice of making such 
loans has grown up during the present century out 
of wants arising from time to time, and, like other 
similar practices,has been irregular and unsystematic; 
and though it has been, on the whole, useful and 

. well managed, it has in some cases been attended 
with loss. It would be out of place here to attempt 
to give the details of this practice ; details which 
Mr. Goschen states he found it difficult not only to 
explain but to understand. They are set forth witl?
admirable clearness in a Treasury Minute,· which 

* Parliamentary Paper No. 166 of 1887. 
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also explains in detail Mr. Goschen's plan for amend
ing it. 

Principle of The underlying principle of the whole scheme is 
loca.lloans. to make the national credit available for local wants ; 

so that the nation becomes a borrower, on the one 
hand, of such fUnds as are needed for local purposes, 
and a lender, on the other, to such local authorities, 
and for such local objects, as may from time ro 
time be authorised by Parliament. The loans are 
all made repayable by instalments of different 
amounts extending over different periods, and they 
bear various rates of interest. It is obvious that 
such a system as this is open to the gravest objec
tions, unless the utmost care is taken that the 
security given to the nation for the money it lends is 
good, and that the interest paid by the local authority 
is sufficient to recoup to the nation the interest 
which it has to pay for the money it borrows, and all 

'imperfec
tion of 
securities 
and con
fusion of 
accounts. 

the expenses which it incurs. Unfortunately, this 
has not always been the case. Out of upwards 
of £100,000,000 which have been advanced by the 
nation, £12,000,000 have been remitted, of which 
£6,500,000 are now treated as gifts, and £5,500,000 
as bad debts. Nor is this all. The money advanced 
by the nation for these loans has been borrowed or 
otherwise procured in different ways; and has been 
supplied to the different lending departments, and 
advanced by and repaid to them in diflerent ways. 
Much confusion has resulted. Some improvement 
was made by Sir Stafford N orthcote in separating 
the payment of interest from the repayment of 
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capital.· But under the arrangements as they 
existed prior to 1887 no aCcount existed, or could 
exist, showing, as regards capital, the whole 
amounts borrowed and lent for the time being; 
and showing,. as regards interest, the relation 
between the interest paid by the nation to its 
creditors, together with the annual expenses of 
management on the one hand, and the interest 
received by the nation from its debtors on the other. 
Mr. Goschen's Local Loans Fund scheme has remedied 
this defect. 

In the first place, a special and distinct form of ::er:~~fsh. 
National Debt, called Local Loans Stock, has been ~i:... 
created, and, except for temporary purposes, all Fund with 

moneys to be advanced by the State are obtained by :,~te 
further issues of this stock ; and, in the second place, 
a Local Loans Fund has been created, into which are 
paid all moneys thus borrowed, and all other moneys 
applicable to local loans (i.e., interest and principal 
repaid, &c.), and out of which all advances to local 
borrowers and other outgoings are made. The capital 
account of this fund shows, on the receipt' side, all 
moneys borrowed by the State for the purpose of 
local loans, and all instalments of capital repaid by 
local borrowers; and, on the payment side, all ad-
vances made to local borrowers, and also (in the form 
of cancellation of Local Loans Stock) all repayments 
of capital, if any, made by the State. The income 
account of the fund shows, on the receipt side, all the 
payments of interest made by local borrowers j and, 

• FioofU:6 and Politica, ii, 180-183. 
E 
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on the payment side, the dividends on Local Loans 
Stock, the interest on temporary loans borrowed by 
the State, and expenses incurred in carrying on the 
business of the fund. In addition, a sum of £130,000 
a year is charged to the income account as a sinking 
fund for the repaymeJ;lt of the five millions and a
half of bad debts above referred to. If, after making 
these payments, there is any surplus on the income 
account, it is carried to the -capital account, and to 
that extent obviates the necessity of furt.her bor
rowings. It is thus possible to see by a glance at 
this account what amount the nation has borrowed; 
what amount it has lent; what sums are overdue; 
and whether the annual incomings and outgoings 

Two annual show a surplus or a deficiency. Two annual accounts 
~'i,"3.:l,~. have beeIi. published, the one for the year ending 
The later • 
onesh!,ws March 31st, 1888, the other for the year ending 
adelimency. ". 

March 31st, 1889.* From the latter account It ap-
pears that the Local Loans Three per Cent. Stock 
amounted to £40,953,767. The income account for 
1887 -8 showed, after the payment of all outgoings, a. 
surplus of £78,576, which was transferred to the 
capital account in the accounts· for the following 
year. The income account for 1888-9 shows no such 
surplus, but, on the contrary, a deficiency to the 
extent of about £18,000, so that this amount of 
annual expenses, which ought to have been paid out 
of income, remains unpaid. It appears to demand 
inquiry why there should be so great a difference 
between the two years-the one showing a surplus 

* Parliamentary Papers, 36 of 1889, and 93 of 1890. 
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of £78,000, the other a deficiency of £18,000. If the 
present deficiency does not arise from temporary or 
accidental circumstances, the conclusion seems to be 
that the interest charged by the State to local bor
rowers is insufficient, and that, if the fund is to re
main solvent, the rate must, be raised. If furth:r 
experience proves this to be the case, it will be an, 
illustration of the value of the new form of account. 

The whole arrangement is one which reflects great 
credit on Mr. Goschen and the Treasury. A very 
important but very complicated subject' has been 
disentangled and rearranged in such a manner as to 
make the results clear, and to leave· with Parliament 
the responsibility of seeing that these results do not 
land the Local Loans Fund in insolvency. There 
are probably few statesmen except Mr. Goschen who 
would have combined the knowledge, the skill, and 
the perseverance necessary to make so good a job 
out of such a difficult, unpromising, and unpopular 
subject. 

The scheme, judging by the results, appears open Criticism by 
. . . Th . f h II Mr. Glad-to one cntlclSm. e present pnce 0 t e 2. per stone. 

Cent. Consols (Goschen's) is about £95, whilst that 
of Local Loan Stock, which is a 3 per cent. stock, is 
only about £100 or £101. If the price of each were 
in proportion to the interest,that of Local Loan Stock 
ought, of course, to be higher than it is, and it is open 
to question whether the Local Loan Stock would not 
have borne a higher price if, instead of being a dis
tinct stock, it had fonned part of the large mass of 
2£ per Cent.s. It is interesting to observe that Mr. 

E 2 
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Gladstone took this point in 1887. In suggesting 
tha.t it would be better to make this (i.e., the Local 
Loan Stock) a 2! per cent. stock, he said: "Unques
tionably a new 3 per cent. stock would not represent 
to the public credit in so good, legible, and cheap a 
form as the greater stocks."· It is clear that the 
price of any such stock depends upon its quantity 
and the facility of dealing with it, as well as upon its 
safety and the amount of annual return. 

GRANTS OUT OF THE IMPERIAL EXCHEQUER TO 

LOCAL AUTHORITIES. 

History and Nature of these Grants .. 

Their origin 'I'his subject is, of course, far larger and more im
and history. portant than that of the loans. It raises most serious 

questions, not .only of finance, but of social politics. 
These grants have long formed a difficulty with suc
cessive Governments. The burden of direct local 
taxation, in the form of rates upon the occupier, who 
almost always pays them in the first instance, and 
upon the landowner, who may, and in many cases 
does, lose rent in consequence, has been a constant 
grievance, and this grievance has of late years been 
aggravated by the new duties thrown on local au
thorities and the consequent increase in the rates. 
Under these circumstances, the pressure for relief 
out of the Imperial Exche quer has been such that 
few Governments have been willing, and none able, 
to withstand it. A system has consequently grown 

* Hamard, Apri125th, 1887, p. 440. 
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up of doling out from the Imperial pocket, in re
sponse to the most pressing applications, various 
annual sums, to be applied by local authorities to 
special purposes and in special ways dictated to them 
either by Parliament, or by some one of the offices of 
the Central Government. The sums' annually charged Their t 

amoun. 
on the public revenue in aid of local taxation-ex-
clusive of the Education Grant-appear to have in
creased from a million and a-half in 1858 to upwards 
of six millions in 1887. The principal additions 
were made in the years 1866 to 1869, 1873 to 1875, 
and 1878 to 1882.* I am, however, unable to 
analyse these figures. They do not correspond with 
the grants in aid of local taxation in the Civil Ser
vice Estimates, or with any figures I can find in the 
Reports and Returns of the Local Government 
Board. 

The evil of such a state of things is obvious. It Evils of 

1 h - .. IE h h these paces t e Impena xc equer at t e mercy of a com- grants. 

bination in the House of Commons; it transfers the Shifting of 

burden of local ~ants from the local backs which burdens. 

ought to bear it to the back of the nation which, as a 
general rule, ought not; it exempts local property 
from the burden of the expenditure by which that 
property benefits, and throws that burden on the in-
dustry, capital, and consumption of the whole country. 
But this transfer of burdens is, perhaps, the least part 
of the evil. The more serious consequence is the in- Demoralis&-

d ·t k h .. 1 f I 1 If tion of local roa 1 ma es on t e pnnClp e 0 oca se -govern- government. 

* See Mr. Childers' Return, Parliamentary Paper 294 of 
1889, p. 5. 
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ment. When, and so far as, counties, towns, and dis
tricts manage their own business and pay for their 
expenses by means of taxes imposed by their own 
representatives on themselves, they are compelled 
carefully to examine their own wants; to measure 
them against their own resources; to ascertain 
accurately what is wanted, and to do that and 
no more j and to do it in the most efficient and 
economical way. It is in such a course of action 
that good local government consists; it is by 
such proceedings that public spirit, independence, 
self-control, and all the great qualities which make 
gpod citizens are tested and developed. The ideal 
condition of finance in a perfect system of local· self
government is one in which each local authority 
levies its'own taxes upon its own subjects within its 
-own area j in which it has the power of applying the 
proceeds of these taxes, within certain limits fixed by 
general law, for the local advantage of Its own 
citizens; and in which it has power to increase or 
diminish its taxes, at its own discretion, according to 
its means and its want.s. If the present system of 
rating within a given area for the purposes of that 
area embraced all property within the area, and were 
just in its incidence on that property, it would fulfil 
these conditions. But we know that it does not. All 
purely personal property, as well as some of the 
largest and most important interests in land, escape 
from rating; and hence many of our present difficul-

. ties and the pressure for Imperial relief, bringing in 
its train the evil results referred to above. 
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It may be said that I have exaggerated this evil, ~~~ 
because the local ratepayer is also an Imperial tax- ~~i~rings 
payer, and consequently the discharge of local ex- increase of 

f I . 1· h aggregate penses out 0 mpena taxes IS not so muc a trans- burdens .. 

fer of a charge from one pers!ln to another' as a 
transfer of the payment from one pocket to another 
pocket of the same person. This statement is true 
to a limited extent, but to a limited extent only. 
The class of persons who pay rates does. not coincid,e 
with the class of persons who pay taxes, nor does the 
burden of rates coincide with the burden of taxes. 

But so far as the statement is true, and, even 
assuming it to be universally true, the real evil 
of these grants remains. Where the local ratepayer 
-pays his rate to his own local authority for certain 
specified objects, he knows for what purpose he 
is rated, and he has the motive, the knowledge, 
and the means necessary for controlling the outlay 
and for' seeing that the money raised is properly 
expended. When he pays his tax into the huge 
public pu~e of the- Chancellor of the Exchequer, 
and where his own Local Authority, instead of 
extracting its money directly from his pocket, draws 
it from that apparently inexhaustible reservoir, he 
has no motive, no knowledge, no means for exercising 
any such control. He thinks, and his Local Authority 
thinks, that what they get out of the big public 
pocket is so much to the good of the local community, 
and to the relief of the individual local ratepayer, and 
both forget that what they save in rates they lose in 
taxes. Indeed, the real result is that they lose much 
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more than they gain. because all apparent motives 
for economy being gone. the aggregate expenditure 
becomes much more extravagant, and the aggregate 
taxation ·becomes much heavier than it would 
have been if each ratepayer had felt its pressure and 
had used his judgment in controlling it. 

~XtPerienete Let us now, whilst examining the changes of the 
m ~hep.... •• 

last four years, see what gUldance the expenence of 
the past afford~d; whether that guidance has been 
faithfully followed; and how far we have made any 
advance towards our ideal. In order to do this, we 

~ompla.ints must go back as far as 1870. Long before that date 
~n~~~. the landed interest had complained of the rates. In~ 
fsro~:!JnbY deed, it would be difficuit to find a time at which the 
the towns. d· II h h d b rates, an especla y t e poor rate, a not een a 

grievance to the landed interest. But to the old 
grievance complained of by that interest was added a 
far more serious grievance when the growth of popu
lation and the increasing needs of crowded humanity 
called for local improvements in urban districts, of 
which our ancestors never dreamed; and rates-paid 
by the occupying tenant-had to bear the burden. It 
was still the landed interest, however, which led the 
attack. Sir !:[assey Lopes, a county member, carried 
in 1871 against the Liberal Government of the day, 
by a majority of241 to 195, a motion that 
"it is the duty of the Government to inquire forthwith into 
the incidence of Imperial as well as Local Taxation, and to 
tske·such steps as shall insure that every description of pro
perty shall equitably contribute to the national burdens. "* 

* See Hansard, Febl1lary 28th, 1871. 
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And in 1872 he succeeded in carrying, by a majority 
of259 to 159, a motion that -

" it is expedient to remedy the injustice of imposing taxation 
for national objects on one description of property only, 
and that, therefore, no legisIation with respect to local taxa
tion will be satisfactory which does not provide either in 
whole or in part for: the relief of occupiers and owners in 
counties and boroughs from charges imposed on ratepayers 
for the administration of justice, police, and lunatics, the 
expenditure for such purposes being almost entirely inde
pendent of local control," 

thereby defeating an amendment, moved by Sir 
Thomas Acland, to the effect "that rates for new 
objects, instead of falling dir~tly upon the occupiers 
of rateable property, should be distributed in Eng
land, as in Scotland and Ireland, equitably between 
the owners and occupiers." * The real meaning of 
these motions was, no doubt, that real property 
should be relieved from rates at the expense of the 
Imperial Exchequer; but it is probable that Sir 
Massey Lopes would not have been as successful as 
he was if the pressure of ratepaying occupiers in 
towns had not been united to that of the rural land
owner. 

In London the pressure of rates had, before 1870, ::=, 
been the subject of Parliamentary action. t In 1866 by udon. 

the Select Committee on Metropolitan Government, 
of which Mr. Ayrton was chairman, and of which Mr. 

• Hanaara, April 16th, 1872. + Those who care to see the history of this movement, and 
especially of Mr. Goschen's part in it, more fully stated, will 
find it in the evidence given to the Town Holdings Committee 
Report of 1890, Parliamentary Paper No. 341. 
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Mill was a member, were t.old by Sir J. Thwaites, 
then chairman of the Metropolitan Board of Works, 
that the pressure of London rates was becoming in
tolerable, and that improvements must be stopped 
unless some new source of income could be found. 
The recommendation of that Committee was. to the 
effect that "a portion of the charge for permanent 
improvements and works should be borne by the 
owners of the property in the Metropolis, the rclote 
being in the first instance paid by the occupier, and 
subsequently deducted from his rent." In 1867 the 
same Committee repeated their recommendation
confining it to rates levied by the Metropolitan 
Board, and providing for the representation of owners 
on the Board by a selection from among the justices. 

MR. GoSCHEN'S CASE IN 1870. 

Under these circumstances Mr. Goschen, then 
President of the Poor Law Board in Mr. Gladstone's 
Government, stepped into the breach, and it i~ not 
too much to say that to his industry and acumen we 
owe the foundation, not only of accurate knowledge 
on the subject of local taxation, but of sound prin

Mr. ciples on which to reform it. The Report of the 
=~s Select Committee on Local Taxation in 1870. of 
~~t:rs, which he was chairman; his own Report to the 
1871. House on the question of local taxation, dated March, 

1871 ; and his subsequent letters and speeches are 
by far the most instructive documents which I have 
been able to discover on the subject. The opinions 
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and conclusions they contain are confirmed by the 
fact that, undismayed by his defeat in the divisions 
on Sir Massey Lopes's motions in 1871 and 1872, he 
republished them in a convenient form, with a con
firmatory preface, in November, 1872.* No one who 
wishes to master the subject should neglect this 
book. 

It is impossible here to give more than the briefest 
outlines of the facts and arguments adduced by Mr. 
Goschen. He discusses at great length the difficult 
and probably insoluble questions whether and in what 
places and to what extent the ultimate incidence of 
rates as at present levied is upon the owner or occu
pier; he points out that, whilst in certain cases and 
to some extent they certainly fall on the owner, there 
are other cases· - e.g., the case of rates imposed 
after the date of the contract of tenancy-in which 
they certainly fall on the occupier; whilst in many 
cases their ultimate incidence depends upon a num
ber of complex and varying circumstances. The 
resolutions of the Committee of 1870, which are in 
substance those proposed by Mr. Goschen in his 
draft; Report, are still 80 important as to be worth 
quoting at length. Those which are in point are as 
follows ;f-

.. (1) That your Committee, without pledging themselves Besolutions 
to the view that all rates should be dealt with in the llame of. Com;;, 

manner, are of opinion (a) That the existing system of '::r.~ 
local taxation, under which the exclusive charge of almost all 

• Lorol Tazatitm.. November, 18i2. Macmillan. 
t Ibid., p. 174. 
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r .. tes leviable upon rateable property for current expenditure, 
as well as for new objects anti permanent works, is placed by 
law upon the occupiers, while the owners are generally ex· 
empt from any direct or immediate contributions in respett 
of such rates, is contrary to sound policy i (b) that the evi
dence taken before your Committee shows that in many cases 
the borden of the rates, which are directly paid by the 
occupier, falls ultimately, either in part or wholly, upon the 
owner, who, nevertheless, has no share in their adminis
tration i (c) that, in any reform in the existing system of 
local taxation, it is expedient to adjust the system of rating 
in such a manner that both owners and occupiers may be 
brought to feel an iI.mediate interest in the increase or de
crease of local expenditure, and in the administration of local 
afi'mrs i (d) that it is expedient to make owners as well as 
occupiers directly liable for a certain proportion of the rates i 
(e) that, subject to equitable arrangements as regards exist
ing contracts, the rates should be collected, as at present, 
from the occupier (except in the case of small tenements, for 
which the landlord can now, by law, be rated), power being 
given to the occupier to deduct from his rent the proportion 
of the rates to which the owner may be made liable, and pro
vision being made to render persons having. superior or inter
mediate interests liable to proportionate deductions from the 
rents received by them, as in the case of the Income-tax, 
with a like prohibition agaiIlst agreements in Ilontravention 
of the law." 

In his own draft Report Mr. Goschen had recom
mended a. fixed proportion, namely, "half," as the 
proportion that was to be deducted from the owner's 
rent. The Committee, it will be observed, only 
speak of a proportion ; they do not fix the proportion. 
After recommending that, in case of any division of 
rates between occupier and owner, owners should be 
represented on the ra.ting bodies, and also recom-
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mending a consolidation of existing rat~s, they pro
ceed as fonows :-

~. (7) That whilst it is necessary to make provision for 
limiting, as far as practicable, the disturbance of existing 
contracts, it would be, on many grounds, undesirable, and 
almost impracticable, to extend the exemption of property 
held under leases from the operation of the proposed changes 
until the expiration of such leases. (8) That the exclusion of 
the owners of property held under long leases from the right 
of voting for local authoritie!3 after the proposed changes have 
taken effect in respect of other property would lead to much 
inconvenience and confusion, while, on the other hand, it 
would be inadmissible to allow them to vote unless they 
acquired an immediate interest in the rates. (9) That the 
difficulties of the case would be equitably met by exempting 
the owners of property held under lease from the proposed 
division of rates for a period of three years, and by providing 
that, after the expiration of that time, the occupiers of such 
property should be entitled, equally with all other occupiers, 
to deduct from the rent the proportionate part of the rates 
to which the owner· may become liable, power being given 
to the owner at the same time to add to his rent a sum 
equivalent to the like proportionate part of the rates cal
culated on the average annual amount of the rates paid by the 
occupier during the three years above referred to." 

The conclusion of this Report was therefore Conclusion, 

dis · I h lr h h to throw .. tmct y to t e ellect t at t e most urgent measure = of 

required in order to meet the pressure of rates was ra.~e~ .... f 
to throw a large part of it directly on the owner, owner. 

coupled, no doubt, with the recommendation that 
owners should be represented on the rating body. 

