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COMMITTEE ON NATIONAL DEBT AND TAXATION. 

MINUTES OF APPOINTMENT. 

T1'ea&1M'1J Minute dated 20th March, 1924 . 
• 

The Chancellor of the Exchequer states to the Board that he 
proposes to appoint a. Committee to consider and report on the 
National Debt and on the incidence of existing taxation, with 
specia.l reference to their effect on trade, industry, employment 
and national credit. 

The Chancellor further proposes that the Committee should 
be constituted as follows;-

The Rt. Hon. LoRD COLWYN, Chairman; 
Sir CHARLES ADDIS, K.C.M.G.; 
Sir ALAN G. ANDERSON, KB.E.; 
Sir ARTHUR BALFOUR,K.B.E. ; 
Mr. HENRY BELL; 
Mr. J. W. BowEN; 
Mr. FlIBD BRAMLEY; 
Mr. W. L. HIcHBNs; 
Mr, J. A. HOBSON; 
Mr. H. B. LEEs· SMITE! ; 
Sir WILLIAM MoLINTOCK, KB.E., C.V.O.; 
Sir JOSIAH STAMP, KB.E.; 
Mrs. BARBARA WOOTTON; 

with Mr. G. R. HAMILTON of the Inland Revenue Department 
as Secretary and Mr. G. ISMAY of the Treasury as ABBistant 
Secretary. 

My Lords concur. 

Trell8UT1/ Minute dated 14th Apfil, 1924. 

The Chancellor of the Exchequer states to the Board that 
he proposes to appoint ProfeBBOr Fted Hall to be a member 
of the Committee on National Debt and Taxation in place of 
Mr. J. A. Hobson who has resigned 011 accoun~ of other 
engagements. 

)1", Lords concur. 
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on Capital supply, 614-34, 644, 647. . 
Comparison with effects of income and 8uper-tas, 513, 6l1~, 

642, 644, 646-7. • , 
on Enterprise, 613, 621-84, 647, 695. 
on S .. ving, 613-20, 526-84, 647. 

Equity of: 415-95. 
Chang.. in ocale of duty, 469. . 
Fluctuations ill aecurity values, 486-8. 
Indelinita variation in history of eatstes, 485. 
from Successor's point of view, 490-4. 
Value of capital ba.si., 476-9. , 
Varying frequency of deatha, 481-4. 

Ex,mption .of beneficial ownere of Government loana not 
- ordinarily reoident in the United Kingdom, 115-8, 178-9. 

Incidenoe, 452.00. 
Inclusion of 8Ums received frOm life insurance in .. alue of 

eatste,496-7, 1021. 
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Death Dutie......,ont. 
Estate duty-.. nt. .. 

on Private businesses, 499-504, 524, 527. 
&w: . 

on Large estetet, dangerously high, 49B. 
on Larg .. t estatet, moderation might be desirable, 1023. 
Poet-war, 464-70. 

Inheritanoe tax: . 
Argumente in favour of prinoiple, 490-4. 
View on lu·batitution for Eatew Duty, 1023. 
Views on ""tension of principle, 1024-7. 

Legacy and Suooe .. ion duti .. : 
Development of, 1025-7. 
Graduation, 635, 637. 
Inoidence of, 461, 636. 
N atuN of and baaia, 536-6, 539-40, 548. 
Yield of, 1924-25, 536. 

Merits and demeritl, diversity of opinion "', 462. 
Rignano acheme: 

Comparison with Dr. Dalton'. scheme of terminable aliuuitiea,. 
930. "I 

Effecte on savings, 927. 
Examination of, and oonclusion, 921-8. 
Inequities of, 925-6. 
Practioability questioD, 924. 

Tendering of .ecuriti .. in payment, ISO, 181, 210, 212. 
Terminable annuitiea ICheme, examination of, 929-84:. 
Total Det reoeipte, 1913-14 to 1925-26. 218. 

Dlrtot Taxation: . 
Ie. abo Death Duties, lnoome Tu, etc-. 
Advantage. aDd diaedvantagel oompared with indirect tu:at.ion. 
~, 688. 

Burdon, 581-8, 702. 
Elfeota·: 

on Pri .... 702. 
Paychological. 702. 
on Saring. 702. 

per Head (1913-14. 1914-16 and 192G-21 to 1926-26), 219. 
Progressive nature of, 68&-6, . 
Proportion to indireo\ tuation: 

(1913-14. 1914-16 and 19l!().21 to 1926-26), 219. 
Fixed proportion, question of, 693. 

Total burden of, on epeoimen incom.. (1903-4, 1913-14, 1915-19, 
1~, 1926-26). ll55. 

Ent ..... rI .. : 
Elfeot OD: 

of Capital Levy. 828-31, 869. 874. 
of Eatalot duty. 518. 621-84. 547. 695. 
of Income aDd IUper-tu, 348-S), 403-4, U6-M, 44S-Sl. 694-5. 
of Tu.tion ........ alQ>. 979. 

Ent ... talnmenh Duty: 
••• also Cuotoma and Ezoioe dut.i ... 
BurdoD of. ou _i_ ~ (191S-19. 1923-24. 1926-26).·ll53 "". 

ifiS. • -, 
Effecta p;eneraib. 858. 
&teo. 6S5-6. 
R ..... "" from (1916-17 '" 1926-26), 657. 
Total De' reoaipto IIDd duty per head (l9ll3-S4. 1924-l1S,I9!$.lI6). Ii9I. 

Estata Duty, 
S.. -..... Death Doti .. 
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Ex .... Profit. Duty: 
Total net receipts, 1918-14 to 1925-26, 218. 

Expenditur., National: 
neath duties and, 641..4 . 

. on Debt ...... ice, ,.. ....dar National Debt.. 
on Defence, 282. 
Due proportion of, must be devoted to capital and productive 

purp068S, 544. 
Economy, value of debt.charge ao incentive, 861. 
Effect. of, and extant of burden, 280-7, 684. 
New, in relation to sinking fund policy J 1002. 
on P.ensiODS, 280-1-
Proportion of various kinde of, to national inooDIAI (1818, 1918, 1928), 

676-8. 
Social, 288-5. 

Export Trad.: 
Decline -in· reserves, ol~3, 402. 
Depression, general causes, 402, 702. 
Effect of inoome tax, 402. 

Floating debt: 
••• "nder National Debt. 

Forced loan: 
Comparison with capital levy, 895. 
Examination of a scheme, 87s..92. 
Views 00, 893-4. 

Foreign investment in England: 
Effect of income tax OD, 391. 

Gill-edged .e.uritie.: 
lee under Securities. 

Income Tax and Super Tax: 
Burden of, on specimen incomes (1900-4, 1918-14, 1918-19, 1928-24, 

1926-26) 224-8, 265. 
Composition for future liability, 8XfdDination of IChemea, and 

objections to, 906-11. 
Double, effects of, 407, 408, 436, 448. 
Earned income relief, 356-1, 362, 1014-5. 
Effects of: 

on Capital supply, 88Q.91, 444, 447, 448. 
OD Company reaervea, 392-402. 
Comparison of .ffacta of estate duty with, 513, 517-&, 542, 644, 

546-1. 
OD Enterpriae, 343-50, 403-4, 416-34, 440-51, 894-5. 
on Export trade, 402. . 
on Foreign investment in Englaod, 391. 
on Formation of companies, 404. 
U Physical U and U Psychological ", 326. 
Prevention of residence in the United Kingdom, 4111, 408. 
OD Price level, 438. 
OB Prh'ate buainesa, 416-36, U8.. 
Redistribution of saveable income. 380. 
lteeidence abroad, 342, 405-6, 436-8. 
on Saving, 365-17, 88Q.9, 416-28, 420-32, 440-4, 1015. 
on Standard of living, 44, 351-64, 439. 
GB Work and anllerprioe 01 employee and pn>f_icmal man, 

343-50. 
E1aaticity of, 1012. 
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Inoome Tax and Super Tax-cont. . 
Equity. compariBon with oapital levy. 872. 
Exemption of benellci&! owners of Government 10anB net ordinari~ 

resident in the United Kingdom. 111, 175-6. 179. 
FamiLY allowan ..... 1014-11. -
Incidenoo of: 

Con.lu.aion. 824-6. 
Economic argument, 298-809. 324. 
Evidence received 7", 29U. 
Hypothetical 0_. 810-1 •• 
Monopoly production. 299-804.. 
Prices, importance of queatioD in relation to, 293. 
T." on profits, 299-304. 
Tu: on wageaand aaleri ... 297-8. 

Investment' income, inereaaed tax on, examina.tioD of proposal for. 
902-6. 1015. 

Loans with inta ... t tu-oompounded, 177,179. 
Non-deduotion at BOur .. on Government loana, effect of. Uti'174. 178 
Poet-war rata. and graduation, 834-41. 
Progressive principle, 83Q..8. 
Speci&! privileges attached to Government loans, 171-81. 
Standar4 ro.ta, reduction of. and revision of graduation, Mr. Ke;rn .. ' 

propos&!, 1020. 
Standard ra\e and net produce of (1919-20 to 1926-26). 834_ 
Total net raceiptlo (1913-14 to 1926-26). 218 
Universal, objections to, 688. 

Indirect Taxation: 
II. aUo Custom. and E:zciea dutiel. 
AdvantB\liea and di.advantagea of, compared with direat wation, 

686-6, 688. 
ANa of, 1030. 
Burden, 701. 
Effect on trade, 590-1, 1030. 
per Head (191S-14, 1914-111 and 19\10.111 to 19'J6-Il6), IIUI. 
Proportion to direct tu.tion (191S-14, 1914-16 aed 1~ to 

1925-26), 219. 
Fi"ad proportion, queation of, 693. 
Relf'll8ive natllft of, 686-8. 
Total burden of, on apecimen ineomea (1908-04. 1918-1 •• 1918-18. 

19l!S-S(. 1925-26). 256. 

Inhabited Hou .. Duty: 
now Abolisbed, 238. 
Burden of, on .,arioul inoomee, 188, 156. 
Tot&! net reoaiptlo (1913-14 to 1926-lI6). lIIB. 

Inw .... Dt. 11ft: 
ltnccuraaed b:y income taE I.... 68_ 
Inoluoion of sumo .-i-red fro .. , in .. I .... of ... ta"" for dealih dlRi .... 

4ge-T. 10l1l. 

Invtrbntnt In~: 
IDCNaSad _\ion of ... -i •• t.ioa 01 proJ>CBaI ...... 801,6. 10l&. 

Joint Stock Companl •• 
S .. Oompaniea. 

Land Talt. 
Total ... , reoaipta, 1913-1' to 1926-28. 1118.. 

Land Valu.. Dutl •• 
Tot&! De' reoaipta, 1918-1' to 19i6-lIG, 118.' 
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Legacy Duty: 
See und.,. Death Duti". 

Living: 
Cost of, Index ligures (1914 and 1920-1925), 18-20. 
Standard of: 

••• al.o Wages. 
since 16th century, 11. 
Adequate, relative nature of, 10. 
Changes in direction of expenditure, 40-2. 
Comparison with pre-war,. 13-43. 
Consumption, comparison with pre-war, 31. 
Elfeeta on: 

of Customs and Excise duti .. , 659-61, 670, 690, 1029. 
of Income tax, 351-64, 439. 
of Taxation generally J 690. 

Evidence received Tt, 38 . 
. during and after Napoleonic wars and oomparison with 1914-18 

and since, 12. 
Spending, comparison with pre--war, 59. 

t..oans, issue of, at heavy discount: 
••• ""d.,. National Debt. 

Munitions, Exchequer Payments: 
Aoosptance of National War Bonda in payment, 180. 

National Credit, effect on: 
of Capital Levy, 166-10, 811, 874-

.. of Steady annual reduction of debt, 986, 961. 

National Debt: 
Se. allo C&pital Levy. 
Amount: 

(1818, 1864, 1815, 1891, 1913), 619. 
n914,1920 and 1926), 61, 68, 10. 

Burden: 
Comparison wit.h post-Na.poleonic war period, 676-9. 
Futur~J 683. . 

Charge (1818, 1864, 1816, 1891, 1913), total and per head, 679. 
Conversions: . 

in Future, question 88 to possibility of laving from, 188-96, 
l!O2, 1007. 

of Leane matnring up to 1932, Mr. Hoare' ... heme, 943-1. 
Operations, results of, 129-43, 1M. 
Options, 131-3. 
in Response to new offers, 134-42. 

III per oent. Conversion loan, 124-1, 135, 137, 138, 1M, 168, 163, 110, 
210, 212, 214. 

41 per cent. Conversion loan, 140, 142, 170. 
8pecilic ainlring fund, Dr. Dalton'. suggestion, 216. 

External: 
American: 

Funding arrangementa, paymenta of principal, 210, 212, 213. 
Interest, charge (19~21 and 1925-26), 182, 183, 185. 
Present position, 88-91. 

Amount (1920, 1926), 68. 
Borrowings and repayment. (192G-21 to 1925-ll6), 122-1. 
Burden, and oompariocn with burden of internal debt, 11-86, 259. 
Distinction from. internal debt, 11-<16. 
Interest charge (1919-20, 1925-26), 69, 91. 
Present poeition of, 87-92. 

6 per cent. W .... LoRD }929-41, depreciation fund, 210, 219, 21'-
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National Oabt-c ... t. 
Floating debt: 

Advantage of, 98. 
Amount, evidence reoeived. Te, .98-100. 
Amounte outetanding variouB-datea, 1916 to 1926, 95. 
Dangera and disadvantage. of,. 99-101. 
Reduction, views as to, 102-4. 
Treaaury billa: 

Amount: 
(1914, 1920, 1926), 67. 68. 
(1916 to 1926), 95. . 

Creation and redemption (1920-21 to 1921>-26), 121, 123-7. 
Holdara, 91. 

o Interest charge: 
(1919-20, 1925-26), 69. 
(1920-21 and 1925-26), 188, 184, 187. 

Way. and Meana Advanoeo: 
Amount: . 

(1916 to 1926), 95-6. 
(1920, 1926), 68. 
Creation and redemption, 122-5. 

Inwest obarge: 
. 1919-110, 1925-26, 69. 
1920-21 and 1925-26, 188, 184, 181. 

Form of Loan iasu .. , 
Form of security to be iaaued, question of, 1008-11 
I .. ue at ilgUM not very appreciably below par, 110, 1008. 
Isaues at heavy diecount, examination of, 155-70. 

, per cent. Funding Loan, 1960-90, ainking fund, 210, 2151, 213. 
, per OInt. Victory Bonds, linking fund, 210, 212, 218, additional 

apeciJIo linking fund, Dr. Dalton's suggestion, 216. 
, per OInt. War Loan (tax oompounded) 19~, depreciation fund, 

5110, 212, 214. 
Funded d.bt: 

Amount (1914, 1920, 19116), 67, 68. 
Interest obarge (1919-20, 1925-26), 69. 
Natur. of, 64. 

Intereot: 
Chnr~: 

(1919-20, 1925-26), 69, 70. 
(1920-21 .nd 1925-26) and .au ... of reduction, 182-8. 

P.yment&, 192Q.l11 and 1925-26, details, 188-7. ' 
Inu-rnal: 

Elfecte of: 
on Distribution. of wealth, 16, 98, 250-19. 
on SAnn .... 98, 263-72, 275. 

Holden of, 268. 
Intereat, aDd .... I.tion to bud~t receipt&, 1918-14 to 19115-26, M. 
Poaition, Slat Mamb, 1920, 107, lOB. 
Redemption, ... .AIl' "tie belo ... 

Reborrowinga and .... paymen\ linee In April, 19l1O, 120-8. 
Redomption: 

(1920-21 to 1925-26) 109-19, 1ti-1. 
AII_tion of prinoipal ",p.ymente of Allied .... r debts to, 999. 
Annuiti .. runnin, fOl' lif. or bed tenn of yean, Mr. SVachey'a 

propoaal, 941-11. 
Bud~tary proviaion for, 1920-21 to 1925-26, 110-5, 118. 
Burden of, relation to obougea in pri .. left!, 197-00II. 
Eannarkina Ilf death d1Ri.. for, argo........ for and Bpion. 

641 .... 
Elfeots of -' Vansfer of CapiW d... to bie redeinp\iOD 

acheme, 917. 
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National Debt-cont. 
Redemption-cont. 

Effects of: 
on Bank advanc .. , 981-4. 
on Credit, 981-4. 
on Distribution of wealth, 279, 387. 
on }I'oroign investment, 278, 885--6, 980. 
on National credit, 966-72. 
on National Savings, 274-8, 979. 

Forced loan scheme, examination of, 8'16-96, 
Linking-up of, with policy for dIminution of unemployment, 

Prof. Bowley's scheme, examination of, 943-63. 
Rata: 

no Formula possible, 995 . 
. Possibility of future emergency, 978-4. 
Raq>id, displacement of oa.pital by, according to Mr. 

McKenna, 977, 980. 
Regulation, formulas propoasd by witne .... , and difficulti .. 

of, 986-8. 
Summary of evidence 1"e, 986-94. 

miacelJaneou& Receipts applicable to, 116-9. 
<Jontinuance, 1008. 

Recommendations -re, 1(){)()"8. 
Regulation of, according to demand for gilt-edged secorities, Mr. 

Keynes' contentions, 978, 979, 980". 
Sinking funds, It' thai titl •. 
Steady annual reduction, advantages or, 966-15. 
Steady and regulBr policy, importance of, 1005. 
Summary of evidence ,.e, 976-85. 
Su.t&ined efforts neceasary, 995. 
Terminable annuities, uaminatioD of scheme, 935-41. 
Variation according to stata of trade, 1006. 

Servioe, expenditure on (1818, 1913, 1923), and proportion to national 
income, 676-8, 684. 

Special taxation privilegea attached to loans, 171081, 1008. 
Terminable annuities, 66. 

Amount, 1914, 1920, 1926, 67-68. 
Intereat charge, 1919-20, 1925-26.· 69. 
Sinking fond, 210, 212. . 

Tran .. ctionB, summary of, 1920-21 to 1920-26, 144-154. 
Unfunded debt: 

Amount, 1914, 1920, 1926, 6708. 
Intarest charge, 1919-20, 1925-26, 69. 
Nature', of, 66. . 

Nati;:::8,1~~~ 1891, 1918) total ~nd per head, 679. 
and ProPorti~~{~~ationai ellpenditure to (1818, 1913, 1928), 676-8. 

, I \. 
National Savinal C.rtifi"", •• : 

Conversion offer, 195. 
Eocashment, 1920-1 to 1920-26, 122-7. 
!..-t: 

Aooumulated liability: 
Slot March, 1926, 70, 998. 
Provision for, in -budget, qtJe8tion of, 998. 

(JIarge (1920-21, 1926-26), 188, 186. 
r.u .. , 1920.21 to 1920-26, 121, 123-7. 
Statistics, no safe guidance .. to working..clUl .avillg:B, 61. 
'l'Natment of, ia A_ants, 998. 
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-Population: 
Age and .. " distribution (1911. 1921), 39. 
Family, lise of, comparison with 1914, 89. 
Futu ...... stimatea of. 6BO. 699. 

,prlo •• : 
Determination of. 1l98-824 (p .... rim). 
Elfeot on: 

of Dir<Iot taxat.ion. 102. 

441l 

of Inoome tax .... .... deT lnoome taE. Elfects of and locidence of. 
of lndirect taxation. 68().8. 

Futu .... level of: 
in Conneotion with oapitel levy. 737-42. 
Evidenoe reoeived r.. 202. 74G-2. 976. 
Relation of burden of debt .... paym.nt to change. in, 197-202. 

"roduotion : _, _ 
Comparison with pre-war, 44. ',. I, 

Flat-rate tal< on. uamination of propoaal for. 912·2\1., 
Futn .... productivity q"""t.icn. 8l().8. 9!16. . 
par Bead per hour, oomparison with pre-war I 26. 

"roflt and Profit,: 
Determination of. 1l9s.B24 (pauim). 
in. Monopoly trade, 80().4. 
nate of, OOIIvent.ional, 428. 
Statistics of total oompany profits (1912, 1922, 1923). 48-9. 
and Turnover, paroentage .... Iation in various tr&d .. (l92G-l. 1922-3). 

807 (191:1-18, 1922..'1), 809. 
Undistributed •• u Reservu undet' Companies. 

Receipts: 
Stomp on, ••• ""d .. · StaDlp duti ... 

Redemption of Debt: 
..... "d.r National Debt. 

Algn.no .. hem.: 
... ""der Death duti ... 

Saving and SavIng .. 
Oompariocn .. ith p ...... ar: 

Generally, ~. 
new Home ieeu .. for industrial purpoeeo and in..tment abroad, 

66. 116. 
Undistribut.od trade profits, 4S-M. 

Dellnit.iOll. S28. 
Elfoote on: 

of Annual tax on oepital. 699. 
of Oapital levy, 81(}.»7, 869. 874. 
of Customs r.nd Exoioo dot;.,., 668-70. 
of Debt interut payment, 260-5. 
of Deb' repayment, t7 4-8, 979. 
of Direot tuat.ion, rot. 
of Eatata dut.y. 1Sls.30. 625-34. 641. 
of Inoome tu. 866-17, 3SB-3, 416-23, 4S9-3II. 44O-t. 1016 
Increased Us.tiOD of inftStmea' ineome, 90&, lOIS. 
of ltjgnano .......... 921. 
of Tu.tion ge.aerally. G91.s. 

01 Income tu payi ... ~l.... 58. 
Nat.ional : 

1924 eo\Imate b7 Mr. Ooataa, 41. 
T 0 .... , eompariaoD. with pre-war 1 .s-8O. 

and N<!oda of illcreuinll populat.ion. _TOO. 
Rodistribution of powv, b:r .. pital leY7, eos... 
of Wom.'Il cl_. ~. 
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Savings Certificate.: 
••• National Savings Certmcatee. 

Securities: ., 
Effects of capitol levy on valne of, 761-M, 867, 873. 
Gilt-edged, demand for, Mr. Keynee' proposal that debt redemption 

obould be regulated according to, 978-80.' 
Payment of capital levy In, ••• "IIRIodeT Payment und.r Capital Levy. 
Tendering of, in payment of death duties and excess profits duty, 

lBO, 181, 210, 212. . 

Sheltered industries: 
Wages, 24, 43. 

Sinking Funds: 
Development of, 203-15. 
New (1875), history of, 2Q5.8. 
New (1923): 

Allocation of, 1924-25 and 1926-26, 212. 
Amount: . 

£50 Million, adequacy, views on queation of, 977-1000. 
increase: 

to £75 Millions, recommendation for, within five yeara, 
100!. 

to £100 Millions, .recommendation, 1002. 
proposed Stotutory provision for, 1005. 

Summary of evidence 1'e, 989-94. 
Approximate Provision for 1926-7, 1930-1, 1940-1, 1950-1, 21U. 
Eotabliobment of, and incr .... , 113-5. 

Old, history of, ID4. 
Raiding of: 

Risk would be increaoed by Prof. Bowley's debt redemptioD 
scheme, 961. 

Safeguarding queation, 1005. 
Redemption of debt through, advantage of, 968. 

Spocifi.c: 
Advantages of, up to the preaent, 217, 1005. 
Dr. Dalton'. suggestion, 216. . 
Extension of system not advocated,. 217, 1005, 1008. 
Particu!&rs of, 209-15. 

Social Services: 
Generally, 283-.5. 
Increase in, 32, 43, 684, 861. 

Spirits duty, ••• Alcoholic drinks duty OD. 

Stamp duti .. : 
on Bearer bonds : 

Criticisms by witnesses, and comments OD, 564.. 
Elfect OD fOreigD loan issu .. in United Kingdom, 564-6, 1028. 
Incidence, 663. 
Rate of duty, 562. 
Yield (1918-19 to 1921H1), 562. 

on Cheqnes: 
Oriticisms by witnesses, and COJDmeDta on, 57U. 
Incidence, 572. 
Rate of duty, 5n. 
Yield, 1909-10 to 1926-26, 571. 

OD o>mpanieaJ share capital: 
CriticisJna by witnesBe8, and commute on, 568. 
Effect on amount of capital registered, 568, 570. 
Elfect OD formation of oompanieo, 568-70. 
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Stamp dutl ....... o .. t. 
on Companies' sha.re capital-cont. 

Incidence, 667. 
Rate of duty, 666. 
Y i .. ld, 1918-19 te 1926-26, 666. 

on Oonveyance of land, etc.: 
Criticisms by witnesses and comments OD, 505-7. 
Incidence, 654. 
Rate of duty, 658. 
Yield (1918-19 te 1005-26), 558. 

Histery of, 649. 
on Receipts: 

Oriticiama by witneasea and comments OD, 578. 
Incidence, 577. 
Rate of duty, 676. 
Yield, 576. 

'fatal net ..... eipto, 1913-14 te 1925-26, 218. 
on Transfer of .toeka and ahareo: 

OriticiSIDI by witn..... and comments on, 660-1. 
Incidence, 559. 
Rate of duty, 658. 
Yield (1918-19 te 1926-26), 658. 

View. of Oommitte. on duti .. generally, 661, 679, 1028. 
Yield (1818, 1813-14, 1916-16, 1917~18, 1926-26), 649, 650. 

Standard of Living, 
... Living, .tandard of. 

Stock. and share .. 
Tra.llafer of, atamp duty on, lei utld". Stamp duties. 

Suco ... lon Duty, 
... under Death Duti ... 