Even more important than the Report of the ~~~chen'. 
Committee is Mr. Goschen's own Report to Parlia- ~8~rt of 
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ment on Local Taxation, dated March, 1871.* In 
this Report he grappled with the history of rates ; he 
showed that they had been much misunderstood; 
that it was the urban rates, and not the rural rates, 
which had of late years increaSed so much; and that 
the rural rates .were, to a great extent, hereditary 
burdens, whilst the urban rates were new taxes, 
arising out of modern wants, imposed on the OCCll

piers of houses, and though benefiting the owner of 
the land, not falling, at any rate directly, upon him. 
His conclusions are so important that I give them in 
his own words. 

Referring to the increase of rates since 1841, 
which was the date at which the imposition of the 
new rates may be said to have commenced, he 
says:t-

"1. The increase in local taxation in Englaud and Wales 
has been very great-less than in other countries, but, never
theless, 80 considerable as to justify the especial attention 
which it has aroused; 

"2. Speaking broadly, the increase in direct local taxes 
has been from £8,000,000 to £16,000,000. 

"3. The greater portion of this increase, at least 
£6,500,000, has fallen upon urban, not upon rural districts. 

"4. Of the total increase, £2,000,000 are due to the Poor 
Rate. £5,000,000 to Town Improvement Rates, and 
£1,000,000 to Police and Miscellaneous Purposes. 

"5. The increase in rateable value has, during the ssme 
period, been extraordinarily great, and has followed. to a 
certain extent, the course of the increase of local taxation, 
being greater in the urban and manufacturing than in the 

* Local Taxation, p. 2-
t Ibid., p. 50. 
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agricultural districts. Nevertheless, the increase of rates 
has approached more nearly to the increase in the rateable 
value in the four counties, Middlesex, Surrey, Lancashire, 
and West Riding, taken together, than in the, remaining 
counties of England. 

"6. The statistics of separate counties, the division of the 
country between .urban and rural unions, the analysis of 
various kinds of rates, the comparison of the imposts on 
houses in England with corresponding burdens in other 
countries, the mode of valuation in England, as compared 
with that followed elsewhere-all point to the conclusion 
that house property in England is very heavily taxed. 

"7. An historical retrospect seems to prove that, as 
regards the burdens on lands, they are not heavier than they 
have been at various periods of this century, nor 3S heavy as 
they are in most foreign countries, the increase in the specisl 
rates falling on lands, such as County and Highway Rates, 
having been insignificant as compared with the increase in 
urban rates. As regards the Poor Rate, the burden on lands 
in the country generally, whatever may be the case in special 
districts, has increased very slightly in amount, and not at all 
as regards the rate in the pound. 

"8. The Poor Rate as regards towns has undoubtedly 
increased, and caused new burdens in many pIsces. In 
those rural districts where the Poor Rate is now high, it has, 
with few exceptions, always been high, and constitutes an 
hereditary burden which has at all times been heavy; but 
which has gradually been lightened by the transfer of a 
portion of it to other kinds of property. 

. .. 9. The consideration of the increase in the burden of 
Local Taxation must be viewed in connection with results 
obtained by the expenditure .incurred. Of the average in
crease of £8,000,000, that portion which is due to the Poor 
Rate, i.e., £2,000,000, may be regarded as a lamentable' 
mcrease of burden, except so far 8S it represents, not an 
increase in pauperism, but the more humane, and, at the 
same time, more costly treatment of the helpless, the sick, 
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and the insane. For the increase in the item of County 
Police, amounting to upwards of £500,000, it may be said 
that a distinct equivalent in value is secured. As regards 
the increase in Miscellaneous Purposes, amounting to about 
£500,000, spent on Registration, Vaccination, Burial Boards, 
and on some of the objects to which the county rate is ap
plied, the same principle would apply. A small portion 
only of this sum is analogous to the Poor Rate, which is a 
burden imposed on taxpayers from which they may be said 
themselves to derive no benefit. 

" There remain the £5,000,000 of urban rates, on which it 
has been necessary so often to dwell. This sum represents 
the municipal expenditure of our towns, the lighting and 
paving of the streets, sanitary improvements of every kind, 
and public works of various descriptions, from vast enter
prises like the Thames Embankment, the main drainage of 
the Metropolis, and the many important works undertaken 
at a large outlay by Liverpool, Manchester, and other large 
growing towns of the North of England, to the smaller but 
innumerable operations which have been instituted by the 
seven hundred Local Boards established during the last ten 
years. A great portion of the outlay on these purposes must 
be regarded as remunerative in many senses, and as being 
not so much a burden as an investment." 

The details of the above figures are given in the 
earlier part of the Report; and amongst these details 
it may be noticed that, of the £5,000,000 of new 
urban rates which it mentions, £2,000,000 were new 
rates in London. * It may also be noticed that whilst 
throughout England and Wales the average rate was 
2s. 7d. in 1841 and 3s. 4d .. in 1868, yet that, exclud
ing new rates, which, as Mr. Goschen pointed out, 
were chiefly urban rates, the average rates in 1868 

* Local Taxation, p. 12. 
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were 2s. 6id, so that the old rates, or what has been 
called the hereditary burden on land, had not then 
increased.-

.All this points directly to the conclnsion that the Conclusion 
• f h . ftba.tthe gnevance 0 rates was not 80 mlJ-C a gnevance 0 grie......,., 

the rural as of the nrban districts; and that in these ::::'00 of 

districts the real case was the case of the occupier::r:::.. than 

as against the owner. Mr. Goschen does not shrink ~ ca':~ 
from these conclusions. He says, in reply to Sir:~ ~ 
Julian Goldsmid, who had attacked him on this 
point;f-

"I have certainly contended, on the· strength of the 
figures in my Report, that urban ratepayers have a prior 
claim to relief as compared with the owners of agricultural 
land. As Mr. Mill says of local taxes on landed property, 
• as much of these burdens as is of old standing ought to be 
regarded as a prescriptive deduction or reservation for public 
purposee of a portion of the rent.' " 

Then he ends the paragraph dealing with that argu-· 
ment by saying :-:-

.. I may be allowed to express the earnest hope that in the 
measures which may be required to redress the grievances 
springing from increased local taxation, the opportunity 
may not be taken of shifting hereditary burdens to new 
shoulders. " 

This, it must be remembered, was at the time when 
Sir Massey Lopes was pressing for assistaIice to the 
rates out of the public purse. Then he goes on to 
the qvestion of the incidence of taxation :-

• Loml Tazation, P. 21. 
t Ibid., P. 148. 

F 
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" This brings me to the only point iii. your letter, I think, 
upon which I have not yet touched, the question of rates as 
between the owner and the occupier. To defend my pro
posal as to the division of local rates between the landlord 
and the tenant would extend this letter beyond reasonable 
limits. I have fully argued the matter in the draft Report 
submitted by me to the Select Committee upon Local 
Taxation of 1870; and to that I would venture to refer you 
for a detailed exposition of my views of the advantages, both 
economical and administrative, which would ,result from such 
a division of the rates. I allude to this portion of your 
letter mainly because in it you briefly raise the question 
which, more than any other, it is essential to solve clearly 
and conclusively': who pays the rates, the owner or the 
occupier 7 I feel the deepest anxiety that this question 
should be thoroughly sifted by every one who takes part in 
the reform of local taxation. Unless it is correctly solved, 
we run an enormous risk of relieving the wrong people. 
And how little it is generally understood is patent from the 
fact that men who speak with authority upon the subject of 
;rates will in one sentence dilate upon the unfairnes,s of the 
whole of the £17,000,000 which is raised by rates being 
borne by real property, and in the next sincerely allege that 
the burden oppresses, above all, the poor occupiers of 
houses, and that it is these poor occupiers whom they 
mainly desire to relieve. They do not seem to see that 
every shilling which actually comes out of the pocket of the 
occupiers must be deducted from the alleged total borne by 
real property. If tenant farmers under long leases, or under 
agreements which no increase in the rates has disturbed, 
are paying several millions of the increased aggregate of 
rates; if the occupiers of houses, whose rent has not been 
reduced in consequence of the increase of rates, are 
paying several millions more, these millions ought indis
putably to be deducted from the total burdens borne by real 
property. I have myself included the whole of the sum 
raised by rates under the title of burdens faIling upon real 
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property, in deference to the general custom of treating 
rates in thie manner. No one, however, could deny that 
real property bears an amount falling far short of the whole, 
the balance being paid from the profits of the tenant farmer 
and by the occupiers of houses, or, as I have elsewhere styled 
them, 'the consumers of a commodity called a house,' a 
commodity which I have frankly admitted to be very heavily 
taxed." 

In his speech introducing the Local Government ~ech 
Bill in 1871, Mr. Goschen again referred to these Go~~en. 
points. He said :*_ 1871. 

"I now approach the third grievance, which I call Occupier 
specially that of the ratepayers, namely, the question ::"':::. 
between the owner and the occupier in consequence of the 
exclusive payment of rates by the latter. Considering this 
matter in connection with the evidence produced before the 
Select Committee last year, the Government have become 
more and more convinced that both justice and public policy 
require that the owner shall pay a certain portion of the 
taxes. At prElsent, through the nature of the contracte 
made between the occupiers and the landlords, by which the 
former engaged to pay the whole of the rates, any increased 
rate which· is not foreseen by either party falls entirely on 
the tenants. This is a question· more seriously affecting the 
towns than the country districts; but it is inexpedient in 
either case that the landlords should be allowed to contract 
with their tenants that the local authority should impose no 
taxation on them. With regard to Imperial taxation such a 
practice is not permitted; for if it were legal to make con-
tracts that the whole of the Income-tax should be paid by 
the tenants, the House of Commons would be hampered in 
its legislation, knowing that on any increase in the Income-
tax the payment would fall, not on the landlords, who ought 
to pay their fair proportion, but exclusively on the occupiers. 

* Local Taxation, p. 201. 
F 2 
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The result of the present state of things has been that many 
great improvements in the Metropolis, in Liverpool, in 
Manchester, and in other large towns, have been made 
within the last ten years exclusively at the cost of the 
occupiers, without the landlord contributing a single shilling 
towards the expenses. The Government have decided that 
such an anomalous state of things shall no longer exist, and 
a provision rendering void any engagements by which owners 
contract themselves out of the payment of local taxation is 
embodied in this Bill. The division of rates between owners 
and occupiers is not a new proposal, for a similar provision 
exists in Scotland and Ireland. In England alone the 
exclusive payment of rates by the occupiers has been main
tained, and I will point out to the House one of the conse
quences which flow from such a system. Landlords, not 
being considered ratepayers, have no share at all in the 
admi,nistration of the money raised by rates, although I feel 
sure that the House will agree with me that it is important, 
both for the interest of the public and for the good adminis
tration of affairs, that they should take a direct and practical 
interest in all the great works paid for out of the rates. It 
may be said that if the tenant pays an increased rate he gets 
a deduction of rent on account of it; but for every small 
increase of rate the tenant cannot go to the landlord and tell 
him he must reduce the rent." 

Proposals to In addition to the relief given to the urban rate
~~;J'ea,:-tof payer by a transfer of part of the burden of rates 
:;a;:r~~nd from occupier to owner, Mr. Goschen also proposed 
r,.~~~~'3" by the Local Government Bill of 1871 to hand over 
:'~:futy to local authorities the Inhabited House Duty .. 
authorities. This transfer was in entire accordance with the 

principles he then professed. The Inhabited House 
Duty is a local tax; it can be collected by the local 
authority; and, abo~e all, it is largest, and its 
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transfer would give most relief in the cases where 
relief is most wanted, viz., in the great towns, and 
especially in London. 

THE CASE OF THE URBAN RATEPAYERS SINCE 1870. 

It would be impossible to give here any complete Histo'1of 

h· f . 'h' h M G h ratessmce IStOry 0 rates SInce t e tIme w en r. osc en 1870. 

issued these memorable Reports and made these 
excellent speeches. But if his case was strong then, 
it is much stronger now. To the debt of the London 
County Council I will refer later on. As regards Last :fort 

the increase of rates generally, I may refer to the ~~rnment 
nineteenth Report of the Local Government Board .• Boa.rd. 

After giving a table containing the aggregate 
amounts received from public rates by local 
authorities in 1873-4, 1878-9, 1883-4, 1885-6; 
1886-7,1887-8, the Report proceeds as follows :t-

"It appears from these figures that between 1873-4 and Great in-

1887-8 there has been an increase 8f £8,288,699, or 43'8 per := ~te 
cent., in the amounts of the public rates entered in the returns since 1873-

as having been levied to meet the expenditure of the above
mentioned local authorities, and that the greater proportion 
of this increase is attributable to the rates which have been 
raised for the expenditure of Urban and Rural Sailltary 

, Authorities, School Boards, the Metropolitan Board of Works, 
and, to a lesser extent, the Metropolitan Vestries and District 
Boards. The additional rates levied for these purposes in 
1887-8, as compared with 1878-9, amounted to £4,230,776, 
being equal to 78-3 per cent. of the total increase of 
£5,405,413, whilst as compared with 1873-4 they amounted 

* Parliamentary Paper, c. 6141, 1890. 
P. clxxviii. • 
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to £7,439,991, which was equal to 89·8 per cent. of the total 
increase of £8,288,699. Most of the remainder of the increase 
in the amount of rates levied in 1887-8, as compared with 
1873-4, is to be attributed !;o the additional rates levied to 
provide for the expenditure of Poor Law Authorities and the 
Commissioners of Police in the Metropolis. The reduction 
shown by the table in the rates levied by Highway Authorities 
in rural districts in 1887-8, as compared with 1878-9, is no 
doubt partly due to the relief afforded to these authorities by 
the grant made from the Imperial funds in aid of the 
expenditure on main roads. 

"In the next table we have endeavoured to distinguish as 
far as possible, in accordance with the method adopted in 
previous Reports, the public rates levied in urban districts 
from those levied in'rural districts." 

Conversion The Report then points out that the figures 
of rural into. • 
u~ban dis- denotmg urban rates are mcreased not only by the 
tncto.. f h . dis· hih b 

Increase of 
moos much 
greater ill 
town than 
in countl'Y 
since 1~73. 

mcrease 0 t ose rates m tncts w c were ur an 
districts in 1873, but by the conversion of what used 
to be rural districts. into urban sanitary districts, 
from which the conch~sion is drawn in the Report 
that rural rates have probably increased more than 
they appear to do by the figures. A more important 
conclusion from the same facts would seem to be that 
urban districts are on the increase, and that in dealing 
with the question of rates it is the position of the 
rate-paying occupier in towns, and his relation to the 
owner of land in towns, which are becoming day by 
day more important social and political factors. The 
Report then gives the table above referred to, of 
which the following is a summary, showing the rates 
in 1873-4, as compared with 1887-8 :-
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(1) Urban Autlwritiea, 
includiJut-

(a) Extra-Metropolitan 
(b) Metropolitan 

(2) Urban. atid Rural. 
(3) Rural • 

1873-4. 1887-8. 

£4,617,763 ••. £8,049,808 
3,907,913 ... 6,970,732 
8,663,610 •.• 10,295,427 
1,716,851 ;.. 1,878,869 

upon which the comment in the Report is as 
follows :-

" From these figures it appears that between 1873-4 and 
1887-8, while the public rates levied in the Metropolis in
creased to the extent of £3,062,819, or 78'4 per cent., and 
those levied exclusively in urban districts outside the Metro
polis to the extent of £3,432,045, or 74~3 per cent., those 
levied partly in urban and partly in rural districts 
increased only to the extent of £1,631,817, or 18'8 per cent., 
and those levied exclusively in rural districts to the extent of 
£162,018, or 9'4 per cent." 

From the same Report- it appears that the 
rateable value of lands assessed to the Poor Rate in 
England had increased from £115,646,631 i.rl 1874 
to £149,696,812, showing throughout England a 
much smaller proportionate increase in aggregate 
value than in rates. In the Metropolis the aggre
gate rateable value had increased from £20,672,765 

. in 1874 to £31,005,876 in 1888, or 50'0 per cent., 
whilst Metropolitan rates had increased by 76'8 per 
cenq 

But the figures, as stated in this Report, must not Ra.tesfur

be taken as stating the whole case of the Metropolis. ~~::d in 

It is certain that, on the quinquennial valuations :::''::::'J.. 
rate val",.. 

.. P. clxxxii. tion. 
t Pp. clxxx. and clxxxiv. 
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made under the Metropolis Valuation Act, the rate
able value has made great jumps; and it is probable 
that the increase has arisen, not only from an actual 
increase in value, but from the more careful, stringent, 
and accurate valuations made under that Act.* If 
that is the case, the proportionate increase of the 
burden of Metropolitan rates on the actual \"alue of 
property in the Metropolis must be still greater than 
is shown by the above figures. Rates may be raised 
by a rise in valuation without actual rise in value, as 
much as by a rise in the rate itself: 

Incre&. ... of The debts of local authorities have increased in the 
~\. same period from £92,820,100 in 1874 to £192,222.099 
London. in 1888, or by more than 100 per cent. t The debt 

of the Metropolis for the earlier year is not given; 
but it appears that the outstanding debt of London 
in 1879-80 was £28,277,846, and £39,664,9H in 
1887 -8-i.e., it had increased in eight years by con
siderably more than a third! The debts of the rest 
of the country had increased from £108,656,225 to 
£152,557,155, of which increase the greater part had 
no doubt been incurred by urban authorities. In 
addition, it must not be forgotten that the present 
generation of ratepayers have not only laid this 
burden on themselves and their successors, but have 
also paid oft' a large amount of debt. The debt of the 
Metropolitan Board in 1866, when Sir J. Thwaites 
told the Select Committee that the pressure was 
intolerable, was £3,500,000, and they had then paid 
oft' £1,000,000 out of rates. . The Metropolitan Board 

• P. dxxxvi. t P. dxxx. ! P.594.. 
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of Worb and the London County Council have 
between 1873 and 1889 raised by rates between 
£4,000,000 and £5,000,000 for the purpose of re
deeming debt, notwithstanding which their net debt 
has increased in the same period from £7,000,000 to 
£17.000,000, and the proportion of their debt to 
rateable value has increased from 38 per cent. to 56 
percent.· 

Those who desire further information on these 
points will find i, in the Local Taxation Returns and 
in the evidence given to the Committee on Town 
Holdings. But enough has been said to show that 
the arguments so ably put forward by Mr. Goschen 
in 1870-2 have been greatly reinforced since ,hat time. 
If the grievance of the ratepayer was then a grievance 
of the urban rather than of the rnraI ratepayer, and 
if the claim of the urban ratepayer was then a claim 
of the ratepaying occupier tJe7"8t£8 the landowner, that 
grievance and that claim are much greater now. Mr. 
Goschen's case of 1870 has been much strengthened 
by all that has happened since. What has he when 
in power, what has his Government done to meet it ? 
Let us see! 

MEAsURES OF THE PREsENT GoVERNMENT. 

GRA...~ IN AID OF IIA.IN ROADS Al.'D PROPOSED WHEEL 

AND HORSE TAXES. 

Mr. Goschen's first proposal as Chancellor of the Gl'IUlt in 

Exch . ti" his b' ad 1SS'i ro nual equer m connec on WIth t su ~ect was m e districts in 
aid of main 

• See App. to Report of Town Holdings Committee, 1890. roads. 
Parliamentary Paper No. 3-11, p. 350. 
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in his Budget speech of 1887. It was a proposal to 
hand over the carriage tax, amounting to about 
£560,000 a year, to local authorities in lieu of the 
sum then granted in aid of the maintenance of the 
main roads; and, as this could not be effected till 
1888, he proposed in the meantime to give a large 
additional grant from the Exchequer as an increased 
grant in aid of the maintenance of roads. * This 
proposal was received with approval by some of the 
county members; and with a chorus of disapproval 
by Lord R. Churchill, Mr. H. Fowler, Sir J. Lubbock, 
Sir J. Pease, Mr. Gladstone, and others.t The grounds 
of disapproval were twofold; first, that it was 
undesirable to extend the objectionable practice of 
grants in aid whilst local government remained un
representative in the counties; and secondly, because 
the proposed additional grant would be in relief, 
not of the urban ratepayers, whom Mr. Goschen had 
proved to require relief, but of the rural landowners, 
who, under changed political circumstances, had 
become Mr. Goschen's new clients. In spite of 
remonstrances. however, this additional grant was 
made, and the sum given for main roads rose from 
the £237,123 of 1886 to the £538,679 of 1887-8, 
and had, of course, the effect ofrelieving the rates in 
rural districts.! Nor did the effect of Mr. Goschen's 
new grant in aid expire with the grant. The Exchequer 

* Budget Speech of 1887, p. 21. 
t Budget Debates, 1887. 
:I: See 18th Report of Local Government Board, pp. xxxix. 

and clxxix. ; and see as to the distribution of the grant, Table, 
pp. 423 and 425, in the Appendix to the same Report, from 
which it appears that London only received £3,559. 



oontribution of 1888. and the more recent contribution :::.~_ 
of lSOO. are &till disbibuted among local IlUthorities ~ 7 
in the proportions in which the Exchequer grants were ~ 
di..-trihnted, and as the grants for main roads formed := 
nearly one-fifth of the whole subsidy. the addition allSiII. 

made in 1887 remains a pezmanent additional grant to 
rural at the expense of urban. and especially of 
Metropolitan districts.. Mr. Goschen's fust act as 
Tory Chancellor of the Exchequer was thus a direct 
breach of the policy which. in 1870. as LI"beral 
President of the Local Government BoanI. he had 
proved to be jnst.. 

In the following year. the Budget proposals of~: 
1888 embraced the financial anangements connected ==
with Mr. Ritchie·s Local Government Bill. and 
amongst them the scheme of the new Wheel and 
Horse Tax. The new taxes were estimated to produce. 
as to the Wheel Tax, f3OO.000. and as to the Horse 
Tax. £5.lO.000. making together £8.lO.000. and t.hi$ 
sum, according to the official statement of proposed 
financial arrangements of 1888.· was to be applied 
towards the maintenance of main roods. From these 
taxes carts and waggous used on farms, and horses 
used in trade and agricolture. were to be exempt. 
Now. in favour of the Wheel Tax. and possibly of the 
Horse Tax. looked at apart from other taxation. and 
asmuning them to be applied fairly and equally to 
all vehicles and horses using the roads. there W88 

really a strong argument, ~ that vans, cans. and 
~<res from the towns use the counnyroads, which 

• Padiamentuy Paper. eo 5Mt of 1888.. 
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are maintained by rural rates and not by urban 
rates, and which ought to be maintained by those 
who use them. But, on the other hand, there were 

iF~n~t two formidable objections to both these taxes. In 
ese tI\.'<es. the first place, as had been shown by experience in 

the case of the old Horse Tax repealed in 1874, 
there were strong objections, moral as well as fiscal, 
to a tax honeycombed with exemptions, as both these 
taxes would be. Carts and horses used in farming, 
and horses used in trade, were to be exempt, an ex
emption which in itself, so far as they use the roads, 
would be unjust. But when we ask, "What is a. 
horse or carriage used for farming purposes or for 
trade purposes, and what is a horse or carriage used 
for other purposes 7" we raise questions which it is 
not easy for an honest man to answer, and easy 
for a dishonest man to answer in a dishonest 
way. Moreover, exemptions always grow. If a. 
farming horse or cart is to be exempt, why not the 
dogcart of the village lawyer, or doctor, or minister of 
religion 7 Why not the chaise or vehicle which 
conveys any man or his goods on the needs of his 
business or of his household 7 Objections such as 
these made Sir S. Northcote's repeat of the Horse 
Duty in 1874 an immense relief, and it argues a 
strange indifference to the teachings of experience 
that another Conservative Chancellor of the Ex
chequer should, in 1890, without financial pressure, 
seek to re-enact it.· 

• For exemptions from the old ta..'I: originally imposed by 
Mr. Pitt, see Fillcmc6 and Politic$, Vol. II., p. 188. 



LOCAL AND IMPERIAL FINANCE. 77 

But there was a still stronger -political reason Pboptcti<;al 
o ~e Ions. 

against these taxes. They were in effect to a great 
extent taxation imposed on the dwellers in towns for 
the relief of owners of land in the country-taxation 
of persons already oppressed, as Mr. Goschen had 
shown in 1870, with the new, heavy, and increased 
bUrden of urban rates, for the benefit of the persons 
who paid the old county or rural rates. It was, at 
the sal!1e time, -a move likely to succeed, if the past 
tendencies of the House of Commons alone were looked 
to. For it was, on the whole, the pressure of country 
ratepayers which had been too strong for Mr. Goschen 
in 1871, and for Government after Government 
afterwards. On this occasion, however, the move did 
not succeed. The proposed taxes had to be dropped, 
though they were proposed by an able Minister, whose 
conversion to them ought to have given them fresh 
weight, and though they were supported by a Tory 
Government in the plenitude of its power, with a 
large majority in the House. May not this be a sign 
denoting a change in public opinion? It is po~sible, 
nay, probable, that Mr. Goschen's sound doctrines of 
1871 may now be bearing fruit; that the new con
stituencies are more alive to the burden of taxation 
upon urban occupiers, ap.d less anxious to relieve the 
land than the voters of former years. If so, statesmen 
will do well to look to the relief of the occupiers who 
pay urban rates as one of the chief questions of the 
future. 
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TRANSFER OF LICENCE AND PROBATE DUTY, 

AND REDUCTION OF HOUSE DUTY. 

Scheme of The Wheel and Horse Taxes vanished, though the 
~~nded in effects of the Highway Grant remained; and the 
1890. financial features of Mr. Goschen's scheme for re-

arranging Imperial and Local taxation are to be found 
in the appropriation to local purposes, in lieu of 
certain Exchequer grants, of the Licence Duties in 
1888, of half the Probate Duty in 1888, and of 
the new Duties on Alcoholic Liquors in 1890. In 
addition, we have to take into consideration the re
duction, in 1890, of the Inhabited House Duty on 
small houses, since this is a tax which affects the 
local ratepayer, and is one which Mr. Goschen pro
posed to transfer to local authorities in 1871. It is 
by these changes that the scheme of the Government 
must be judged. Speaking roughly, the pecuniary 
results of the whole of the changes in question are 
as follows, so far as concerns England and Wales :-. 

Licence duties transferred £3,000,000 
Probate duty" " 2,000,000 
New duties on alcoholic liquors • 1,000,000 

Total given to local authorities out of 
Imperial taxation • . 

Exchequer grants withdrawn 

£6,000,000 

£6,000,000 
2,850,000 

Leaving £3,150,000 

as the new subsidy which Mr. Goschen has given in 
aid of local rates. * 

• See 18th Report of Local Government Board, and Parlia
mentary Papers, c. 5344 of 1888, and 226 of 1890. 



LOCAL Mi']) rnPERIAL FINANCE. 79 

In 1871 Mr. Goschen had proposed, as above~)!"" 
mentioned, to hand over to the local authorities the ~~Du 
Inhabited House Duty, which, being largest in urban _err3 
districts, would have given the largest share of relief 
to urban ratepayers. But in 1888 no such proposal 
was made. What was the reason for this change of 
front ? Was it that, as in the cases of the increased 
grant for .main roads and of the Wheel and Horse 
Taxes, Mr. Goschen, or those with whom he acted, 
desired in 1888 to give relief to the rural rather 
than to the urban ratepayer? But whilst Mr. 
Goschen failed to give the relief he had offered in 
1871, he did show his continued feeling for the 
poorer urban householder by relieving small houses 
from the Inhabited House Duty, at a cost to the 
Exchequer of £500,000.· 

Now if, as is sometimes contended by those who Are the Dew 

oppose the shifting of rates from the occupier to the f:bsi:::e .. 

owner, it were true that the burden of rates and Pro~~ 
taxes always falls on the landowner in the form of DOt. 

diminished rent, new subsidies of nearly £4,000,000 
a year would be an addition to the rent of land, a 
gift; by the industry and personal wealth of the 
country to that form of capitalised property which 
has hitherto enjoyed the greatest privileges, and 
which undoubtedly pays too small a proportion of the 
Death Duties. In that case the subsidies in question 
would be as impolitic as they would be unjust. They 
would add incalculable strength to all the arguments 
and agitation for confiscation of the unearned incre-

• -See his Bud"oet Speech of 1890, p. 23. 
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ment, for Mr. George's single tax, and for the national
isation of the land. 

But I believe with Mr. Goschen - that the local 
rates and taxes fall largely on the occupier, especially 
in towns, and that relief from local rates and taxes is 
to that extent a relief to the occupier, and not 
simply and solely a gift to the landowner. So far, 
therefore, I have no quarrel with Mr. Goschen. But, 
granting this assumption, the subsidies in question 
are still open to the most serious objections on various 
grounds. Far from placing the relations of Imperial 
and Local finance on a sound footing, they make these 
relations worse than before. 

Real objec. Togi ve full effect to sound principles, our system 
~~~ •• ~~:~e of local finance should, as we have seen, be one in 
die.tha.t h'hI 'lfi ' 'I tdfr theya.re- W lC mpena nance IS entIre y separa e om 

Local finance, so that local needs may raise no further 
claims on the Imperial Exchequer i and in which local 
taxes are levied by local authorities out of local 
resources, with a large amount of discretion, both as 
to their amount and their application, so as to throw 
the burden, the responsibility, and the benefit on the 
same local shoulders. Certain of the Exchequer 
grants were most properly abolished, because they 
offended against such principles, and one would have 
thought that a Chancellor of the Exchequer who 
had successfully applied these principles to the 
subject of local loans would have eagerly seized the 
opportunity afforded by the Local Government Act 
to reform the other .and more important financial 

*, See Budget Speech of 1888, p. 13. 
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relations between the National Exchequer and the 
local authorities on the same principles. But this 
has not been done. The effect of the recent changes 
has been to leave national· and local accounts in
extricably mingled and confused, with very bad 
results, both to the Imperial ~chequer and to Local 
government. If we examine the different items by 
which local rates .have been supplemented we shall 
find that they are all open to one or more of the 
following objections. 

In the first place, the National Exchequer is 1. ~m~. 
exposed as much or more than it was before to further i;? 
claims on the part of local authorities, and, at the equer. 

same time, future dealings with specific Imperial 
taxes are embarrassed by giving local authorities a 
direct interest in them:. 

In the second place, local authorities are made 2. Demora.!· 
isingtolOC&l 

even more dependent on the central Government govern· 
ment. 

than they were before. 
In the third pl~e, the new Imperial doles are not t.~~\ 

distributed in such a way as to give satisfaction or to 
meet the real justice o£.the case. 

Let us examine these points in detail 

i. These New Subsidies are DangeT0U8 and Em- Embarrass· 
iugto 

barrassing to the National EiDChequer. Nationa.! 

The funds handed over are certain licence duties; 
certain portions of the taxes on beer and spirits; 
and one-half the Probate Duty. Of these, the licence 
duties, it is true, constitute the whole of a particular 

G 

Exchequer. 
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branch of revenue, collected locally, and their transfer 
does not, therefore, confuse Local with Imperial 
accounts. But with regard to the others the case is 
different. 

Tbetransfer The special taxes on beer and spirits consist of an 
~~ additional tax of 3d. a barrel on beer and 6d. a 
~:~ gallon on spirits, imposed in 1890. They are = ;:. ... estimated to produce £1,304,000 in a.ll, of which 
t!e~;d"~ £1,000,000 is to be appropriated to local purposes 
~o'i.:.th the in England and Wales. Though imposed as a 

separate tax, it is simply a surtax; an addition to and 
a part of the great taxes on alcoholic liquors, which 
form so important a part of the national revenue. 
There is no reason why this special portion of these 
taxes, more than other larger or smaller portions of 
them, should be handed over to local authorities; 
nothing to prevent, and everything to encourage, 
demands for larger portions. The portion granted 
cannot even be said to be earmarked. Moreover, 
the transfer may seriously embarrass any future 
Chancellor of the Exchequer in altering these duties. 
It gives local authorities an interest in the dutie.'! as 
they stand, and any change hereafter proposed by 
which they would be altered would certainly meet 
with difficulties on the part of local authorities if 
they thought that it would have the effect· of 
diminishing the quota thus given to them; or that, 
by agitation and clamour, they could obtain a portion 
of any increase in the duties. 

The ""me The third fund devoted by Mr. Goschen to local 
!~~M1e purposes in England and Wales is four-fifths of one-
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half the Probate Duty, which amounted in 1889-901'!o~ 
to £1,811,520,* but which ,will probably be not less ="!~ 
than £2,000,000 in future years.t Of this remark- :~~18_ 
hI L" d h . L"' I will other obJec-a e transler an t e reasons given lor It say tiODS. 

more in a subsequent chapter. It is sufficient here 
to observe that this grant, like the new tax on beer 
and spirits, is a simple subsidy from Imperial funds. 
The Probate Duty, being a tax on personalty, which 
has no local domicile, has not, and cannot have, any 
connection with any speciai locality. It is a direct 
dole from the' Imperial Exchequer..-nd it is one 
which is peculiarly dangerous to that Exchequer; 
for the very fact that it is one-half of a large Imperial 
fund suggests that another half remains to be drawn 
upon, whilst the growing demands of local taxpayers 
make it almost certain that such drafts will be made. 
Moreover, the example set by Mr. Goschen of reduc-
ing the Sinking Fund in order to make the first 
large draft shows future Chancellors of the Exchequer 
how easy and pll'.asant is the downward path by 
which such drafts can' be made easy. Further, it is 
certain that the Death Duties, and amongst them 
the Probate Duty, must soon be revised and altered. 
No such alteration can now be made without in some 
way or other affecting local authorities, possibly by 
increasing, possibly by diminishing, their share in 
the duty. In either case, their position and the 
interest thus given to them will induce them in 
interfere, and will interpose another obstacle to the 

• Parliamentary Paper 226, 1890. 
t Budget Spu.cA, 11!9O, P. 14. 

G2 
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very difficult task of reforming the Death Duties. 
Much more remains to be said on this subject in a 
future chapter. What is h~re said is enough to show 
that the peculiar character of the Probate Duty grant 
renders it of all subsidies yet granted the most 
dangerous to the National Exchequer. 

Wea.kenand 2. These New Subsidies Weaken and Demoralise 
demoraJise . 
local Self-government. 
goverll~ 

ment. 
This is a still more serious objection. The objed 

of every sound financial reformer must be to give to 
the local authority adequate sources of revenue; to 
make the local authority responsible for its amount, 
its collection, and its expenditure; and to prevent 
local authorities from relying on an everlasting 
scramble for a larger and larger share of the contents 
of the public purse. 

TheUcence The first of Mr. Goschen's subsidies consists, as we 
duties fullll h f h 1· d· H f: d h one requi· ave seen, 0 t e lCence utles. ow ar 0 t ey 
~~:t ~::~y fulfil the above conditions 1 . These duties consist, 
r:3:~~~~ it must be remembered, of duties on licences for the 

sale by retail of intoxicating liquors for consumption 
either on or off the premises; of duties on licences 
for dealers in beer, spirits, wine, sweets, tobacco, and 
game; of duties on licences for refreshment-house 
keepers, appraisers, auctiQneers, house-agents, pawn
brokers, and plate dealers; of duties on licences for 
dogs, guns, and game· killing; for carriages, armorial 
bearings, and male servants. These duties amounted 
in the aggregate in 1889-90 to £2,994,419. Such 
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part of them 118 is levied in each county or borough 
is handed over to the council of that county or 
borough.- These duties are therefore local taxes Butloca.l 

devoted to administrative purposes in the locality in ~:~~r!t' 
which they are collected, and they thus fulfil one ~'::': ~~':'no 
condition of a good local tax. But this is the only ~~th~m. 
condition of a good local tax which they fulfil. They 
are still collected by the Inland Rev~nue Commis-
sioners; for, though there is a power in the Act to 
hand over the collection to the county authorities,t 
it has not been put into operation. There is, more-
over, no power to vary these duties, and even if their 
collection was han~ed over to the county authorities, 
those authorities would still be bound by the uniform 
rules now in force. Mr. Goschen seems, indeed, to 
have contemplated giving power to county authori-
ties to increase some of these licence duties, espe-
cially those relating to publicans;: but this inten-
tion was not carried mto effect· by the Act. The 
County Councils, even if they collect the duties, 
will be mere conduit pipes. Is this sound policy? 
Is it clear that none of these duties could be varied 
by different authorities without inconvenience? Is 
it not possible that the power to vary them might 
not only be convenient to the local authorities, but 
might lead to useful experiments in legislation? 
One of the mORt valuable of the many suggestions 
made by the late Mr. Jevons was that, as social 

• Parliamentary Paper 226, 1890. 
t Local Government Act, s. 20, sub.-s. 3. 
~ Budget Speech of 1888. 
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legislation is of an experimental character, it is 
desirable tha.t different local authorities should be 
allowed to try difforent experiments. Parlia.ment 
has, not without reluctance, taken some steps already 
in this direction. It has allowed different local 
authorities to make different arrangements with 
respect to gas and water and other matters. Would 
it not be well to proceed much further? It has been 
suggested that, as amusements are luxurit's, local 
authorities ought to ha.ve power to le\'y fees or 
licence duties upon them. Is there any reason why 
some one town-e.g., London or Edinburgh-shouhl 
not try the experiment? Some persons think dogs 
in great towns a nuisance. Why should not a. Town 
Council be able to increase the liconce duty for 
dogs? Why should not a. town be enabled to raise 
a. revenue from hired carriages' Or, to take the 
most important duties on the list, as to which 
Mr. Goschen contemplated giving the Councils some 
discretion, viz., the licences for the sale of alcoholic 
liquors, is there any reason why single towns or 
counties should not be allowed. as is the case in the 
United States, to try the effect of high licence 
duties' One thing is quite clear. viz., that until 
the power of increasing. diminishing. or repoaling 
these licence duties is given to local authorities, 
their transfer does little or nothing towards advanc· 
ing responsible self·taxation. The local authority is 
a mere channel by which a. given flow from the 
Imperial Exchequer is diverted to local purposes. 
The transfer of these licenoes no doubt carries with 
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it the advantage that each locality hllB in them its 
own separate and defined source .of revenue, and not 
an uncertain draft from the Imperial river; but, in 
their present condition, they afford, so far as their 
imposition or collection is concerned, no help what
ever to local self-government. So far lIB the ex
penditure of the revenue derived from these duties 
is concerned, I shall have more to say below. 

As regards the other two taxes transferred, viz., The drink 
h d · b d· . d·h h lfdutiesand t e new utles on eer an SpIrIts, an tea Proba.te 

of the Probate Duty, there is not even the defence = ::''1D:; 
h h . h hi· 1· thea.bove t at t ey are separate taxes, or t at t ey ar~ oca. In requisites. 

their origin. They are simply fractions, undis
tinguishable, and scarcely earmarked, of larger 
Imperial funds. Over them local authorities can 
exercise no control; in sparing them local authori-
ties have no interest. Indeed, their only interest is 
to get as much of them lIB they can; and the tempta-
tion to scramble with one another for as large a share 
of them ~ possible will be as demoralising lIB it will 
be irresistible. 

The raising and collection. of all these new subsi- The expeD
dies, therefore, does not forward the cause of self- :::'~e~rf 

L t -d h h' d t- theaeduties government. e us now conSl er ow t eIr es Ina- is left to 

tion and expenditure, lIB settled by the recent ~':.~orities. 
changes, affects that question. The application of~:.'l die

the licence duties, and of the two-fifths of the Probate ~~:bth8 
'Duty, is govern!'ld by the Act of 1888.* They are !!~~tm
paid to a separate account, and out of this account is 
paid, compulsorily and without any discretion on 

* Local Government Act,. 88. 23, 24, and 43. 
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the part of the County Councils, the whole of the Sum 
previously paid in the form of Exchequer grants, so 
that out of the sum of £4,786,134 handed over to 
the County Councils in 1888-9, £2,858,808 was 
doled out to them on precisely the same conditions, 
and under the same strict control of Government 
Departments, under which the previous Exchequer 
grants had been made. In the case of the London 
County Council the interference has been and is 
even greater; for the provision under which the 
Council have to pay 4d. a day towards the mainte
nance ot the indoor poor of London has compelled 
them, after satisfying the other statutory charges, 
to impose an extra rate of 1d., or about £130,000 
a year, in order to comply with the Act. London, 
as a whole, it is true, gained by the arrangements 
connected with the Exchequer contribution about 
£200,000; but so far as the County Council and 
their special funds are concerned, they are losers 
to th~ extent of £130,000 a year, which they 
have to make up by an increased county rate. 
In other words, these arrangements not only 
leave the Council a mere mechanical conduit pipe 
so far as the old Exchequer contributions are 
concerned, but dictate to them a further special 
expenditure, and compel them to levy an increased 
rate for the purpose of meeting it. 

~~t~t to Turning to the application of the subsidy of the 
~r~~';.~ion present year, the first proposals of the Government 
~~~ii"~ not only dictated the mode in which the money was 
.Yo°=e:t~· to be applied, but, by the .. Public House Endow-
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ment" clause, dictated one mode of applying it 
which would have demoralised the County Councils, 
and which revolted the sense of the country. As 
regards the final shape which the Act of 1890* has 
taken, the application of the £300,000 destined for 
the superannuation 'of the police is not only strictly 
defined, but, as I shall show hereafter, is hardly so 
much a gift to London as a means for getting 
the, Government out ofa difficulty under which 
they were labouring. As regards the remainder, 
the struggle over Mr. Acland's amendment, and over 
the Scotch Education proposal, shows how hard it is 
for those who have been accustomed to distribute 
public money and to dictate its application to 
recognise the principle that local self-government 
ought to involve local control of local expenditure. 