Sugar, .tc., duty, 
••• 0110 eu.tomo and Exciae duti ... 
Burden of, on specimen inoom .. (1903-4, 1913-14, 1918-19, 1923-lUo 

19CM-26), laoIO, lI43, 265, 6111. 
Ratee of duty, retail prie .. and oonanmption and duty per head, 

1913-14 te 1926-26, ~. 
Total not receipts and duty per head, 1913-1', 1923-94 to 11125-!6, 

IlllS. . 
Viewe of Oommittee, 690, 101, 1029. 

Super lex, 
... Income tu. and Super tu.. 

Taxation, 
••• oleo uAder tAl '"'"" ........ 
Burden: 

Clomparioon wid> other oountriee, imPraotiOllbility of, 673-5. 
Q.mperioon with pon-Napoleonic war period, 676-8. 
General, 101, 1011. 
on Specimen illOOlllell (1903-4, 1913-14, 1918-19, 1923-lUo, 1925-i6), 

255-
Method 01 _ling with, 2lIO.a. 

eo.. ..... tiou with _nktion argument, 688, 688. 
Distribution, Genenl ~ of poo~war, 693-
Incidenoa: 

General amaideratioDs, lIBNll. 
U .. of _~ ... distinct fl'Olll .. eft-," !188. 

m ......... vi .... of Committee nn questinn of, 1000.t, 1012. 
Total not· NOeip\o (1913-14 \0 l~), lIIS. 
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Tea duty: 
It~ abo Customs and Excise duties. 
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amination of Prof. Bowley's scheme, 948-63. 
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United State. of America: 
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Wag .. : 
Average: 

Effect of unemployment and .bort'time on, 23, 31, 4.3. 
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Earnings: 
Comparison with p ... war, 22-7 J 34, 43. 
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22, 24-5. 
Rates, course of, since the 'W"&r and, COID~riBoD with p ... war level, 

13-21. 
Relation between cuatOma aad e:miee dati. aDd, 596-614. 

Ways and Means advan_: 
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APPENDIX I. 

APPENDIX I. 

QUESTIONNAIRES ISSUED BY THE COMMITTEE 
TO WITNESSES. 

(A,).-BROAD QUESTIONS RELATING TO THE NATIONAL DEBT 
AND THE INClDENOE OF EXISTING TAXATION.' 

1. How do the National Debt (apert from the taxation which it 
neoeaaitotea) and movementa in the National Debt through repayment, 
oonveroioM, etc., affect (1) the ... pply of cred.t and (2) tbe supply of 
permanent capital for trade and industry, both in volume and directionP 
Doea any distinction exist between the effeota of the. F~ting Debt and 
the longer term debt P 

1I. Doee tbe n:ietenoe of the debt, or lDDVementa in the debt, affect othe t....... upon whioh capital can be raieed for trade and. induotry P 

8. Should provision be mad. fer repayment every year of debtP 1n 
that C&8e:-

(a) .hould the &ame amount be repaid every year, and, if 80, is 
the ,preaent. Sinking Fund 01. £50,000,000 eatiBfaotory P If it ie not 
sufficient. ought it to be increaeed, even if toE" have to be 
increasedP or 

(b) ahould the amount repaid vary, and, if BO, on whet prinoipleP 
Should it be leaa in yearo of bad tradeP Should the variation b. 
subiect to the maintonanca every year of a bed minimum repay
ment, and, if BO, of what amonntP 

If any alteration of the uisting annual provision for the debt. (interest 
and redemption) is snggested, what would be ita effect upon trade, con
version of the debt and creditP 

h it ooDBidered desirable to apply any Budget surpluo to repayment 01. 
debt. 

•. 10 it thouaht to he deeirable to oonvart aD7 or all 01. the Floating 
DebtP 

II. To "hat extant is the debt.c:h_ held to n....-itote an injnrioul 
notri.tion of publio upeuditure upou d .. N-able obiectsP 

8. Doaa repayment of the debt n .......... iIy involve deflation 01 prices, 
snob _ ia !iDly to be injurious to trade P 

7. What ia tbe effect of the uistiug taus on the supp~ Ot permanen. 
oepital from the publio, and on total pnrohaaiug po .... P 10 there aD7 
endenca of a preeant ahort.ai!e of oepital fer iuduatr3' Plait antioipated 
that there will be a ahortaae of napital when trade impro_ P 

8. Bow far do the uiating tu .. ""t ... a deterrent to Baving aDd >0 
enterpriea on the part of the individual engaged in trade and the in_ 
aenera.1ly P Do they aimiJarly affect joint .tA>ck oompanioa P 
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9. How f ... does the high Incom. Ta", (including Super.tax), withdraw 
money which could otherwise be counted on for the expansion of busineu, 
and which, SO capitalised, would produce a rRite of profit proportionate 
to managing ability and to the risks of personal enterprise, and higher 
on the a.verage than the rate of interest on Government debt? 

10. How far dcee the burden, of the Income Ta", fall uPon the b""ine .. 
itself and hamper its operations P What i. its effect on (1) the ability o( 
companies to build up reserves, and (2) the policy of companies as between 
distribution in dividend and allocation to reserve P 

11. Does Income Tag; enter into prices, and if BO, how? Does it in th~ 
or in any other wa.y handica.p the exporter in competing in foreign 
markets against world prices P 

12. How far do the Death Dutie. involve a. destruction of capital P Do 
they inflict special damage on prjvate businesses, and, if 80, can any 
suggestion be made for amending the duties 80 88 to obviate this epeciBl 
effect, without reducing the yieldP 

13. Are aoy of .the Stann.p Duti .. detrimental to trade, industry or 
employment, and, if so, in what mannel' P 

14. To what extent is a taz OA commodities borne by the consumer? 
How are internal and external trade affected? 

16. I. importance to be' att""hed to the maintenance of a particular 
ratio between direct and indirect taxation, and if 80, on what principles 
should the ratio be determined? 

16. What effects does the present .ystem of taxation tend to have upon 
the distribution of weBlth? Is it considered ·that these effecle are in the 
best interests of the country in the long run P II any broad amendment 
of the system is advoca.ted, how would BUch an amendment affect the 
distribution P 

17. Can existing taxation be varied with advantage, and, if so, how 
far and·. in what ways, without inereasing the total amount raised by 
taxation? 

18. How far would increased productivity in trade and indU8try aifef:t 
the burden of the debt P 

19. To what enent can taxation (88 distinguished from chang., JD 

taxation) be regarded as a determinant of employmeut or nnemployment? 
If it is beld that the aggregate demand for labour ia pormaDently reduoed 
by taxation,. does the effect show in unemployment or in a lower level of 
wages? • 

If taxation is a cause of uuemployment, to what enent is this due to 
(a) the effect of taxation in reducing new .avings, or (1)) the effect of 
taxation in reducing consumera' dema-ld for goods? , 

(B).-QUESTIONS REGARDING A CAPITAL LEVY. 
1. +In your opinion, is the present financj:li and general poSition of the 

country Bucb 88 to make it eeeential, or especially desirable, for UI Ali a 
nation to make a large repayment of National Debt at au early date? 

If you are in favour of soob a repayment. which of the following 
methods would you lIugge&t:--(a) a large increa8e of nOting ·talcation; 
(b) a severe restriction of expenditure; (t) a combination of (a) and (b): 
or (d) a Capital LevyP Have you aoy .. heme to 8Uggest which fall. 
outJ;ide these alternativesP 

Do you anticipate that the future level of prioea win differ from the 
present level to "any ooDsiderable extent !I' Bow is the caee for early 
repayment affect.ed by any -mcb anticipation P 

• 
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2.-(1) Assuming that a Capital Levy for debt redemption were ·to be 
introduced, would you adopt, either as having special advantages, or 88 

affording the most useful basis for discussion, the suggestions for a 
pOBsible form of levy made by the Labour . Party P UDder theae 
suggestions-

(a) the levy would be confiDed to individuals; 
(1)) it would he imposed on mlliterial wealth only (as diatiDet, e.g., 

from the II brain oapital II of the professional man) j 
(c) the limit of exemptioD, and the scale of auessmentJ would be 

&& shown in t.he Annexe to t.heae questions; 
(d) the yield contemplated would he £3,000,000,000; aDd 
(e) the net annual Baving (in the aenae indicated in question 13) 

would he regarded as available both for reduction of the ratea of 
future tnX'es, and for expenditure. 

If, or 80 far 88, you do not adopt these suggestions, will yon please 
formulate your own proposals under corresponding heads P 

(2) The levy having been applied to the reduction af deht, would you 
oonaider it d .. irable to redu .. the amount (£50.000,000 per annum) of the 
present Sinking ~'u'nd P 

(3) What changes (if any) would :rOU Mvooate in taxation. consequential 
upon a levyP 

Not •. -It ;. r.q .... t.d that the suc •• tdin9 qu •• ti ..... may be .0000ered 
throughout in .. Iat;on to tJ Capital LtpU (<MId ... b .. que"t operatiom) 0' 
Ih. 'OTtl. adopted or propo •• d bll 1/0 .. in rep/II to Que.tion 2. 

3. From the point of view of equity to the individual taxpayer. and the 
prinl'iple of ability to pay, bow would you oomp&r8 the merits and 
demerits of a Capital Levy with thoae of the uistinlr income taxation 
over a period of time' 

4. h it conBiderood thot the lapse of time sin ... the war period has a 
beuring on the aooeptability of 8 Capita) Levy, and, in particular, on the 
qUesl.lOli whether a guarantee against its repetition would be both COD

yint"ing and ~trectiveP Do 3"OU consider that I!lnob a guarantee would be 
desirableP If Ill, oan yeu 8U""", wbat practicable form it should takeP 

5. What would he the general elfecta of a Capital Levy on trade and 
indultryP 

To what extent do you think th,t the argumenta for and againat a 
Capital Levy are relat.ive to tl." It&te of trade at the time when the levy 
millht he introduvedP 

6. J.oaking fint at immediate results. and then at results over a long 
peoriod, how would you oompare the friction and dislocation of busin_ 
which might ..... ult from a levy, applied once, with the friction and dia
ICK"RtioD cauoed by the present. high annual tuationP 

. r. What would he the .. tr.<t of a C.pital Leoy on employmentP 

. 8. What would he the direct and indirect elfeeta of " Capital Leoy for 
\be purp .... of doht redemption u_ the diatribution of wealth P 

D. How would " Capital Leoy ... mpare with other forma of ~ation 
in ita .~ on the fut-uN accumulation of wealth in the form of (a) ~ 
individual .. vi_ of thoao subjeot. ... the Ioooy, (b) the iDdiriduu oaringe 
of u.- DO' ... bjeM to the Ioovy. and «) rol1eeti ..... rings, BDoh .. com
pani ... • _p What oft.'" "ould 3'Oa anticipate on agg_te .. ringsp 

To "hat _, d ... tili. ".,8tion d<o~nd OD the ... naiderationa .. f""",, 
to iD " .... tioa 'P 

10. Who.\, on hal ........ wou.!d he the immedi_ uti. ult.iaiate eIfectB on 
nalionu and" a' home and abro.d of r<!p&1iDg a large part of the d<olR 
111 _ af a {'apital Levy ~ 

AI 
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11. Would the impoeition of a Capital Levy, in your opinion, lead to 
the sale of securities, and consequent depreciation in their prices, upon 
a large scale P How far would any such depreciation be prevented as & 

result of the demand for investments hy holde .. of debt that W88 paid off 
by the levy? 

12. To what extent would a Capital Levy in.olve dellation? Would 
deftation be intensified or prolonged by the psychological elfeet of a levy? 

1S. How far does the balance of advantage or disadvantage in a Capital 
Levy depend on the amount of the n.et annual Baving which it would 
effect? Have you estimated the, extent to which the (Iron saving-i.e., . 
the saving in interest expenditure-would be offset by a reduction in the 
yield of taxes at their existing rates as a result of the disappearance of 
certain tuable income? 

14. With regard to the practical working of a levy and subsequent 
operations, would you give your views upon the following points:-

(a) Have you any suggestion to make 88 to the methods by which 
property should he valued for the purpOSB of a levy? 

(b) Wauld it 'be possible, in your opinion, to ·base a levy on a single 
valuation, not liable to review in the light of subsequent events, such 
as changes in the market rate of interest and in the level of prices P 

What would 'he the position on the death of a life tenant, 88&Uming 
the year of his deatb. not to hear out the forecast of life on which his 
intor&ot had been valued? 

(0) Could you form any estimate 
(1) of the extent to wlhich a Capital Levy oould he paid in 

cash, and 
(2) of the extont to whioh payment oould he accepted, and 

could he made, 
(a) in War Loan, 
(b) in other Stock Exohange securities, 
(0) in other forms of property, inclnding real property? 

,1I) How far would difficulties regarding the payment of a levy he 
nkely to arise in the caee of a private business, whether firm or com ... 
pany? How far would you regard such a C&8B as typical of industry 
generally? 

(e) To what extout would it 'be n_ary or desira.ble to allow pay
ment of levy to he made by instalments (a) generally or (b) in par
ticular cases, e.g., in those of the proprietor of • private busin_J 

the lite tenant under a settlement, etc. P 
To the extent that payment by instalments W88 allowed, how far 

would losses or variations in the taxpayer's wealth during the period 
of payment alfeet the Anality of. initial valuations? 

(I) Would you approve of any special treatment in the .ass of a 
private business, where the part9flrB or proprieton '!QuId sh"", that 
the whole of the resouroes were locked up in the business and that 
wbstantial reasons exisW for not' obtaining credit. on the eecurit,. 
of business _ to meot the levy? 

If &0, would you allow payment of a special additionol Income Tax 
in lieu of the levy, or would you propose any other alternativeP 

(v) To the extent that payment was reoeived in forms other than 
War Loan, have you any views B8 to the order in which particular 
parte of the debt should 'be repaid 88 cash became availableP Would 
you advocate that powers shonld he taken compulsorily to redeem 
debt hefore its maturity, or would you elfect reduction by purehass 
in the market? If the latter, what elfecte would you anticipate upon 

. the general leooeI of security priO&& P 

15. Would you add any points you wish to make in connection with. 
Capital Levy not cover"" by your replies to the above qneotionoP 
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ANNEXE, 

ExTRAO'1' :noK 

.. Labour and tho War Debt, 
A Statement of Policy for the Redemption of War Debt by .. Le..,. on 

Aoonmulated Wealtb. .. 

SOALII O. TBB LBn, 

The levy should be graduated ao aa to carry out the prinoiple of taxa
tion according to ability to pay, A graduated scale on the following 
linea ill auggested:-

U"II 

Firat £5,000 £0 £5,000 
Nezt £1,000 £5,000 £6,000 

per cent. 
0 
5 

.. £2,000 £6,000 £8,000 

.. £2,000 £8,000 £10,000 .. £6,000 £10,000 £15,000 .. £6,000 £15,000 £20,000 .. £10,000 £20,000 £30,000 .. £20,000 £80,000 £50,000 .. £60,000 £60,000 £100,000 .. £100,000 £100,000 £200,000 .. £800,000 £200,000 £500,000 .. £600,000 £600,000 £1,000,000 
Remainder ... .. , Above £1,000,000 

10 
15 
20 
25 
30 
85 
40 
45 
50 
55 
60 

Tbi. aoai. would work out &I follo ... :-
• Per • ..." 01 

"illalai 

A man 1Vorth not ezoaeding £5,000 would pay nothing, ' 
.. £6,000 would pay £50 
It £8,000 n It £250 
II £10,000 11 It £600 
II £16,000 II It £1,650 
tI £20,000 II n £2,800 
I) £80,000 n.. £0,800 
M £50,000 It.. £12,800 
It £ 1 00,000 II It £3:2,800 
n £200.000 II II £77,ROO 
II £600,000 II II £227,800 
11 £1,000,000 n" £602,800 
n £2,000,000 11 " £1,102,800 
.. £8,000,000 .. £ 1,702,800 
It £10,Ot>O.OOO It II £6,902.800 

lorlurt., 

or 0'8 .. S'2 .. 5'5 
It 10'S 
It 14'0 .. 19'5 
n 25'6 .. 82'8 .. 88'9 .. 45'6 .. 60'S .. 55'1 .. 56'7 .. 59'0 

APPENDIX II. 

WAGES AND EARNINGS IN PARTICULAR 
INDUSTRIES. 1914 AND 1925, 

Not. by the Committlle, 
1. W. 118' out below ceriain &gurea showing, for ,f....... 19i5. the 
i_ iu ra\eo of money __ 0_ the _war I....t. It shoald be 
...... _bored th." "hile there _ oompara\i"", liWe chaD_ iu theoe 
ra"'" ill lIllIS, the ilK'reue ill the """' of liTing (as shown by the MiDidry 
of Labour indu:) ...... ed from 80 ., the begiuDing of the year \0 13 ., 
the and of June and 7& ., the and of Deoamber, 



10 COMMITTEE ON NATIONAL DEBT AND TAXATION. 

The figures are based mainly on statistics supplied by the llinistry of 
Labour to the Committee on Industry and Trade, and published by the 
latter in their Swr.e1/ of IMu.tria! Relation. (1926). 

2. In the building trade weekly money wages showed an advance .over 
the pl"e-war level well in excess of the rise in the east of living. The 
increase varied, in approximate figures, from 81 to 86 for skilled 
labourers other than painters, to 101 for painters and 106 for labourers. 
""hile there was much variation in different localities, the figures given 
represent the average of recognised time-rates in 40 large towns. In 
the railway services the peroo.l1tage increases vary cOl18iderably owing 
to the wide divergencies in pre-war rates. At ODe extreme some of 
the porters who were on pre-war rates as low as IS8, Of 20,. a week had 
(at June, 1925) obtained advances ranging approximately from 145 to 
160. The advances obtained by engine-drivers did not very greatly 
exceed the cost of living increase, being approximately from 85 to 9b. 
Guards had an advance of about 110 to 132 and ticket collectors of about 
115 t.o 135. In other industries of the "sheltered" type-road tran&
von, tramways, printing and bookbinding, and baking-the Ministry 
of Labour statistics show approximate advances varying between 88 and 
117 (ct. the Committee on Industry and Trade'. Survey 0' InduBtriai 
Relations, pp. 90-91). The ratioa for the railway aervices, quoted by 
way of illustration, differ somewhat from others which have been put. 
forward officially by other bodies, but it is not very material to the sum
marised argument in the Report to investigate or reconcile the 
differences. 

3. Among the export industries, we find, as We should expect, that 
engineering and shipbuilding show low incre&se8 in wage-rates for men 
other than "labourers employed on time-work. In the engineering 
industry labourers received an advance over pre-war of 76, but otber 
employees of only 44 to 45. In shipbuilding, labourers received an 
advance of 68, .ship joiners of 44 and others of 35 to 38. 'In the heavy 
iron and steel trades wages fluctuate with the sale price of the finished 
product: for various reasons, and especially owing to the existence of 
separate sliding-scales for different sections of the indU8try, wage-mov. 
menta are very complex. While certain blast furnace labourer. and 
others enjoyed an advance in excess of the cost of living increase, in lOme 
cases, e.g., those of steel sJI!:'..,ltera and iron miners in Cleveland, the 
advances were only about 20 to 30 ove. pre--war rates of money wagea. 
In the cotton industry, while full information is not al"ailahle, calcula
tions from piece-rates suggest that the increase (apart from special 
allowances, &c.) was about 61; in wool textiles an increaae of 
approximately 80 to 90 is suggested. As regards the heavy cbemical 
~ndustry information is defective, but it appean that Jabourers had 
fared well. In the clothing group-boota and shoes, and ready-made 
tailoring-good advances are a~ recorded, Buggesting an average 
increase of over 100. 

4. This picture of wage..ratea in thfJ export industries,· seems to need 
some correction in the light of information regarding actual earnings. 
The Ministry of Labour remark that in .the iron and steel indunry, if 
retttrDB in connection with the Enquil1' into Earnings and Houn of 
Labour, 1906. are compared with returns ohtained for March, 1926, by 
the National Federation of Iron and Steel Manufacturers, the result i. 
to suggest a percentage increase in weekly earnings of fully 70 to 80 
over pre-war, notwithstanding the Lad state of employment; the llinii'ltry 
infer that the earnings of workpeople in employment may JlO"Sibly hav", 
risen by rather more than calculation. bued on standard rates would 
suggest. Again, it is pointed out that in the cotton industry there ia 
a wide divergence between the 61 per cent. iocreaae calculated by 

• We have omitted refereDDf' to the w&f{e-prwition in the ooal.mio.in, iDdulltry. in yi.e" 
of the full atU!ntioc received by it el"",.bere. 
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ref~l'ence to pieoe-rates, and the results shown by a ·comparison of sample 
earnings in 1914 and in ltlo.y, 1925, which point to a percentage increase 
of 8fi to 90. The Ministry of Labour think that, even when .allowance 
is made for the relative 8mallness of the two samples, and the fact that 
they do not oover exactly the same ground, the 'probability is that th" 
increase in the weekly earnings of _ the employed may be appreciably 
higher than 61 per cent. Yet again in the wool textile industry, where 
.employment in May, 1925, was generally bad, similar returns suggest that 
the average increase in earnings for those actually in employment was 
not fully represented by the figure of 80 to 90 per cent. based on rates. 

5. 1'he statistics from which we have quoted above do not cover agri
cultural labour and domestic. servioe. In regard to the former, figures 
published by the Ministry of Agriculture .. em to indicate that in 1928 
and 1924, rates of money wagetl for the ordinary agricultural labourer 
in England and Wa1ea averaged somewhere about 56 per cent. over the 
l8vel of 1914. Owing to the fixing of minimum rates under the Agri
cultural Wages (Uegulation) Act, 1924, wag"" made a substantial 
advance in the first quarter of 1925, and from May, 1925, onwards the 
rates of wages are &bown to have averaged 75 per oent. over 1914. It 
i."to be not.ed that in Borne of the districts where wages were especially 
low before the War, the labourer has obtained an advance over his 
pre-war wages considerably exceeding the increase in the oost of living, 
and there IS le88 variation than before the War in the rates of wages • 
paid in different parte of the country. 

6. In regn.rd to domestic service no etatistica are avaHable. In the 
lWport of the Ministry of Labour Committee on the Supply of Female 
Domestio Servants (1923), reference is made to the II extraordinary 
diversity now existing in regard to hours, wages, and conditions of 
employment, which vary not merely from one locality to another, but 
from street to atreet, and from houae to house. n We may note that 
Professor Bowley remarked in his evidence before us, II I should have 
eaid in the C88e of domestic service the real wages are definitely higher 
now than 10 yeara ago. n (Q. 3823.) 

APPENDIX m. 
EXTENT OF UNEMPLOYMENT, 1921-26. 

TABU A.-Ntlf"ber. f'uftr'd.d em the llroider. 0/ Emplo."meJt EzehanflU 
in Gnat Britai,,~ 

-Date.~] 1921. 1922.1 1923. I 192t. 1925. I. 1926. 

January n. 
}','bruary .•. 
y.",h 
April 
May 
JUD" 
Jill, 
AUg118' , •• 
8epwmher .. 
QC\o.l"'T '" 
N O'f'elUbM •• 

o...mbor •. 

• • I 

. U76,577 1.9M6.MI
1

' 1.46.~.612 I I.S20.!il1lt 1.240.922 1.200.827 
1."H!l,SHi 1,85~l,137 1,8..1)3.173 11,IM.54l4 "1,236,Oti.'- l,I:!5,760 
I.tm~,~~~ , l,7g~.~r,;! 1,:l~6,~~~7 1,063,5l'9! 1,201.S~5 1,013,609 
U46.M_i' 1.71 •• 051 , 1.2'h~.ti6!>' 1.(1-17.780 ,1.lIli.'168 981.877 
2.111>8.1911 • 1.56.'i.4t\1 i 1.287.716 1.0\5.626. 1.1~.M2 1.6U.2Illt 
2.4M8.121> 'I.U6.hlll! 1.2·!3.152 I.OlS.7~2 1.3<1-1.243 1.6.'19.771,: 
1.\lt15.196 ·1.M~\1.2:'7. 1.2ll.5M 1.0-i8.261' 1.197.631 1.6o.;.4:!t1! 
1.6."M~ll I.Sb9.376. 1.21;,< .... 18 1,14~.078; UI.~.302 1.~9.759+ 
1.470.SI<l\ 1.342.;>(1." 1.:175.770 I. 1 1<O,2\lI1 1.3.'I6,Ir..~ 
1.639,iHli 1.3.8.960, 12\1..'.317 1.21I.'.~ 1.232M% i 
1.8-I\I.llt'\1 1.401,1193,1.2.>1.8.'18 1.1\111.5\'2' 1.16!>.276 I 
1.81<1>.~7S 11.&11.612 j 1.21<1> 6:ill 1.16tI.:l:!7! 1.1000.~lO 

I I 

• Tb. fignnlll pa.en.lb' tel .. to \be ..... lloadaJ ia tbe ..... u.. bat ia .... c:uea to • 
.. k .. ri","l". 

t Firul"M inllullCl by .tr .. Ha of Rrib of nil..,. ~ 
:. Gonnl ...... _i.i", dis,." illl pr'OfI'e& 
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TABLE B.-Pereento" .. UnemplO1/.d amon" In8lM'eG Workp.ople in (heat 
Britain. 