Nor are the complications arising from these un- Present 

happy drink duties yet at an end: Weare still in :.'::~~~. 
difficulty about their application. In the fural dis- ~n~:~on 
t . t h hid h 1·· dut,esto nc s, were t e an seems to ave a pecu lar aptl- Technical 

tude for absorbing showers of Treasury gold, County Education. 

Councils may successfully apply the new subsidy 
from drink to the teaching of agriculture or other 
arts. But in London, with which I am better 
acquainted, the course is still dark and the result 
uncertain. 

London has, as shown below, received far less than 
its due share of the new subsidies, and the London 
County Council has, in the arrears of sanitary work 
and town improvement which lie before it, more than 

• Loca.l Taxation Act, 1890 (53 & 54 Vict., c. 60). 
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sufficient to exhaust its resources, whilst education is 
a matter of which it has hitherto had no cognisance, 
and of which it. has no experience. On the other 
hand, there are in London various institutions, such as 
the Privy Council, the School Board, and others, which 
have devoted much attention to educational matters, 
and which already apply public money for that purpose. 
But, under the legislative fluke of last year, these 
institutions are passed over, and a large sum of money 
is flung into the lap of the London County Council, 
and they are told, without further guidance, to spend 
the money as they think best, but that, if they 
spend it on technical education, they are more likely to 
keep it than if they spend it on housing the poor, 
or on water, or on drains. The result is, of course, 
a great embarrassment. If they spend the money 
on their own proper objects, they run the risk, so 
Mr. Goschen is understood to say, of losing it for 
London. If they accept it for the purposes of 
technical education, they are practically undertaking 
the management of the secondary and technical 
education of London, a task for which they are at 
present unfit, and in undertaking which they are in
terfering with the functions of other bodies much 
more fit than themselves. .A13 a matter of fact, they 
are now receiving all sorts of demands from Educa
tional Institutions of all kinds, of the comparative 
merits of which they are little competent to judge. 
In this manner a new complication is gratuitously 
added to the confusion of administrations alreadyex
isting in London. It is a further instance of the 
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many unhappy muddles arising out of Mr. Goschen's 
ingenious innovations. 

The imposition and collection of the taxes thus 
devoted to local government is therefore placed 
wholly out of the power of the local authorities, and 
the expenditure of these taxes is also to a large 
extent in most cases, and in some cases entirely, 
placed out of their control. Nor has the grant of 
these subsidies been accompanied, as has been usual 
in the case of grants of public money, by conditions 
making it necessary that the Local Authorities shall 
meet the grant by contributions from local sources. 
Nothing has been done by these arrangements to 
further the cause of responsibility and self-govern
ment, whilst the mischievous practice of drawing on 
Imperial resources has been extended and encouraged. 

It was not to be expected, or indeed to be desired, 
that the system oftutelage fostered by Parliamentary 
grants should be brought at once to an end; it was 
not even to be expected, though it was to be desired, 
that the demoralising system of Exchequer doles 
should immediately cease. But it was to be hoped 
that the great opportunity afforded by the Local 
Government Act would be so utilised as that some 
progress should be made in these directions. This 
has not been done; and the confusion, demoralisation, 
and danger of these grants are now greater than 
ever. It will, under these circumstances, need much 
statesmanship of a very high order in the public 
offices at Whitehall in order to give our new forms 
of local self-government a fair chance of proper 
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development. The recent dealings of the Local 
Government Board with the London County Council 
give little promise of such a result. 

Exchequer There is another observation on the change from 
contribu· 
tions Exchequer grants into Exchequer contributions, 
exempted ' 
from con- which is not without weight. The Exchequer grants 
trol of the 
Bouse of were made by annual vote and were consequently 
Commons 
&Ild not subject to the annual control and criticism of the 
m .. desub- H f' C Th 'E h ·b . jectto 10caJ. ouse 0 ommons. e xc equer contrl utlOns 
control. are determined once for all by a permanent Act of 

Parliament i consequently they do not appear on 
the votes, and are not subject to annual supervision 
by Parliament. Now, if these contributions were all, 
like the Licence Duties, separate local taxes; if 
they were handed over bodily with due power of 
collection, of alteration, and of application to Local 
Authorities, without any interference by Parliament, 
the change would obviously be for the better. It 
would give to Local Authorities their own i while it 
would at the same time keep Parliament to its own 
functions, viz., the control of the National Finance. 
But when these Exchequer contributions form all 
undistinguishable portion of Imperial Revenues j 

when they are handed over without any sufficient 
powers on the part of those authorities over their 
amount, their collection, or their application, it 
becomes questionable whether it is a wise or a con
stitutiona.l thing to have exempted this large frag
ment of public revenue from the ordinary public 
control. On this point I shall have more to say 
below, when speaking of the London Police. 



3. T1u! Distribu.tioft oftJob1te New Subsidies is fu,t 
JUiJI.-Lmdoa and tJ~ Toums do not get tJ..eir 

Fair Sharf!.. 

The third objectioll is that these Imperial. doles =--_ 
are not di:.-tnouted in such a way as to give satisfac-~
tion, 01' so as to do justice lUIlong local ratepayers.. jotil.. 

On this point I cannot do better than quote lIr. 
Go!Ichen. In introducing this scheme. he said :.-

.. '.I."-e is a ~ that you sbould give die -1DOIIe7 llr-
a JIWIIOdioa as coantiea aDd boroughs haft beeIl ill neeipI; ~ 
Gi die old grauta. It seems to _ that DOthing coulcl be"'-" 
___ j1l!lL If there ...-.- a grm.t bmatic asylum. in a 
putiI:alar coanty -=eiviDg a considerable Imperial grant, aud 
if ~ _ to say, «This coanty baa beeIl -=eitWg &0 1IlDCh. 
aud pnetiI:aIly. as there is __ moaey to be disb-01wrted, 
~ __ pay in pn>poriioD so what it _ receDed hitherto,' 

~ would be oIieDding againS efl!r7 principJe of justice. 
Y ___ ather look to see where the slIoe pinches ___ .. 

But, alas! the principle which he thus condemns' 
'W3II the one which he has been compelled to adopt 
both in respect of the Probate Duties and of the 
new taxes on drink. No one knew better than he 
that it was the urban horu!eholde.- ... hoee shoe pinched 
him IDOISt, and that t~ who ~ in getting 
the largest shares of the Exchequer grants ... ere Dot 
those ... hose shoes pinched most, but who scrambled 
hWest.. And yet he has dooe more than anyone 
else to ~tuate the system of doles which creates 
these scrambles; and the present result of his sub
sidies is to perpetuate the injustice ... hich they haTe 

• BIMigd s~ 01.1888. po ilL 
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created, and of which he most justly complains. The. 
case which he had proved distinctly in 1870 was, 
that the rates which needed relief were the new rates 
of the great towns, and especially of London, and the 
figures I have quoted above show that this case is 
much stronger now. I am unable to show by any 
general figures how the new subsidies are distributed 
as between town and country generally. But I have 
already referred to Mr. Goschen's increased highway 
grant as one item which has increased the share of 
the country at the cost of the towns; and with regard 
to the Metropolis the following statements show that 
the London ratepayer has got very much the worst 
of the scramble, and receives much less than his fair 
share of the new subsidies. 

London, According to the Report of the Local Government which ought . 
to.havere- Board,- the aggregate amount actually gIven to the 
calved more C. . 
than one- County ounclls and County Boroughs III England 
fourth of 1 . h d b thenewsub-'and Wa es III t e year 1888-9, over an a ove pre-
:!'!!iv~~Y existing Treasury grants, was about £2,000,000; and 
. one-t~nth. by the same Report t it appears that the rates of the 

Metropolis in the last year there given, viz., 1887-8, 
were £6.970,732, whilst the aggregate of the rates 
for the whole of England and Wales was £27,194,836. 
In other words, the rates of London were about one
fourth of the whole of the rates of the country; and, 
according to Mr. Goschen's doctrines of 1870, the 
urban rates of the Metropolis required relief in a 
larger proportion than the general rates of the 

* 19th Report, c. 6141, p. xiv. 
t Appendlx, p. 592. 
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country. If, therefore, the amount of rates is taken 
as the standard, London ought to have received con
siderably more than one-fourth of the £2,000,000 
of new subsidy granted by Mr. Goschen in aid of 
rates. But according to the accounts and estimates 
of the London County Council for 1890, the 
Exchequer contribution for -London amounted to 
£823;334, whilst the amount of the Treasury grant 
for which it was substituted was £621,489; so 
that, as a. result of the arrangement of 1888, London 
ratepayers, instead of receiving more than £500,000 
of the new subsidy of £2,000,000, to which at least 
they were entitled, have. received only £200,000. 
Instead of receiving a third, or even a fourth, of the 
new subsidy, London received only one-tenth. 
Similar conclusions may be drawn from the local 
taxation account. * From that paper it appears that 
the aggregate Exchequer contribution in England 
and Wales in 1889-90 was £4,805,940, whilst the 
proportion allotted to London was £815,463. In 
other words, London received a little more than one
sixth of the whole contribution, new and old, whilst 
its rates are, as above mentioned, one-fourth of the 
aggregate rates .. 

An article in the ECO'TWmist of June 21st, 1890, BCOMfII,iBt'. 

confirms the above conclusion, and shows how the criticismS. 

Government were prevailed upon to reduce what they 
had themselves proposed to give to London. It saY8:-

" The following table shows, first, how it was originally 
intended t.o allocate the sum of £4,786,000 to be distributed 

* Parliamentary Paper 226 of 1890. 
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amongst the local authorities of England and Wales; second, 
how the allocation was altered by the decision of the Govern. 
ment to distribute the grant from Probate Duty in propor
tion to the amount of previous grants in aid, instead of in 
proportion to the amount of indoor pauperism; and, third, 
how the payment of £4,793,000 actually made last year was 
distributed. 

Metropolis ... 
Boroughs 
Counties 

Estimated. 
Original Amended 
Scheme. Scheme. 

£ £ 
963,000 856,000 

1,179,000 1,147,000 
2,644,000 2,783,000 

A.ctuaI Distribution 
in Year ending 

March 31st, 1890. 
£ 

814,000 
1,060,000 
2,919,000 

4,786,000 4, 786,000 4, 793,000 

.From this it will be seen that, while the Metropolis has 
actually received about £150,000 less than the Government 
held at first that it was entitled to, and the boroughs have 
received nearly £120,000 less, the counties have got about 
£270,000 more." 

A subsequent article in the Economist of October 
11th, 1890, contains the following statement:-

"Confining ourselves to the actual results in 1889-90, 
what we find is that a net Bum of £1,933,000 was made avail
able for the relief of rates, and as the value of rateable pro
,perty in England and Wales is about £150,000,000, that is 
equal to an average rate of about threepence in the pound. 
This relief, however, has not been equally distributed. It has 
been allocated between the Metropolis, the boroughs, and 
the counties thus :-

Metropolis •.• 
Boronghs 
Counties 

Amouutof 
Discontinued 

Grants. 
£ 

628,000 
592,000 

1,640,000 

Sublltituteci 
Reyenues.. 

£ 
814,000 

1,060,000 
2,919,000 

Exc ..... of 
New Reyenu .. 

£ 
186,000 
468,000 

,1,279,000 

ToW 2,860,000 4,793,000 1,933.000 
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Aud comparing the' gain Rhown above with the rateable 
'lJa!ue of the three divieions, we have the following state
ment:-

E.tim .. ted 
Rateable Value. 

£ 
Metropolis .,. 31,000,000 
Boroughs ••• 27,000,000 
Counties .,. 172,000,000 

Additional Revenne. 

Amount. 
£ 

186,000 
468,000 

1,279,000 

Per£of 
Rateable Value. 

d. 
1"44 
4·02 
3·33 

Total 130,000,000 1,933,000 3·09" 

The bwrden of rates would, however" 'afford a: 
sounder basis for comparison than, rateable value; 
and it would be interesting to have a return showing; 
for each rating authority in England and Wales; the 
proportion of the amount received from the 
Exchequer 'contribution, and especially from the 
Probate and Drink Duties, to thehurden of its rates, 
with a summary showing how it affects urban and 
rural authorities respectively. We should thEm see 
how far the relief afforded by Imperial doles has been 
given where the shoe pinches most. 

Certain Tory members for London there are who 
have constituted themselves a sort of watch~dogs 
against what they are pleased to call the extrava
gance of the County Council. Where :were they 
when they allowed other dogs to snap up so large 
and inequitable a share of the Imperial crumbs? 
And where, at the same time, were Mr. Goschen's 
principles of 1870 ? ' 

But, it may be said, so far as London is concerned, nrink 

all these inequalities have been cured by the Ps~gi:.t 
arrangements of 1890, under which London will ~~~:. 

H 
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receive not only her proportionate share of the un
appropriated portiou of the new duties on alcoholic 
liquors,· but a special grant of '£150,000 for her 
Police Superannuation Fund. This, however, is far 
from being the case. As regards the unappropriated 
portion of this new grant, it will be distn"buted iu 
the same proportions as the Probate Duty, and if, as 
I have shown to be the case, the distribution of that 
duty is unfair to London, the distribution of Mr. 
Goschen's further dol~ of 1890 will be unfair too. 

As regards the grant towards police pensions, 
'£150,000 out of .£300,000 is no doubt a larger pro
portion than London would be entitled to if the 
ntes or rateable value were taken as the basis of 
ealculation. But the Act does not take this basis; 
it distributes the subsidy according to the amount 
paid in police pensions in each locality.t Adopting 
this principle, Mr. Matthews has shown! that 
£150,000 is actually less by about .£6,600 than 
London ought to receive, if London's share of the 
.£300,000 were made proportionate to her police 
pension list. 

This, however, is not all We must look Mr. 
Goschen's gift-horse in the mouth. The real effect 
of this grant of '£150,000 is, as I have said above, 
not so much to relieve the London ratepayers as to 
get the Government out of a difficulty. The police 
case is so instructive that I may be pardoned for 
stating it at some length. 

• Budget Speet'h. 
t Police Ad .. 1890 (53 IUId Sf \1('t.. e.. 4.'\, s. 17, "ub-s.. b). 
: See his letter in T_~ of July 14th, 1S90. 



Thai; London is the only city in the Kingdom A.-ly of 

which has no voice in the management of its own ~ 
police is only too well known.. But this anomaly is 
beyond my scope. and I do not propose to discoss the 
question of management. except as concerns finance. 
and especially as concerns the alterations in its finance 
effected by the present Government. These. however, 
we shall find to be important in themselves. and to 
have an important bearing on the question of 
management. 

The Metropolitan Police has. on the whole, been POOre 

both an efficient and a popular foree. ~ in late ~ 
yean. it has lost something in public favour. this is ~ 
probably due, not so much to fanlts in the men
themselves. as to mismanagement aI; headquarters. 
and to the fact that, since the foree is not a muni-
cipal but an Imperial foree.questions of order in the 
streets have become mixed up -rith Imperial politics. 
But though an excellent, it is not a cheap fome.. The 
following ertlacts from a very useful. and probably 
official. memorandum printed in the TiJMB,· shoW' 
that the pay and pension of the constables of the 
Metropolitan Police, compared -rith those of Civil 
~ts, soldiers. sailors. and artisans. independently 
of any additions made by the Act of this year, areas 
follows:-

1 . .As 'l"t!ganls their u:lwk emolument&. 

• T...-, July 8th, 1890. 
H2 
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Comparison" 1. Constable, present average ... 
:l~~~~:pay 2. Soldier ..• 
~= 3. A.B. seaman R.N. 

4. Highest unskilled and lowest 
skilled labourer ..• 

Cnrrent Value of 
Pay. Pa,. 

x PeDsion. 
£74 2 0 ..• £90 19 7 
4878 ..• 57128 
4847 ... 5727 

67120 •.• 67120 

"The foregoing table shows that the present pay and pen
sion of the constable compare as follow with those of the 
other classes :-

"1. Constable. more than the soldier 
2. Constable more than A.B. seaman R. N. 

Under Pre
sentScaJa. 
per Cent. 

57! 
59 

3. Constable more than highest unskilled and 
lowest skilled labour 

•• This table does not show the whole of the advantages 
that the constable enjoys compared to Class 3. Constables 
have the right to expect. and a large proportion of them ac
tually receive,' promotion to higher grades with increased 
rates of pay and perision, whereas in the labour market it is 
understood that the unskilled labourer seldom rises into the 
ranks of the skilled, nor do those in the lower grades of 
skilled labour frequently advance to higher gr,des. Con
stables have also allowances, such as clothes, fuel, medical 
attendance, and, in a proportion of cases, lodgings at cheap 
rates ; while, on the other hand, their wives are not allowed 
to trade, and they are liable to removal from one district of 
London to another. These considerations are all omitted, 
but, if included, would no doubt make the difference in 
favour of the constables still more marked." 

2. .As regards pension alone. 

"Assuming constables to retire after an average service 
of only twenty-two years, their pensions compare with those 
of the other classes as follows :-
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Pilr Coat. 
.. Constables more than civilians of similar position... 30 

Constables more th&ll soldiers . 82 
Constables more than A.B. seaman ..• .., 89 
Constables more than petty officer R.N. ..; 17 

.. If the constables serve for twenty-five years, even under 
the existing sCMe, their pension is more than double that 
of the soldier and the sailor, while it exceeds that of a Civil 
serv&Iltand petty office~ by 44 and 46 per cent. respectively," 

It further appears that the pensions of the Metro- Gro~ 
politan Police constitute a very heavy and increasing c~on 
charge. In his report of June last* Mr. Finlayson, 
the Government actuary, says :-

"The number of pensioners is rapidly increasing &Ild the 
average annual pension to each pensioner is also increasing. 
The charge for pensions last year was £197,000. It will pro
bably surpass £200,000 this year under a continuance of the 
present system, In 1895 it is likely to be £250,000 a year, 
and by 1900 not far from £300,000 a year." 

And he afterwards estimates the ultimate pension 
charge for 14,250 men at t,he existing scale at 
£520,000 a year, which will be increased to £556,500 
when the 1,000 men whom Mr. Matthews is adding 
to the force come on the pension fund. 

Mr. Matthews is, !IS he has told us, increasing the Recontin. 

force by 1,000 men, thereby, of course, ·increa.sing the =:e~. 
expense of pay and pension proportionately. He has ::~~~ 
also, since the above tables were published, as we 
are inforIlled by the newspapers, raised the active 
pay of the present force, though by what amount we 
do not yet know. Their pensions have also been 

.. Parliamentary Paper 6075, 1890, p. 191. 
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raised by the Police Act oflast Session.* The effect 
of the Bill, as originally proposed by the Govern
ment, was to give each policeman an absolute right 
to a pension of thirty-fiftieths of his pay after twenty
five years' service. The amount of the pension was 
raised by Mr. Matthews in the House to thirty-one
fiftieths. What the aggregate effect of all these 
changes will be we do not yet know. But it is 
obvious that they will increase the aggregate 
immediate expense of the force; they will increase it 
still more when pensions come into full operation; 
and they will increase the disparity between the 
remuneration given to the police and that given 
to other classes of public servants and to other 
workmen. 

It would be beyond my limits to discuss the general 
question whether the work of the police is such as to 
require much larger pay and pension than is given 
to other classes. But one or two observations on this 
point may not be out of place. In the first place, 
there is, I believe, no difficulty whatever in recruit
ing the police; and in the general exodus from the 
rural districts to the towns, which is characteristic of 
the present time, the great attraction of places in the 
police for the best of our young countrymen forms, 
according to general report, a noticeable feature. In 
the second place, policemen have votes, and the 
London members are, as has been admitted in Par
liament, not inaccessible to this consideration. In 

* Police Act, 1890, First Schedule, and Hansard, August 
5th,1890. . 
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the third place, there is a striking tendency in demo
cratic Governments, whether national or municipal, 
to raise the pay of muscle, .and to depress the pay 
of brains. Whether this is a wise tendency, time will 
show. If democracies, with tendencies to undertake 
ever more and more of industrial work, refuse to pay 
adequately for directing and organising power, they 
will assuredly come to grief. On the other hand, if 
they pay for muscle-labour extravagantly, they will 
also assuredly come to grief. There seems to be a 
notion that there is some indefinite fund, call it 
capital or profits, or what you will, out of which 
wages may be raised indefinitely; and that in raising 
the pay of that class of labourers which is employed 
by Governments, we are raising the standard of the 
payor all labourers. There cannot be a greater 
fallacy. You cannot make a cake bigger by dividing 
it. The wages of labour form the first and heaviest 
demand on the property of the people, and if the 
wages of one class oflabourers is increased out of due 
proportion, the excess will have to be made up by 
some deficiency or falling oft' in wages elsewhere. 
We cannot pay our policemen or other public 
labourers extravagantly, without diminishing the 
funds available for other labour. But these are 
considerations outside my present subject, and I only 
refer to them for the purpose of showing how many 
and how strong are the tendencies to over-pay the 
police, and how important it is that we should main
tain in full efficiency the ordinary constitutional 
checks on these tendencies. 
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t:"oaaJ The usual checks on extravagant public expendi=::... ture are, of course, to be found in the resistance and 
~ control of the taxpayers. Were it not for this the 

pressure of the public services on our Governments 
would be irresistible. If the Chancellor of the Ex
chequer had not the taxpayer at his back, the army, 
navy, and other public services would drain the life
blood of the nation. If Town Councils and County 
Councils did not stand in fear of the ratepayers, 
there would be no limit to local outlay, honest p0s

sibly, but also possibly dishonest. 
In examining the finance of the Metropolitan Police 

we shall find that the anomalies of its management 
have reduced these checks to a minimum, and that, 
weak as they have always been, they have been still 
further weakened by the action of the present Go¥eru
ment. 

~ of The whole annual expense of the Metropolitan 
~: Police,- according to the last account, was in round 
::.r- numbers (excluding balances on both sid~ of the 

account) £1,600,000, and this amount will, no 
doubt, in consequence of the cireumstances abo¥e 
mentioned, be larger in future years. This sum. 
after deducting certain special receipts from the 
Government Departments and other persons for 
special services, is made up by a rate on the Metro
politan Police area (which includ~ part of the Coun
ties of Middlesex. Surrey, Kent, E;;sex. and Hertford. 
but excludes the City of London), aided by an Ex
chequer grant, which is now termed an Exchequer 

• Pacliamentuy Paper 1M of 1890. 
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eonlnootioa. 'The hed Iimii; of the Die is 9d... but 
the Go¥emmenl; mnb:ibute a 6U:m eqaiTalem to a 
.IJ. ra~ thus reducing the actual Die to:id. 'The 
:id. rate amounted last ~ to r.31.978. aDd the 
GoI"emment contribution to £SM.S!.j.. 

As ~ the:id. rate, the Home Sec:reWy has 
allI'ays had. and still has. pnrer at his 01rIl dB:retion 
to IeTy the .. hole of it, aDd he has IeTied it aeoord
~<"!y j but until this year he has had power to leTy 
no more.t 

As regards the GonDIJDeDt grant. it..-as before =.=. 
I8.S8 made by an anoual TOte of the House of Com-~~ 
IDODS; but by the Local Go¥emment Act of that ~~ 
year the I:xchecper grant ..-as unued into an u--
~uer contribution; the amount ..-as hed fOl' 
future yean OIl the fooriog of the grant made in 
1&)7; aDd it YaS made payable to the :Bec:en-er of 
the llettopolitan POOre. to be by him applied to 
polioe &erriees 1U1da the din!ctioos of the Secretai}' 
of &ate.! Il YaS thus.-ithdra..-o altogether from 
the eontrol of the House of 0Jmm0ns. aDd the only 
fiUID, DOW' ¥oted, Other than the payments fur special 
Ila"riees to Goremment Depanmenm, are the salaries 
of the Commissiooer. ~. aDd Assistant-Com
missionas of Poore. 'The e1I'«t of this eban.,oe. ~ 
exoupled with the UDOOntrolled power of the Home:rn:.!... 
&c:retuy 0\"eJ' the :id. rate. is to pIKe in the hands ~ 
of a ~<>Je .lIinister the eontrol of a large and 

·51 ... 5:! rxt.. ~ 4l-+L p.m.-I]" Paper UI 
flilI«l 

t 31 aad E rid... ~ c. 
: Local Guo_ Ad7 18SS" 33. 2 ...... ~. 
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growing. department of the public service, costing 
more than a million and a-half of money, without 
any check on that expenditure, either by the rate
payers, who pay the greater part of it, o.r by the 
representatives in Parliament o.f the natio.n, which 
pays the rest. Is there in .the who.le machinery 
o.f Government such ano.ther ano.maly? 

But this is no.t all. I have already referred to. the 
pensio.ns o.f the Po.lice and to. the very large Co.st they 
must ultimately invo.lve. In fact they nave hitherto. 
co.nstitutedone o.f the great difficulties o.f the Ho.me 
Secretary. They amo.unt at present to. abo.ut 
£200,000 a year. To. meet them there is a small 
special pensio.n fund, but it is grossly inadequate, Il8 

it amo.unts to. little more than £50,000 a year. In 
order to. make good the deficiency, the Secretary of 
State has been in the habit, under the enactment 
mentioned below, o.f contributing out of the Metro.
politan Police Fund, i.e., the fund out of which the 
active service is maintained, an ever-increasing sum, 
which in 1889-90 amo.unted to £145,769, or nearly· 
the same amo.unt which Mr. Goschen now proposes to 
contribute from the drink duties. 

Mr. Matthews is, as above mentio.ned, increasing 
the force by 1,000 men, and is also. increasing 
both pay and pensions, and to. meet the additio.nal 
expense he had no funds till Mr. Goschen came to 
his assistance with £150,000 out of the drink duties. 
This subsidy will enable him to. dispense with the 

* Parliamentary Paper 154 of 1890; 20 and 21 Viet., e. 64, s. 
15. 
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contribution he has hitherto made from the Police 
Fund to the Pension Fund, and to apply the whole 
of the Police Fund to the maintenance of the active 
force. There wilf consequently not, even at first, be 
any diminution of the present 5d. ratt', but only a 
change in its applicatjon. This, however. is not all. 
There will inevitably, at no distant time, be a large Itmust 
. . h H' h b . d soon be InCrease In t e rate. It erto, as a ove mentlOne ,exercised. 

the Secretary of State has had power to levy a cer-
tain rate and no more. By the Act of this Session he 
has obtained power to increase that rate to any 
amount whatever which may be necessary, in order 
to pay the pensions as determined by the Act, and 
this without consulting either Parliament or the 
ratepayers.- As £130,000 is about the present 
produce of a penny rate in the County of London; 
some future Home Secretary .will probably have, 
in course of time, to impose an extra 2d. rate in 
the Metropolitan Police area, in order . to meet 
the charge which the present pension system 
must inevitably bring with it, and he will be 
able to do this by a stroke of the pen without 
consulting either the House of Commons or the 
ratepayers. 

Before the present Government meddled with the Checks on 

M 1· P l' h h k expendi. etropo ltan 0 Ice, t e c ec s on extravagant ex- ture,alwaya 

penditure were extraordinarily weak. The London ;::.!'~~~ 
ratepayers, unlike any other ratepayers, had no ened. 

voice whatever; and the representatives of London 

• This is the effect of s. 19, sub·ss. 1 and 4, and s. 32 of the 
Police Act, 1890. 
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in the House of Commons were not strong enough, 
or perhaps, intelligent enough, to look after the 
interest of the ratepayers. The ordinary control 
which the Treasury exercises over the spending 
departments was. in this case weaker than usual, 
because the sum paid out of the Exchequer as 
a grant or contribution was not a sum which 
would be greater or less, according as the Treasury 
might fail or succeed in reducing expenditure, 
but a sum equal to four-fifths of the rate on the 
Metropolis, the whole of which was always levied 
and expended, and in the levy of which the 
Treasury had no direct interest. But two checks 
remained, viz., the annual vote of the· House of 
Commons, and the limitation to a fixed amount of 
the rate which the Home Secretary had power to 
levy. Both these checks have been removed by the 
present Government, and the Home Secretary now 
stands exposed to the demands of a growing and 
powerful service, with arbitrary and unusual means 
of satisfying those demands placed in his hands, and 
with no force at his back, enabling or compelling 
him to resist them. Is it wonderful that under 
these circumstances the Metropolitan police should 
be an expensive force? And is it not to be expected, 
after what has recently been done, that it will 
become more and more expensive? 

Unsatisfac. It is a remarkable thing that, in the Parliamentary 
!i~ :s~~:. discussions on the Bill of last Session, the unlimited 
Police Bill. power of rating London thus conferred on the Secre· 

tary of State was, so far as I can find, never even 
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referred to. Several Metropolitan members did, 
indeed, take part in the discussions, but seldom, if 
ever, for the purpose of guarding the interests of the 
ratepayers. Some of them, so far from looking to 
these interests, were active in pressing· on the 
Government an increase of the already liberal pen
sion scale, involving, of course, an increase in the 
rates, a. pressure to which Mr. Matthews, after resist
ing it successfully in the Standing Committee, par
tially succumbed in the House.* One of these 
members, Mr. Baumann, distinctly stated that his 
object in seeking to give London policemen an 
indefeasible title to a liberal pension after ·twenty
five years' service was to oust any.control by the 
representatives of the ratepayers if at any future 
time the management of the police should be handed 
over to them.t Indeed, the remarkable feature 
throughout the very unsatisfactory discussions on 
this Bill was the absence of regard for the rate
payers and the pressure put on the Government to 
be more liberal at their expense. 

Nor is the case as regards the rest of England very 
different. The effect of the Police Act is to level up 
the pensions of the county and borough police to 
those of the London police, and few remonstrances 
were heard except from Scottish members, who 
gallantly stood up for their own independence. 

• See Report of Standing Committee, No. 317 of 1890, pp. 12, 
13, for motIOns by Mr. Burdett-Coutts and Mr. Baumann. See 
also HalUJard, August 5th, 1890; and First Schedule to the 
Police Act, 1890. 

t HalUJard, August 5th, p. 1952. 
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It may be that, in the case of the police, central
isation is necessary; it may be that the police 
require much more liberal treatment than any other 
class of public servants, or indeed of other workmen. 
Those are matters too large to discuss here. But 
when we are all professing principles of decentralisa
tion and local self-government, do not let us forget 
that our latest act in this important matter of the 
police has been one of centralisation and Imperial 
regulation; that the control of the police vote has 
been withdrawn even from the House of Commons; 
and that, under the combined influence of Imperial 
subsidies, of the police vote, and of a dread of strikes, 
the Government have obtained an unlimited power 
of rating London for police pensions; that the pen
sions of the police have been fixed on a most liberal 
scale, at the cost of the ratepayers, by the Imperial 
Parliament; and that questions of economy have not 
been discussed as they would have been if the 
management of the police had been really local, and 
if those who managed the police had had to find the 
money and to pay the bill. 

I have dwelt at some length on the Police ques
tion, partly because it illustrates the general con
nection between Imperial subsidies and centralisa
tion, and partly because it is an additional argument 
to show that in the recent financial arrangements 
London has little to be grateful for-and this ata 
time when a newly constituted and inexperienced 
municipal council has to face wants in respect of 
water, of drainage, of thoroughfares, of improve-
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ments of all kinds, involving an increased· expendi
ture of immense though uncertain amount. 

CONCLUSION. 

CONCERNING LOCAL FINANCE. 

To conclude: We have seen that with Mr. Goschen's Conclusions 
• ... toLocaJ 

settlement of the Local Loans questIon there is every Finance. 

reason to be satisfied. As regards other and more 
important matters, the case is very different. It has 
been shown that in 1870 Mr. Goschen proved ,that 
the case of local taxation which most required relief 
was the case of the ratepaying occupier in urban 
districts, especially in London; and that he proposed 
to grant this relief, not by doles from the Imperial 
Exchequer, but partly by handing over the House 
Duty to local authorities, and partly by shifting a 
portion of the burden from occupier to owner. It 
has also been shown that in the Government measures 
of the last four years these principles have been 
entirely abandoned; that the ratepayers who have 
been most favoured have been the rural r.ather than 
the urban ratepayers; that the pernicious system of 
doles from the Imperial Exchequer has been extended 
and intensified; that the national finances have been 
endangered and embarrassed; that local independence 
has been weakened rather than strengthened; and 
that the distribution of the Imperial doles has been 
unfair and unsatisfactory, especially to the Metro-
polis. There is a still more serious criticism. upon 
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the course thus adopted:· that it has failed to tax 
the source. of revenue indicated by Mr. Goschen in 
1870-viz., the property of owners as distinguished 
from occupiers of land. But this part of the subject, 
together with the· cognate subject of the Death 
Duties, must be reserved for another chapter. 



CHAPTER III. 

WHAT MIGHT HAVE £EEN OR MIGHT STILL BE DONE. 

Land and Rent within each area a proper subject for direct 
Local Taxation-Inhabited House Duty-Why not 
transferred 1-Death Duties made worse by Mr. Goschen's 
chang_Suggestions as to future of Local Finance-
1. Restore Probate and Alcohol Duty :-2. Transfer 
Inhabited House Duty :---3. Charge of a portion of 
rates on rent :-4. Local Taxation of capital values in 
form of Death Duty on land-Confuainns and anomalies 
produced by recent changes-Conclusion. 

IN the last chapter I showed how the action of the 
Government had extended the system of subsidies, 
and pointed out some of the evils which arise from 
them. In the present chapter I propose to discuss 
the sources of revenue out of which present local 
resources may properly be assisted; to consider 
shortly, so far as it concerns this subject, the great 
question fJf the Death Duties; to make some general 
suggestions as to the steps which are now possible; 
and to.end with some general conclusions on the 
Finance of the last four years. 

LAND AND RENT WITHIN EACH AREA A PROPER 

SUBJECT FOR DmECT LoCAL TAXATION. 

Besides the positive evils of the system of subsidies Reasons for 

which I have pointed out in a former c~apter, there ::'~~D~d 
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is another fundamental objection to this system, viz., 
that it fails to give to local ratepayers relief by taxa
tion of the special fund which forms the most natural 
and unobjectionable source of relief, viz., thereal 
property within their locality. This fund consists of 
local property, and is therefore the most obvious 
source out of which to supplement local rates. It is 
the source suggested by Mr. Goschen in 1870, when 
he proposed to enable the occupier to deduct half 
the rates from his rent, and when he proposed to 
transfer the Inhabited House Duty to the local 
authorities. It is a. fund which is increased in value 
by expenditure out oflocal rates. It is a fund which, 
in urba.n districts, where the burden of rates is most 
felt, is constantly becoming larger and, therefore. 
more able to bear taxation. It is a. fund which does 
not bear its fair share of Imperial taxation, and which 
in towns does not (unless in the case where the 
owner is also ratepayer) bear any direct share oflocal 
taxation at all. It is property which local authorities 
are accustomed to assess, and which they are, there
fore, competent to tax. It is property which it is 
their interest to tax fully and fairly, but which it is 
not their interest so to tax as to kill tht' goose which 
lays the golden eggs. It is a. fund in taxing which 
they will not be caating a greedy glance on the public 
purse of the nation. Finally, it is a kind of property 
which is already the subject of invidious criticism, and 
which, if not fairly taxed, will undoubtedly be the 
()bject of dangerous attacks. All reasons-financial, 
political, and social-point to this source, rather than 
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to Imperial funds arising from taxes on pure person
alty or taxes on general consumption, as the 
appropriate l?Ource from which lo~l wants should be 
met. And yet this is a source which the recent !i':':';~~~: 
action of the present Govern~ent has left l,IntQuched. ;:"t;'h:,ched 

.'. y The land, Mr. qoschensays, has suffered heaVIly SInce ~~~trn. 
he wrote and sp~ke in'1871. So, for that matter, have . 
other interests, during the recent period of commer-
cial depression. But it is agricultural land and not 
land in towns which has suffered; and it is in towns 
that the burden of rates is most felt. In the present 
state of England it is in towns, in the neighbourhood 
of towns, and in residential districts, 'that the un
'earned increment of land is to be found; and, it Is 
clear to anyone who can read the signs of the times 
that until this source of taxation is tapped there 
will be no content among urban ratepayers. . It,is 
obvious enough why tne present GovernIDent'have, 
in supplementing local rates, preferred t}le mi~e~hle 
resource of subsidies out of general taxes to the 
Temedy of throwing rates upon the landowner. Con
servative instincts and the power of the landlords are 
sufficient to account for the preference. It is a pre
ference much to be lamented, for an Opport\lnity has 
been missed which will not easily occur again, and 
every fresh subsidy out of the bottomless public purse 

" makes it more difficult 'to tie the purse-strings and 
to place local finance on a sound basis. 
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INHABITED HOUSE DUTY. 

Inh .. bited Let us take the various modes by which local pro-
House 
Duty. perty might be made to contribute to local needs. 
This duty 
it wa.s pro There is, in the first place, one Imperial tax, viz., the 
f:~!;·'in Inhabited House Duty, which is levied on local real 
1871. Why rt d h· h b li I not now? prope y, an w IC seems to e a pecu ar y appro-

priate subject for local taxation. In 18'11 Mr. Goschen 
proposed to hand over this tax to local authorities. 
He has now dealt with it for the very proper purpose 
of reducing the charge on the smaller class of houses, 
and has by this step (as well as by the Estate Duty) 
recognised the important principle of graduated 
taxation on real property. Why has he not further 
dealt with the Inhabited House Duty by handing it 
over to local authorities for the purpose of assisting 
the r-a.tes? It would have been a specific local 
tax, and its transfer would not, like that of the 
Probate and Spirit Duties, have involved confusion 
between local and Imperial finance. It is a tax which 
would have been peculiarly suitable for the transfer, 
since it is in urban districts, in which, as we have 
seen, rates are most felt. that the proceeds of the 
House Duty are the largest; and a local appropria
tion of House Duty would consequently have eased 
the shoe where it most pinches, instead of giving to 
those who have already got a disproportionate share. 
Can this be the real reason why it was not trans
ferred? If so, it can scarcely be Mr. Goschen's own 
reason. 
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DEATH DUTIES MAnE WORSE BY MIt. GOSCHEN'S 

CHANGES. 

Still more important questions arise out of the Death 

D h D · d 11 .. _ G h 'al . . h Duti .... eat utles, an .LUI. OBC en s teratlOns In t em. ~nt di .. 

Th b· " d li d th CUSSlons on e su ~ect 18 SO Important an so comp cate at theseduti ... 

to discuss it as it deserves would require a separate 
treatise j and it is the less necessary to do this be-
cause the injustice of the present system was fully 
exposed in the Budget debate of 1888,* and because 
the whole subject of these duties has been admirably 
summarised in the little book recently published by 
Mr. Sydney Buxton and Mr. Barnes. t The following 
is just so much of an outline as is necessary to ex-
plain what follows. 

The Death Duties are, as their name implies, tatxes Their 

on property to which one person becomes entitled n&tore; 

on the death and in the place of another. They are 
essentially taxes on capital as distinct from income; 
and they are in general the less felt, and consequently 
the more easy to collect, because they are subtrac-
tions from the capital of property taken from or im
posed upon it before the new possessor has begun to 
enjoy it. They produce at present in all about 
.£8,000,000 a year, and they increase with the wealth 
of the country. As they existed before Mr. Goschen'l;I 
alterations, which are described below, they were, . 
roughly speaking, as follows :-

• Hansard, Vol. 325, p. 190. See especia.lly Mr. Gladstone's 
speech. 

t Handbook to the Death Duti£8. John Murray, 1890. 
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1. The Probate Duty. This is a. tax on all per
sonalty, including leaseholds bequeathed· by will or 
passing under an intestacy. . It is levied on the 
aggregate value of the property, and is paid at once 
on the whole estate by the personal representative. 
It is at the rate of 3 per cent.· on estates of £1,000 
and upwards, and somewhat less on estates of smaller 
amount. 