Date.· 1921. 1922. I 1923. 1924. 1925. I 1926. 
I 
I 

January ... 11'0 17'5 13'1 l1'8t 11'1 10'8 
February ••• 12'9 16'9 12'2 10'5 11'1 10'2 
March ... 15'0 15'8 11'5 9'7 10'8 9'5 
April ... 19'9+ 15'6 11'3 9'5 10'6 8'9 
May ... 23'0+ 14'4 11'1 9'2 10'6 14'21 June ... 21'91 1S'5 11'2 9'2 11'6 14'6 
July '" 17'4 12'9 11'4 9'6 10'8 14'4 
August ... 16'1 12'6 11'7 10'3 11'~ -
September •. 13'9 12'5 11'6 10'5 11'7 -
October 14'3 12'4 11'6 10'8 11'1 -
November .. 16'9 12'8 11'4 10'7 10'7 -
December .0 17'7 12'6 10'5 10'6 10'1 -

• The figures generally rdak tu the last llonday in tbe mont!:, but in lOme cales to a 
week earlier. 

t Figures inflated by eft'ects of etnke of railway enginemen. 
::: General coal-mining dispute in progreu. 

N ote.-In any close examination of the figures in the above tables, 
it is necessary to pay regard to the effects of various legal and administra
tive changes. (See the Committee on Industry and Trade's Swrv.y _/ 
b,d",trial Relation.; pp. 228-230.) 

APPENDIX IV. 

POST OFFICE AND TRUSTEE SAVING BANK 
DEPOSITS. 

Statement of amounle standing to the credit of depositors at the end 
of each year from 1913 to 1925, inclusiv~ 

T ....... I (B).-POST OBIVB SAVlli .. S BANE (GBBAT BBlTAur). 

y ..... end.6-3bt Amount, including infer.,f, 
December. danding fo .redit 0' all 

1913 
1914 
1911; 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 

• .~ 

open aceoun" af C/O,. 0/ 
fhe 1/ear. 

.... £ millions. 
114-1 
117-8 
114·5 
ISH 
192·1 
222·6 
252.1 
252-4 
250·3 
254-0 
26H) 
269·0 
214·8 

The fignrea for 1919 are exeeptional beea""" they inclade opecial tran. 
aactiona in connection with the payment of gratuitiea to deJDObili.d men 
of the Navy, Army and Air Force. 
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TABL8 I (b).-TRl1STBB SAVINGS BANKS (GIlBAT BRITAIN). 

Year ... cl.d 20tll BaUmee due to DepoaitOf" 
N o~.",b... Gt clo.. 0/ til. 1Iear inelud. 

1918 
1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 

. Year ended 
8lat March 

-

• 1919 
1920 
1921 
1922 
1923 
1924 
1926 
1926 

.. , 

ing l"t ... st Earned. 
£ millions. 

51·6 
61·4 
48·9 
61-2 
49·9 
68·1 
68·6 
71·6 . 
69·6 
71·8 
76·0 
77·' 
78·6 

TABL8 n.-NATIONAL SAVINGS CuTJJ'IOATBB • 

NumberofOer· 

• "u"""'" '''."1'''-'· ~ tifloatee taken OBtee token out OBtee repaid holden at en 
out(in£unito) (purohaoeprioa) (prinoipalonly) ci~'=~":-

each year. eoob year. each year. rnedintereot)." 

£ £ £ 
126,849,959 97,921,218 8,700,001 288,471,000 
92,288,1'89 71,519,471 h,949,700 297,640,000 
58,156,062 41,196,948 29,741,245 819,995,000 

120,434,780 98,886,955 86,198.731 886,965,0()() 
49,698,813 89,676,050 27.966,804 418,841.000 
66,608,996 46,207,198 82,915,600 «6,189,000 
40,281,980 82,226,644 29,529,291 458.835,000 
48,894,587 85,116,680 ! 28,378,OU 475,575,000 
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APPEN
TABLES SHOWING THE NATIONAL DEBT AT 10' APRIL, 1914; THE. AMOUNTS 

PROM THAT !JATE TO 31sT MARCH, 1926;' AND THIl: DEBT O. 31sT 
TABLE I . • howing tM changes i" the National 

£ thousands 

.. 

.. 
-

Pre-war funded debt { ... ... 
Terminable AnnuitieR ... ... . .. 
Excbequer Bonds ... ... 
3.% War Loan, 1925-28 ... 
4.% War Loan, 1925-45 ... 
5% War Loao, 1929-47 ... 
4 % (tax-compounded) War Loao, 

1929-42, 

% National War Banda ... 5 
4 % (tax-cOmpounded) National 

Bonda. 

% Funding Loan, 1960-90 
• 

... 
% Victory Bpnda ... ... 

4 

4 

W 

N 
o 

ar Expenditnre Certificates .0. 

ational Savings Certi6cateB 
ther d.bt \Bterhng) ... 

reasury Bills ... T 
W ays and MeaDS Ad nmces 

Floating Debt (net) 

... 

... 

... 

... 

... 

War 

f ... 
... 
... ... 
... 

T otal Internal Debt (including Floating 
I1ebt net). 

E xtornal Debt (caah) ... ... 

T 

~conversiOD8) .•• ... 
set-offs, etc.) ... ... 

Total ... ... 

otal Debt:-
Created or redeemed for caab 
Conversions ... 
Other tranoactiono ... 

.,. I ... j ... I 
1 ... 

I 1914-16. 1916-16 • 

... --.-.~ - -' -----~ 

. Debt on I Debt Debt Debt .J Debt 
J .A pril. I oreated redef'med .... ted I "d"mad 1914. I (1) for (I) by (I) for (I~ by 

I casb (2) cRsb (2) ••• b (2) ... (2) I by con- byeon- by byCOfl" 
fler.ion., ffernon.. t!01i11e,.,ion6'1 l1er.iom. , 

. .£ 000 .£ 000 .£ 000 I .£ 000 .£ 000 
586,718 - 3,428 . - 394 

- - - i - 284,488 
29,552 - 1,511 ! - 1,882 
20,500 50,000 3,105 I 155,371 45,735 
- - - - -

I - 350,000 909 - 148,648 
I - - - - 137,489 

I 
- - - 587,196 834 
- - - 313,635, -
- - - . -
- - - - I -
- - - - -
- - - - -
- - - - -
- - - - -
- ~. - - -
- - - - -
- - - - -- - - - -
- - - - -
- - - - -- - - - -
- - - - -
- - - 1,387 -
- - - - - I 

13,000 64,150 - 489,676 - 1 
1 - - - 19,896 - I --

509,572 1 13,000 64,150 - -
649,770 464,150 8.953 J ,567,161 1599,598 j 

• - . 
-
-

-

, 
60,617 -- I--=J -

- - -
- I - - -

( 

~ - ! 
" 

60,617 ---
! 

1464,150 I 
-8,9.3 :1,314,143 197,693 

818,885 401,906 

TOTAL ••• .../&49,770 464,150 i 
! 

8,953 :1,627,178 699,598 , 

.. ·1 r • r • 
, 

Total Debl at 31s1 March 1,104,967 2,133,147 
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DIX V. 
OP 1'HE VARIOUS LOANS ISSUED AND REDEEMED (DISTINGUISHING CONVERSIONS) 
MA.ROB, 1928; TonK'rHEK WITH NC?TKB ON THE PRINCIPAL }..oAKS IPSUED. 

D.bl!.om 181 April, 1914,'0 3Ial March, 1920. - . 
Ihroughout. 

1916-17. 1917-18. 1918-19. 

----,-----1-----
D.bt I Debt Ueb. 

oren.tod redeemed oreat.ed 
(I) for (Il by (I) for 

DO.II (2) ... h (2) ••• h (2) 
by by by 

C)Ohll'NWII" conIHu·,wli •• cunl1~r·,&on,. 

£ 000 

94Q,602 
77,086 

966,6:; 
1,100,580 

22.668 
29,780 

29,879 

78,100 
710 

1 

£ 000 
6e6 
87 

2,114 
1,289 

672,988 
27 

1 
467 

879,588 
290 

G,&IS 

- 108,121 
197,630 -

£ 000 

8,348 
1147 

621,008 
17,688 

119,686 
1,138 

68,268 
40l 

6Q9,739 

-----1-------,--
Dob. 

redeomed 
(1) by 

.. ,b (2) 
by con .. 

ver,ion ... 

£ 000 
67 

2,141 
12,069 
14,427 

1 

8,851 
97,639 

46 

8,674 

1,284 

ili.2M 

Debt Debt 
crea.ted 
(1) fur 

... b (2) 
by 

COftv,,,iOftl. 

l'edeemed 
(1) b)' 
... b (2) 
bycon~ 

lIer,ion •. 

£ 000 

= \ 
1,699\ 

8,989 
969,026 I 

4,725 
82,774 

110 

- I 

89,222 
83 

£ 000 I, 
102 ; 

1,268 i 
6,091 
B,981 

1,791 
28,082 

43 

66,164 
1,520 
3,167 
8,969 

22,891 
&8 

3 
, 

- I 16,208 
262,721, -

----,-- --·1----1---1----
94,609 - 246,618 1 

1919-20. 

Debt 
oreated 
(1) for 

• OBb (2) 
by 

conlln-,ion •. 

£ 000 

67,216 
99,6811 

4,1118 

7.886 
41,347 

259 
8,216 

6 
288,967 
120,144 
287,919 

71,81& 

Debt 
Debt outstanding 

redeemed on 
(1) by 8lat Morob, 

... h (2) 1920 • 
by con· 
w",ion •. 

£ 000 
2,676 } 

1,332 
109,166 
122.088 

1,648 
38,795 

22 

- 57,125 
180,177 

3,699 
18,686 

178 

£ 000 

914,952 

19.914 

918,576 -

62,745 

12,805 

1,976,795 

_ 64,142 

1,294,64G 

181,205 

408,933 

959,632 

71,619 24,960 278,Ml 
2,268 1,371 295 

101,460 1,068,696 
260,105 204,887 

~·--'I--I---
148,646 1,268,683 

r.,7S6,426 1,163,678 1,814,026 I 80,821 1,892,000 1l!6,I06 I,06f>,101 665,451 

\827,726\ ~I,m I 708~~~ ! 8~~ 6:~~ :~= ~4~940 266~95 
6,559,031 

1,278,719 

.1,1lOT,4<I81,1~&,1I10 Il1,lIlS 111111 JIJ,Gl'O ~ 39,60:# IOJ U7 SIJ8,SU 

! 827,7i6\~~~.l~~900 i 81,701 689,21Jj242,011l 242,940 265,796 

!1,&,.'>,743 i 25.9411 ~oos,7911 143,405 1,89i.581 11143.227 1,0(14,494 642,678 II 

. - - - -, - j88,289 -

8,003,1Sl il,I84,8r.i m,926 Ib'll,b.."i 11,931,217 !~368,-. -1-18-+]-,llI.-)8-,(M-I +9-1-1'-24-6~1i-7-,89-I-'7-44 
. - - . ----_. __ .. _----- -
'~~,H6 '----.-. -~'I' 

'W) _ 6,Si .,860 ~ 7,-IM,949 
. - • t \ 

7,891,744 
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-

P ..... war funded debt ... ... .. 
Terminable Annuities ... ... . .. 
Exchequer Bonds ... ... .{ 
3196 War Loan, 1925-28 ... ... 
4196 War Loan, 1926-45 ... ... 
696 War Loan, 1929-47... ••• t 
496 (tax - oompounded) War Loan, 

1929-42 

59» National War Bonda { ... 
496 ~ax-<ompounded) Nation.1 War t 

onds 

3196 Conversion Loan ••. . •• 

496 Funding Loan, 1960-90 ... ... 
496 Victory Bonds ... .,. . .. 
National Savinga Certificates ... ... 
Treasury Bonds ••• f ... ... 
4196 Conversion "oan, 1940-44 ... 
Other debt (sterling) ... ... '" 

Treasury Bills .•• ... ... ... 
Ways and Means Advan ... ... . .. 

Floating Debt (net) ... ... 
Total Internal Debt (inoluding Floating 

Debt net) 

Externa1 Debt (cash) ... . .. 
~coDvenioDB~ ... .. 
set-off., &c. ... . .. 

Total ... ... . .. 
Total Debt :-

Created or redeemed for cuh ... 
CODversioDl .0. ... ... . .. 
Other transactioD!! .•• ... . .. 

TOTAL ... ... ... 

Total Debt at 31st March ... ···1 

TABLE II. 'howing the chang •• in the Nali_& 

(£ th .... and. 

1920-21. 1921-22. 

Debt on Debt Debt Debt Debt 
1st April, <Tooted redeemed created redeemed 

1920. (i) for !!J.bf. (i) for (It br. 
cash (ii) e (Ii) c .. h (ii) ... (ii) 
by con· by con· by ..... by ..... 

"tr.ionI. tlW'io1Is. Il'lIIr.ion#. tler,iom. 
, 

(£000) (£000) (£000) (£000) (£000) 
314,952 - 116 - 314 

19,314 - 1,616 - 1,607 
318,576 - 29,012 - 60,979 
- I - - 62,941 
62,745 - - - -12,805 - - - -

1,976,795 - 48,145 - 41,844 
- 84 - 10 -
64,142 - 3ao - 1,662 
- 8,211 - I -

1,294,640 - 51,533 - 12,287 
- 8,738 79 11,980 201,976 

181,205 - 14,991 - 9,860 
- - 8,213 - I 
- - - - 2 
- - - 268,088 -

408,933 - 2,910 - 2,996 
359,532 - 1,797 - 1,869 
273,541 41,196 29,741 93,164 36,194 - 23,143 - 338,797 -- - - 90,889 -- - - - -

2,268 382 57 - 504 

1,058,696 .29,996 - - 215,078 
204,887 - 60,398 - 7,187 , 

1,263,583 - 20,402 - 222,265 

6,553,031 74,757 203,941 800,877 637,099 

- • 40,057 145,138 1,500 63,809 
- - 0,968 - 10,684 
- • - 6,116 - -. 

1,278,713 40,057 157,207 1,500 74,398 
j , 

- 104,778 345,787 433,461 445,991 
- 10,038 9,245 888,918 286,501 
- - 6,116 - -

7,631,744 114,814 361,146 802,377 711,492 

I' • ·I~-. 
. 

£7,685,410 i £7,676,295 
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D.blfrom 101 April, 1920, 10 8111 Maroh, 1926. 

Ihroughoul.) 

19211-211. 1928-24. 1924-2~. . 

Dobt Debt Debt Dobt Debt Debt 
created redeemed areated redeomed oruted redeemed 
(I~ for (i~ bli (i, for !l. b1. (i~ for (il b1. 

OBI (U) ... (I) ... (il) (Ii) OBI (Ii) oaah (11) 
by ~on .. by c;on- by.,.... by ~on .. by ~O,... by.,.... 

"".,iON. "f',wtUI . ......... "'1'110"'. Hr"OnI. "enWftl. 

(£000) (£ooOl (£000) (£Oool (£000) (£0006 - 80 - 19 - 26 
- 2,510 - 229 - 898 
- 20,887 - 26 - 52,686' 
- 14,411 - - - 82,080 

- - - - - 81 
- - - - - -- 8,471 - 4,888 - 6,260 

141,011 - 14,119 - 40,366 148,401 

- 1,178 - 6 - 1,096 
846 - 945 - 1,086 -- 48,868 - 52,682 - 6,896 

IIl,31S 11114,011 11,651 81,948 8,608 88,848 - 288 - 22 - 35 - 646 - 946 - 1,086 - 9,886 - 17,889 69,660 16,960 
4111,3111 - - ~ - -- 2,581 - 2,686 - 2,887 

- 1,945 - 2,022 - 2,103 
89,848 27,967 45,218 82,916 82,226 29,529 

158,526 - 84,530 - 17,880 2 
14,1184 1114,6111 11,478 - 114,803 -- - - - 1110,681 -- 886 - - - -
- 257,604 - 27.690 - 12,710 

46,596 - - 7,742 - 19,571 

- 211,008 - 85,432 - 82,281 

808,947 779,8W 168,896 .lSO,829 889,665 419,703 

28 28,807 .,ISO 19,614 3,700 4,726 - 18,830 - II,jS3 - 8,IS7 
109,597 - - 12,103 - -
109,620 42,687 USO 88,970 3,700 7,915 

198,992 849,975 89,878 167,549 113,416 154,559 
810,sr8 41'.4111 811,158 85,147 l/79,9411 1178,057 
109,697 - - li,IOS - -
918,567 822,466 173,026 264,799 893,865 497,616 , 

" 1926-26. 

Dobt Debt 
created redeemed 
(ih for J!~ ~~) ... (il) 

by by 
contfer'.rio",. con,er,ion •. 

(£000) (£000) 
- 253 
- 414 
- -- -
- -
- -
- 8,578 

60,646 -- 8,198 
1,241 -- 18,859 
8,619 51,614 
- 88 
~ 1,241 

70,000 18,916 - -- 2,965 - 2,187 
85,118 28,378 
6,428 24,146 - -- -
- -
- 10,755 
- 27,144 

- 87,899 

186,118 205,787 

- 4,982 - 5,900 - -
- 10,882 

111,541 145,808 
74,5711 70,7111 
~ -

186,118 216,569 

, 
• . 

'- £7,sSo,6!S ' I ' £7,Ms.S7! '\ 

, , • £7,772,896 ' £7,615,916 

17 

Dobt 
outstandiJIg 

on 
810t llhroh, 

1926. 

• 

(£000) 
318,505 

} 
12,640 
15,640 
62,714 
12,806 12,044,058 

64,915 

I 662,910 

142,790 

} 760,016 
891,909 

} 
847,609 
876,575 

481,432 
210,587 

1,753 

564,855 
189,441 

704,296 

6,505,148 

---
1,110,768 

-
--

7,616,916 

I 
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TABLII I1L-Int.rool Debt ail .311t MMok, 1920, 'kowing tke datu 0' 
maturity of tke ,ev.ral loa .... 

Security. 

£ £ 
1920-21 5% Excheluer Bonds, 1920 ... 25,238,735 

6% " 1920 ... 2,987,5Q8 
6% Swedieh One-year notes ... 191 

---- 28,226,434 
1921-22 5% Excl'equer Bonds, 1921 ... 71,982,250 
1922-23 5% " 1922 ... 35,980,642 

5% National War Bonds, 1922 203,231,307 
5% Exchequer Bonds (Japau .. e 828,000 

Ships). ---- 240,039,949 
1923-24 5% National War Bonds 393,494,669 
1924-25 5% " • ,. 26,369,519 

51% Exchequer Bonds 166,746.985 
1V3,1l6,504 

1925-26 5% National War Bonda 30,236,284 
1927-28 5% .. .. 212,523,757 

4% .. .. 101,676,9RO 
3t% War Loan 62,745,476 

------ 376,946,213 
1~28-29 5% National War Bonds 428,784,368 

4% .. .. 79,528,227 
------ 1i08,312,595 

Total to end of 1928-29 1,842,354,898 
1929-30 3% Exchequer Bond .... 15,640,000 
1933-34 5% Straits Settlem.nts Sterling Loan 1,371,000 
1942-43 _ 4% War Loan, 1929-42 64,141,643 
1945-46 4j% War Loan, 1925--45 12,804,541 
1947-48 5% War Loan, 1929-47 1,976,795,369 

4% Victory Bonda 359,531,845 
, 4% Funding Loan 408,933,375 
. CODBols, &c. , 314,952,215 
Terminable Annuities ... \ 

19,313,709 
Treasury BiU. ... ... .... .. . J ,058,696,000 

-' Ways and Means Advances 204,887,000 
War Savings Certificates 

OJ' 
::: I 273,540,R 15 

Loana free of interest ... 68,4R5 

Total Internal Debt ~ £6,553,030,895 

(For a comparative statement as regal'ds unfunded debt (excluding 
Floating D.bt and oertain long-term Joan.) aa at the 31.t March, 19'HI, 
Ie. Table A in Appendix VII.) 

NODII. 

The following DOtes mow brief particularS of the various loau included 
in the foregoing tables and are supplementary to the particuiars of oon .. 
versions and redemptions given in the Oommittee'. Report. The totala 
shown in these notef for individual loans are in several cases 8pread over 
more than one year in the tables. 

1. Tkree-and ..... Hnll per ce .. t. War Loa ... -The first Joan Boated for th .. 
purposes of the War was the 3i per cent. War Loan, iS91led in Novem. 
ber, 1914, at £95 per cent. for the bed amount of £S6O millions, and 
redeemable on the 1st March, 1928, or, at the Government'. option, on 
or after 1st March, 1925. Con ....... ioD privileges into 4t per oent. War 
Loan were subsequently o:lfered, and the exercise of theM, together witb 
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variou6 repayments, left the amount outstanding on the 31st March, 
19"~O, at £62,746,000. In 1924-25 £81,000 01 tbia otock was translerred 
for the purchase of life annuities and cancelled, ·reducing the amount 
outstanding to £62,114,000 on Slot Marcb, 1926. 

2. Four-and-a-Hall per cent. War Loan.-The 41 per cont. War Loan 
was issued at par in June, 1916, a small advantage being given in the 
first interest payment. This loan is redeemabJe on the 1st December, 194.3, 
01', at the Government's option, at any time since the 1st December, 1925. 
No limit of subsoription was fixed by the prospectus and the amount of 
stock 8ubscribed for oa.sh was £587 millions. Subscribers to this loan 
were given the righ.t to convert into it, in respect of each £100 sub
scribed, stated amounts of 8t pel' cput. War LoaD, 2i per cent. Consols, 
2~ per cent. and 2~ per cent. Annuities, In re,pect of such oonver8ions~ 
£138 milliona of the new 10Bn were iNued in replacement of Funded 
Debt, and £176 millions in replacement of 8! pel' cent. War Loan, thus 
bringing the total issue up to £901 millions, 

Holdors of .tbe 4i per .. nt. War Loan wo'" olso given tbe rigbt to 
tender the new loan at par, plus accrued interest, as the equivalent of 
cash for the purpose of subacrihing to any future issues for the purpose 
of carrying on the War (other than issues mode abroad and Exchequer 
Bonds, Treasury Bills or similar short-dated securities). The great bulk 
of the loan waa subsequently converted under this provision into the 
S per oent. War Loon is8Ued in 1917. On the Slst Morcb, 1920, tbe 
amount of the loan outotcnding was £12,806,000, at wbich figure it still 
stands. 

S, Ezchequ.t'" Bo"d.s.-VariouB 1SSU81 of Exdl8quflr Bonds were made 
during the ,Yenrs 1914-15 to 1919-20, oarrying in all 0&888 the rigbt to 
l'OD\'('Irt into lubsequent war iaaUM, 

The issues were as fonowa:-
~~--.---------~--------

Date of il8ue. Terms of issue. 

I 

M.rcb, 191& ... 1 Sq(, by tonder .. . 
Deoomber, ISlb ••• bq(, at par .. . 
June, 1916 ... I bq(, a' par .. . 

• 
Ootober,1916 
J.pr.I,1917 

, 

. 6'" "' par ; bq(, al par 

Redeemable on 

24,b March. 19:10 
lot Dec., 1920 .. . 

15th Oct., 1919 .. . 
5t.h " 19:!1 .. . 
16,h Feb., 1 ~2O .. . 
II' April, 1922, 

with opt.ion \0 
bold.", to call 
for repaymf'Dt. 

_ on 10,00'.,1919. 
MlU'Ch-June,1918 • S~ al par ••• 2~Ut JUl,.19SO ... 

, ~In exchange for RuBBiu lioverQ-
I ment. and Com.mercial TreuUI'J BIlls). 

Jlllluary,192O ... ' 61~ al par ••• III Feb., 1926 
(with option to 
holder. OD. giving 
• year'l notice, 
to obtain I't'r-Y- , 
DWn" in 19221 I 
19"-8 or 1!l:!4). 

Amount issued 
(including 

ooDversions ). 

£ 
50,000,000 

238.tll5,105 
~8.5;3,7oo 

135,51,6,000 
161,OUO,525 
82,274,4.'15 

15,640,000 

I66,H8,I35 

A.I shoWD ill the Section of the Repon dealing witb conTerSiona, • 
lara- &BlOUDt of these Bonds wu at maturity converk"Cl iuto other loaD&. 
The only issne outstanding on Ute 31 .. Ma",h, 1_, .... that of 3 per 
oento E:scb"luer Bonda maturing in 19:10 (£15.6.0,000). 
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Two important privileges were first given in connexioD with the issue 
of Exchequer Bonds in March, 1915. First, the Bonds and the intere.olt 
payable t.hereon were exempted from all British tnxation, present or 
future, where the beneficial owners were neither domiciled nor ordi. 
narily resident in the United Kingdom. This privilege waa attached to 
all later loans (except in so far as inapplicable to tax-compoundt:1I1 
issues) up to and including the issue of 51 per cent. Exchequer Bonds, 
1925, on the 19th January, 1920. Second, the dividend.. were not 
liable to deduction of Income Tax at the source, although indrdduala 
liable to tax were required t.1 include such income in their returns. 
This privilege attached to all subsequent issues (with an exception RS. 

regards tax-compounded issues) up to and including the 4th aeries of 
N "tional War Bonds. 

4. Five per cent. War Loam and Fuu'f per cent. (Income: ':loa com,.. 
pounded) W .... Loan.-The third great War Loan was offered in Jannary, 
1917, in the form of a 5 per cent. Loan iBBued at £95 per cent. and 
redeemable at par on 1st- June, 1947, or, at the Government's option, 
on or after 1st June, 1929, and of a 4 per cent. Loan (Income Tax com
pounded) iBBued at par and redeemable on the 15th October, 1942, or, 
at the Government's option, on or after the 15th October, 1929. The 
4i per cent. War Loan and various' Exchequer Bonds were, under ~h~ 
rights given at the time of their issue, accepted 88 the equivalent of 
cash for the purpose of subscribing to the 5 per cent. War Loan; i r; 
addition Treasury Bills and War Expenditure Certificates were similarly 
accepted, under disoount. . 