2. The Legacy Duty. This is a tax on special 
gifts by will or on descent by intestacy of personal 
property, not including leaseholds. It is levied in 
addition to Probate Duty, except in the case of 
lineal successors, i.e., children, and their offspring, 
and direct ancestors, who pay Probate Duty, but not 
Legacy Duty. It is levied on the whole value of the 
particular legacy, and is all paid before the legacy.is 
received. The rate varies as follows: *-
Brothers and sisters and their descendants 
UncleS and aunts and their descendants. 
Great uncles and aunts and their descendants • 
Strangers 

3 per cent. 
5 percent. 
6 per cent. 

10 per cent. 

No Legacy Duty is paid when the whole personal 
estate is under £300. 

3. The Succession Duty. Roughly speaking, this 
is Legacy Duty applied to real property passing by 
will, intestacy, or settlement; to leaseholds passing 
in like manner; and to personalty passing by settle
ment. The rate of payment before Mr. Goschen's 

.. Lineals formerly paid 1 per cent. Le~y Duty; but do 
not now pay it, as it is for them included m an increased Pro
bate Duty. 
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changes was the same as that for legacies; and'1 per 
. cent. for lineals. 

It will easily be seen from the above, and from ~~~~ 
what follows, that real property, as compared with f:;~ihl1Jl 
personal property, escapes with comparatively slight g;~h=ty 
taxation. duties. 

In the first place, it pays no Probate Duty, which 
all personalty, including leaseholds; has to pay. 

In the second place, the successor does not pay the . 
. duty at once, but by instalments, which a.re spread 
over four years, the first payment not being made till" 
twelve months after the death. 

In the third place, the value on which the per
centage is taken is not, as in the case of Probate and 
Legacy Duty, the whole capital value, but the value 
of a life interest in the net annual income, after de~ 
duction of incumbrances,caloulated ana capitalised 
according to certain tables. 

One reason by which these inequalities have been 
justified is that realty pays Income-tax on the gross 
and not on the net annual value; and another is that 
the landowner has to pay rates and outgoings; whilst 
personal property pays no rates. But .. both of these 
reasons, if true of the. country, are lesstrlie, if true at 
all, of towns. In towns the occupier,at any rate, 
where he is a leaseholder, generally pays both rates 
and outgoings. It is in towns, rather than in the 
country, as has been shown by Mr. Goschen's Reports, 
and by subsequent history,· that the burden of rates. 
forms a real ground of complaint. It is the urban 

* See page above. 
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occupier who, as owner of personalty, pays the Death 
Duties j and it is the urban occupier who also pays 
the rates. 

The urban occupier is often a leaseholder, and his 
case is then a peculiarly hard one. He pays the 
Probate Duty; he pays Succession Duty; he pays 
rates; and he pays outgoings; whilst his landlord 
pays none of these except the Succession Duty j and 
that duty, instead of being calculated on the full 
value of his interest, as is the case with the Probate 
Duty paid by the leaseholder, is calculated only on a 
fraction of it. 

These inequalities have been much complained ot 
Innumerable illustrations of them could be giYen, of 
which the following hypothetical case may be suffi
cient for the present purpose. It will be remembered 
that the examples given are supposed to be prior in 
date to Mr. Goschen's recent changes. 

Supposing three testators to be each worth 
£10,000 at their death j the first having his £10,000 
invested in freehold land producing £300 a year j 
the second having his £10,000 invested in a long 
leasehold producing £400 a year; and the third 
having his £10,000 invested in pure personal securi
ties j and suppose that these three testators leave 
these three properties of equal value to their three re
spectiv~ nephews-whom we will call Peter, Martin, 
and Jack, each nephew being forty years of age
the freehold land being left to Peter, the leasehold to 
Martin, and the pure personalty to Jack. Each 
nephew will thus receive a gift by will oflike amount, 
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and if equality were the rule, would be equally taxed. 
But will they, or would they, under the law as it 
stood before Mr. Goschen's changes, be taxed equally? 
On the contrary, they would pay Death Uuties as 
follows:-

Peter pays Succession Duty at 3 per 
cent. on the capitalised value of his life in
terest in £300 a year, which, as he is forty 
years of age, will, according to the tables, 
be under £4,500* ... £135 

And he pays this by instalments extending over 
more than four years. 

Martin pays Probate Duty of 3 per cent. 
on £10,000, and he pays this down at once £300 

Martin also pays Succession Duty at 
the rate of 3 per cent. on the capitalised 
value of his life interest in his leasehold, 
which, according to the tables, is about 
£6,OOot £180 
And he pays this by instalments extending 
over more than four years. 

Jack pays both Probate Duty of 3 per 
cent. and Legacy Duty of 3 per cent. on 
£10,000 £600 
And he pays this down at once . 

.As regards rates and outgoings, Peter will, if his 
freehold land is in a town, probably get the rates and 

• Exactly £4,462. See first table in Schedule 16 and 17 Vict., 
c.51. 

t Exactly £5,950. Ibid. 
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outgoings paid directly by his occupying tenant, 
whilst Martin, if he occupies his leasehold house, will 
pay both. 

Jack, ifhe lives in a town, will payno rates on the 
property left, but he will pay them, on any house or 
tenement he occupies. 

In the. above examples I have taken nephews 
rather than sons, because with nephews Legacy Duty 
and Probate Duty are still kept separate, whereas in 
the case of sons they are .united .. in an increas~d Pro
bate Duty. 

This being the case when Mr. Goschen began to 
meddle with the Death Duties, let us see how he has 
dealt with them. 