The amount of the two loans issued under the prospectus W88 aa 
follows:- • 

For 08sh ... 
For Treasury BilJs, &c., surrendered 
For 41 per oent. War Loam oonverted 
For ~xcheq.uer Bonds converted 

5 Per cent. 
War Loan. 

£ 
844,802,000 
130,205,000 
820,346,000 
280,461,000 

4 Per emt. 
War Loan. 

£ 
22,046,000 

612,000 
23,199,000 
6,661,000 

£2,075,814,000 £52,418,000 

An extension of the taxation privileges ~.rded to bolders abroad w38 

made in connenon with the 5 per cent. loan, dividends beiDg e:sempted: 
from British Income Tax by reference to the single test of ordinary 
residence, without regard to the question of domicile. This conoesaion 
was repeated in the c ..... of later iBBUes (otber than tas-compounded) 
down to and including the 51 per cent. Exchequer Bonds issued in 
January, 1920. 

Two further special features of theee iseues should be noted-the pro
vision of a form of Sinking Fund, and tee acceptance of the stock and 
honds in payment of death duties. . , 

As regarda the former, the prospectus undertook that, for the purpoee 
of providi ng against depreciAtion :i.n the market prices of t~ loana, the 
Treasury would Bet aside monthly a. sum equal to one-cnght.h of one 
per oent. of the amount of each loan to form a fund to be need for 
purchasing stock or bonds of either loan for cancellation whenever the 
market price fell below the issue price. Such monthly payments were 
to be BUBpended whenever the un8Zpended balanoe of the fund-ilommonq 
knOW.D 88 the Depreciation Fund-reached £10 millions, but we,re, to be 
resumed as 800D as the unexpended balance fell belo", £10 m'll" ..... 

Under the second provision stock and bonda of these loana ere 0008pted 
by the Inland Revenue at their iasoe prioea, with due allowance for 
accrued interest, in satisfaction of amounts due on account of death 
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dutie., provided IUch stock and bonds have formed part of tbe estate 
of tbe deceased for a period of not I... than Bix months immediately 
preceding the date of death. 

I .. u .. on account of tbe Depreciation Fund prior to tbe year 1920-21 
were met out of fresh borrowings, and, tdlerefore, while they reduced 
the amount of tbe 5 per oent. War Loan by.bout £88 millions, they 
did not .... tually reduce tbe total debt. The operation of this Fund 
together with cancellation of bonda tendered for dutiee, pertly offset 
by the creation of a further Imall amo11llt of stock in respect of National 
War Bonds converted, reduoed tbe 5 per cent. loan to £1,977 million. 
on the S1st March, 1920. 

In subsequent year. the converBion of National War Bond. added 
.ery substantially to the amooot of this stock, some £328 millioDl 
having been created fcr tbis purpose up to tbe Slst March, 1926. On 
the other hand, in the year 1924-26 an offer of conversion into 4i per 
cent. Conversion Loan was aooepted to tbe extent of £148,407,000 
6 per cent. War Loan. Til ... transactions, combined with tbe effects 
of tho Depr .. iation Fund and deatb duty provisicns, left tbe out.. 
standing 5 per cent. loan at £2,044 millioDl on tbe S1st March, 1926. 

The , per cent. iuue was increased and reduoed by operations 
aimilar to those on the 6 per oent. loan, with the result that on 
Slst March, 1920, it stood at £64 millions, and on Slst March, 1926, 
at £65 million •• 

6. NatiOflai War B....u.-The bulk of tbe borrowings in 1917-18 and 
tlje followinll ,...... were effected by the continuous isme of National 
War Bonds. The tint eeriee were issued in October, 1917. Three 
ol898P.8 of 6 per oent. bonds were offered, being respectively repayable 
at 102 per oent. on lot October, 1922; at 103 per cent. on 1st October, 
1924; .. nd at 106 per cent. on 1st October, 19'27. A fourth 01 .... W&l 

of <I per cent. (Inoome Tax oompounded) bonds repayable at par on 
lot October, 1927. The price of issue for all the bonds ...... par. 

In March, 1915, a _ond aerieo wao placed on II&ie similar in all 
respects, eave that the dates of redemption were ail[ months later, vis., 
lot April, 1928, 1925 and 1928. A third eeri .. followed in September, 
1918, of which the terms differed only in regard to tbe date of ceroiae 
of tile oonversiOD privileges mentioned below, and the price of i.aaue of 
tbe tu .... mponndeel bonda, which wao raiBOd from par to lOll. The 
nodemption dat .. were 1st September, 19'.23, ;'92,5 and 1928. 

Til. fourth and final aeriee of National War Bonds was iMueel in 
J ... ua.", 1919, consisting of two II per ceDIi. iMueo at par. redeemable 
respacti..Jy at 102 per oant. on 1st Fehrnary, 192<1, and 105 per oenli. 
on lat Febrovy, 1929, and a , per cent. (Income Tax compounded) 
i .. u8 at lOll per .. nt. redeemable at par on the 1st February, 1929. 

The total amount of tbeee bonds i .. ued for caoh over tbe period 
October, 1917, to Jnne, 1919 ..... £1,732 millions. In addition, hold ... 
of <ll per oenli. War Loan 1920-45 and of nrioaa u..u. of Exchequer 
Bonds were all_eel to oonvert into the National War Bonds (enepting 
... rtain of the aborteot.dated iMutlll) .on tenna correopooding witb the 
....... iMu... £100 of War Loaa or Exchequer Bonda being regarded ao 
equivalent ., cash. Under..... OOIlftl'BiOD optioaa, National War 
Bonds were iasuod to the amount of £28 millions, replacing £5,628.000 
4l per ..... \, War Loan and £17,46l1,000 ERhequer Bondo. The 
total i ..... of National Wa. Bonds ... th ... £1,755,000.000. 

With the _ption of the bonds of the t-rth eeri ... hold ... of 
National War Bond. were Ii- lila right aDder tbe p,_'na ... 
... n ... n their hoIdin(lll a' certain d.... into 1\ per """Ii. War ~ 
1\129.<17. at the rate of £100 of that loan for each £96 _in-I 01 boada 
au.rancHol'<'d. A mlllilar optioa to convert into the , per cenli. W •• 
Loan, 192Q..t1, at par, .... Ii- to holdera of the tu: __ nded 
N.tional 'l\"ar Bonds. M............. holdings of bonda of the lim """'" 
os,; ... t'O"ld be -.Jered a' par .. the equiT&!en\ of oaah for ... boori .... 

• 
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tiona ~o future war issues (excluding short-dated issues), and bonds of 
aU series were made acceptable at their nominal value by the Commi8~ 
sioners of Inla.n.d Revenue in payment of death duties a.nd EXC6sa Profits 
Duty, proyjded that the bonds had, ito the one caSe, formed part of 
the estate of the deoeaeed for at least six months immediately before 
the date of death, or, in the other case, that they had been held by 
'the firm liable for a period of six months before the duty became due 
and payable. 

• 
Up to the 31st March, 1920, about £128 millions of bonds were 

surrendered in payment of duties, and conversions (:i.ncluding tender 
as subscriptions to Victory Bonds and Funding Loan) further reduced 
tille amount outstan-di.ng by £151 millions. The total reduction of 
£279 millions thus left the amount outstanding on 31st March, 1920, 
at £1,476 millions. Repayments on maturity and further conversiona, 
includi.ng special offers of exohange into Treasury Bonds and 31 per 
cent. Conversion Loan, had by 31st March, 1926, reduced the total 
outstanding to £705 millions, of which £143 millions represented the 
4 pel' cent. (In~me Tax compounded) issues. 

The amounts of the several issues 
were as fo~ow8:-

Fi11e pe~ cent. Bonds repayable 
1st Oct., 1927 
1st April, 1928 
1st Sept., 1928 
1st Feb., 1929 

outstanding on 31st March, 1926, 

£ 
158,116,141 
122,283,334 
189,820,025 
92,690,565 

Four per cent. (I"come Ttn compoonded) 
Bonds repayable 

1st Oct., 1927 
1st April, 1928 
1st Sept., 1928 
1st Feb., 1929 

79,98.3,254 
37,385,098 
20,612,713 
4,808,565 

£705,699,695 

6. Four per cent. Funding Loan and Four per .... t. VictOT1/ B01UI,.
The final big loans raised to meet expenditure were issued in June, 1919, 
in the form of the 4 per cent. Funding Loan, '196()'90, Bnd the 4 per cent. 
Victory Bonds. The Funding Loan was iasued at 80 and the Victory 
Bonds at 85. In each case a specific Sinking Fund is attached to the 
loan, equivalent each half-year to the difference between the interest pay .. 
ment for the half-year and 21 per cent. on the nominal amount of the 
loan origina.lly created nnder the prospectus. In the case of the Funding 
Loan, the Sinking Fund is applied to toe purchase and cancellation of 
stock while the loan is below par, but may be invested if the price riaes 
above par. Any outstanding ba1J.nce of the loan is to be repaid at par 
on the 1st May, 1990, while the dovernme'nt has an option to repay on or 
after 1st May, 1980. In the ca.se of Victory Bonds, the Sinking Fund u. 
applied to annual drawings at parJ a procedure which will completely 
redeem the loan by 1376. • 

Both loans are accepted by the Commissioners of Inland Revenue in 
payment of death duties, upon conditions laid down in the prospectuaea, 
the Funding Loan at its iuue price of SO, and the Victory Bonda at par . 

....:. Holdings of the 41 per cent. War Loan, variou. Exchequer Bondi, and 
"the first three series of National War Bonds were, in accordance Inth the 
rights given at the time of their issue, accepted at par in payment for 
these two issues. The total i88Ue of Funding Loan wsa £409 million. (of 
which .£289 millions was for cash and £120 million. in respect- of National 
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War Bonds, &c., converted) and the 'operation of the Sinking Fund, and 
other minor cancellations had reduced the amount outstanding to £392 
millions on 31st March, 1926. The iS81le of Victory Bonds for cash sub
scriptions waa £288 millions and in respect of converaioDR £71t millioos, 
making a total of £359l millions. Drawings at par had reduced the 
bonds outstandinll to £8471 miUio.ns on tbe 31at March, 1926. 

7. Natio1lal Sa.ving. Certifi.cate •• -In February, 1916, a aecurity with a 
I'JI>E'cial appeal to the smnll investor was placed on sale in the form of War 
SIn-ings Certificates, the title being changed after the War to National 
Snvings Certificates. The 8pecial features of this security are that it is 
repayable at any' time on demand by the holder (subjeot to certain 
restrictions in the case of minors), together with the interest earned to 
date, and that thfl interest is entirely exempted from Income Tax. An 
lmportant reatriction is that no individual may hold more than 500 
certificates in all, eave in certain very limited exceptions such as 
ilweritance. 

In the first instance the price of issue was IS,. 6d. for each certificate 
accumUlating to £1 at the end of five years. The price of issue has since 
bPen altered in accordance with varying financial conditions; for various 
reaaoDs also the period for which certificates may be heJd has been 
extended. At the llre98nt time certificates are issued at the price of 16,., 
acoumulating to £1 at the end of aill: years and to 24,. at the end of ten 
years, with a pro"ision that certificates may be held for ten years from 
the date of i .. ue of the laat-purehaaed oertiflcate of the same series . 
. During the 'War the 8Ble of Savmgs Certificates realised approximately 
£200 millions. From the end of the War up to 31st March, 1926, a 
fUI·ther 8um of about £398 millions was raised by thi8 means, En('ash· 
menta of oertilknte .. up to the same date amounted to £223 millions, 
ncluding the intereet paid thereon. The total outstanding on the 31st 
MardI, 1926, woa thua £375 millions. 

It is to be not...! that SAvin!,,,, Certilicates figure in the debt aooounts 
at their purchase price. Budget provision for interest is made only to 
the ext.ent to whirh it is antioipated that interest will actually be paid in 
the year on certifioates preae.nted tor repayment. A note in the Finance 
.4.voounts shows, howe~r. the approximate liability for interest aocumu ... 
I.ted but unpaid. 0" \he 31at Karch, 1926,. IUch interest was eatim.ted 
at £100 milliona. 

Hold ... of oortifioatea of the &m series have reoently heen gi .... n the 
following OptioDl:-

(i) to "" .. tinue to hold their certificatsa until 31st Karch, 1932; 
(ii) to convert aU or a~ part of \heir holdings, not being lesa than 

£50, into 'I per oen'. ConvenUo" Loan, 1940-44, at the market pri"" 
of the d"1; • 

(iii) pro~ided that part of \he holding haa reached the ten years' 
lDaturi~, ... 0011""" any part of \he holding, no' being lesa thaa 
£:10. in ... a opecial Sa'l'inp Bond. This Bond bean i,,_ a' , per 
...... t. pn annum, payable half-~l::r, ""d is repayable at £103 for 
eacb £100 nominal val ... teD years after the date of issue. It is also 
.ooashabl. at sil, month.' noti .. from an)' date ., par plua accrued 
ina-rest. Tbe m""imum holding is £500. 

~. fA ... ......., ... -H.df ........... t. C ............ z-.-Thia loan is \he ... Ie 
form of fundPd debt i .. .....t ainoe the War. It ia rep"1able ., par .t \he 
ol'tion nf the GoTer!1men1.. OD: three months' DOt.ice, OD or &her In. April. 
HlIIl. A Sinking hnd eq .. i\"aieD' to 1 per .... '- of \he amount of the 
loan outru."dinll ., \he end of .... balf-,...,. must, under the Finan .... 
Ael., 19:!1. be issued half.,.....q ... long as tbe ........ dail::r pn.:.e of tile 
I .... n for the balf-year is below £90 per ... n'- . 
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The various issues of this loan are referred to in the Sections of the 
Report dealing with conversion and repayment operatioIlB since 1920 and 
may be summarised as follows: - ' 

Conversion Amount of 
Prospectus of Terms. Loan Securities 

ReanitlDg Snrrendered. 

;£ ;£ 
26th April, ,1921 £168 Conversion Loan 

£100 N.W.B. 1922 
for 

£162 Oonverlion Loan for 
£100 N. W.B. 1923 266,085,713 164,067,322 £161 Conversion Loan for 
£100 N.W.B. 1924 

£ 160 Conversion Loan for 
£100 N.W.B. 1925 

11th July, 1921 £146 Conversion Loan for 313,201,453 214,621,544 
1st Oct., 1921 £1005196 TreasD17 Bonds 

1929 
18th Feb., 1922 £136 CODversion Loan for 19,688,214 14,476,628 

£ 100 Exchequer Bonds 

21st April, 11922 
1st April, 1922 

£134 Conversion Loan for 
£100 596 N.W.B. 1st 

94,482,098 70,509,029 

October, 1922 and 1st April, 
1923 

693,457,478 463,574,523 

Cash 

1st Jan., 1925 Issue for Cash (Tender) 69,660,000 
prooeedl. 
46,302,989 • 

Average price £77110/11'58 
25th March, 1925 Issne for Cash (Tender) 30,000,000 23,079,560 

23rd Sept., 1925 
Average Price £76/16/11'9 

Issue for Cash (Teod.r) 40,000,000 30,608,558 
Average price £76/6/0' 42 

... r 
129,660,OUO 99,991,107 

TOTAL IssUE 823,117,478 -

The operation of the Sinking Fund referred to above left the amount of 
this loan outstanding on the 31st March, 1.926, at £760 millioDl. 

9. 4t pOT .... t. C""~.rrio .. Loan.-No i88Ue of this loan has been made 
for cash. It is redeemable on the 1st Jul,,'1944, or, at the Government'. 
option, on or after the 1st July, 1940, upon giving three months' notice. 

The first offer of this steck was made on 1st April, 1924, to holders of 
:; per cent. War Loan, 1929-47, up to an amount of £200 millic:tn8, the 
terms being the exchange of £100 of 5 per cent. War Loan for £103 of 
Conversion Loan. About £148 millions of 5 per cent. War Low 1JU 
converted into £163 millions of 41 per cent. Convet'Bion LoaD.. An ofter 
waa also made on 15th November, 1924, to holden of 51 per cent. 
Exchequer Bonda maturing on 1st February, 1925, to convert into 41 per 
cent .. Conversion Loan at par, with a eaah payment of 21: per cent... in 
respect of each £100 honda converted. AI a result lOme £58 millioDl of 
Conversion Loan was set up. The amount of the loan outstanding on 
31st March, 1926, was £210,587,000, DO redemptiODl having been made. 
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10 .. Tr.a...." Bond •. -Several issu .. of th ... bonds have been made in 
and since 1920-21, either in oonnexion with coDversion operations or to 
provide for the repayment of other forms of debt. The various issues may 
be lummarised as follows:-

Term. of Red.emable Amount iSBUed 
PrOlpeotul. Issue. on (iooluding 

cODveraions ). 

£ 
( Minimum of 6% 1st May, 1936 (or lot 23,646,655 

-'~'''l 
with additional May in any ODe of 
inte ..... t up to 2% years 1925-1934, at 

BOth Oot., 1920 BOOording to ra.te option ehhor of the 
of diBCOunt on Government or of 
Treaaury Bill,. t, e holders, notioe 
Issued at par. being given in April 

of year preoed,ng 

11th July, 1921 ... } 
that of repayment). 

5l% at 97 1st April, 1929 ... 246,159,736 ht Oct., 1921 ••• 5t% at 98 
B~th Nov., 1921 ... 51% at 99 ... 15th May, 1930 .. , 134,741,018 

2ht Jan., 1922 } 
Mar., 1922ci at 

eeq.(Ten er). 

5% at 99 and by 
tender. lot FebruarYr 1927 ... { 41,102,437 

69,030,000 

" .. " .. "" } 22nd Feb., 1923 
(ooDveraioD 

41% ... 15th April, 1932 { 25,711,314 
otl .... ). ... .., 

95,655,000 
May, 1922 .t 

IOq. (Tonder). 

23rd Mar., 1928 } 4% .UUand byJ 

15th April, 1933 (or 115.000,000 at any time OD or 45,853.000 Api., 1928, et efter 15th April, 
eeq. (Tender). tender. l 1981, at opt.ion of J (to 31et Mar., 

Government oroly). 1926). 
15th Nov., 192 .... 4l% ( oonverai.on let February 1984 24,802,515 

othr). (or on let February, 
in anyone of 18&1'8 
19i7-1933, at option 
of the Government 
or bolders, not.ioe 
being given io Jan. 
uary of .,.... p .... 
GOding) • 

. 
Total £ 720,101,675 

Inveeton in the III per ,",ut TreUU1'1 Boods isroed in 1991 ....... UDder 
the prospect.... aiveu the rigbt to ooovert in 19911 into 8l per oen\. 
Convaroion Loan ., the rate of £146 of that I ..... for each £100 boodo 
surrendered. Tbe amouo, of TrMsu1'1 Bond. 00 oon-'ed ... £214 
milliona. By thia operation together with _all co.sb repaymento, the 
total outstanelinl .... reduced to £.at millioDO on the 81", March, 1996. 



APPENDIX VI. 

NATIONAL DEBT (OTHER THAN FLOATING AND FOREIGN DEB,['). 

CONVEHSIONS AND REPLACEMENT OF MA'l URITIES. 1ST JANUARY, 1920, TO 31sT MARCH, 1926. 
(Stat .... nl furnishsd by th. T,·8a".,.y.) 

-Debt maturing and 
corresponding cash 

iasue8 to repa.y. 
ConveraioIll!l. Reaulting Incr .... + 

or Decrease-. 
Premiums 
saved on 
National 

1-------,---------1--------,--------+--------,--------1 VVar Bonds 

Paid off. I Issued. From I To I principa\.l Inter .. t. converted. 

Ml.rch Qm.,.ter, 1920. 
16 Feb., W20. 6 % Exohequer Bondo, 1920, paid oft' ... 

61 % n n 1925, ilBued .. 
16 Feb., 1920. Conv.niona into 5t% Exchequer Bonda, 

1925:-

(£ 
thouBBnda) 

65,000 

(£ (£ (.£ (£ 
thouaands) thouaands) thousands) thouaands\ 

65,000 

(£ 
thousanda) 

}- 162 

• % " " n n" - - 21,546 99,582 - + 162 
8 % Exoheq .... r Bond., 1920, at par... - - 18,174} { - + 862 

6 % It It It ,i .•. - - 64,812 - - 162 

(£ 
thouaands) 

I------I------·I------~------I---·--~I--------------
65,000 65,000 99,532 99,532 - + 200 

1920-21. 
IDeo., 1920. 5 % Exohequer Bonda, 192~, paid off ... 

519b" n 1920, lssued 
5/15 yaar Treaaury Bouds issued ... - I 

25,200 
. 2,200 
23,000 

Couverltiml.. I 
6 % National VVar Bonda (100) iuto 5 % VVar Loan - I - 84 + 

at £ 105 .•. S.. . 
4 % National War Bonda (100) into 4 % War Loan - - 8,213 8,218 

at par.-

80 

17 

4 2 

10 51 'If. Gold. Bond. into. % National War Bonda - i - 5,952 6,788 + 786 + 
($1,000=£282.12.0.)" 1-------1-------1--------1------11------1--------:--------

25,200 25,200 9,245 10,085 + 790 + 27 I 2 
------~-------1------li------_i--------I~----



lPll-fll. 
6 Oot~ 11121. 

I Feb., 1922. 

ComN'Jr'IiMU. 

6 % E.cbeoJ_ Bond., paid off .. 
6t % T .... ory Bonda,I9'~, iMoed at 97 

(tap). 
6f % E.cbeqoer Bonda, paid off •• 
6 % T ..... ory Bond., 1927, iMoed at 99 

(t.p). 

/; % Nouoaal War Bond. inta 6 % War Loan" .. , 
496 ., ..!1.. ,. ff 496 It ., ... . 

6 % National War Bond. iota 6t % T .... ory 
Bonda (par witb cub paymeate). 

6 % Nolional War Donda lata 3t % Con.omon 
Loan (16<)/163). 

6 % E.cbequer Bonda inta 5t % T..-ury Bonda 
(por witb cuh poymealoo). 

6t % Gold, Bond. iota 6 % Nalional War Doodl" 

19lf-JlI. 
I April, 1922. 

I Oat., 1922. 

I Feb., 1928. 

6 % Esebequer Booda, paid 06' 
6 % T .... ory Bond., 1927, iMued 

( ..... kly lender). 
6 % National War Bood. (Ben .. i), paid 

06' al 102. 
4' % Treo.ury Bood., 1932, iaaued 

(w .. kly lender). 
bl % E.chequer Bond., paid 06' 
4t % Treuory Dood., 1932, iIBued 

( w .. kly leader). 

OArried forward 

. 19,000 
-

23,800 
-

-
--
-
-
-

42,800 

19,600 
-

43,800 

-
1100 

-

63,700 

- I -
19,600 -
- -

24,000 -

- 10 
- 1 
- 37,898 

- 164,067 

- 52,941 

- 10,584 

43,600 265,501 

• - -
19,500 -
- -

«,900 -
- -

301 -
---'-

64,701 -
• In ocoordaaoo .pth righto UDder origiaal proto.,..t ... 

- }+ 600 + 128 --
- }+ 200 169 - --

10 - - -
1 - - -

37,898 - + 189 758 

266,086 + 102,019 + 1,110 3,381 

52,941 - + 265 -

11,981 + 1,~97 + 17 -, 
368,917 + 104,216 + 1,040 4,139 

- }- 100 5 - --
-

}+ 1,100 - 169 -
-
- }+ 1 3 - --

- + 1,001 - 177 -



Debt maturing and 
corresponding oaeb 

wu .. to rep.y. 
Oonveniona. R .. ulting Incr •••• + 

or Decrease -:-. 
Premiums 
saved on 
Nation.1 

�-------~--------II------~~-------I--------~-------IW.rBon~ 

I I I converted. Paid oif. leaued. From To Principal. lut.rest. 

1922-23. 
Cont'or""'''' Brought forw.id ... 63,700 64,701 

6 % National War Bon~ (100) into 6 % War Lo.n' - - 139,660 
" % II 11 n nil" % n " • - - 646 
6 % II II II n II SA 9€1 Oonver.. - . - 70,509 

.ion Loan (184). 
5 % National War Bond. (100) into 41 % -- -- 13,847 

Tr ... ury Bond. 
6 % Ezehequ.r Bend., 1922, into 3i % Oonversion - -- 14,477 

Loan.t 136. 
61 % Treaaury Bond., 1929, into 31 % Oonv.rsion -- - 214,522 

Lo.n.t 146.' 

1+ 1,001 
7,351 147,011 1+ 

646 
94,482 + 28,973 

14,234 + 887 

19,688 1+ 
313,201 ,+ 

5,211 

98,679 

+ 

+ 

177 
368 

218 

62 

35 

837 

30 

} 4,517 

61 % Gold. Bonda into 6 % National W.r Bond.' -- - 18,830 21,3i6 + 2,485 
------I------I·------·I--~--·I------I-------I------

1923-114. 
I April, 1923. 

1 Sept., 1928. 

ConHr".iOl'II. 

5 % N.tional War Bond. (Sori ... ii), 
paid oll. 

o % National W.r Bon~ (Seri .. iii), 
paid oll. 

41 % T .... ury Bond. (w •• kly tend.r), 
iuued. 

4 % T .... llry Bun~, 1931-88, at 
£94 10 •. Od., iuu.d. 

4 % Treaaury Bond. (weekly tender) 
wuod. 

63,700 

16,700 

14,900 

64,701 

2,810 

16,000 

16,000 

472,491 610,577 + 189,087 -

- + 2,210 -

6 % National W.r Bond. into 6 % War Loan' ... - -- 70,470 74,179 + 3,709 + 

921 

214 

185 
• % II n ~ n" % n " • '" - - 946 946 
6 % Nalional War Hond. inlo 41 % T .... ury - -- 11,478 11,478 - - 67 

lIond .. 1982 (.t par wilh cub ""ymant). 

4,617 

} 2,120 

61 % Uold. Bond. into 6 % National War Bond.' - - 2,253 2,561 + 298 + 4 
I------I------I------I·--~--+-----I------~------

81,600 83,810 86,147 89,154 + 6,217 - ._ 82 2,120 



19U-1l6. , 
1 Oel~ 1924. 6 % NatioaaJ War Bcmdo, 1112'(8erieo i), 6,400 - - -

}+ paid off. 680 - 41 -
4 % T~ Bouda, 1933, ;.oed - 6,980 - -

( .... klyten ). 

}+ 1 Feb., 1926. 61 % Ex.cbeq_ Bouda, 1926, paid ott 40,500 - - - 12,200 I- 4M -St % Conn";.... lAMa, iooaed (teuder) - 62,700 - -0-.. __ . 
6 % National War Bonda in&o 6 % War x-n- ... - - 38,348 40,360 + 2,018 + 101 1,576 4" " "r ".96" ,,·n. - - 1,085 1,085 - - -
6 % War x-n in&o 4 % Con"enion LoaD a' 103 - - 148,407 152,859 + 4,452 - 641 -
6' % Esebeq... Boudi inb 41 % Con"enion - - 82,030 67,728} x-n at par witb _b paymeot. - - 1,026 -
61 % Excbequer BoDdi iD&o T ..... I'J' Bond. a' par - - - 24,302 
6' % Gold, Bonda in&o 6 % NauoaaJ War Bo~ - - 3,187 3,608 + 421 + 6 -

, 
273,057 279,948 19,671 1,986 1,576 46,900 69,680 + -

tgIl6-1l6. 
1~, 1926. 6 % NatiODal War Bond~ 1925,paid ott 8,676 

- ) I y,I926. 6 % Tr .... 1'J' BODd., pai off ••• • •• 23,646 
I ~I., 19'~6. 6 % Naliooai War Bondi, 1926, paid off ~1 - - + 9,915 - 11\0 -
Apn ,1926. 8' % Co ...... ion x-n iuned (lender) - 80,000 
Sept. 1926. .. .. .. .. .. - .11,717 
CJtmfJIf'ftmu. 

6 ~ Natiooal War Bondi in&o 6 % War Loan- ... - - 57,613 60,646 + 8,038 + 152 2,796 

'" " " " "4%" " .... - - 1,247 7,247 - - -
61 % Gold, Bondi iD&o 6 % Natiooal War Bondi- - - 5,900 6,679 + 779 + 9, ------

81,802 41,711 70,760 74,572 . + 13,727. + 81 2,795 
Bum"""",. 

Marcb Quarter, 1920 .. , ... ... .., 
..~ 65,000 ~5,OOO 99,592 .99,592 - + 200 -

19'~0-21 .. , ... ." ... .. , ... 26,200 25,200 9,245 10,035 + 790 + 27 2 
1921-22 ... ... ... ... .. . .. . 42,800 48,600 266,601 868,917 + 104,216 + 1,640 4,139 
1922-28 ... .. , .. , ... .. , .. . 63,700 64,701 472,491 610,577 + 139,~87 - 921 4,511 
19211-24 ... ... ... .. . ... .., 81,600 88,810 85,147 89,154 + 6,217 - 82 2,120 
19'14-26 ... ... . .. ... ... .. . 46,900 69,680 273,057 279,948 + 19,671 - 1,986 1,676 
1926-26 ... ... .. . ... ... .., 81,802 41,717 70,760 14,672 + 13,721 + 31 2,795 ----_., 

807,002 338,708 1,275,733 1,532,735 + 283,708 - 1,191t 15,149 

• In lIOOOrdaaoe with rllI'ht. GIlder original PiOlpe«aa. 

t Thl' reprnent. tbe uriDlln iDterelt payable OIl \be new HaIlritiel u compared with that paid on thon CODverted. But the IIUlTeDder of the 6% Na.tional War 
BOD (Total £608,"80,000) _noellecl .. fgtue liability for premiUZIII amDUDtina '" £. 16,149,000 On which interelt at 6 % would have been £76.7,000 per &D.llUID. 
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Finan-
cial 

Year. 

1926-27 
1927-28 

1928-29 

1929-30 
1930-31 
1932-33 
1933-34" 

1942-43 

1944-45 
1945-46 
1947-48 

1927-28 
1929-30 

COMMITrl!E ON NATIONAL DEBT AND TAXATION. 

APPENDIX VII. 

A.-8TATEMENT SHOWING THE GROSS ANNUAL SAVING IN 
INTEREST THAT WOULD RE.ULT IF llRE INTERNAL UNFUNDED 
DEBT (OTHER THAN ~-LOATI"G DEBT) WERE RENEWED AT THE 
FINAL DATE FOR REDEMPTION (a) 0:01 A 4 PER OENT. 
BASIS AND (b) ON A at PER OENT. BASIS. 

-

Amount 
Annual saving if 

Present oonveried Date of Debt. at 31st AnDual Redemption. March, Interest. 
to 496 .1 to 8l96. 

1926. 

lot Feb., • (£ thouaendo) 
1927 596 Treasury Bondo 109,632 5,482 1,096 1,644 

lot Oct., 1927· 596 National War Bonds 158,116 7,906 1,581 2,372 
let Oct., 1927· 496 National War Bond. 79,984 3,999 8UO 1,200 

(tal[ compounded). 
'374 lot April, 1928· 496 National War Bonds 37,885 1,869 661 

(tax compoonded). 
1,836 1st April, 1928· 5% Nati"nal War Bonds 122,283 6,114 1,223 

ht Sept., 1928· 596 National War Bonds 189,820 9,491 1,898 2,847 
ht Sept., 1928· 496 National War Bonds 20,613 1,031 206 309 

(tax compounded). 
72 let Feb., 1929 496 National War Bonds 4,809 240 48 

(tax c'mpounded). 
1,3~~O let Feb., 1929 596 N atiooal Wor Bonds 92,690. 4,635 927 

1st April, 1929 5t96 Treaaury Bond •.•• 30,6~7 1,685 460 613 
15th May, 1930 5196 Tr .. sury Bouds ••. 134,741 7,411 2,O!1 2,696 
15th April,1932 H96 Treaaury Bonds ••• Itl,266 5,457 606 1,213 
15th April, 1933 4: 96 Treasury Bonda ... 60,853 2,434 - 304 
l.t Feb.;, 1934 H96 Tr ... ury Bonds .•• 24,303 I,U94 122 243 

Total .. ving pos sible to March, 1934 ... ... . .. 11,362 17,2'J8 
15th Oct., 194t 496 War Loan (tax com- 64,915 3,246 649 974 

pounded). 
1,053 2,106 let July, 1944 41% Conversion Loan ... 210,587 9,476 

1st Dec., 1945 4196 War Loan ••• ... 12,804 576 84 128 
1st June, 1947 596 War Loan ... ... 2,044,053 102,203 20,441 30,661 

3,519,491 174,349 33,569 51,167 
Tbere would be increMa on the following : increase in ....... 
I .. March, 1928 3196 War Loan ... ... 62,714 2,195 314 -
26th Jan., 1930 396 Exchequer Bonds .. , 15,640 469 156 78 

Tota'" ... 3,597,845 177,013 33,099 51,089 
I 

Por Not.el lee end of Table B. 

, 



APPENDIX VII. 

B.-BTATEMENT SBOWINQ TBB GROSS ANNUAL SAVING IN 
INTEREST TBAT WOULD UBULT IF THE INTERNAL UNFUNDED 
DEBT (OTBB" TBAN FLOATING DB •• ). WERE RENEWED AT THE 
EARLIEST DATE FOR REDEMPTION (a) ON A 4. PER 

• CENT. BASIS AND (b) ON A 3t PER CENT. BASIS. 

-

31 

• 

Finan- Amount 
Annual 8&ving if 

Earli.st PreBent converted 
cial Date of Debt. at 31at Annual 

Y .... Red.mption. March, InterOBt. 
to 4%.1 to 3~%. 1926. 

925-26 1>80'1 1925 H% War Loan ... 12,804 
(£ thousands) 

128 lot ... 5761 64 926-27 l.t Foh., 1927 5% Tl· ... ury Bonds ... 109,632 5,482 . 1,096 1,6« 
I.t Feb .• 1927 4i% Treasury Bonda ... 24,303 1,094 122 243 

1927-28 lot Ollt., 1927" 5% Nalional War Bonda 158,116 7,906 I 1,581 2,372 
lat Oot., 1927"14% Mational War Bonds 79,984 .3,~99 I 800 1,200 

(tou: oompounded). 
928-29 Io~ April, 1928"1 4% National War Bonda 87,385 1,869 S74 56! 

(tax compound.d). 
122,283 ! 1,835 1.1 Ap,il, 192R" 5% Nalional War Bonda ! 6,114 1,223 

l.t Sepl., 192R"1 6% National War Bond. i 189,820 I 9,491 1,898 2,847 
1.1 Sopl., 1928" 4% National War Bond. 20,613 1,031 206 309 

(tax oompou"ded). I 
lot Feb., 1929 4% National War BondI 4,809 i 240 48 72 

~tax compounded). I l.t Feh., 1929 5 National War Bonda 92,690 i 4,636 927 1,390 
929-80 101 April, 1929 . 61% T ..... ury Boudl ... SO,637 1 1,685 460 613 

ht JUDO, 192915% War Loan... ... 2,044,053

1

102,203 20,441 30,661 
15th Oot., 1929 4% War Loan (tax com- 64,915 8,246 649 974 

980-81 
I pounded). 

121,266 1 IMh ~ril,19S0 I 41% T ...... ury Bond .... 5,457 606 1,213 
16th .y,1980 61% Tl'OIllury Bond .... 134,741 7,411 2,021 2,695 

991-32 16th April,1D91 '% Treasury Bond. ... 60,853 2,434 - 304 

Total ... info ~ libl. \0 1932 ... . ... ... ... 92,516 49,061 
94G-41 11\ July, 940 41% Cou.or~on Loan ... I 210,587 9,476 1,069 2,106 

Th ..... ould be' 
I 8,519,491 174,949 83,569 61,167 

i_ on th. following: . 

81% War Loan... ...1 62,714 
increase increue 

192'/-28 hi March, 1928 2,195 814 -
19:i8-30 2dth Jan., 19&1 8% Exoheq_ Bonda ... I 16,640 469 156 78 

Tolala ... I 8,b97,846!I77,OIS 83,099 1 51,089 . 
• Tb_ 6% ... d ~ 11." .... War Banda .... he ... _ .. the opll ... of tho bolder in .. 696 aDd ~ 

,Var ..,... ... ~\..q. 

No ..... -(1) For the san of onmpariaon the interest now payable ta:x 
ronlpoundtod on , p"" oenl. War Loan and , per 0011\. National War 
Bondo is ..."med to .... equivalent to 6. per oent. 

(!l) No allo .. anne is made .bovoo for th •. inereoooe in in_ dua to the 
premium _abho on G pel' oent. National War Bonds OR maturity. 

(S), p"" oent. V;"tory Bonds and , por .. nt. Funding Loan .re 
omitted from t.h. abo" s_nt ...... uae th~1 will .... redeemed by t .... 
-,al Sinkina Fund •• u ... hed to them. 

n should be "'-rftd th.t the Nlcul.lions in both tableo _nrne that 
OOU ... ";OIl d_ not taka plaoe until the date (whether optional or !ina\) 
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at which the· State has the right to repay. These saving. could be 
accelerated, if suitable conditions could be produced for voluntary con
verRioDB belOTe the optional or ftnal due dates of high interest bearing 
stocks. . 

APPENDIX VIII. 

THE RATES, &0., OF INCOME TAX, SUPER-TAX, AND 
ESTATE DUTY. 

(A).-INCOME TAX. COHPABJSON 0., PRESENT BYB""" 01' DIJ'J'lIRBNTIATIOl< 
AND GRADUATION, INTRODUOED IN 1920, WITH THAT wmOB PBBOBDBD IT. 

(Eztract Irom Sizt1l-101Jlrtlr. Beport 0' tk. Commi .. io"er. 01 liUand 
Rev.""e. (Cmd. 1436 of 1922.)') 

"4. The Finance Act, 1920 (adopting certain recommendatioDs of the 
Royal Commission on the Income Tax, Cmd. 615), brought into operation 
for the year of assessment 1920-21 a radical alteration of the method 
hitherto in force fo), granting relief in the Income Tax charged on earned 
incom. (usually referr.d to as diff.r.ntiation), and of the method of 
graduating the burden of the tax according to the size of 8 taxpayer's 
income and his family responsibilities. 

6. For 80m. years up to and including the y.ar of ....... m.nt 1919-20, 
an individual was entitled to total exemption from tax where his income 
did not .xceed £130. Th. tax on incomes exceeding that amount .. as 
graduated by deducting from the income certain fixed allowances for 
abatement, wife, housekeeper, children and dependent relativeB, and by 
charging the tax on the residue of the income at rates determined by the 
size of the income. Differentiation was effected, where the total income 
did not exceed £2,500, by charging earned income at lower rates than 
unearned income. The fixed allowances referred to were deducted 80 far 
as possible from the earned portion of the income. 

• • • • • • 
7. Under the n ... provision. of the la .. , the amount of tax payable by 

any individual taxpayer is determined as follows. The actual income 
computed in accordance with the Income 'Tax ,Acta having been aecer .. 
taineci, the 88888Bable income is arrived at by deducting from the actual 
income the amount of any earned income allowance due. The dilferentia
tiOD in favour of earned income is made, not as heretofore by reducing. 
the rate of tax chargeable UpOD such income as compared with invest
ment income, but by deducting on&-tenth of the earned income. Tbia 
deduction is given irrespective of the ,mount of the taxpayer'. actual 
income, but it is not to exceed £200 for anyone individual. From t.he 
......... bl. incom. there is th.n deducted the aggregate of the varioua 
pel'SOnal allowances and deductions to which the taxpayer is entitled, 
and the balance constitutes the taxable income. Tax is calculated upon 
the taxable income; the first £225 of the tas.able income of an individnal 
is charged at half the standard rate of tax, and the r.mainder of the 
taxable income is charged at the standard rate of tax. From the 
amount of tax so arrived at, there remains to be deducted any relief due 
in respect of (a) premiums paid for life insurance or for contracta for 
deferred annuities, aDd (b) Dominion Income Tax. The balance repre
sento the amount of tax payabl •. 

• Certain aiteratioDl in the amooot and IOOpe of lOme of the reHet. were iDtrod~ in 
the Finance Act. of 19J.t and 1926. 10 pArtioo1ar the .. moan" of the earned lDCO~e 
alIOW.Doe referred to in paragrapb 7 .u increued in 1926. (See Pan 0 of tolna 
Appeudis). 
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8. The following tabular statement will make" clear the vanoul 8ft8gdlt·· 
of calculation of liability of an individual taxpayer. under the provisions 
in foroo for 1919-20 and 1920-21 respectively. viz.:-

1919-20. 
Cho.. I".om. (bTought, .... d •• B ... 

'VietD). lea, .E~8mptio"" .E~en"8I, 
O'V8f'CnaTges, &'(1. 

Tambl. I".om •• 

Deduct, in terms of taxable in
oome:-

Abatement of £120. £100 or £70 
according to the amount of the 
taxable income. 

Allowance for wife. 
Allowance for houaekeeper. 
Allowance for children. 
Allowance for dependent rela

tives. 
Allowance for life illBuran08. 

Inoome uti which. tax was r~ 
oeivod :-

Charge tax. ou this income at the 
Bepropriate rBiea applicable, 
by referenoe to tho amonnt of 
the tnJ:nble inoome, to earned 
inOOJlle and unearned income. 

Dt.d\lct tax at the allowable rate 
in reapeot of Dominion Inoome 
Tax relief. 

Tax Payable - Net Produce. 

1920-21. 
Cho.. 1".0"'. (bTought ..... d •• B.
- 'View), Zeaa Ezemptiofl.l (.tee 

JIMa. 9). liJzp....... {}v ... hoIrg ••• "' .. 
Actual 1".0"' •• I ... Earn.d I".om. 

Allowan ••• 

A ...... abl. I".om •• 

Deduct, in i!erms of &Bsessable 
. iucome:-

PerlOnai a1lowanoe £225 or £136. 
Increased Personal Allowance 

where wife haa earned income. 
Deduction for housekeeper. 
Deduction for first child. 
Deduction for other children. 
Deduction for dependent rela-

tivee. 

T ..... bl. In.om •. 
Charge tax on £226 at half stan

dard rate, and taz on re
mainder of taxable income at 
etendard rate. 

n..duct tax at the allow.ble r.te 
on life lllsurance premiums and 
in respect of DolDinion Income 
Tax relief. 

Tax Payable = Net PradnOl. 

D. Up to 191~. the Inoome Tax Acts expresa\y provided that where 
the incoma did not uoeed a bed amount (£180 for 1919-20). the taxpayer 
should be entitled te exemption. Th. FinanOl Act, 1920. doee not uae 
the term II enmption.u It provides instead for personal allowanoea and 
dedurtionl which are eet against the assessable income; where the total 
allowanoas and deduotions due ..... equal to 01' cooed the _ble 
in......., no tax is payable : . • ." 
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B.-INCOME TAX.-.All&TBKIINT8, ALLoW&NOB8 AND RATlII o. TAl<, 
1911-12 TO 1919-20. 

TABLB I (a).-Abat ....... t. IJnd allo1Dcui.c ••. 

Ab~temeDta. 

A..lIOWADceB in respect of 

---------~-----~--~---------

Depen-I Lifo 
dent IOlar.noe 
~elr.- Premium •. 

Childre •• Wife.-
tive •. 

Total Incomel ___ ,-_.I_--;_-,_,---;o:..-...,.. ___ -I-__ --! ______ _ 
from all I Nil to Nil to 
SoUfcea, 1919-020. 1917-18. 1917-18. 

I---I-~--

Ex.- Not 
ceed· u:ceed-

~
. I .... !i' 

en ~ 'I~'!; . = 7 0'"0 iD a::g! I 
~ a..::II'" S· ... I CIO 
a. o-§ 2. f-g I ;; 
... , I.... !-

. 1918-19 
~ and 
iE 1919.20'1 

1911-12 
to 

1919-211. 

ing i"l 
£ 

130 160 
£1£££££ 

Exemptl120 - - 26 26 
.£ £ £ 
26 40 26 

£ £ 
26 60 
26 60 
26 60 
26 60 
26 60 
26 60 

£ 
26 
26 
26 
26 
26 
26 

£ 

j
V'ri~." 160 400 160 120 10 20 26 26 26 40 26 ..... ,-

400 600 160 100 10 20 26 26 26 40 26 mum 
one
lrixtb 
of 

Income. 

600 600 120 100 - - - 26 26 40 26 
600 700 7070---26 26 40 26 
700 800 ----264026 
800 1,000 

1,000 -
----26t4ot26 

• Or housekeeper in oertain CBSeII. t A&r the fint two. 

TotaqIncome 
frOm all 
Bourceo. 

180 
160 
aoo 
600 

1,000 
1,600 
2,000 
2,600 
8,000 

~ I. d. 
160 
800 0 9 
600 0 9 

],000 0 9 
1,600 0 9 
2,000 0 • 
2,600 1 0 
8,000 I 0 
- (N0I'IIIIII 

TABLB I ~).-.Bate. of Paz. 

Reduced Batea of Tax Cbargelloble. 

1916-17 
1914-16. 1916-16. and 

1916-19 
aDd 

1919-20. 
(N...,.,uroU, 

a..) 
(¥ormal rau, 

11. 3d.) 

1917-18. 
(Nlirmal raN, (Normal rak, 

"'.) ".) 

LcL,l.d. 

iN';;;"'11 1- O 
" I 0 
• I 0 
• 11 2 
" i 1 f 
" 1 61 
" ,Normal 
• • 

•. d. . i. d. •. d. •. i. •. tl. •. d. •. d. 
- IOf 2'128802' 80 
1"92:128802880 

!J611 2,.. 28802880 
1,,0l'iliiii I Nol'IIIIII 2 8 8 6 9 0 8 9 

• 2~.180'0189" • 24188464661 
• 2 9j : I.. ~ol'llllll' 6 • INormol 
n N "Normal" INormai " 
" n ., " " If ., 
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O.-INOOME TAX-ALLowANoBs, &0., AND STANDARD RAms 0" TAX. 
1920-21 TO 1926-26. 

The following aIlowanoee, d.ductions and relief. were granted to 
individuals whatever the total amount of the inoome:-
Earn.d Inoome A1lowanOB .... 1920-21 to 1924-26, on .... tenth of 

. the 8Br1led income, not exceed-

Personal A1lowanOB ... 

Inors88ed Perlonal Allowance wherl 
wife bRa Barned inoome. 

ing £200. . 
1926-26, one-aixth of the earned 

inoomeJ not exceeding £200.· 
Married persoDa, £226. 
Othar p.rlOns, £185. 
Up to £46. 

Widower'. or Widow'. Hou.eke.per 1920-21 to 1923-24, £46. 
taking oare of ohildren. 

Widowv'. or Widow'. Housekeeper 
Unmarried person'. widowed 

mother taking oare of ohildren. 
Ohildren under 16 y.ar. of age, or 

over 16 if oontinuing full-time 
education. 

1924-26 and 1926-26, £60. 

l 1920-21 to 1923-24, £46. 
1924-26 and Ig26-26, £60. 
£36 for one child and £27 for each 

.ubsequ.nt child. 

Oertain Dependent Relativeo in- £26 for .... h such relativ •. 
• apaoitated by old age or in
firmity. 
Half the standard rate of ta:o (see b.10w) is chargeable on th. lirat £226 

of taxable inoome. 
Allowance for Life Insurance 

Premiums. 
Tn oalculated at defin.d rateo on 

premiums, Bubjeot to various 
restrictions. 

Dominion Inoome Tax Relief Tax calculated. in accordance with 
statutory provisioDs. 

1920-21 and 1921-22, 6 •. in the £. 
1922-23, 6 •. in the £. 

Standard rate of Tu 

1 
1923-24 and 1924-26, 4.. 6d. in 

tb. £. 
1926-26, t... in th. £ . 

• Wben \hp tax.pa,.!' (or bit wife) i.66 J'8&ft of ap or Ofti'. and the total inoome does 
no\ u......t. !MlO, th~ allowanoe of o.....uzth is made from the wbole iDoome whether 
O&l'Iled or DOL. 

D.-SUPER-TAX.--JlA~a. .. Ta, 1909.10 TO 1926-98.. 

Y ... r. 
lnoom .. 
Ch ........ 

able. 

to "",,,,,,,""'g 19(1)..10 } ~ __ >. 

191a-14 £6,000 

1914-1~ ••• ElI-t'og 
£3.000 

TAllL& n. 

Raloo of Super-Ia:.<. 

6<1. for every £1 of \be amOUD' by which ,be 'ow inoome 
ex-ted £2,000. 

10 _pee' of 'be lint n,SIlO of ,be inoome N"d. 
" the U0N8 09M' £2,000- ... fl. 

Fo. e-1 £1 of Ibe II .. , £SIlO of Ibe u:c ... (to £2,000) 0 6}-
" £loflbe _d£I.OOOoflbeu:_(, £4,000) 0 !li-
n £1. ,,£1,000 n ,,(, £5.000) 1 0-
n £1» " £1.000 n ,. ( ,. £6.00..) 1 1,-
n £1 It I' £1.000 It II (,. £7.000) 1 OJ-
_ £1.. ,,£1.000. " ( _ £8.000) 1 se 
" £1" nmainder. • (abo .. £8,000) 1 9.-

• Tho _., of Sa.,......,. "",.bIo fw '»'4-16" .... _ orici~ lind hy __ 
iu~ h) OMo-ibitd under \he pro~iaioM or the PiG"'" A~ 19J.l ISe.ioa i). Theil fipn. 
MIOt~ l'ep1OlllD.' the __ \baa ~ ... __ biola Sa,....au wuoMrcM '.\he,..r iaq.-... 

_ BI 



36 OOMMITTEE ON NJ\T'IONAL DEBT AND TAXATION. 

Year. 

1915-16 } 
1916-17 
1917-18 

1918-19 } 
1919-20 

192't;21 } 

1924-25 

Incomes I Charge. 
able. 

Exceeding 
£3,000 

Exceeding 
£2,500 

Exceeding 
£2,000 

1926-26 .•• Exceeding 
£2,000 

TABLE II-continued. 

Rates of Super. tax. 

In respect of the first £2,500 of the income Nil. 
" the exoe81 over £2,500- B. d. 