Mr. In the first place, he has taken one-half of the 
=:::n Probate Duty, and has distributed it among the local 
i!':.,P:~:"o:nd ratepayers in the same proportion in which they pre
~~~on viously enjoyed Exchequer ~ants. In the second 

place, he has added to the Succession Duty 1 per 
cent. for lineals and 11 per cent. for other persons. 

Hisrea.sons His reasons for this latter change are so curious and 
interesting that I give his own words :*~ 

.. The Committee is aware that there has always been a 
double controversy going on-two parallel and simultaneous 
grievances with regard to the burdens borne by realty and 
personalty respectively. The friends of the ratepayer have 
always complained that personal property did not contribute 
anything towards local taxation. But, on the other hand, 
there has been a grievance on the part of the friends of the 
Imperial taxpayer. They have said that landed property did 
not contribute its fair share. to Imperial taxation. Now, 

* Budget Speech of 1887, p.15. 
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what is perfectly obvious is that the two questions must be 
treated together. Both complaints quite possibly may have 
been true. It may be true, and I believe it was true, that 
personal property did not contribute its .fair share to local 
taxation-that it contributed scarcely anything. On the 
other hand, it is equally true that the Death Duties upon 
land are considerably smaller than those imposed upon per
sonal property. Now, the Committee will Dee how the situa
tion is varied by the proposal which I make. In future the 
Probate Duty on personal property for Imperial purposes 
will be only Ii per c.ent. instead of 3 per cent., but, of course, 
there will still be the Legacy Duty. The Succession Duty at 
the present moment for lineals is .1 per cent. Lineals are 
exempt from the Legacy Duty. 

"MR. GLADSTONE: On the life interest: 
.. MR. GoSCHEN : Lineals pay no Legacy Duty. The matter 

is extremely complicated; but I think I can satisfy my right 
hon. friend. The lineals, in the case of the Succession Duty, 
pay 1 per cent. 

" ME.. GLADSTONE: On the life interest only. 
"MR. GOSCHEN: Yes; there is that difference, I admit, 

but I am not proposing to deal with all the anomalies of the 
Death Duties. I cannot attempt that task,. as a whole, in the 
present Session. What I was pointing out is this: Perhaps 
I can best explain it by.going back to the proposal of my 
right hon. friend the member for Edinburgh (Mr. Childers) 
in 1885. He suggested that the Succession Duty should be 
raised from 1 per cent. to 3 per cent.' in the case of lineals. in . 
order to put it on a level with the Probate Duty, which was 
3 per cent. , and which W3Sall (lineals paying no Legacy Duty) 
that personal pl'operty paid when it passed to lineals. Here
after the Probate Duty will stand at Ii per cent. The amount 
of the Duty remaining for Imperial purposes, when I transfer 
Ii per cent. to the local authorities, will be Ii per cent. As 
far as Imperial finance is concerned, I cut away Ii per cent. 
from the Probate Duty. Therefore the differenc&-of which 
so much is constantly made-between the Succession Duty 
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and the Probate Duty (apart from the question of life interest) 
will be reduced from 3 percent. as against 1 per cent. to liper 
cent. as against 1 percent.; and in order that the grievanllemay 
be met, I propose that the Succession Duty shall be raised 
t per cent., after which the Succession Duty-that is to say, 
the Death Duty paid by land-will, in the case of lineals, be 
Ii per cent., just as the Probate Duty, which is the only 
Death Duty paid by lineals in respect of personalty, will be 
Ii per cent. I spoke of parallel grievances. What I propose 
is to remove one grievance, that of the local ratepayer, by 
handing him over a portion of the Imperial Death Duties. 
Half the Probate Duty is to be paid to the relief of local bur
dens. It disappears from the Imperial taxation, and then, 
by a slight increase in the Succession Duty, you will have 
equal rates on the two kinds of property for Imperial pur
poses. I effect this, in the case of lineals, who pay no Legacy 
Duty, by adding t per cent. to the Succession Duty, and in 
the case of collaterals, who do pay Legacy Duty, by adding It 
per cent. to the Succession Duty." 

Fa.1Ia.cies of If I understand this passage, it means that Mr. 
:~= rea.- Goschen thinks he has found a ledge or resting-place 

on which the long-pending controversy between land 
and personalty may be shelved. Let us see what 
are the assumptions he makes for this purpose. 

On the He assumes, in the first place, that the controversy 
::TI'J'!ion. about rates is a controversy between land on the one 
:~~'t':~ hand and personalty on the other. Let us for a 
te~~~en moment accept this assumption. In that case the 
~~'::o:tty. effect of his. change was to give to realty far more 

than was taken from it. Whilst nominally increasing 
the taxation on realty, the net effect of the change 
was to decrease it; for realty was to receive 
from the Imperial Exchequer, in round figures, 
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£2,000,000 a year in relief of rates, and 
in return was to pay an increased Succession 
Duty which, it may easily be shown, would not 
amount to much more than £200,000 a year. The 
whole of the Succession Duty, prior to 1888, may be 
taken at about £900,000 a year. According to Mr. 
Gladstone's calculations, about £600,000 of this was 
paid by realty, and about £300,000 by personalty 
included in settlements. Suppose that the Succes
sion Duty, when the full effect of Mr. Goschen's 
changes is felt, produces £1,200,000 a year. Then 
about £800,000 of this will be produced by realty, 
. and £400,000 by settled personalty-or, in other 
words, realty will, as above stated, eventually pay 
£200,000 a year more than it has done in the past. 
If, therefore. we assume, with Mr. Goschen, that the 
controversy is one between realty and personalty, it 
is clear that the half of the Probate Duty given in 
relief of rates. which on this assumption is given to 
realty, is not only much more than the new burden 
on realty, but is more than double any possible 
estimate of the whole amount of Succession Duty 
which realty is likely to contribute to the Imperial 
Exchequer. 

But I deny the assumption. According to Mr. :l~~on 
Goschen himself, as he has been careful to explain ~~~:?tive 
elsewhere, * the real controversy~pecially in towns, assumption. 

where the burden is heavies1;-,-is' not between lanll 
and personalty. but between the occupier, or tem-

• See Budget Speecn, of 1888, p. 13, and Local Ta:r.ation 
passim. 
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porary tenant' of capitalised real property, and the 
owner of that property. 

So far as the miw Probate Duty goes to relieve the 
owner, the relief does not help the occupier, but helps 
the owner, who already pays far too little. So far as 
it goes to relieve the. occupier who is himself the pro
prietor . of personalty, it is a payment out of one 
pocket into another. The transfer of the Probate 
Duty may be a relief to the country landowners. It 
is to a very small extent, if anY', a real relief' to the 
urban ratepayer, and leaves his real grievance un
touched. 

No doubt it would be well if capitalised personalty 
could be made in any reasonable w.ay to pay towards 
.the expenses oflocalas well as of central government. 
But as it cannot be localised this cannot be done j' 

and where it has been attempted, as in the United 
States, the attempt has failed egregiously.- Allthe 
more reason why it should pay, and pay heavily, to 
the Imperial Exchequer j but no reason why, if local 
resources can be found, it should be handed overby 
the Imp'erial Exchequer to local authorities. The 
objections to such a course I have already stated; t 
and, of course, so far as the Imperial Exchequer is 
concerned; the only. result of parling with it is to 
make a gap which, if filled up, must be filled up by 
other taxes, which will probably be taxes falling on in
dustryand consumption. 

t See T(tIl)ation in American States and Cities. By.R. 'F. 
Ely. Published by Crowell, New York. See also artIcle m 
Tinnes of November 14th, 1890. 
* See page 'above. 
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Secondly, Mr. Goschen appears to think that. be
cause he has thus localised the application of one~ 
half of a special Imperial fund, the Probate "Duty, 
and has added to the Succession Duty as much as 
makes the rate of Succession Duty equal to the rate of 
one-half the Probate Duty; he . has done away 
with the inequalities ofthe-j)eath Duties as between 
realty and personalty referred to above. For the 
reasons above given, I think the reasoning by which 
he claims to treat one-half the Probate Duty as a 
local rate, and to deal with the other half as the only 
portion 'Of the" Death-tax, on personalty which-has to 
be set against the Imperial Death-taX oncrealty, is 
altogether a fallacy. But even if it :Were .right and 
politic so to divide the duty, the division would 
produce DO equality Of taxation 9S between the suc
cessor to personalty and "the successor to realty. 
The one . would still be paying a great deal more than 
the other, and it is little consolation to him to be 
told that one-half of what he pays is to go to local 
rather than to Imperial purposes. 

Let us test Mr. Gosche~'s reasoning by the cas~ I ~~g~::. 
have given above. =~i':fb7 

Under Mr. Goschen's plan, Peter, the freeholder, 
will pay to the State 4i per cent. instead of 3 per 
cent. on £4,500-£202 instead of £135-and the 
period in which he has to pay is slightly altered and 
prolonged 

Martin, the leaseholder, will pay as before, £300 
down; and £130 by instalments, extending over the 
same periods over which Peter's payments extend. 
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Jack, the legatee of pure personalty, will pay £600 
down as before; but he will have the comfort of 
thinking that £150 out of his £600 will be paid 
into a fund out of which Peter, being a landowner, 
will probably get much more benefit in the shape of 
reduced rates than he does, whilst he will probably 
have to pay some other tax in order to recoup the 
Imperial Exchequer. 

Mr. Ooschen's plan is like much else that he has 
done-sufficient to. admit and emphasise the injus
tice he proposes to redress, whilst it does so little 
towards redressing it, and so much·to introduce new 
anomalies and confusions, that it cannot possibly be 
left where it is. 

One other important alteration is due to Mr. 
Ooschen's Budget of 1889, viz., the Estate Duty. 
This is a new and additional duty of 1 per cent. on 
personal estates of £10,000 and upwards in value, 
and on Successions to realty of like amount. The 
following were 14r. ·Ooschen's words in introducing 
it:-

.. The deficit now has reached the more manageable sum 
of £917,000. Bow is it to be met 1 There are not wanting 
people who will suggest a very easy expedient. One half
penny on the Income-tax would cover the whole amount, 
and such a course would produce no friction, no remon
strances, no agitation, no resistance. The Income-taxpayers 
are 80 accustomed to be made the victims of emergencies 
and of financial timidity on the part of Chancellors of the 
Exchequer, that they would only be grateful because it 
was not a penny that had been imposed, and th"y 
were only mulcted in a halfpenny. Inventive electioneerers 
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have alreadyannonnced that the shipbuilding proposals would 
involve a large increase in the Income-tax; but those who have 
listened to and followed the exposition of my views as regarda 
the Inco~e-tax will have felt that I consider myself abso
lutely precluded from taking this easy and tempting course. 
I am not prepared to propose additional taxation which will 
weigh to any extent upon the struggling professional or trad-. 
iug class, the men with incomes from £300 to £600 and £700 
a year, whose situation requires them to spend all, or nearly 
all, that they earn-the men who have no margin, or only a. 
very small margin, which they can lay by. I would look to
the surplus which can be put by, rather than to the resources. 
which cannot be diminished without imposing a sacrifice out. 
of proportion to the sacrifices made by other classes of the 
community. The Death Duties afford me the means of reach
ing accumulations such as I have described, and accordingly 
it is to the Death Duties that I tum, and I look to see 
whether on this field I can find some constitutional way of 
meeting the requirements of the National Exchequer. I will 
not impose an additional tax on those whose accumulations 
only just suftice to produce ,an income which, under the 
Income-tax Act, is considered so small as to deserve the 
application of reductions and exemptions. For, on the whole, 
I think it will be generally recognised that it is the men. 
whose fortunes are considerable who pay least in proportion 
to their ag~regate income and property. I propose, there
fore, to look to the estates which amount to £10,000 and up
wards, £10,000 representing an income of about £300 or £40() 
a year, and not more. What I propose is to levy an additional 
tax of 1 per cent. on all estates of more than £10,000, whether 
they consist of realty or personalty, and to do this by means 
of a separate duty, partly because I do not wish to mix it up 
with the Probate Duty, and partly because it is not desirable 
that the inequalities which attach to the existing Death 
Duties, and which cau be justified in them, should extend to 
the new tax. In the existing Death Duties real property, 
even when it passes absolntely, is always charged on the life 

K 



FINANCE OF 1887-1890. 

interest. The new duty will be charged similarly on both 
realty and personalty-that is to say, on the capital value 
when the property passes absolutely, and in ~he case of 
realty or personalty passing for limited interests under settle
ment, on the interest actua.lly taken by a successor. I 
estimate that the yield of this new duty will be on a full 
year £1,000,000, but that in the present year it will produce 
£800,000." * . 

Admits This proposal is of extreme importance, because it 
principieof· d I . fr h· h h· . f: gra.duated IS a ec aration om very Ig aut onty ill avour 
taxation on f· . lis d db· . h capitaJised 0 taxillg capIta e property, an ecause It IS t e 
property. most decided step yet taken in favour of gra.duating 

that taxation, so as to make the percentage greater 
the greater the value of the property. For these pur
poses, the tax as passed is valuable as a precedent, 
and if it had been passed as proposed it would have 
been still more valuable. As it is, it has merely 
created new anomalies and increased existing injus
tices. 

B~t is.. In the first place, this new tax is charged and 
UllJUst m .ts • • 
application. leVied at once, like the Probate Duty, upon the 

whole value of the aggregate personal estate if of the 
value of £10,000 or upwards; but in the case of land 
it is charged only upon any particular gift or other 
succession amounting to £10,000 or upwards. If a 
testator distributes £10,000 in personalty amongst 
legatees, the whole of it must pay the Estate Duty. 
If he distributes ten times that amount in land 
amongst devisees, no devisee will pay Estate Duty, 
unless the particular estate devised to him is valued 

* Budget Speech of 1889, p. 17. 
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according to the low and artificial valuation of the 
Succession Duty Act, at £10,000 or upwards. 

In the second place, the value of the land is not, 
as in the case of personalty, the present estimated 
market value, but a value calculated artificially upon 
the present actual net rental treated as a terminable 
annuity which is not in any case to exceed ninety-: 
five years. 

In the third place, the Duty on personalty is to be 
paid at once-that on land by instalments, as in the 
case of Succession Duty. 

Applying this to the illustration given above, the IDustratioJ>. 

incidences of the new Estate Duty on Peter, Martin, 
and Jack would be as follows:-

Peter will pay nothing, because his net ren.tal of 
£300 a year would not, when capitalised according 
to the statutory rules, amount to £10,000. Martin 
and Jack will each pay, in addition to what they now 
pay, 1 per cent .. on £10,000, or, in other words, each 
will pay an additional £100 ; and they win pay this 
down at once. 

The gross injustice of the old Death Duties is thus Thechanges 

I d b h· h made by Mr. very great y aggravate y t e recent c anges; new Goschen 

anomalies are introduced; together with an amount ;:;:;'d~ 
f f · h· h k hi· mgullustlOe o con USlon w lC mil. es t e system a most umn- .. !t,1 confu-

.telligible. .\Ou. 

There are two good points in Mr. Goschen's 
changes. 

In the first place, his intentions, rather than his 
performances, have called fresh attention to the injus
tice of the present Death Duties, and have opened a 

K2 
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door which will not e3.siJ.y be shut. In the second 
place, he has left the whole subject, which was con
fused enough when he took it in hand, in a state of 
muddle in which it is impossible to leave it. These 
duties, which form so important a part of our taxa
tion, are now in such a state of complication as to 
make it very difficult even for an expert to under
stand them. They differ according to the degrees of 
relationship. They differ according to the nature of 
the property-realty, leasehold, settled personalty, 
unsettled personalty. They differ according to the 
amount of the property. They differ according to the 
different methods of valuation applied to different 
sorts of property. Each of these differences is com
pound in itself, and when the differences are com
pounded with one another they form a mass of com
plexity and confusion which was a disgrace to our 
finance before Mr. Goschen meddled with these duties, 
and which his action has made much worse. 

A good idea of the variety and complexity of these 
duties may be obtained from a useful publication by 
Mr. E. Harris, of Somerset House (Clowes and Sons), 
in which he has cast the different categories under 
which the Death Duties fall into a tabular form. 
How many they are, when all are numbered, it beats 
me to say-but certainly some hundreds. 

To attempt in such an article as this to grapple 
adequately with this great subject, and to say fully and 
precisely what should be done in the matter of the 
Death Duties, is beyond my scope. There are, how
ever, some points of principle towards which Liberals 
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should steadily set their faces as objects to be 
achieved:-

1. Capitalised property, whether real or personal, 
should be made to bear a larger share of the 
national, and, where possible, of local, burdens 
than it now bcars. 

2. Capitalised realty should be made to bear as 
heavy a share of these burdens in proportion 
to its value as capitalised personalty. 

3. Freeholds and leaseholds should be treated 
alike. 

4. The burdens on capitalised property, real or 
personal, should be graduated so that the 
larger properties shall bear a larger pro
portion of taxation. 

5. In order to carry these reforms into effect, real 
and personal property should on death be 
placed in the hands of one single adminis
trator, with power to charge the whole estate, 
or any part of it, with the requisite taxation. 

There are two preliminary questions of principle <!ther 1ues. 
which any reforming Minister will have to encounter :::Cigle 
before determining by what methods to attempt ~d~~. e· 

these objects, viz.:-
1. Whether to maintain the existing .distinctions 

founded on nearer or more distant relationship to the 
testator or ancestor? This is largely a question of 
popular feeling. 

2. Whether to assimilate the present mode of 
charging personalty, viz., by an immediate payment; 
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to the present mode of charging realty, viz., by in
stalments; or whether to assimilate the mode of 
charging realty to that of charging personalty by 
making both payable at once? The latter, though 
better and more convenient in a public point of view, 
is open to the objection that it makes a sale of, or 
charge on, the land necessary. 

Besides these questions of principle, there is the 
further question how far the existing duties can be 
reduced in number, simplified, and rendered intel
ligible. Their present variety and complexity is an 
evil only less than their injustice. 

The above suggestions with respect to the Death 
Duties are independent of their relations to local 
finance. What these relations should be is more 
fully considered below. But here it may be well to 
anticipate the two principal of these suggestions, 
VlZ.!-

1. That the Probate Duties should be restored to 
the National Exchequer. 

2. That local rates should be reinforced by a 
municipal Death Duty on local realty. 

SUGGESTIONS AS TO THE FuTURE OF LOCAL 

FINANCE. 

Summary of Returning from this digression on the Death 
~~'t Duties, and looking to what has been done by the 
comings. present Government in the matter of local finance, 

and its relations to Imperial finance, we come to the 
following conclusions. The distinction between Im-
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perial and local finance, instead of being sharply 
drawn, has been made more uncertain and obscure 
than ever, and room has been made for still further 
confusion. Subsidies out of the Imperial Exchequer, . 
condemned by every sound financier, have been in
creased and extended; the real grievance of .the 
rates, as pointed out by Mr. Goschen, viz., the in
creased burden of new urban rates, has been neglected; 
Exchequer grants to country districts have been ex
tended; Imperial subsidies have been given on the 
footing of the old Exchequer grants,a distribution 
condemned by Mr. Goschen himself, even as lately 
as 1888,* as most unjust; not a finger has been 
raised to remedy the grievance pointed out by Mr. 
Goschen in 1870, viz., the incidence of rates, and 
especially of urban rates, as between owner and 
occupier; and even in the case of the Death Duties 
the tendency on the whole has been to aggravate the 
existing injustice. 

A grea.t opportunity.has been missed; and new 
difficulties have been placed in the way of future 
reformers; for every local subsidy once given is 
difficult to recall. It not only becomes a kind of 
vested interest, which it needs an heroic effort to 
reform, but forms a precedent for further misapplica
tions of public money, as Mr. Goschen has himself 
found in the matter of the Exchequer grant~ Still, 
notwithstanding these difficulties, I believe that 
there is sufficient public virtue and public interest 
in the country to support a real, thorough, and sub-

• Budget Speech, p. 16. 
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stantial reform of the relations between Imperial and 
local taxation j and that the grievances left unre
dressed are so deeply felt that any Chancellor of the 
Exchequer who is bold enough to attempt to redress 
them will receive. efficient support. Those who 
have anything to do with the public business of our 
large towns know how bitter is the feeling on the 
subject of the incidence of urban rates; how much 
this fe~ling interferes with the physical and social 
improvements on which we have all set our hearts; 
and how dangerous this feeling may become to the 
ownership of land. Weare not far from an Irish 
land question in London. A bold and patriotic 
statesman may well take advantage of this feeling to 
put local and Imperial finance on a sound footing. 

What, then, are the measures to be taken for that 
purpose? In this we shall find· that we have to be 
grateful to Mr. Goschen for many valuable hints. 

I. RESTORATION OF PROBATE AND ALCOHOL 

DUTY. 

Restoration Iu the first place, I would suggest, for reasons 
of Probate 
Duty. which have been fully stated above, that the half of 

• the Probate Duty now given to local authorities 
should be withdrawn from them j and that the whole 
of the Death Duties on pure personalty should be 
treated as what they really are-viz.; taxes which 
have nothing local in theil' character, which must be 
collected by Imperial officers, and which naturally 
form part of Imperial and not of local revenues. 
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This would involve a withdrawal from local funds of 
about £2,000,000 a year.* 

In addition,there is the £1,000,000 to be derived, ~~ti~ 
under the Act of 1890, from the new taxes on ImperiaJ. 

1 h li I,' Th' ., I I . I Exchequer. a co 0 c Iquors. IS, agaIn, IS a pure y mpena 
tax on general consumption, and has nothing of a 
local character about it. If it should hereafter be 
determined, in the interests of temperance, to intro
duce a system of high Licence Duties, it will have to 
be considered whether the present Duty should con
tinue. - By a system of high Licence Duties, I mean 
a system which discourages the sale by retail of 
alcoholic-liquors by very heavy duties. Such a system 
is said by its advocattls to have been successful in 
some parts of the United States. These duties are 
there treated as matters of local finance and local 
legislation, differing in different places; and there 
-seems to be no reason why they should not be so 
treated in England But- if 110 such system is intro
duced, and the duties on alcohol continue as they 
now stand, the whole of them ought clearly to belong 
to the Imperial Exchequer. 

How, then,is this sum of £3,000,000 to be recouped 
to the present local ratepayers? for I assume that in 
some form or other their demands, not only to this 
amount, but to a much larger amount, must be 
satisfied. 

* In these and the following figures I am dealing only with 
England and Wales, unless otherwise specially mentioned. 
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2. TRANSFER OF INHABITED HOUSE DUTY. 

Tra.nsfer of In the first place, there is the Inhabited House 
W'::!i\';~ty Duty, with respect to which Mr. Goschen's Rating and 
~t=ties. House Tax Bill of 1871 contained a clause to the 

following effect :-" From a date to be fixed by an 
Order in Council, the House Tax in England shall 
cease to be payable to the Crown; but shall be levied 
by, arid payable to, the parochial board in each 
parish, to be applied by them in the reduction of the 
consolida.ed rates." Why should not a transfer of 
this tax to Local Authorities be carried into effect 
now? There would be, as mentioned above, peculiar 
propriety in such a transfer, because the House Tax 
is essentially a local tax; it is assessed by the same 
machinery which assesses the local rates; it can 
with great ease be collected by the same machinery ; 
and there is special fairness in the appropriation of 
this tax, as collected in each locality, to the wants of 
that locality; since it is upon house property that 
the present rates fall most heavily; it is where there 
are Plost houses that the House Tax is most produc
tive; and it is where the burden of rates increases 
that the House Tax increases. 

The House Tax for Great Britain produces now 
about £2,100,000, and the recent changes are 
estimated to reduce it by almost one-quarter. * This, 
allowing for natural increase, will give about 

* See Thirty.second Report of Inland Revenue Commis· 
sioners, p. 28; and Budget Speech of 1890. 
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£1,500,000 as its future produce in England and 
Wales, which may be appropriated in recoupment of 
half of the £3,000,000 withdrawn. 

CHARGE OF A PORTION OF RATES ON RENT. 

The next and the most important source out of which ::.~ ~ be 

to relieve the struggling rlj.tepayer is, as Mr. Goschen ~~:tged on 

pointed out in 1870, land and rent, which at present . 
escape direct payment of rates, and which also escape 
to a large and very unjust extent the payment of 
Death Duties. The broad ground which justifies a 
change in this direction is that there is here a large 
fund of property which, in towns at any rate, is 
rapidly increasing in value;· which owes its value in 
a very small degree to the efforts of its owners, and 
in a very large degree to the industry of those who. 
live upon the property; which is greatly benefited 
by the expenditure of local rates; which contributes 
directly nothing, and indirectly much less than it 
ought to do, towards the payment of those rates; and 
which contributes far less than it ought to do to the 
Imperial Exchequer. This is the most obvious fund 
out of which to help the groaning occupier. And 
the more the subject is considered, the more clearly 
will it be seen that in these broad grounds is to be 
found the best basis and guide for framing a practical 
measure of reform, as well as a firm standpoint for 
general opinion and for popular teaching. The con
fiscation of the unearned increment, the nationalisa
tion or municipalisation of land, or Mr. George's 
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single tax, may be absurdities, injustices, and impos
sibilities; but they are scarcely more unjust than a 
state of things in which land, and especially urban 
land, is· exceptionally relieved from taxation. It 
should be remembered, as an illustration of the 
influence' of land ownership in the country, that it is 
ouly a few years ago that land in the hands of an 
heir or devisee was first made subject to the payment 
of ordinary debts. When this has been the actual 
state of things, it is not surprising that wild doctrines 
on the subject of land ownership should obtain favour 
with the people. 

V&rionspro- To carry this reform into effect, we have a variety 
~=t~ of proposals. We have Mr. Goschen's proposal of 
object. 1870, to allow the occupier to deduct half the rates 

from his rent·; we have the proposals, vague enough 
for the most part, to charge rates upon capital or 
ground values; we have an ingenious proposal by 
Mr. JIr:loulton, to separate the value of the land from 
that of the house which is built upon it, to charge 
them with separate rates, and to enable .the occupier 
to deduct so much of the rate as is appropriated to 
the land from his rent. We have a proposal em
bodied in a Bill now before Parliament,- founded on 
the principle that, since permanent improvements 
add to the permanent value of the land, a distinction 
should be made between the capital devoted to such 
improvements and the interesG upon that capital; 
and that, whilst the occupier should continue to pay 
the interest, the capital should be charged wholly on 

* Metropoliq Ra.ting Amendment Bill. 
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the freehold reversioner. These different proposals 
have been discussed at great length in the several 
documep.ts mentioned below,· and I cannot pretend 
to do more here than give the general conclusions 
which occUr to me concerning them, with some of 
the principal considerations which justify those con-· 
clusions. 

To any proposal to charge rates on owners, the Thb.eort~tical 
o ~ec IOn. 

objection is sometimes made that the incidence of 
rates is determined by economical causes, and that 
the operation of these causes cannot be altered by 
legislation. When analysed, this objection resolves 
itself into two different, and, indeed, inconsistent 
positions. The one is to the effect that all rates 
and similar burdens ultimately fall upon rent ; that 
there is, therefore, really no injustice in· a system 
which throws them in the first instance on the occu
pier; and that tbere would he no advantage to the 
occupier in a change of incidence which would be 
merely nominal. The other is to the effect that the 
landowner cl\on always exact from the occupier the 
extreme amount which the occupier will pay; and· 
that, therefore, if the occupier is relieved from rates, 
the owner will take out the difference in increased 
rent, and the occupier will not benefit by the change . 

• Locai Tazatim& of Rents of London, by Lord Hobhouse. 
Spottiswoode, 1889. Report of Land Valuation Committee of 
London County Council. June, 1889. The Taxatim& of 
Gr(nmd Values, by J. Fletcher Moulton, Q.C. Page and 
Pratt, 1889. Report of Local Government Committee of County 
Council on Mr. Monta.gu's Bill, adopted by the Council, May 
21st, 1889. Evidence given to the Town Holdings Committee; 
Session of 1890. 
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Which of these two theories is the true one, we can
not stop to inquire. Whether the real incidence of 
rates is upon the occupier or upon the owner is one 
of the most perplexing questions in political economy, 
and it is probably not capable of any simple or uniform 
answer. The ultimate incidence of rates is certainly 
upon the owner in some cases, especially in agri
cultural districts; it is no less certainly upon the 
occupier in other cases, especially in towns. But 
though we may not be able to solve this problem, it 
is llot difficult to give practical answers to the above 
objection. _ 

If the burden of rates now falls on the owner, he 
t;s.;e.%j~_ will sustain no loss by a change which makes him 
tiODS. pay directly that which he now pays indirectly. 

On the contrary, he will be relieved from the in
vidious imputation of exceptional immunity from 
taxation. 

If, on the other hand, the occupier now pays more 
than he ought to pay, it is just that the law should 
relieve him. To the argument that it cannot do so, 
and that the landlord will always take out in rent 
what he is made to pay in rates, we may reply, that 
if this were true, the position of the landowner must 
inevitably be one of great odium, and even of danger; 
for a title to property which does not bear, and can
not be made to bear, its due share of public burdens 
is a very unsafe one. Even suppo~ing the argument 
to be well founded, it would be greatly to the ad
vantage and safety of the landowner t? be made to 
appear to pay. 
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There is, however, every reason to believe that the 
law can relieve the occupier. Taxes have a habit of 
sticking where they are imposed; and, as a matter of 
fact, our laws have been framed on the principle that 
it is possible to throw the burden of local taxation on 
the owner. Many of our old rates,e.g., the Sewer 
Rates, were known as landlord's' rates; whilst in 
recent times Sir R Peel's Income-tax has been 
imposed on owners, and they are expressly prevented 
from contracting themselves out of it. 

Relief to the occupier is a burning question, and 
will not wait for settlement until philosophers have 
determined to their satisfaction the question of the 
ultimate incidence of rates. In the meantime, the 
above considerations show that we may safely pro
ceed. to consider how to charge rates upon rent, with 
the confident hope that, by so doing, we shall not 
only meet a crying want, but render the title to land 
more stable. 

Putting aside this preliminary theoretical objection, 
the different proposals I have referred to are. beset by 
many difficulties, and in considering them there are 
several features in the case which it is important to 
bear in mind. 

First, the relation between the occupier who pays Numbe~ 
th t · d tb .. I and vanety e ra es an e . owner or owners IS not a SImp e of interests 

one, especially in London and other great town~. to be taxed. 

There is often lease behind lease, and the complete 
ownership is made up of a series of different interests, 
beginning with the actual occupier and ending with 
tbe freehold reversioner. This makes it necessary, 
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in providillg for the incidence of taxation, to spread it 
as fairly as possible over all the interests concerned. 
It is not only the ultimate freehold, but intermediate 
beneficial interests also, which ought to bear their 
fair share of the burden of local taxation. 

Here, however, there is one set of interests which 
raises a serious question-the interests, namely, of 
those who retain only a rent-charge without any 
reversion in the corpus of the property, or, which 
comes almost to the same thing, with a reversion so 
small as to be of little or no value. Fixed interests 
of tbiR description may be rendered more secure, but 
a.re not increased in value, by the expenditure of 
rates, and the argument drawn from such increase 
fails. On the other hand, if such' interests are not 
taxed, there will be a large and uncertain proportion 
of real property still remaining exempt from local 
taxation; and on this ground it will probably be 
desirable, at any rate in the case of future contracts, 
that such rents should, like other rents, be subject to 
deduction on account of rates. The case of such 
rents already reserved by existing contracts 
present!! much greater difficulties, and is further 
noticed below. 

Number Secondly, the taxes, the burden of which has to be 
:f!:'~:!r.. distributed, differ widely in their application, and in 
~~~ur. the way in which their expenditure benefits different 
~~~~n:3.. interests in the land; but they differ in this respect 

by varying degrees, so that it is impossible to say 
that one tax ought to fall on one particular interest, 
whilst another ought to fall on a different interest. 
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The effect of the expenditure of a Lighting or Paving 
Rate is comparatively transitory, and that of a rate 
for the purposes of main drainage, or of the Thames 
Embankment, is comparatively permanent. But the 
benefit· of neither of them is coincident with any 
particular interest of occupation, lease, or ownership. 
Moreover, besides such rates as these, there are a 
number of rates, e.g., poor rate, school rate, and police 
rate, which benefit all the successive interests in the 
land. This consideration seems to me to make it 
impossible to say, with the Bill above referred to, 
which bears Mr. Montagu's name, that certain special 
rates for permanent improvements ought to be 
charged on the freeholder, and certain others on the 
occupier. 

Thirdly, there exists at present in this country Di1Ii~ulJ!0f 
blish d fl· d .. altenn"."re-an esta e system 0 va uatIOn an ratmg, ~~~~m 

moderately well understood by the Assessment tion. 

Committees whose business it is to maki the valua-
tions. It is an assessment of annual value; it is 
avowedly based on rent; and has, in the actual rents 
obtained in the market, a certain basis and test. 
When it is suggested that rates shall be based on 
assessments of capital values, by taking the whole 
capital value of the land and houses, and then 
charging them according to a given rate of interest 
on this capital value, it is, no doubt, conceivable 
that such a system might be adopted. But it would 
be a complete subvel'l!ion of the system which now 
exists, and would need a very different machinery_ 
This objection appear~ to be fatal to many of the 

L 
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proposals which have been made for taxing capital 
values by means of annual rates.* 

Proposal to Fourthly, Ii. similar objection seems to be fatal to 
taxl&nd M M ul ,. . If' d . !'I'd build· r. 0 ton s mgemous p an 0 assessmg an taXing 
:f:J.~pa. the land and the buildings upon it separately. Some 

valuers say they can do it. But the only ultimate 
bases of a valuer's knowledge are actual market 
values, and as the land and the houses upon it are 
sold and let together, no such basis can exist for a 
separate valuation of the two things. Moreover, the 
question is not so much a question between the 
owner of the house and the owner of the land, as a 
question between the owner and occupier of both 
house and land 

Ta.xation of Fifthly, there is, nevertheless, a sound foundation 
l"ents not .. 
sufficient by for the contentIOn of the many persons who are 
it-"elf. dissatisfied with a mere taxation of rents such as 

was proposed by Mr. Goschen in 1870. Rent and 
capital value are two different things; and rent is 
often no test of capital value. In the case where a 
lease has been paid for by a premium; in the case 
of land which can be, but has not been, built on; 
in the case of an old lease in an improving quarter; 
in the case ofland in the neighbourhood of towns. 
and in all the pleasant residential parts of England; 
the actual rent, which 'is often a mere agricultural 
rent, bears no proportion to the real value; and if 
rent alone were taxed in proportion to its amount, 

* The experiment has been largely tried in the United States, 
and does not seem to have been successful. See Taxation in 
AlIul1'ican.States and Cities, by R..T. Ely. Crowell, New York. 
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there would be a large quantity of real property 
which would escape local taxatIon altogether. 

Sixthly and finally, there is the consideration that ~~::~r;.. 
we have to deal, not only with new contracts, but 
with existing contracts. As regards the latter, it is 
true, on the one hand, that many, if not most, exist-
ing leases contain stipulations that the occupier shall 
pay the rates; and it is also true, on the other, that 
we are certain, in the case of existing can tracts, that 
the incidence of new and unforeseen burdens falls on 
the occupier and not on the owner. This sixth and 
last consideration is one which raiies great difficul
ties-especially in cases where the interest behind 
the occupier consists of a fixed rent with little or no 
reversion, and where, consequently, such interest is 
not benefited by the expenditure of new rates. 

These different considerations appear to point to Conclusion 
. I.. from these some lmportant aonc uSlOns, VlZ. :- con.idem· 

First, that, as in dealing with Imperial taxation, tion •. 

the best financiers have found it necessary to deal 
with taxes on income apart from taxes on· capital; 
so, in dealing with local taxation, it will be necessary 
to keep rates on annual values or rent apart from 
taxes on capital or ground values. The one may be 
dealt with by deductions from rent, but the other 
must be dealt with by a separate and different tax. 

Secondly, that the burden of rates must be dealt 
with as a whole, and that it is impracticable to deal 
with one rate as an occupier's tax, and with a.nother 
rate as an owner's tax. 

Thirdly, that the only principle on which a scheme 
i:. 2 
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for taxing owners can be justified is the principle 
that at present certain important interests in land 
and hoW3es now escape local taxation, and that 
these interests ought to bear their fair share of the 
burden. 

Principles Looking, then, at rates as taxes on income, we 
to be &dopted in have to consider how a fair share of their burden can 
=itrlf.tes be diverted from the occupier to the owner. In 
on rent. d· h· ~ diM G h ' . omg t IS, we may loun ourse ves on r. osc en s 

Report of 1870, and the following are suggested as 
propositions which should govern the case :*-

In the case of Future Contracts. 

1. Some portion of the burden of the rates should 
be thrown on owners, as distinct from occu
piers. 

2. All owners, of whatever tenure, whether for years 
or for life, or in fee, should bear their due 
share. 

3. Each owner should be charged upon the present 
amount of annual benefit accruing to him 
from the property assessed. 

4. Each owner should pay part of the rate collected 
from the occupier, by means of a deduction 
from his rent, according to the method used 
in the case of Property Tax. 

5. Owners should contribute to the rates, not only 

• They are, in fact, propositions suggested by Lord Hobhouse, 
aud were given as such by me in evidence to the Town Holdings 
Committee. See Parliamentary Paper 341 of 1890. 
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ill respect of improvements, but of other 
purposes. 

6. Owners should pay, not different proportions of 
rates levied for different objects, but a fixed 
proportion of the whole. 

7. A fair proportion should be charged upon owners. 
8. Half is suggested as a fair proportion. 

IT. In the case of Existing Contracts. 

9. New taxes may be imposed without regard to 
private contracts. 

10. Contracts which contain no stipulations that the 
occupier shall pay rates need not be regarded. 

11. Further contracts by lessees to pay otherwise than 
as the law directs should be made void. 

12. Future increases of old rates may be treated as 
new taxes. 

13. Rates existing at the date of a contract should 
be left under the operation of the contract. 

14. Rates or increase of rates imposed after the date 
of the contract and before the change of law 
require special treatment. 

15. Some compromise is necessary, as suggested by 
the Committee of 1870, but it should be more 
speedy and wider in its operation. 

To these suggestions I would add that the case of 
quit rents or fixed rents with no reversion, or a 
reversion so small as to be of no value. held under 
existing contracts, requires special consideration. 
When such rents have been bought and sold as 
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investments returning a fixed income, there would be 
great and well founded objections. to any plan of 
making deductions from them in order to relieve 
persons who have acquired and hold the property 
which is subject to these rents.-

LOCAL TAXATION OF CAPITAL VALUES IN THE FORM 

OF DEATH DUTIES ON LAND. 

Lo"'!-lDeath Supposing the above or some similar plan to be 
:>e:I'::~res adopted for the local taxation of rents, we have still 
gene .. ally. in addition to provide for the locai taxation of capital 

or ground values. This is the more necessary, because 
what has been already suggested may not be sufficient 
in amount to give the requisite relief to the rate
paying occupier j and, in addition, there may be 
reasons, of which I am not aware, against handing 
over the Inhabited House Duty to the local authorities. 
Here, again, Mr. Goschen, by handing over the Pro
bate Duty, has pointed our attention to another 
source, viz., the Death Duties on real estates. These 
are distinctly local in character j they can be assessed 
and collected by local authorities, and they will 
probably, in each locality, bear a due proportion in 
amount to its population and wealth. It might even 
be possible, if desirable, to make them vary in 
different towns and districts with the local wants. 
The Succession Duty and Corporation Duty togetherf 

* See evidence of Mr. Munro and Mr. Heelis given to the 
Committee on Town Holdings, No. 341, 1890. 

t Thirty.second Report of Commissioners of Inland Revenue, 
p. 19. 
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produced in 1888-9 less than £1,000,000, but this is 
no test of what properly revised Death Duties on 
land would produce. I am quite unable to estimate 
the gross produce of such a tax; but as regards 
London it is possible to give figures which show that 
it might be such as would amply compensate for the 
present subsidies. 

From the Exchequer contribution, incl1,lding 
Licence and Probate Duties, London at present 
receives about £820,000 a year, one-half of which, 
speaking roughly, comes from licences and one-half Rough esti-

• mate ofpos-
from Probate,· and from the new duties on alcohol.iblepro-
it will probably r,eceive about £300,000 more, inc1ud- r:,':,'!:o~ 
ing the police grant. The £400,000 from licences, 
being a local tax, would remain, whilst London would 
lose its share of the Probate Duty and Alcohol Duty, 
say in all, £700,000. The rateable value of London 
is now £31,700,000. Let us assume it to be only 
£30,000,000, and to be worth twenty-five years' 
purchase. The capital value would be £750,000,000. 
According to the best information I can get, the 
average length of life of an owner of London property 
may be put at about twenty-five years; if so, the 
£750,000,000 will change ownership by death every 
twenty-five years, and there will fall to be taxed by 
Death Duties every year £30,000,000. Three per 
cent. on this would give £900,000. This is, of 
course, the roughest possible estimate, but it is 
sufficient to show that if the Death Duties on realty 
were entirely handed over to the local authorities, 

• Local Taxation Account, 226, 1890, pp. 6 and 7. 
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and were properly revised," there would pe an ample 
fund out of which" to recoup local authorities in 
London for their present subsidies. "Such a plan 
would have the following advantages :-

~~"cl.~es " First, it would restore the Probate Duty on pure 
tu. personalty, which is essentially a general tax, to the 

Imperial Exchequer, and it would make the Death 
Duty on land and houses, whether freehold or lease
hold, which is essentially a local tax, available in 
whole or in part for local purposes. 

Secondly, it would enable the Imperial authority 
and the local authority to co-operate, as they now 
do in the case of the rates and house duties, for the 
purpose of obtaining accurate re-assessments. 

Thirdly, if such a plan were known to be in contem
plation, it would enlist the great influence of the local 
authorities and the urban ratepayers on the side of 
a revision of the Death Duties on realty, an influence 
which is not to be despised by any Government which 
desires to deal with this subject. 

Fourthly, to those who believe, as I do, that 
graduated taxation on property is desirable, so that 
a larger percentage may be imposed on the larger 
estates, such a scheme would afford facilities for such 
graduation, which, for practical reasons, it is scarcely 
possible to apply to any system of taxes on incomes. 
It is scarcely necessary to add that in this direction, 
as well as in the direction of appropriating a part of 
the Death Duties to local purposes, Mr. Goschen has 
given us a lead by imposing his Estate Duty, which 
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is an extra 1 per 'cent. Death Duty on properties' of 
£10,000 or upwards in value. 

Fifthly, it would supplement the proposals for the 
reform of the incidence of local taxation, and would 
help to provide funds for the improvement of London 
and other towns without imposing intolerable burdens 
on the over-taxed occupier. 

It is needless to say that the details of any such 
scheme as I have suggested would require much 
consideration. They could not be properly worked 
out without official help; and they require much 
discussion and criticism before we can be sure that 
they are right in principle. It is with a view' to in: 
vite such discussion and criticism that I lay them 
before the public. ; I am quite :sure that much of 
what has been done in the last four years has been 
essentially wrong in principle; that the result must 
be mischief and confusion; and that a new departure 
will have to be made. I feel almost equally sure 
that if Mr. Goschen were able or willing to tell us all 
that is-or once was-in his own mind; all that he 
would have done if he had been unfettered by the pre- . 
sent condition of parties and politics, we should have 
had his support. For· myself, I can say with truth that 
there is scarcely any living statesman from whom I 
have learnt so much on these subjects; scarcely any 
one for whose industry, knowledge, and skill in 
matters offinance I have so great a respect. Even 
whilst criticising his acts I am not afraid of saying 
that my o~ course is largely due to his own sug
gestions. 
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CONFUSIONS AND ANOMALIES PRODUCED BY 

RECENT CHANGES. 

If it is shown that I have made some mistakes 
in facts or figures, I shall not be surprised. The 
difficulty of writing upon financial subjects is far 
greater than it would be if our public accounts 
were simple, uniform, and intelligible. As they 
now stand, it is often very difficult to be certain 
or accurate, and one who is not an expert may 
well be pardoned if he falls into occasional errors. 
For instance, there are three different modes of 
calculating the produce of a penny of Income-tax, 
each leading to slightly different results. Again, 
Mr. Childers' Return· gives, in column six, the 
aggregate sums paid out of the National Exchequer 
in each year in aid of Local Taxation; but it is im
possible to trace, analyse, or verify these sums, either 
in the annual Civil Service Estimates, the Local 
Government Returns, or any other public returns of 
which I am aware. Before Sir W. Harcourt's 
Return of last year,t there was no complete and 

Previonsly comprehensive account of the National Debt. Few 
~~~ies services could be rendered of' greater importance 
~!~ =~iy than a consolidation and simplification of our Finan
\:'yC: cial Statistics. But to do this is made more difficult 
cba.nges. as well as more necessary by the transactions of the 