For every £1 of the first £500 of the exoe .. (to £3,000) 0 10 
.. £1 ofthe next £1,000 of the ."oeBB ( .. £4,000) 1 2 
" £1 tI II £1,000" tI (" £5,000) 1 6 
" £1" "'£1,000,, tt (,' £6,OOOl 1 10 
" £1" ,,£1,000 tI " ~" .£7,Of}() 2 2 
" £1 n "£1,000,, " " £8,000 2 6 
., £1" "£1,000,, " tI £9,000) 2 10 
" £1 " ,,£1,000 " " " £10,000) S 2 
" £J" remainder" " (above £10,000)3 ·6 

In respect of the firot £2,000 of the incom. Nil. 
" the excess over £2,000- 8. d. 

For every £1 of the first £500 of the e"cess (to £2,500) 1 '0 
.. £1 of the next £500 .. ,,( .. £3,000) 1 .; 
" £1" "£1,000,, " (tl £4,000) 2 0 
" £1" ,,£1,000 tt ,I ( ,,£5,000) 2 6 
" £1" "£1,000,, " l tI £6,000) 3 0 
" £1" "£2,000,, " ( ,,£8,000) 3 6 
" £1 11 "£2,000,, " ( " £10,000) 4 0 
" £1 I, remainder" " (above £10,000)4 6 

In respect of the fi",t £2,000 of the income Nil. 
" the exce88 over £2,000- I, d. 

For ev.ry £1 of the first £500 of the excelll (to £2,500) 1 6 
.. £ 1 of the next £500 .. .. ( .. £3,000) 2 0 
" £1" "£1.000,, " (" £4,000) 2 6 
" £1" "£1,000,, n (" £5,000) 3 0 
tJ £1 IJ "£1,000,, 1t ( tI £6,000) 3 6 
., £1" "£1,000,, If ( ,,£7,000) 4 0 
" £1" " £1,000" ,,( n £8,0(0) 4 6 
" £1 tI ,,*£12,000 " " ( " £20.(00) I) 0 
" £1,. ,,£10,000 " ,,_ (".£30 0(0) 5 6 
tI .£ 1" remainder" " (above £30,(00) 6 0 

In respect of the fire, £2,000 of the income Nil. 
" the 8Xoesa gver £2,000- •. d. 

For ev.ry £1 of the tirst £500 of b." .... (to £2.500) 0 9 
" £1 of the Dext £500 " ".(" £3,000) 1 0 
" .£1" ,. £1,000" ,~(,' £4,(00) 1 6 
" .£1 II n £1,000" " ~ n £5,0(4» 2 3 
tI £1" ,,£1,000 II " ,,£6,0(0) 3 0 
" £1" "£2,000,, " ,,£8,000) 3 6 
n £1" "£2,000,, " ( ,,£10,000)" 0 
n £1" II £5,000" "(,, £15,(00)" 6 
" £1 ,. "£5,000,, ,,( ,,£20,OfJO, I) 0 
" £1" ,,£10,000 " ,,( ,,£30,000) 5 6 

£1'" remaind.r" »(abov.£30,ooo) 6 0 



APPENDIX vm . 87 
. E.-ESTATE DUTY-RAuB O~ DUTY, l1J09..10 TO 1921).,26. 

TABLB m. 
Small Estate&-where the grooo value does not ""ceed ! 

£800-& fixed duty of 80.. may be paid. Incluoive of all 
Small Eotate&-where the groS8 value ",,_cis £800 other 

and doeo not exceed £000-& fixed duty of 50.. Death Duties. 
maybe paid. . 

Estate. not exceeding £100 net are e.xempt. 

Wbpl'o the Net Princip&l 
Value of t.he IllIl:6te &t.e of Duty per cent. when the death oDoo.rred 

and do;' 
After Alter After After 

Exoeeds 291b At;, 1909, 16th Aug •• 1914, BlIt July, 1919, 29th June, not exoaed and fore and before and before 1926.-16th A.ug,,1914-. ht Aug., 1919.· 80thJ~, 1926.-

£ £ 
100 600 1 1 1 1 
600 1,000 2 2 2 2 

1,000 6,000 8 3 3 3 
6,000 10,000 4 4 4 4 

10,000 12,600 6 6 6 6 
12,600 16,000 6 6 6 6 

• 16,OUO 18,000 6 6 6 7 
18,000 20,000 6 6 6 8 
20,000 21,000 6 6 7 8 
21,000 25,000 6· 6 7 9 
25,000 80,000 6 6 8 10 
80,000 86,000 6 6 9 11 
86,000 40,000 6 6 9 12 
40,000 45,000 7 7 10 18 
45,000 60,000 7 7 10 14 
60,000 56,000 7 7 11 15 
66,000 60,000 7 7 11 16 
60,000 65,000 7 8 12 16 
66,000 70,000 7 8 12 17 
70,000 76.000 8 8 18 17 
76,000 8J,ooo 8 8 18 18 
80,000 86,000 8 9 18 18 
8h,OOO 90,000 8 9 18 19 
9t1,OOO 100,000 8 9 14 19 

100,000 110,000 9 10 14 20 
110,000 I~O,OUO 9 10 15 20 
hlO,ooo IlIIl,ooo 9 10 15 21 
180,000 HO,OOO 9 10 16 21 
140,000 160,000 9 10 16 22 
lflO,OOO 170,000 10 11 17 22 
170,000 \76,000 10 11 17 23 
176,000 200,000 10 II 18 28 
200,000 2t6,ooo 11 12 19 I" 
2~6,OOO 260,000 11 12 20 24 
260,000 800,000 11 18 21 25 
&10,000 825,000 11 14 22 25 
826,000 860,000 11 14 211 26 
8Ml,ooo 400,000 11 15 23 26 
4110,000 450,000 III 16 24 27 
450,000 5110,000 Iii 16' 26 27 

.~IlO,ooo 600,000 III 17 26 1I8 
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Where tbe Net Principal 
., Value of the Esta.te Rate of Duty per cent. when the death OCC1llTed 

--- -
After After After After 

!l:xoeeds and does 29th A~ 1909, 15th Aug., 1914, 8lat July, 1919, 29th June, Dot exceed, and ere and before and before 
16th Aug.: 1914. lat Aug., 1919! 80th June, 1926.· 1920.-

£ i; 

I 
. 

600,000 750,000 13 18 27 28 
750,000 800,000 13 18 27 29 
800,000 1,000,000 14 19 28 29 

1,000,000 1,250,000 15 20 30 30 
1,250,000 11,500,000 15 20 32 32 
1,500,000 12,000,000 15 20 35 35 
2,000,000 15 20 40 40 

• The amount of duty is, where necessary. to be reduced 110 .. not to exceAd the highest 
amount whioh would be payable at the nezt lower rate plus the amount by which tile value 
of the eld.ate exceeds the value on whioh the higheat amount of duty would be 80 payable 
at the lower rate. 

APPENDIX IX. 
THE RATES, &0., OF CUSTOMS AND EXCISE DUTIES . 

A.-TEA, COCOA, COFFEE AND CHICORY: SUGAR, &C. 
TABLB I.-TEA.. C0fI81IImption tmd Dutv, 1913-14 to 1926-26. 

Quantities Per bead of 

Financial Rate of retained Total Net Population. 

Years. Duty.· for CoD- Receipts 

8umptioD. of Duty. Con- Duty. sumption. 

1. 2. 3. 4. 5 6. 

U,.itetl K ingdom- lb. 1,000 lb. f lb. •• d. 
1913-14 ... ... 5d. 312,351 6,499,000 6'8 2 10'1 
1914-15 ... .. 8d . 336,640 .8,628,000 7'3 3 8'9 

1911H6 ... 
(18 Nov.) 

325,897 13,962,000 ... 11. - -
1916-17 ... 

(22 Sept) 
286,290 14,312,000 '" " - -

1917-18 ... ... 
" 

250,444 12,519,000 - -
1918-19 '" ... 

" 
321,125 16,055,000 - -

1919-20 ... ... 
" 

408,934 17,747,000 - -
1920-21 ..• '" " 

394,561' 16,~61,000 8'5 7 2'9 
1921-22 ... ... 

" 
413,587 17,582,000 8'8 7 5'8 

Great Briklin and 
NOfth.,.,.lreland-
1922-23 ... ... lid . 380,458 11,144,000 8'6 5 0'3 

1923-24 ... 
(16 May) 

877,003 10,7Rl,000 8'5 4 9'8 ... 
" 1924-25 ... ... 4d • 4113,228 5,971,000 9'0 2 7'9 

1925-26 ••• 
(5 May) 

9'0 2 6'8 ... 
" .406,194 5,780,000 . 

• 

------ ._-------
-NOTB.-A bout 90 per cent. of the Tea a.~d oYer 90 per GeDt. of the Coeoa OODaumed ill 

the United KiDgdom are of Empire produekOll, and therefore pay (.mae 1918) the pre
ferential rate of daty. i.e., he-.si.xth. of the rata .bowu ill ihe Table The ."'erage nte 
of dD~ paid upoa Tea in J9!3-4 .u .boa' 'oed. pel' Ib., aDd OD Cocoa 23.. ad. J)e'r OW"'-. 
and iD OOnMqueDee of the reduction in: the dowetl in J924, lbe ."erap n&a of dn, iD 
1926-26 were onl".boQt half t.hose for 1923-24. 

t 



APPENDIX IX. 39 

T"IILII II.-COOOA. O ......... plio .. <HId Du.tl/, 1913-14 t. 1926-26. ' 

-
Net Receipts Per head of 

Raw of Duty. Population. 

Rate of 00001 
On all Con· DDt yon Fwnoial Y .. r. Duty on retained 

Raw 00000. for Oon· On Raw Cocoa sumptioD aU 
8umption. OOCOB~ 

Good •. otRaw Coooa 
(a) Oocoa. Gouda. 

1. 2. 8. 4. 5. 6. 7. 

owt. owt. £ £ 'lb. d. 
Uni,.d 

Ki.gd<>_ I. d. 
1918-14 ... S 4 489,000 228,000 841,000 1'2 1'8 
1914-16 ... 

14" 0 
670,000 266,000 864,000 1'4 1'8 

1916-16 ... 906,000 666,000 698,000 - -
(22 Sept.) 

·1 
66 0 } 

1916·17 (6 April) 611,000 1,288,000 1,680,000 - -42 0 

1917-18 
(22 June) 

1,803,000 1,922,000 .. , n 869,000 - -
1918-19 .-, n \1,148,000 2,406,000 2,483,000 - -
1919-20 .. - II 1,072,000 2,030,000 2,474,000 - -
1920-21 , .. n 768,000 1,1146,000 1,793,000 1'8 9-2 
1921-22 .. - II 844,000 1,604,000 1,866,000 2-0 9-6 

'Groal Britain 
...... NorlA .... 
Iroland-• 192:1-28 28 0 866,000 1,016,000 1,266,000 2-2 6-8 .. -
1925-24 

(16 May) 
860,000 1,016,000 1,258,000 2-2 6-8 _ .. 

14' 0 1924-26 .. , 906,000 606,000 669,000 2-8 8-6 
(80 April) 

986,000 S-9 1926-26 .. - II 682,000 785,000, 2-' 
--- .. -- .-

B' 



TABLB ill-COFFEE .AND CHICORY. Consumption an<l DI.ly, 1913-14 to 1925-26. 

Quantiti .. retained for Consumption. Total Net Per head of Population. 

Financial .Yeara. Rat .. of Duty. ----~-- Receipt. of 

Coffee. Chicory. Total. Daty." CnD8umption~ ))uty. 

1. 2. 3. 4. 5. 6. 7. 8. 

cwt. cwt. cwt. cwt. £ lb. <l. 
United Ki"gaom- •• <l. f-

1913-14 { Coffee ",' ... 14 0 } 255,000 65,000 320,000 223,000 0'8 1'2 ... Ohicory 13 3 ... .. . 
1914-15 ... 

Ooff~' n 275,000 86,000 361,000 250,000 0'9 1'3 

! 
... ... 21 0 } 1915-IG '" Cbicory ... ... 19 10 309,000 89,000 398,000 361,000 - -

(22ud September) 
Ooffee ... ... 42 0 } 1916-17 ... Obicory ... . .. 39 8 257,000 58,000 315,000 675,000 - -

(5th April) 
1917-18 ... ... ." n 465,000 41,000 506,000 1,060,000 - -
1918-19 ... ... - n " . 341,000 32,000 373,000 782,000 - -
1919-20 ... ... n " 

309,000 38,000 347,000 699,000 - -
1920-21 . 294,000 45,000 339,000 660,000 0'8 3'4 ... ... 

" n 
1921-22 ... ... n " 

307,000 46,000 353,000 691,000 0-8 3'6 

Gr,,11 Britain and 
Ire/mid-

{ Coll'ee ... . .. 28 0 } 1922-23 ... Cbioor~ ... ... 26 6 304,000 52,000 356,000 483,000 0'9 2'6 
(Ibt May) 

1923-24 ... n " 
312,000 68,000 380,000 494,000 1'0 2-7 

{ ColI .. 14 0 } • ... ... 
I 

1924-25' ... Obicory ... ... 13 3 317,000 55,000 372,000 250,000 0'9 1'3 
(btb May) 

1925-26 ... ... 
" n 319,000 65,000 384,000 247,000 1'0 ! I·g 

, 

I 

• Inoludilll dut.y upon aml\ll quantitiea of 0011180 and Cb.ioory mixt.ure. and substitutes whioh are not included in Column 5. 

.... 
C 



TAIIL" lV.-SUGAR, tl-c. C ..... mption and lJrd,l, 1913-14 to 192f>-26. 

lfOTll.-Ia _d ..... wi&b the ........ practice lhe .. "..,mptioa (Iotal aad per head, oolam ... 3 aad 6) .hown in Ihe lable ill .bal of augar only 
(inclading •• pr in compooite arlieJea imported), )[o~, Glu .... and Saccbarin being omitted. Bul the receipla from tboae .rLicleo are incloded 
ID , ... totel ' ..... DDe and in &b ••• erage du.y paid per bead of &be population. 

. i Qnantitiee I Total N •• Becoipla of Ddy . Per head of Population. 
of 8ugar ._--_. 
(Refined, I 

U .. refined aad I 8ugar 
FiaaaciaJ Y ...... Maio Rale of Duty. imported in (Coloma 3), COIUJUmptioD, Compollie 8ugar )[01_ Supr Doty 

arliel .. ) (Column 9). Glucooe (Column 3). (Colomn 5). 
retained for aod 

conaumptioD. 8accbulD. 
, 

i 
1. 2. 3. 4. ! 5. 6. 7. 

I I Unltm Kingdom- cwt. I owl. i £ 

I 
£ lb. •• d. 

1913-14 ... ... ... .. . I •• IOd. I 35,075,000 I 8,100,000 3,329,000 86'0 , 
1 5'6 , 

1914-16 ... , .. .. . '" 34,300,000 3,030,000 3,266,000 83'3 1 5'0 
19JtH6 ... ... ... '" 9 •• (d. 'lfins. Sentembor) ! 31,087,000 I 8,345,000 9,023,000 

I 
- -

1916-17 ... ... ... ... 141. • (5.h April) . 25,763,000 , 16,960,000 18,329.000 - ! -
1917-18 ... ... .. , '" " " 

21,369,000 i 13,654,000 15,407,000 - -
1913-19 26 •• 8d. (23rd April) 20,089,000 

, 
24,459,000 28,098.000 I -... ... . .. '" I I -

1919-20 ... ... ... '" 31,596000 58,175,000 42,046,000 , - -
" " \920-21 ... ... ... '" " " 

22,890,000 I 27,809,000 30,445,000 55'0 13 0'8 
1U21-22 .. , ... ... ... 

" " 
29,114,000 I 34,573,000 36,760,000 69'0 15 6'7 

• , 
Or,," Britain /lnd NOf'thern 1roland-

1922-28 ... ... ... . .. 25,. 8d. 80,467,000 36,373,000 38,470,000 76'9 17 4'3 
IlI'l3-24 ... ... ... . .. 

" 
90,178,000 36,885,000 38.117,000 76'8 17 1'1 

1924-26 ... ... ... '" 11o.8d. (30th April) 33,667,000· 19,687,000 20,762,000· 84'0 9 3 
1926-26 ... ... ... ... 

" " 
54,935,00()f" 18,193,000 19,140,00()f" 86'8 8 6'9 

• lnoloclee arreart of Hom.grotm 8upr paId 1D. 1926-26. tEl:oludu arreara of Home-P'OWD Snpr doe to 1924-26. 

(Home'lIroWa IUga ... &a taaed, bot at lo .. er raleo tbaD imported lugar, from 1916 to 1922-when tbe duty wa. repealed-and again from 1924 
~ft~ . 



Fioanoial 
Yean. 

1. 

UNit'" KingMm- I 
1913-14... ... I 
1914--15 .. . 
1915-16 .. . 

1916-17 .. . 
1917-18 .. . 

1918--19 .. . 

1919-20 .. . 
1920-21 .. . 
1921-22 .. . 

GrUJI BritaiN and 
North .... Irelana-

1922-28... .. . 
1923-24... .. . 
1924-25... • .. 
1925-26... .., 

B.-TOBACCO: SPIRITS. BEER AND WINE : ENTERTAINMENTS. 

Main Rate 
of Duty. 

2. 
lb. 

•• d. 
S 8 

6
11

6 
(22 Sept)" . 

5 6 -
6 6 

(16 July) 
8 2 

(23 April) 
8 2 .. .. 

8 2 .. .. .. 

TABLE V.-TOBAOCO. 001l8umplion ana Duly, 1913-1410 1925-26. 

Quantities retained for COD8umption. 

Un
manufaotured 

(Imported 
and 

Home-grown). 

s. 
1,000 lb. 

96,639 
102,895 
108,804 

Importe!\ Manufactured. I 
I---'----~--, 

All other : 
kind. 

Ciga1'll. 

4. 
1,000 lb. I 

including 
Cavendish 

manufactured 
in bond. 

5. 
I,UOO lb. 

1,304 596 
988 596 

1,032 532 

99,765 
102,695 \ 

502 412 
383 738 

111,914 

146,448' .. 
136,173 
135,199 

124,769 
127,852 
12M,I69 
133,84~1 

770 1,727 

1,108 
260 
533 

577 
622 
591 
613 

1,269 
348 
359 

332 
341 
343 
338 

Tota\. 

6. 
1,000 lb. 

98,539 
104,479 
110,368 

100,679 
103.816 

114,411 

148,825 
136,781 
136,091 

125,678 
128,815 
129,103 
134,800 

Total Net 
Receipts 
of Duty. 

7. 
£ 

18,284,000 
19,302,000 
25,781,000 

27,372,000 
33,320,000 

45.292,000 

60,871,000 
05,532,000 
55,208,000 

50,~31,OOO 
51,882,000 
51,913,000 
53,49M,OoO 

.._-
Per head of Population. 

Consumption. 

8. 
lb. 

2'2 
2'3 

Duty_ 

9. 
£ s. d. 

080 
G 8 4'5 

1 3 10'0 
1 3 4'3 

1 2 11'1 
, 1 3 3'3 

1

1 S 1'4 
1 <I 9 

• From lind September, 1916, to Iud :U.1, 1917. From 8rd. M..YI 1917, ttl 16th Jul" 1917, the rata "'M 7 •• 4d. per lb. 

....
to 
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TABLB VI -SPIRITS Co"_tio,, and Dutil 1918-14. to 1925-26. , 

Total •. Per Bead of 
population. 

Finanoml Year. Main rate -
uf duty. Quantity reo Net Receipt. Oon-tained for Duty. 

~n&umption. 
of Duty. BDmption. 

(I) (2) 
(a) 
(3) (4) (0) (6) 

Vn.1Id K.ngdom- Pl. Gall. Pl. GaU •. £ Pl. Gall. I. d. 
I. d. , 

1918-14 ... 14 9 82,596,000 28,975,000 : '71 10 5'9 
1914-15 ... 

" 
84,845000 25,274,000 '74 10 11'6 

1915-16 ... 
" 

85,597,000 26,839,000 - -
1916-17 ... 

" 
28,996,000 18,015,000 - -

1917-18 ... 
80" 0 

14,681,000 10,596,000 - -
1918-19 ... 15,591,000 24,2~2,000 - -
1919-20 

(28 Apr.) 
24,268,000 58,804,000 ... 50 0 - -

1920-21 
(1 May) 

20,166,000 71,049,000 '43 80 6'9 ... 72 6 

1921-22 
(20 Apr.) 

17,664,000 62,831,000 '87 26 7'0 ... 
" -

Oreal B,·i.lai .. and 
Norlh .... l ... lalld. 

1922-28 ... 
" 

15,162,000 53,705,000 '84 24 2'6 
1928-24 .. , 

" 
15,299,000 54,097,000 '84 24 2'9 

1924-25 ... n 14,501,000 51,054,000 '92 22 8'9 
1925-26 ... II 14,188,000 49,929,000 '81 22 1'9 

(a) The quao\i&iel .bUWD do Dot.lDclu.de _pirl" delivered for met.bylatio'D or 11M in artl 
and mlUlllfaotur.. but ..... tn.ue iuolu.d .. \he ditlerential dut,. paid OD imported apiri. 
uMd for t.h0l8 pur ..... 

T ...... VI (A).-llOMB-MADB SPIRITS. C .......... lln.... ...... Dutv, 
1918-U to 1926-26. 

Fiaaaoial Y ..... Quau'ily retained N.' Reoeipta 
for OODanmption. for Dull' 

Viii,.., Ku.gdo .. - Proof plla ... £ 

1918-14 !6,795,000 19,540,000 
1914-15 27,811,000 20,302,000 
191Ct-16 28,9~9,000 21,515,000 
1916-17 18,796,000 18,843,000 
1917-18 10,825,000 7,112,000 
1918-19 11,890,000 18,663,000 
1919-20 17,826,000 42,634,000 
19:!O-lIi 16,463,000 68,908,000 
19~I-lIlI 14,546,000 510218,000 

6. .... BnIaloo .... N ......... 
lrelmd-

19:!:I-IiS I2,RS9,000 45,16!,OOO 
19~2' 12,897,000 45,144,000 
1924-115 1i,287,000 42,825,000 
192Ct-lIS' 12,0M,000 41,990,000 
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TAB"" VI (B).-IMPORTED SPIRITS. Oo .. """ption aM Duty, 
1913-14 to 1925-26. 

Quantities retained for con8umption. 
N.t Beceip 

Financial Year. 

I I 
of Duty. 

Rum. 
I Brandy. Other Total. , Sorta. 

United KingrJom- I Pf. Gall •. Pf. Gan •. Pf. Gau •. j Pf. GaU .. £ 

1913-14 
(a) 

4,436,000 ... 3,429,000 1,544,000 829,000 5,802,000 
1914-15 ... 4,334,000 1,510,000 690,000 6,534,000 4,972,000 
1915-16 ... 4,263,000 1,.07,000 678,000 6,648,000 5,324,000 
1916-17 ... 3,024,000 1,537,000 639,000 5,200,000 4,171,000 
1917-18 ... 2,671,000 , 1,318,000 367,000 4,356,000 3,485,000 
1918-19 ... 1,968,000 1,043,000 190,000 3,701,000 5,679,000 
1919-20 ... 3,673,000 1,924,000 845,000 6,442,000 16,170,000 
1920-21 ... 2,743,000 1,126,000 834,000 4,703,000 17,141,000 
1921-22 ... 1,803,000 796,000 519,000 3,118,000 11,653,000 

Great Britain and 
Norlhern Irelarul--
- (b) (b) (b) 

1922-23 ... - - - 2,303,000 8,543,000 
1923-24 ... 1,324,000 698,000 374,000 2,~96,OOO 8,893,000 
1924-25 ... 1.148,000 653,000 413,000 2,214,000 8,229,000 
1925-26 ... 1,095,000 636,000 403,000 2,134,000 7,938,000 

(a) Including small quantities of perfumed and' other untated spirit. whioh were 
eha.rged by the liquid ·gallon. 

(b) As the quantity shown for 1922-23 is that cotTelponding to thf' attribut.&ble revenue, 
aep&rat.e figures for each deacription of i_ported apirite are not .... ilable. 



T~BL& VIL-BEER. Cmuumption and DuI,I, 1913-14 to 1926-26. 

, ! 
WinanciaJ 

Belained for Oooaamption. 
I Qoanti1. au 

Per head of Population. 
MaiD rate which aty Net Beoeipte 

Year. of Daly. 

I I .... peid. of DaLY. 
Goaeamption·1 Daly. 

(I) (2) (5) (4) I (5) (6) (7) (8) 
I!td. Brl. Sid. Brio. Balk Brio. Std. Brio. I £ Balk gaJloue. 

UnitoJ f(j"gdom- •• d • (approxoJo •• d. 
IBI3-14 ... . .. ... 7 9 85,446,000 86,947, 35,252,000 13,655,000 29'1 5 11'7 
1914-16 ... ... . .. 23 0 32,576,000 34,241,000 31,088,000 15,882,000 26'7 6 10'7 

1916-16 
(18 Nov.) ... .. ... ·23 0 29,646,000 81,464,000 29,234,000 33,770,000 - -

1916-17 . ,. ... . .. 24 0 25,923,000 29,461,000 26,478,000 31,573,000 - -
1917-18 

(I Apri~ ... ... . .. 26 _ 13,471,000 18,739,000 15,436,000 19,109,000 - -
1918-19 ... ... .. , (AoApri~ 

12,721,000 23,060,000 11,592,000 25,424,000 - -
1919-20 

(23 April) .... ... ... 70 0 24,767,000 34,690,000 21,692,000 71,278,000 - -
192041 

(1 May~ ... ... . .. 100 26,284,000 34,059,000 26,885,000 123,406,000 26'3 52 11'6 , 
(20 April) / 

1921-22 ... ... . .. 100 0 23,201,000 29,866,000 24,356,000 121,8115,000 22'7 51 6'8 

a.oM Brllaln and Norl.hwn 
Jr.wnd-

1922-28 ... ., . . .. 100 0 19,809,000 26,322,000 :lO,OO6,OOO 100,035,000 20'6 45 1'4 
IW3-24 ... ... .. . 100 0 21,003,000 26,597,000 20,570,000 81,702,000 21'5 36 7'7 

I ... 20.. par 
balk barrel, 
labject to a 
minimum of . 
24,. 

1921-26 
(1 A.pril) ... ... . .. n 22,214,000 28,060,000 21,952,000 81,987,000 22'6 36 6'2 

1926-26 ... ... .. . n 22,248,000 28,040,000 22,034,000 82,403,000 22-4 36 6'9 



TABU VlII.-WINE. Oon.umplion and Duly, 1913-14 to 1926-26. 

lI.tained for Oonsumption. 
Net Receipts 

Per head of Population. 
Finanoial R.te. of 

Year. Duty. 

I I 
i 

of Duty. 
.oonsumption·1 Still. Spatkling. Total. I Duty. 

i --._--------'-- ----
GalIon. Gallons. G.llons. Gallons. £ Gallons. d. 

U"i,.d Kingdom.· •• d 
19111-14 •• , D.e.80° ..• .. , ... 1 3 10,481,000 1,206,000 11,687,000 1,152,000 0'25 6'!! 

80°-42° ... .. , • •• 8 0 
Additional on bottled 

wine-
StilI .. , ••• 1 0 
Sparkling .. , ••• 2 6 

1914-15 . ,. 
" 

.. , ... " 
9,339,000 739,000 10,078,000 1,004,000 0'22 5.2 

1915-16 .. 
" '" u • 

" 
10,455,000 6~3,OOO 11,138,000 1,078,000 - -. 
11,302.000 577,000 8,929,000 888,000 1916-17 .,. 

" 
.. , . .. 

" - -
1917-18 ... 

" 
... . .. 

" 
7,064,000 549,000 7,613,000 781,000 - -

1918-19 .,. 
" 

.,. . .. n 12,425,000 766,000 18,181,000 1,409,000 - -
1919-~0 ... 

O· 
... ••• n 18,196,000 1,788,000 19,934,000 2,235,000 - -

1920-21 .. , lI.a S ... ... ... 2 6 11,666,000 664,000 12,330,000 2,913,000 0'26 15'0 
30'-42' ... ... ...6 0 
Additional on bottled 

wine-
Still ••• U' ... 2 0 

sparkl~t~ ... ... 5 0 
Sparkling ceol. 

----.----- -----. .d ""lor.,R ~8April) i . --.--- - ---------



I FinaDcial 

I Year. 

UnJkd Kingdom-

1921-22 ... 

GrMJJ Brllain 
and NorlMrn 
IrlJ<Jnd-

1922-23 '" 

1923-24 '" 
1924-26 '" 

1926-26 ... 

T .. 8L1I Vlll.-WINE. COlUUmptitm and Dutil, 1913-14 10 1925-26-conlinued. 

Retained for CO ..... mpuoD. 
aaw.of Net Reoeiplll 

DDl1· 

I I 
of Doty. 

StilL Sparkling. Total. 

OaDolL Gallona. GaIIona. GalIODS. £ . 
Addbional dotu. 00 Spark- 10,623,000 550,000 11,173,000 2,751,000 

li"l Wine replaoed br. a 
dDty 01 120. &d.C ga 100 
(JO May). at er raW. 
DOChaDged. 

Ditto '" ... ... _0 _0 12,316,000 3,033,000 

Ditto '" ... ... 12,938,000 897,000 13,835,000 3,369,000 

Ditto '" ... ... 14,715,000 939,000 15,664,000 3,752,000 

1 1Iilto ... ... ... 15,049,000 968,000 16,017,000 3,746,000 
. 

• Separate 8gu ....... Dol available. 

Per head of PopulauoD. 

-
CODIUlDPUOD·1 DDty. 

GaDoos. d. 

0'24 14'0 

• 

0'28 16'4 

0'31 18'1 

0'35 20'5 

0'36 20'0 . 
II> .... 



• 

COllUII'ITEJI O:S ISATlOlBL DBBr &.XD T.UATlOIS • 

T ....... IX. 

£.",7EJlTAI.VJlE.VTS. • 

I 
1916. 19H. 19111. 1919. I 

______ ~----------~----_I:-__ __ 
! 

Dwt,'1 P"!!L ~. i P"". v..t,'I' P",,,. Dw!1. 
I i1d• U.-Ild. H-/. 6<1. 

l 
' I ~~ Hd. -fd. lid. [ aad ~ •• iL 
~.......,.. Id. ou..,. 41 .. _....... ., 

1.1. '21d.-&"- lot. 1UIe'-'!lod 6<1.-.". 1.1. 
lid. IU.-l". lid. (I Oet.\ U.-SJ. lid. 
301. I ,d.-I.. 301. ' SJ. t lid. 
fd. ' ou..,. duues lL .". I 
601. I au. ngod b. IJ.} 3J. 
901. (I "'-"II') b. 3d 
b. b. 301. l 401. 

:!.. Oot.J 
O,hM un.. 

APPElIDIX .x, 

~I 
\~J ..... ) 

THE Bt'lIDE..'> OF D"DIRECT TilES O~ YARIO("S 
IXCOMES. 

Note b, fle COffPftittu. 
III tIUs Ap~ ....... ill _ cJotail Ioow ....... UiI\ .... 

Iigoans relaiiag to iIIe dnJos _ foods .... iIIe dnieo _ • ....... ie driab, 
wIaieIo ............. ~ ia .. taIIIe ___ of _ Bepon. 

L-Dnua _ F-. __ 

r •• r. Dodw. 
1. "'til __ wooIihii ....... faIluw Sir BerIIen SuneI·. frpna, 

wIUdo .... f-.dod ill iIIe .u. _ .. BoanI of Trade ....... of 19O1. 
(</. _. til~ _, __ Bcpwt.) 

I. ~ (1)00,. U. p.r lU.-Bir IIerbori Ii.... .. ........ 
ig1ms:-

I_ 
£ 
50 

100 
ISO 
~"'a""" 

Doq. 
L ot. 
IS 0 
H S 
13 0 
Ii , 
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. 1'tIe in, ibree Iig1IJ'8O of coDS11IIIption __ bued OD the Board oi Trade 
budgeU (... ,...,... 240 ., ..... Report), ebee_ by the reouJt.a of the 
Esciae _uiry of 1908. The7 are DOt quia. high euoagh to correspond 
.it.h the l~ OOII81UIlptiOD per head oi _nlaoioD, riL, 6-02 Ilia. The 
6g1ue for tbe iDcome oi £200 &lid over was eaJcn1aMd ill Boell .. way 
..... mab the .boIe able co...uat-t; with .. per bead CODSumptioa of 
6-02 lho. 

We .... iDoliDed to naped thet the COll81llllptioa .ttnlnned to i_ .. 
01. £50, £100 and £150 ;. rather low for tA. _. ""'"Mold sf fow. and 
thet n would be beu. eligh~ ... mer- theee Iig1IJ'8O rather t.hIlD to 
pat the __ ptioa 10 lligh for i_of £200 &lid........ Bn _ do 
_ think n • "7 to ~ eit.bel coane. Ta. t-a. ., ,.", ""ult • 
....., , ..... cAiLIr .......... 16, with whieh we .... ----. iDclndea • 
Iaigher ~OD of _ chi!d ...... t.hIlD the o...,... bo-ootd oi Ii .... 
01' t.hIlD the popnlat.ion ... whole, &lid .... a ill the wo.ge.earuing cluI 
(maiDIy repr.euwd iD 1-.0. by i.....- up to £WO) aach .. family 
probably coasu_ rather .... _ per beood than OD& ...... priaiag more 
..tuJu. '!'t'& theref ..... _pt the ligurea .. rep ..... DUag die ............ ptiaa 
&lid daty payable foe the family oi two adults &ad ibree ch.ilcInm. 

We doubt .betber the rep ..... utat.i... adult ............... ill the higher 
income cJ- (£'.AJO .... d ... er i. 1~) drinks .ppreciai>Q' more _ 
than in the better-paid class of wage-e_n; o.gaira it may probai>Q' 
be bit .. the., in the higher ;-~ childJ'8D Griak .... _ ilIaD 
.. the 10ww _ ~ if ouly ....,._ their __ CaD better 
dord to &i- them IIliJk. la .... 01. theee ~derati .... _ do DOt 
.>tribute a lligher family coaa .... ptM. to the ;- oi £200 and 1IP_ 
tIaan to the ia_ 01. BUiO. 

S. l!1~U (Do.,. s.L .. 1lI.).-No fartha- lIadpta lIeiDg .-.ailabIe, 
Si6 Herben .... _ the, ~pti_, althongh COIIIIiderably iDcreaeed 
i. amoaa' per ~ .... distributed i. \be ..... praportiOll8 as ia 
19O5-Ot: thia _puo. _ to be .... 0 i_itied ill ri_ of the sIich
of the di~ .... be_ the ,_ ,-n _ regards (a) the ""tai1 price ef 
_ &ad (., __ .. hether aollliaa! or raI. Sir Herben appears to 
b.. iDc.......t the 1lI0:I4I .......... ptioa ligurea ..,. U ..... _5. in 
~ wiu the paeral per ...... u..r- ill the .... lead .. _ 1913, 
whic:IIo .... abooot 2 per _L ...... than the, 01. the "',,,.,;.',...... On 
tIaia _, .. o1il1h~ .....tity Iaia liguJw, apia C1ltt.iac _ ... £200 .... :-

1_ F __ , C_,-... ~, 

J£ It.. .. "-
50 29t Ii! 3 

100 3i 13 • 
150 &ad ahon 54 U ! 

•. l'lI-B (DooIw la. _ ".)'-'l'ea ..... ra~ ap to »--_, llIlll. 
8tatinioa .. MDm-pu.. NiMi.ac to 1,lll8 r..iJieo, aJIIected ..,. the 
s.-- 0...;. __ the -()ooa .. ~ 01. tIta Warkiac a • _ 
ridad _porary .rid ....., the pbaa q.... __ _ 
di"""",, .-iIod to ___ sa Herbert ............. ~ .. 
wri .... Ilia papor _ .... bel ........... ef 1915-19, in the __ tIJa 
.... 1tQ tItere ..... a Iarp _-ice in the _pbaa 01. __ Ria 
....... itLfoerftoII "- S_ c-..ittee ......... _ tk. _. ~ 
ahl:r _..... 11'. -ionue the ~ ,_ ha-t _ ...... 
~ .ad diAri ... iIod ..u.ly ~ ..... = \0 ... 191~U ___ 
..... : ... &'ill ;- io _ ..... _ at 01. the .... ia i ... 
__ &ad .uo.r- ;. ..... "'" tIta .wdl..... I p..."....,. _ .. 
• • .. £100 aad £lSO. W .... _ .Uri ..... _ ~ .. . 1."'-"'" ~ witIt _ ;- .. £5llO ... _. 

I- ,...l,0 it' ~. 
I. ... I. .. ~. 

100 !II I'. 
1.>8 3i I Ii! • 

..... ~ 36 Iii. 
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5. 19£3-14 (Dut'll 8d. per lb., with rebate of ith for Empire-gT""'" 
tea).--Since the year 1913-14 provides a more satisfactory ·basis than 
1918-19, we found our figures on an adjustment of those for the earlier 
year, account being taken of the comparative .purchasing power of money. 
The consumption of tea per head was 27 per cent. higher in 1923-24 
than in 1913, and the average rate of duty waa about 6-8d. per lb. 

Income. 
£ 

100 
150 
200 and above 

Family Consumption. 
lb •. 
37 
40 
42i 

Duty. 
£ •. d. 
1 1 0 
1 2 8 
1 4 0 

6. 19115-16 (Dut'll 4d.· per lb., with rebate of i th for Empire-gr.1DfI 
tea).-The Finanoe Act, '1924, halved the duty, and the average rate 
waa about 3·4d. per lb. in 1925-26. Consumption per head was about 
6 per cent. higher than in 1923-24. Th. price of tea was only about 1d. 
per lb. lowerJ and about the same distribution may be asaumed as in 
1923-24, giving-

IfU!OrM. 
£ 

100 
150 
200 and above 

Family Consumption. 
lb •. 
39 
42} 
45 

Th. Dut'll "" 8ug",,". "'c. 

Duty. 
•• d. 
11 0 
12 0 
12 9 

7. 1908-01, (Main rat. of duty 4', lld. per owt.).-We adopt Sir 
Herhert Samuel's calculations (which he again b .... on the Board of 
Trade and the Excise figures), only making an estimated addition of 9d. 
duty per family on account of molasses, glucose and saccharin. 

Income. 
£ 
50 

100 
150 
200 and above 

Family CUn8Umpti&1l. 
lbo. (Iugar). 

302 
357 
370 
383 

Duty. 
•• d. 
11 11_1120. 
14 0 
14 6 
14 1O-IIY 15 •. 

In. the case of sugar we do not question the increase in consumption 
attributed to the incomes of £200 and above; the difference is mainly 
to be accounted for by 1ile greater consumption of sugar in jam, aweete, 
&.c., by families in better circumstances. 

8. 1918-14 (Main rat. of duty 1 •• If/d. peT ClDt.).--Sir Herbert followed 
the same method of converting the 19034 cotlBumption figures aa in the 
case of tea. He appears to have taken. the calendar year 1914, conlJUlDp
tion for which waa 4i per cent. 1 ... tlian for the linanclal year 1913-14. 
The n8OOll8ry modification, with an eatimated addition of tid. per famil7 
for molassesJ gives the following results:--;-

Incom,* 
£ 
50 

100 
150 
200 and abo.e 

Family ConmmplioA. 
lbo. (ong .. r) •. 

346 
407 
428 
438 

Do/ITI· 
•• d. 
6 2 
7 2 
7 6 
7 8 

9. 1918-19 (Main rat. of dutll from 18rd April. 1918, !5 •• 8d. per CIDf.). 
--Sugar waa rationed for tho wbol. year. Sir Herbert baaed Ilia 
estimates on Sumner Committee figures, which showed that actual oon .. 
IUmption closely oorresponded with the rationed allowance of • lb. per 
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week per per.on, but that the better-paid working olass family and the 
lower middle clus family consumed neM'ly 40 per cent. more jam and 
oyrup than the unskilled labourer class. The actual total coDlumption 
of .ug .... in 1918-19 waa about 6 per oent, below the Budget estimate, 
00 W'hich Sir Herbert'. figures were framed. We modify his figuree 
aocordingly, and make an addition in respect of moIB8888, &c., estimated 
to average as much as 8.. per family.-

I_mo. 
£ 

100 
lliO 
200 
600 and above 

Family ·Comumplion. 
lbe. (Rugar). 

206 
235 
250 
255 • 

Dutil· 
£ •. do 
2 14 0 
S 1 0 
S Ii 6 
866 

10. 19t8-J1~ (Mom ~(Jto of .rutv (JI in 1918-19, wif" ~.bot. of If'' on 
Empiro-i/ro1Dn IU/Ia~).-We base our figu ... on thooe of 1918-14 ae adjueted, 
ohecking them also by referenoe to the distribution of coDlumption in 
1918-19. . 

We make allowance for the probable effect of the higher prioe of Bugar, 
aa compared with that of 1918-14, in alightly depreBBing the relative 
.. nsumption of the £100 and £160 incomes. 6 •• per family is included 
for mola.-, &0. 

1....... Fa"'"l1 C ...... mplio... DUll!. 
£ lbo. (IUgar). £ •• d. 

100 800 8 10 0 
150 855 , 8 0 
200 878 , 8 0 
500 and above 896 '12 0 

11. 19'6-Jl6.-(Main mh of dufll H.. 8d. per ... t. IDit" ~oboto of 
~ •• 8,,,. p.~ ... f. • .. Empir .. auger affer lit .Tuill.) The Finanoe Act, 
1924, reduced tho duty by more than half, the average rate of duty on 
refined lugar beina about 2·6d. per lb. in 1923-24 and under l·U. 
per lb. in 192.>26. Conaumption per head w .. about 14 per cent. higher 
than in 1923-24; the price of auger having fallen from about 6id. to 
about Btd. per lb., we allow for slightly greater expansion in the £100 
and £160 incomes than in incomes of £200 and above. 2.. per famil;r 
is included for mol ....... &0. 

1 __ 

£ 
100 
tOO 
200 
600 and above 

F,n.illl Cv __ pCiON. 
lbo. (sugar). 

356 
419 
484 
466 

Duq. 
£ •. d. 
1 17 6 
II S 9 
l! 5 8 
276 

rA. Duli ... "" Co ..... 1)0/1 •• and CA;....", Drild ,.".ito, Pat ... t Jl odioitIu 
ond Table Wofon. 

12. {~~~ } -We adopt Sir Herbert 
which .... viii,.. in amou .. \' ,ia.:-

lIMO", 
£ 
60 

100 ... 
tliO .. . 
iOO .. . 

and above. 

Samuel's &gur. of duty, 

1>utw. 
L d. 
1 0 
I 0 
8 0 
, 0 
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13. 191B-19.-The duties on cocoa, coffee and chicory J dried fruite, 
patent medicines and table waters yielded £6,199,000 8S oompared with 
revenue from teo. dut,y £16,054,000. If the distribution between in
comee was similar to that suggested fol' tea duty J the figures would be 
something like: 

Income. 
£ 

100 
150 .. . 
200 .. . 

The revenue in detail wae 88 follows:-

Dutv. 
8. d. 
10 9 
12 4 
13 5 

£ 
Cocoa 2,482,680 
Coffee and Chicory 782,277 
Dried fruite 281,014 
Patent medicines ... 1,0&,694 
Table waters 1,586,944 

The Sumner Committee figures for cocoa, coffee and chicory, 88 quoted 
by Sir Herbert Samuel, appear to suggest that the distribution for theoe 
commodities taken together may have been very similar to that for tea. 
Of the remaining three, dried fruite and table waters probably affect the 
larger incomes more, and patent medicines the small incomes. 

On the whole we have decided to graduate the figures a little more 
steeply than ·those for tea, and to attribute a rather higher figure to the 
incomes from £500 upwards, thus:-

Income. 
£ 

100 
150 
200 
500 

and above. 

Duty. 
•• d. 

10 0 
11 6 
14 0 
15 0 

14. 19f18-t4.-The yield of the duties"'88 £4,727,000, the detail being: 
£ 

1,258,270 
493,905 
92;,909 

1,306,7i6 
739,840 

The same sort of distribution as that proposed above for 191s..19 would 
give something like: 

Coooa 
Coffee and Chicory 
Dried fruits ... 
Patent medicines 
Table waters 

, .. 

Income. 
£ 

100 
150 ... 
200 ..• 
500 .•. 

and above. 

. ... 
, .. 

Dutil. 
6. d. 
7 7 
Il 8 

10 7 
11 4 

The yield from patent medicin... being hlgher (and relatively to the 
other duties included under that heading much hlghar), a Batter pro. 
gression is suggested:-

Income. 
£ 

100 
150 
200 
500 

and above. 

Duty. 
•. d. 
8 3 
9 0 
9 9 

10 6 
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15. 19B5·IB.--Th, yi,ld of the duti •• was £3,254,000, the d.tail being 

Cocoa 
Coff., and Chicory 
Dri.d fruita ... 
Patent medicines ... 
Table waters 

,,-

£-
735,000 
249,000 
565,000 

.1,290,000 
415,000 

The same sort of distribution .s that proposed for 1923-24 ·would give 
something like: 

Inco'me. Dutu. 
£ s_ d. 

100 6 8 
IJO 6 2 
200 6 8 
500 7 2 

and above. 

The yield from ('000&, coffee and chicory has fnllen owing to the halving 
of the rates of duty by the Finance Act, 1924; the yi.ld from dried 
fruits -and table waters has also fallen and that from patent medicines 
h •• slightly incre.a.ed. It i. probable in·th. light of th ... figures that 
the hurden on th" smallest incomes baa been relatively greater: we 
ther.fore conjecture th" following figu""",:-

Income. 
£ 

100 
150 ... 
200 ... 

and above. 

1I.-DUTlBs ON ALCOHOLIO L'QUORS. 

Dutu . 
•. d. 
6 0 
6 6 
6 9 

(A).-SuOO • .,.d a_age JlO...... fOf' .""ai" '''_'-IITOnp'. 
16. A4I the end of tibia Appendix ..... 4leblee haeed on ...nOM hy.potbeoea, 

whioh BU-," alternatin eolB of per head figoree for 1923-24, relating 
t>o the OOll8un,ption of epirilB, beer <LDd wine in Great Britain, and the 
duty horna thereon. 

Th. fiIlU"'S .... p"' .. nt the a"erof/' consumption and duty for drin""", 
male and female being ehown aeparateiy. 

Three int"Ome--groups are taken, those eD!eeding £500. those between 
£:/00 and £600, and th_. up t>o £:100. 

17. Tbe approximate 'olu' consumption, total dut" aDd average rates 
of dut~opU>d for U- ro"llh crJculatioas ......... ae foIlowa in 
19l13-U:-

Coneumpuon. Du.,. A_do'y. 

\70 
d. 

Potable apirilB H,ROO.OO) £52,200,000 7 (per proof 

Bear 
proof plloDB pilon) 
U-I1I.600,00) £77,4111,000 I 1 7'6 (per pllon) 

Wi"" 
plloll8 

18,64c..OOO .I: s.~,OOO , 10'5 • n 
_lions 
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18. The nu.mber of dr~nker8, male and female, in each income-group, 
h.. been arrIved at conjecturally by the following ateps:-

(i) The population of Great Britain in 1923 was 43,318,000, made 
up roughly as followa:-

Below 18-
14,468,000. 

18 and upwards-
13,400,000 males } 
15,4li0,000 females 2!l,850,000 

(ii) The number of households in Great Britain in 1923 waa about 
10,000,000. These have been divided up, very roughly, into the 
following groupa:-

Income of head of household. 

Group A.. Upward. of £500 ... 
Group B. Between £200 and £600 I 

Group O. Up to £200 ••• ::: I 

Number of 
ho_holds 
in group. 

500,000 
1,500,0(10 
8,000,000 

Number of 
individuals 
in group. 

2,000,000 
6,000,000 

35,000,000 

(iii) It has been aaoumed that the numbers of adults, male and 
female, are distributed between these groups roughly in proportion 
to the total population in each; a .lightly higher proportion of 
adults has, however, been allocated to Group. A and B than to 
Group O. The following ligor .. have resulted:-

Growp A comprises 

Growp B " 
GrOwp a 

" 

Adult Mal... Adult F.mal ... 
650,000 

1,950,000 
10,800,000 

750,000 
2,250,000 

12,4li0,000 

(iv) Two alternative assumptioDs as to the proportion of abstainers 
(or practical abstainera) have heen applied to these figur .. , and 
certain proportioIlS have been '888WDed between male and female 
consumption within Bach income.group and for each chute of drink. 
Round figures of total consumption have bean taken; they are 
slightly les. than the actual figures, and may he regarded as making 
some allowance for drink consumed occasionally by practical 
abstainers. 

These alternaltive aasumptiona oonatitute the main A'IIpotke.u, I 
and II. Each of theee main h~ .... ;.,. sub-divided under lour 
heads (a) to (d) according to 'the ,..tio assumed hellloeen the con-
8umption of the several groups. . 

19. A. table is added bringing together for comparison the results of 
the various hypotheses, 80 far as concerns the average duty borne in 
respect of individual oonsumption. We may note the following points:-

(i) It is remarkable how comparatively little the average duty 
borne in Group C is altered by variation in the other groupe: under 
Hypath";' I the duty borne by a man and woman together in 
GrouP a only varies from £11 18.0. under sub-head (b) to £10 '-. 
under sub-head (0), .while the variation in Grnwp A ia from £14 6,. 
under sub-head (b) to £82 161. nnder Bnb-head (0). The relative 
narrowness of the variation in Group C is due to the much I .... ger 
Dumber of peraona over .. hom the CODBumpMea ia IPread. 



APPENDIX X. 55 

(ii) The variation in Group A, and to a lesser extent in (howp B, 
being considerable, the margin of error must be correspondingly 
wide. It is Dot difficult, however, to judge tht iD each hypothesis 
sub-head (b) attributes too Iowa consumption to (}rOv,pB A and B, 
and therefol'4! by inferenee somewhat too bigh a consumption to 
(Jroup 0: lub-bead (c)-if Dot 'also sub-head (d)-appears to err in 
the opposite direction. 

(iii) In Group A.-iDcomes above £500-it h .. to be remembered 
that lomething like 60 per ceDt. of the incomes fall between £500 
&lid £1,000: only about 5 per cent. exceed £5,000. AD, average 
over the whole group of 'about £20 duty (for a male and female 
coneumer together) would seem reasonable. 

In Group B-inoomeo between £200 and £500-a greet deal of the 
ooneumption m<let be very mode .... te. One well-<\ualified advieer gave 
it fl. his pereonal opinioD ~h .. t <bhe average individual of this grollrp 
proboJbly spends I... than the average of Grov,p 0, ...wanoillg the 
two points th..t llOIl-manual workers do not find alcohol so neceaaary 
for their 8ustenance, and that middl...,l ... respectability, and e_di
tl1r8 on education, clothes, &c., do not admit of huury consumption. 
We are iDclined to doubt whether this opinion doea not go too far, 
in view of the probebility that a good deal of _enditur. is tr ....... 
fe,Ted from beer to whisky and wiDe. However, we think it likely 
that Dot more than £12 would ,be & reasoDable figure to ta:ke for 
average duty (for a male and female consumer together). 