last four years. The extraordinary and continued 

• Parliamentary Paper 294 of 1889. 
t Parliamentary Paper 343 of 1890. 
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discrepancies between the estimates of revenue and 
the actual receipts; the unanticipated surpluses; 
the doubts whether, if liabilities were taken into 
account, there would in this last year have really 
been any surplus at all; the anticipations of future 
revenue for the purpose of immediate expenditure; 
the confusion in military and naval expenditure be
tween moneys proVided under, statutes and moneys 
provided by annual vote; the confusion between 
Imperial and Local Finance caused by the appropria
tion to local purposes of parts of the Pro~ate Duty 
and of the Drink Duties; the new complications in
troduced into the ,Death Duties-all these are cir
cumstances rendering the national accounts much 
more confused and unintelligible than they were 
when Mr. Goschen took them in hand. 

In some of these cases, the measures adopted Anom&lies 

appear not only to lead to confusion, but to be at ~u.~tt 
. ·th din .. al . 'd tutional vanance WI or ary constItutIon practIce; an r.ractice, 

illustrate by the anomalies and obscurities they o~~t~ 
create the value of the principles which they infringe. :t'c~~'1!a.l 
For instance, the withdrawal by the National Defence 
Acts of certain items of expenditure from the annual 
estima.tes' would have concealed the actual military 
and naval expenditure of the presE'nt year if Mr. 
Lefevre's Return (200 of 1890) had not brought it 
to light. It appears, by Mr. Goschen's Budget 
speech, that a large part of tQis expenditure was 
actually incurred in 1889-9<),. that £1.500,000 
was transferred from the Exchequer balances to 
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the Naval Defence Fund in the same year,- and that 
it has to be restored to those balances. 

Again, the one-half of the Probate Duty appro-. 
priated to local purposes disappears altogether from 
the estimates and the finance accounts, except 
as a deduction, and its application can only be traced 
by referring to the Local Taxation Accounts. It is 
thus withdrawn from the control of Parliament, 
whilst the local bodies amongst whom it is distri
buted have in reality very little to say to its applica.
tion. The same thing is true of th!'l Drink Duties. 
Even the grant for the Metropolitan police, which is 
essentially an Imperial expense; is, except as to a 
small part of it, withdrawn from the Estimates, and 
from the controi of the House of Commons; and the 
Secretary of State, who has obtained unlimited power 
to rate the Metropolis for police pensions, is now en
trusted with the duty of spending both thEl Exche
quer contribution and the rates he levies on London 
witho).lt any control whatever, either by the House 
of Commons or the ratepayers. 
. Confusions, obscurities, and anomalies in finance 
are, in comparison with the larger questions of im
providence and injustice, ripples on the surface of 
the stream. But, they have the effect of concealing 
what lies below, and the object of every sound finan
cier must be to reduce them to So minimum. That 
they should, on the contrary, have been largely 
increased is a matter of serious regret. 

These are not solely or originally my own cri
* See Budget Speech, 1890, p. 704, and Return 378 of 1890. 
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ticisms. Others who have tried to unravel the 
mysteries of the recent accounts have felt the same 
difficulties. Indeed, my attention was called to this 
point by several articles in the Economist, one of 
the most intelligent of our financial critics,.and in 
general a supporter of the present Government. Of 
these I will quote one only. In an interesting article 
in the number of· October 4th, 1890, the writer, 
after making attempts to disentangle the published 
accounts of the national incomes, so as to show 
what part was Imperial and what part local, con
cludes as follows :-

"Not even by the most careful ·analysis is it possible to 
aacertain exactly what ·portion of the total receipts consti
tutes Imperial revenue, and which portion belongs to the' 
local authorities. And in passing it must be said that this is 
only one of the complications that Mr. Goschen has intro
d·uced into our system of account. What with special funds 
of one kind and another- defence funds, local finance funds, 
&c.-tlle a~counts have been so muddled up that we feel 
confident not one member of the House of Commons out of a 
hundred could, if called upon, say exactly how our finances 
stand. And where there is this ignorance, h9W can there be 
efficient financial control 7 Complete and easily intelligible 
accounts are the .ine qu a fUm, if we are to have efficient Par
liamentary supervision." 

Stronger words could scarcely be used. If know
ledge and subtlety lead to confusion, we should do 
better with a little common-sense. One is tempted 
to parody the epitaph written by some legal wag of 
my younger days on a very learned, able, and distin
guisbp.d judge, whose ingenious technicalities had 
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brought the law into a state of absurdity and injustice. 
"Qui summo acumine,.summ! doctrin!, summa dili
gentia, Fiscum 'Anglim in absurdum reduxit." 

CONCLUSION. 

Goschen's, Ministers do what they can, not what they wish, 
own verdIct h 
on himself. and the pat of every statesman must be strewed 

with unrealised ideals. But in the fierce competi
tion of our politicallifa Governments must bejudged 
by their actions, especially when they challenge our 
judgment upon them, This Mr. Goschen has done 
in the most explicit way. In 1889 he ended his 
Budget speech with the following words :-

" Allow me to present a balance-sheet of my deeds and 
misdeeds,' assuming that the House is pleased to assent to 
the measures which I have proposed to-night. I will take my 
misdeeds first. I have diminished the Sinking Fund by 
£I,500,OOO-originally by £2,000,000, but I replace £500,000. 
I have increased the Death Duties on fortunes above £10,000 
by 1 per cent. I have added to the Succession Duty the equi
valent of what remains of the Probate Duty as an Imperial 
tax. I have imposed a duty of some £150,000 on sparkling 
wines. I have put £300,000 on beer. I have increased the 
Stamp Duties by about £500,000. I have caught in the net 
of Transfer Duties some foreign securities which before were 
exempt. These are my misdeeds. On the other hand, I have 
reduced the TobaccQ Duty by £600,000. I have reduced the 
Income-tax by £4,000,000. I have given £2,500,000 in 
relief of local taxation. I have provided £2,000,000 extra 
for national defence. I have converted upwards of 
£500,000,000 of ConsoIs, securing an annual saving in interest 
of £1,400.000 at once, and £2,800,000 by-and-bye; and I have 
been able to pay oft'more debt during my two financial years 
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than haa ever been paid off before in the same time, save on 
one occasion. Surely, the .scale of these operations is no 
petty scale. I have been favoured by fortune in some respects. 
I cl&im no exclusive merit. for what I bavti been able to per
form, but whatever may be said of my stewardship, I do not 
think the charge can fairly be brought against me that I have 
not dealt in a broad spirit with the national finances, or that, 
in the two years during which it has been my fortune to pre
side at the Exchequer, I have not carried out some measures 
which will redound to the lasting benefit ofthe country." 

This balance-sheet invitesch-iticism. When Wamba, 
in Ivanhoe, told the Black Knight that it was the 
habit of Robin Hood and his outlaws to make up a 
ba.lance account with Heaven by setting one deed 
against another, e.g.," a crown given to a begging 
friar with 100 bezants taken from a fat abbot, or 
a wench kissed in the greenwood with the relief of a 
poor widow," the Black Knight interrupted him by 
the question: "Which of these was. the good deed 
and which was the felony?" . Mr. Goschen's own 
balance of his own doings and misdoings tempts us to 
make a similar interruption. Is it a bad deed to 
tax wealth and luxury? Is it a good deed to reduce 
the Sinking Fund in order to remit taxation, or to 
payoff debt by miscalculating revenue? 

We need not, however, adopt Mr. Goschen's standard 
of deeds and misdeeds, nor need we now confine our
selves to what had been done in 1889. We can look at 
things from a different point of view. We can take 
a wider survey, and cast up a longer account. In 
doing this, I might parody Mr. Goschen by using the 
first person singular, and putting my statement of 
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the balance-sheet into his own mouth. But were I 
to do so, I should be doing him a great injustice. 
What Mr. Goschen has done or left undone is the 
work of tho~e with and-for whom he is acting, as well 
as his own. That he should be acting with them, 
and that he should in so acting be the "lost Liberal 
leader" of 1870, is one of our deep regrets. 'Putting 
my conclusions, therefore, in the first person plural, 
and imagining the Ministers col~ctively, together with 
their Liberal Unionist supporters, to be casting up 
such an account as Mr. Goschen attempted to cast' 
up in 1889, the summary of their finance which I 
would put into their mou~hs,is as follows. It may 
'be taken, according to the opinions of those who read 
it, either as a self-glorification or as a confession. 

" We have enjoyed unequalled financial opportuni
ties j we have been served by financial ability of the 
highest order. We have had five years.of peace and 
plenty; and, unexpected surpluses have been forced 
upon us by the prosperity of the country. We claim 
credit fora successful 'conversion of the Debt j for a 
satisfactory settlement of the Local Loans Account; 
for a careful and economical administration of the 
Civil Service; for a .reduction of 'the Income-tax, of 
the tax on small houses, and of the taxes on tobacco, 
tea, currants, and silver plate; for a reduction of 
(:lolonial postage j for the increase and improvement 
of the Stamp Duties, and the imposition of new 
taxes on Joint Stock speculation, on alcoholic drinks, . 
and on expensive .wines; for the admission (by a 
reform so trivial as to make it little more than an 
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admission) that the Death Duties on .personalty and 
realty require to be equaliBed'; for the admission that 
Death Duties may be made ~viJ.ilable to assist Joc~l 
taxation; and for the further admission, in the case . .: " 
of the IMab~ted' House Duty, and of the Estate 
Duty, of tbe principle oJ;. graduated taxation. On 
the other hand, we have-not' found time for our 
Chancellor of the Exchequer.to reform the coinage
for which he, above QlI statesmen, is competent. We 
have made popular Budgets by infringing the princi
ple of the new Sinking Fund, and by robbing it of. 
£3,000,000 a year, and hl\ove thus set a fatal example 
to our successors; we have, in time of profound peace, 
spent. upon Army and Navy· out of revenue more 
than was ever spent in peace before., and we have, in 
addition, thrown a heavy burden for the same objects 
on future ;years; we have withdrawn annual expen
diture ftom the. control of the House of Commons; 
we have tampered with protection on wine and sugar ; 
we have imposed taxes without knowing how they 
would be applied; we have added to the complica
tions of the Death Duties, and have greatly increased 
their injustice; we ha'Ve extended and perpetuated 
the Vicious system of subsidies to local authorities; we 
have made them more dangerous to the national 
Exchequer; we have increased the injustice of their 
distribution; we have inten~ified their injurious 
effect on self-government; and, in doing this, we 
have used these subsidies as a bribe to protect the 
landowner, and especially th~ urban landowner, 
against the just claims of the local ratepayer. 

M 
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"Some good things we have done, some useful 
hints we have given. As regards the larger aspects 
of the great questions of debt and taxation, the 
result of our acts and omissions has been a sacrifice 
of the future to the present; of local independence 
to local bribes; of justice 'in distributing public 
burdens to powerful party pressure; of patriotism to 
popularity." 
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