If £20 ti.nd £12 are taken 01 averages for Group. A. and B respeo. 
tively. the lnal ta:bl<> a.ppended would _t' -that eomethiDg like 
£11 9 •• (H1/fJOtA .... I (a» or £10 100. (H1/fJOtA .. i. II (a» might 
be taken for Group O. ,We are not disposed to put the figoro higher 
th.,D £10 10 •. 

• 
(B.)-SU/I,.".d repreoeDtati ... figWfI /Of' ....nous i .... m ... 

20. W. thue get 01 average duty figures for & male and femu conoumer 
together--

Group .. 

" B 
" 0 

£ •. d. 
20 0 0 
III 0 0 
10 10 0 

In workinS to representative figures for vvioua iD00JDe8 we "Bme 
that. 8S income rises, there is a decreuing oonsumption of beer (acep • 
..t the llrot st<>po) a.nd an increasing OOll6umptiOIl of spirits and wine. 
As regards bMor. the duty on which "aries according to its strength, 
we RS8U1ue an a~rage duty of 21d. per pint for iDCODles of £100, £160 
and £!!OO. of lI~d. per pint for incomeo of £500 and £1,000, &lid of 
3d. per pint for the higher i_eo. As reg'" wi.... "" ......... an 
a • .,rllllO figure of duty rising from 6<1. per bottle (income of £150) to 
b. 6<1. per boW. (iDoomea of £10,000 and upwardo): the ratea in force 
nrisd from lid. per bottl<> for still light ",in. (inclllding light port) to 
21. 6ft. per boltl<> for spArkling wine. . 

The !iau"" for incomes up to £!K() have in ria .. the manual worker. 
Tb. rep ..... ntath ... consumption of the c*rieal worker might DO doubt 
be considerably 10 ..... . 

A. iD the """" of th. to ....... duty (_ JIll ..... i« (.) ., Bepori) &D 
blC:reasina margin is allo'trMl fOl' U Ut"8SS entertain men' U iD the higher 
ir.oom .. : in \he ea.- of spirits and wine, the margin is probably a good 
d...J ... i .... r thon in the c_ of to ......... 
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21. The following are the speculative figures we suggest:-

1918-21,. 

Consompbion of Man and Wif •. Duty. 
Total 

Income. 

Spirita. I I 
Duty, 

Spirits I Beer I Wine 
(bottles). (pint.). (bottles). Beer. Wine. o&y 

I 
£ •. a. £ •. a·I£'· a. £ 

100 ... - 650 - - 6 2 0 - 6 
150 ... 5. 800 6 at Sd.duty 2 6 6 7 10 0 I 0 3 0 IU 
200 ... n 900 12 at 8d. 

" 
3 3 5 88908 0 12 

500 ... 15 350 45 at 10d. " 6 6 10 3 12 11 I 17 6 12 
1,000 ... 25 225 100 at h. 

" 
1011 5 2 6 10 . 5 0 0 18 

2,000 ... 45 125 150.t h. 
" 

19 0 6 1 11 0 28 
5,000 ... 60 75 350 at 1IAd." 25 7 6 o 18 9 23 6 8 50 

10,000 and 90 75 800 at h.6c/ ... 38 1 a o 18 

31 7 10 

91
60 0 0 100 

upwards 

22. 1915-16.-The rates of duty remained as in 1923-24. Per head 
consumption for the two years was-

Spirits 
Beer 
Wine 

1923-4. 
·34 proof gallons 
21· 5 bulk gallons 
·31 gallons 

1925-11. 
·31 proof gsllons. 
22·4 bulk gallon •. 
·36 gallons. 

On account of the_ slightly greater consumption of beer in the later 
year we make a small addition to the figures of duty for the lower 
inoomes-5.s, for the income of £100 and BB. lor the incomes of £100 
and £200. For incom.ee of £10,000 and over, we make an addition of 
£5 on account of the increased consumption of wine. For the inter
mediate incomes the reduced consumption of-spirits is taken 88 roughly 
balancing ',the increase in other drinks and DO alteration is made. 

23. 1918-19.-This is a difficult year to deal with. As consumption 
was compulsorily restricted and general conditioDs were very different, 
it is impossibJe to say how nearly drink WBJI distributed over consumerl 
in the same way 88 in 1923-24. It would seem out of pla.oe, therefoJ'lS, 
to make refinements on account, e.g., of the higher general cost of 
living in 1918-19 and the lower costs of spirits. Total consumption 
having been roughly aim.il8lf for the two ytBrs, the consumption figuree 
for 1918-19 have aimplybeen taken from the 1923-24 table above and the 
duties worked out by reference to the tileD, cun:ent rates. 

The following round figureo result: - • 
I""""",. 

£ 
100 
160 
000 
500 

1,000 
2,000 
5,000 

)0,000 
and upwardo • 

.0 •• 

Dutil. 
£ •• a. 
215 0 
450 
660 
600 
7)0 0 

11 16 0 
20 0 0 
36 0 0 

24. 1916-U.-The figures of conoumption have been worked back from 
those of the 1923-24 table. 



APPENDIX X. 57 

In converting from the later year, regMd haa been paid particularly to 
the following points:-

(i) the relativ.ly high purchaaing power of mon.y in 1918-14. 
(ti) the much lower Income T"" in 1918-14-tmaJrlng .. big differen .. 

in the spending pow.r of the larger incomes. 
(iii) the greater &mOlHlt of excessive drinking in 1918-14-a reason 

for not putting the representative dt"inker's consumption quite as· 
high aa we might otherwise he led to by the figures per head of 
population. 

(iv) the fact that spirits coneumption W1I8 about twioe aa much in 
1918-14 as in 1928-24: in view of the great difference inpri .. (about 
40. a bottle in 1918-14) much the grea_ ohange is tak.n, to have 
occurred in the wag .... arn.r'. .xpenditure. 

(v) the f""t that be •• con.umption per head in 1918-14 .w .. abont 
on ... third g_tor th ... in 1928-24: duty ,per head about on .... ixth of 
<libat in 1928-24: the 1918-14 duty is taken tilt id. per pint for all 
inoom .. , lin .. the gravity of beer before the War varied very little. 

(vi) the fact that wine """8umption in 1918-14 """ .. bout :f!.v .... inha 
that of 1928-24: duty per head about on&othird. 

Th. resulting table I ... followe:-

1918-14. 

OODBumption of man and wife. Duty. I Total Inoome. 
(~:~).I Wine (boUl .. ). Spirito. I I 

I duty. Spirito 
(boUl .. ). Beer. Wine. I 

"'II· 
£ I. d. £ •. d. £ I. d. £ •. 

60 9 1.000 4at 411. duty 17 7 1 010 1. 4 2 0 
100 16 1,100 8 al 4d. " 1 9 4 1 211 2 8 2 15 
150 18 1.200 16 .t 4d. 1 15 S I /) 0 . 6 4 1I 5 

" 200 22 1.200 80 at U. " 2 S I I 5 0 10 0 4 0 
600 80 850 80 at lid. 

" 
2 18 9 7 4 I IS 4 6 0 

1,000 60 176 120 at lid. 
" 

4 17 11 S 8 2 10 0 7 10 
2,000 ! 70 125 260 al tid. 

" 
617 I 2 7 6 10 0 IS 10 

6,000 I 100 126 700 al tid. 
" 

9 16 10 2 7 17 10 0 27 10 

and I upward .. 

--
!115. J~4.-Tuation _ head for all duti .. together .. as 6 par cent., 

or h. lid. in the pound, ....... than in 1918-14. The fuIIowing rough 
ftguree of duty ara eug(lOllted. 

lACOMe. 

B 
SO 

100 
ISO 
l100 
IiOO 

1,000 
i,ooo 
5,000 

gd abo ..... 

lNllI. 
B •• d. 
i IS 0 
S 0 0 
S 10 0 
, IS 0 
IS IS 0 
800 

... 14 10 0 
1I9 0 0 



.HYPOTHESI! I. 

F .. ,o .. common I. Hypolh .... 1 (a)-I (el) . 
• 

Proportion of Male 
Proportion Number to Female Consumption. 

• -- of of . 
Ab.tainer •• Con8umer •. 

SPirit··1 I Wine. Beer. 

Per oont. I 

Group.1 (inoo';' .. upward. of £600) { M. 
16 I 650,000 4 4 2 

I _. ..F. 40 450,000 1 1 1 . 
'1 

. 
Grou&B (ineomOlbeb,,_ £200and{ M. 15 1,650,000 4 7 3 

~ ~ ~ 40 1,350,000 1 2 2 

{M. 
15 9,150,000 4 3 3 

Group C (inoomOl np to £200) 
F. 7,470,000 40 1 1 2 

} 

} 

} 

Ni>tional Number of Male Conaumer •. 

Spirit •. Beer. I Wine. 

662,500 662,600 775,000 

1,987,500 2,035,714 2,550,000 

11,017,500 11,640,000 14,130,000 

'" 00 



( Hypolberia I (4). ResulIII of Hypoih .... I ( .. ). 
I 

f 

Ratio of Co_me. fm Tol&) Couoamplion (in pllona). Per head ConsumplioD Per head Duty (male and 

- lrlale of eoch oop. (in gallona). I female consumer). 
I 

Spirit.. Beer. / Wine. r Spirit..· 
1 

Beer. r Wine. SPirila·-1 Beer. 'Wine., SPirila.1 Be ... , W ine.1 Total. 

I 
£ I. i I Il I. £ I. £ •• 

Group A ••• S 1 20 

I 
2,750,000 4,194,000 4,846,000 4'15 6'33 6'25 14 13 o 10 1 11 16 14 M. . 1'04 1'58 3'13 3 13 0 3 o 15 4 11 F. 

Group B ••• 8 4 6 4,126,000 51,649,000 3,986,000 2'08 25'32 1'56 7 7 2 1 0 8 9 16 M. 
I 0'52 7'23 1'04 1 17 o 12 0 5 2 14 F. , 

GroupO ••• 1 12 1 7,624,000 884,267,000 4,418,000 0'69 75'96 J)'SI 2 9 6 4 0 2 8 15 M. 

I 
0'17 25'32 0'21 o 12 2 1 0 1 2 14 F. 

- - - 14,500,000 940,000,000 13,250,000 - - - - - - - -

Bypoth .. ill (b). I B.e>ult. of Bypath .... I (b). 

Groupl' ... 
f 

8 2 10 1,697,000 9,738,000 8,201,000 2'66 14'70 4'13 9 1 1 4 1 0 il 6 M. 
0'64 8'67 2'06 2 6 0 6 o 10 3 1 F. 

GroupB ... 2 6 4 8,394,000 74,805,000 4,213,000 \'71 36'74 1'65 6· 1 3 0 0 8 9 9 M. 
0'43 10'60 1'10 1 10 o 17 0 6 2 12 F. 

GroupO ... 1 10 I 9,409,000 856,46,!,OOO 5,836,000 0'R5 73'49 0'4\ 3 0 6 0 0 2 9 2 M. 
0'21 24'50 0'27 015 2 0 0 I 2 16 F. --

14,500,000 940,000,000 13,250,000 - - - - - - - -

• Proof ,allon .. 



Hypothelie I (0). I Result. of Hypothesis 1(0). 

Ratio of Conlum&tion for 
·1 

Per head Con8umption 
- Male of eaoh roup. Total Conau,;,pti~n (in gallons). (in gallons). 

Spirita. Beer. Wine. I Spirita.o I Beer. I Wine. I SPirita.
O

! Beer. !Wine. 

• GronpA .•• 12 2 9 4,282,500 18,406,000 3,214,000 6·46 27·78 4·15 
1·61 6·94 2·07 

GroupB ••• 4 • 8 4,282,500 113,110,000 3,525,000 2·15 55·56 1·38 
0·54 15·87 0·92 

GroupO ..• 1 5 1 fi,985,000 808,479,000 6,511,000 0·54 69·46 0·46 

I 0·13 23·15 0·31 

• ! 14,500,000 
.---

- - - 940,000,000 I, 13,250,000 - - -
, . I I I 

Hypothesi. I (d). 
• ! 

R .. ulta of Hypoth .. is I (d) . 

, , 
Group A ... 9 1 60 I 8,167,000 9,896,000 8,114,000 

I 
4·78 1 14•94 10·47 

I 1·19 3·73 5·24 
Group B ••• 4 2 6 4,750,000 60,811,000 2,670,000 2·39 I 29·87 1·05 

I 
I 

0·60 0·70 , S·b3 
GroupC ••. 1 5 1 6,583,000 869,293,000 2,466,000 0·60 114·68 0·17 

, 0·15 I 24·89 0·11 , . -----------'---- - I - . 14,500,000 940,000,000 13,250,000 - - -

Per head Duty (male and 
female consumer). 

SPi~ta.1 Beer. I Wine.! Total. 

£ •• £ s • £ •• £ s . 
22 16 2 5 1 0 26 1 
5 14 011 o 10 6 15 
7 12 411 0 7 12 10 
1 18 1 6 0 4 8 8 
1 18 5 13 0 2 7 13 
0 9 1 18 0 2 2 9 
--------

- - - -
i 

2 11 120 12 16 17 1 4 
4 4 0 6 1 6 5 16 
8 9 2 9 0 5 11 3 
2 2 o 14 0 3 2 19 
2 2 6 2 0 1 8 5 
011 2 1 0 1 2 13 
---------- - - -
, 

M. 
F. 
M. 
F. 
M. 
F. 

-
-

M 
F. 
M. 
F. 
M. 
F. 

-
-

0> 
o 



Group A (ineomeo upward. of .£6(0) {
H. 

F. 

Group B (In""""'" bet .... n 
and £6(0). 

£2oo{ H. 
F. 

Group 0 (Incomea np k> £200) .,. {
H. 

F. 

HVPOTSE818 n. 

FaebJn e<Jmmon ID H//PO/A .... II (a)-II (d). 

! Proportion of Male k> 
Pr0':rion Nu:ber Female Cooaomplion. 

Abotaio .... , Cooaom.... SPirite.1 Beer. I Wine. 

20 

46 

10 

20 

660,000 

626,000 

1,660,000 

1,237,000 

9,700,000 

9,960,000 

4 

1 

4 

1 

4 

1 

4 

1 

7 

2 

8 

1 

2 

1 

S 

2 

3 

2 

Notional Nomber of ~ale Cooaumera. 

} 681,000 I 681,000 812,000 

} 1,869,000 i 1,903,000 2,3U,000 

} 12,190,000 13,020,000 16,340,000 



Hypotbeoil II (a). Results of Hypotbeaio II (a). 

Ratio of Oonlumptlon for Total Oonlumptien (in gallons). 'Per b.ad OODlumption Per bead Duly (Male and 

- Male of eaoh group. (in gallons). Female Oonsumer). 

Spirits. I Beer. I Wine. Spirits.- Beer. I Wine. Spirits.- Beer. JWine. Spirito. I Beer. Wine. I Total. 

. . 
£ I. £ •. £ •. £ •• 

Group A ... 6 1 ~O 2,711,000 3,891,000 4,841,000 3'98 5'71 5'96 14 1 9 1 9 15 19 M. 
1'00 1'43 2'98 311 2 15 4 8 F. 

Group B ... S 4 5 3,700,000 43,488,000 3,538,000 1'99 22'85 1'49 7 0 1 17 7 9 4 M. 
0'5~ 6'53 1'00 1 15 11 5 211 F. 

GroupO ... 1 12 1 8,089,000 892,621,000 4,871,000 0'66 68'56 0'30 2 7 6 12 1 8 0 M. 
0'16 22'85 0'20 12 1 17 1 2 10 F. 

-
1 .• -- - . 14,600,000 940,000,000 13,250,000 - - - - - - - -
~ 

Hypotheaio II (b). Results of Rypothesio II (b) • . 
I I I 

I 
9,075,000 I 1 3'90 Group A ... II I 10 1,650,000 3,168,000 2'42 13'33 811 1 2 19 10 12 M. , 

0'60 3'33 
1

1 '95 2 3 5 10 2 18 F. 
GroopB ... 2 5 I 4 3,003,000 68,399,000 3,706,000 1'62 33'31 1'56 514 2 14 8 8 16 M. 

I 0'40 9'52 1'04 I 8 16 ' 5 2 9 F. 
UroupC ... 1 10 

I 
1 9,847,000 I 867,526,000 6,376,000 0'81 i 66'63 1 0 '39 217 5 9 2 8 8 M. 

I I 0'20 I 22'21 1 0 '26 14 1 16 1 211 F. , 
- I - I - I 14,500,000 I 940,000,000 I 13,250,000 - I~ - ! - - - - -

I i , 
- Proof gallon •• 



B1P01h";' IT (.). BeaoJ'" of H1P01h";' IT (e). 

Ralio of CO ..... mplion Tolal COoaumptioD (in gallona). Per head COnsumplioD Per head Duty (male and female 

- for Male of _h group. (in gallons). consumer). 

8pirila. Beer. I Wioe. 8pirila.- I Beer. I Wine. Spirila. -I Beer. I Wine. BPirite.1 Beer. I Wine.j Tolal. 
I 

£ •• £ •. £ •. £ •. 
Group A ••• 12 2 9 4,262,000 17,284,000 3,147,000 6'26 25'38 3'88 22 2 2 1 o 19 25 2 M. 

1'66 6'34 1'94 5 10 o 10 0 9 6 9 F. 
GroopB ••• 4 4 3 8,879,000 96,696,000 3,067,000 2'09 50'76 1'29 7 8 4 3 0 6 11 17 M. 

0'52 14"50 0'86 1 17 1 4 0 4 3 5 F. 
Group C ••• I Ii I 6,359,000 826,120,000 7,036,000 0'52 63'44 0'43 1 17 Ii 4 0 2 7 3 M. . 0'13 21'15 0'29 0 9' 1 15 0 1 2 5 F. 

- - - 14,500,000 940,000,000 13,250,(01) - - - - - - - -
I 

B7POlheoil IT (d). I Beaulll .·f Hypolhesis IT (d). 

GroupA ... 8 1 60 3,150,000 9,199,000 8,140,000 4'63 : 13'61 10'02 16 7 

Ig 
2 2 9 .19 18 M. 

1'16 3'38 -5'01 4 ~ 6 1 4 6 12 F. 
Group Bu. , 2 8 4,300,000 61,413,000 2,380,000 2'31 1 27 '01 1'00 8 3 4 0 Ii 10 12 M. 

0'58 - 7'72 0'67 2 1 o 13 0 3 2 17 F. 
Group Coo. I Ii I 7,050,000 879,388,000 2,730,000 0'58 67'54 0'17 2 1 Ii 10 0 1 7 12 M. 

0'14 22'61 0'11 o 10 1 17 0 1 2 8 F. 
-- - - 14,600,000 940,000,000 13,250,000 - - - - - - - -

- Proof gallona. 



EITIlUTBB 01' AVBRAGB DUTY BORNB IN BB8PBOT OP INDIVIDUAL MALB AND F»MALB CON8UHPTION. 

Group A ••• 
llnoom .. 

£bOO.) 

••. ••• Spirito 
upward. of 

Beer 

Wine 

Group B... ••. ... Spirito 
(IDoom.. between 

£200 and £bOO.) B .. r· • 

'Wine 

Group 0 ... .., J.. Spirits 
(Iooom .. up 10 £20~) 'I 

' Beer 

Wine 

Bypoth .... I (a) to I (d) and II (a) to II (d). 

... Male 
Female ... 

... Male 
Female ... 

... Male 
Female ... 

... Male 
Female ... 

.. : Male '" 
Female ... 

... Male '" 
Female ... 

I (al· I 

£ •. 
14 13 
3 13 

10 
3 

1 11 
15 

I (b) I (e) I (d) II II (a) I II (b) I II (e) I II (d) 

£.. £.. £.. £ B. II £. I £ B. I £' •. 
9] 22 16 16 17 14 1 8 11 22 2 16 7 
2 5 6 14 4 4 3 11 2 3 5 10 4 2 
14 25 14 9 12 21 12 

6 11 6 2 5 10 6 
1 0 1 0 2 11 1 9 19 19 2 9 

10 10 1 6 15 10 9 1 4 
----------1-----1·-----11------1-----1-----1------

21 5 14 6 32 16 26 8 20 7 13 10 31 11 25 10 

7 7 6 1 7 12 8 9 7 0 6 14 7 8 8 3 
1 17 1 10 1 18 2 2 1 15 1 8 1 17' 2 1 
2 1 3 0 4 11 2 9 1 17 2 14 4 3 2 4 

12 17 1 6 14 11 16 1 4 13 
88757865 
56435543 

---1------1------1·-----
12 10 12 1 15 18 14 2 11 15 11 5 15 2 13, 9 

... Male ... 1--
2
--9-1'---3 '-0-1---1-]-8-1.---2--2-11.---2--7-1----2--1-7 1---1-1-7,7'1 +1--2--1-

Femal. ... 12 15 9 6 121 I 5 1122 I 14, 9 10 
... Male 6 4 6 0 6 13 5 9 I 5 4 5 ]0 

Female ... 2 1 2 0 1 18" 2 1 I 1 17, I 1 16 1 15 i 1 17 
... Male 2 2 2 III i 2 2 I 

F.maIe ... 1 ___ 1_1._, __ 1_:. ____ 2_, 1 1: iii 1 1 

11 9 I 11 18 I 10 2 \--I0i8! 1Oit'\--1-0-)-9-;:--9'--8-\ 10 0 
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APPENDIX XI. 

MEMORANDUM BY MR. W. H. COATES, LL.B., 
B.Sc. (EOON.), ON THE INCIDENCE OF INCOME TAX. 

PART I.-INTRODUCTION. 
1. The fundamental cause of the great development. of diract tuxution 

haa undoubtedly been the general acceptance of the principle of " ability 
to pay. " But this principle depends, for its validity, upon the truth 
of the further theory that the incidence of the tax faU. upon those upon 
whom the tu iA imposed. And while the doctrine that taxation should 
.. be f&irly distributed, .... d the individual share litted with .ympath~' 
and discriminaton to the back that will for many years have to bear it ". 
is accepted by DeBTly all classes, the underlying and. correlated t!:eory 
that the ta.z. cannot be paaaed on commands no auch measure of unanimity. 
Few .ubjects indeed, arouse luch a division of opinion 88 the incidence of 
the Incoule Tal<, The"" ..... two distinct .. hoob of thonght, one foundod 
on arguments largely based upon practical business considerations and 
the other on theoretical reaaoning. Which view is correctP It is the 
purpose of this memorandum to es:a.m.ine the subject in greater detail 
than h ... hitberto been presented to the Oommittee, giving attention to 
the practical or statistical oonaideratioD8, 88 well aa to those drawn from 
pure theory. The discussion ia confined entirely to the incidence of direct 
ta.xation in the form of & tu. on profit margins, that is, to the direct 
effects of such a tax, 8iI1d does Dot extend into the sphere of ita incidental 
or indirect effects. 

2. No attempt will therefore be made to examine or analyse those more 
dimcult aspecta of the efFecta of .. tax which may be grouped under the 
head of psycllOlogical reactions. Human nature is a very complex: thing, 
and economists have long eince abandoned the conception of the aim.pl" 
II economio man: 1I There is to-day .. much wider conception of the 
nUlJH!.rolll fol'C6l which act and re-act upon meD, take-.D either individually 
or in the mRM, when they are determining their COUl'98 of action in 
buaine.sa life. Decisions, which once might have been taken in the light 
of " hw simple conaiderationa only, are in these days the subject of much 
broftd@r views as to their immediate and COD6equential effects. With the 
llrowth of tJli. larger vision the opportunity for variation between man 
and man has limilarly extended eo that generalisations applied wholesale 
to all ~ntrepreneQra of 'bneinesa have become much more liable to error. 
On the other hand, it is also more widely recognaed that praet ie.l men "I 
bU!liMS!l. stet"pPCi in the technique and insistent dE'mands of their own 
parti('oln't ('ArM, are apt to take views ft'garding the effect of actions 
arising in other spheres butr impinging Oll their own, which look primari:y 
to the more di....,t and luperlki .. l ..... ulte, .nd not to the deeper 01' more 
di.otant .... ults which ..... in trnth the object of th_ actiona. For this 
Nason, in thllOretical 01" even practical investigationa of .hat things are, 
light m'Mt ""Tel' he lost of .. bat things seem. Doe __ ted psychological 
l'MCtiona ma)' have to be traced to the lat"'r, rather th.... to 
t.b" former. for when men act on erroneous impN'sslOns. it is 
tho coasoqne_ of thoee acta which have to be ..... koned with, 
and not lb. entiNb different; consequeneea .bit'h might have arisen 
from aeta founded OR correct impr-.si.ou.. P!>~("holtl{.ti('al reactions 
to ..... at.io.. ..... DOt therefore .. "'-';1:0 d~pendent upon a , ..... 
d~\ermi,u,.tion of \he ineideftce of the taL They may arise from fallacio'3S 
r.MonilllJ. bnt are not 1_ imponant 011 \hat aamunt. But fortunate),
or unfortunately, as the 1'iew may be, these deep..seated re .. tioDS do ._os. 

• 8oJ1l\ 0>m...- ... 1110 _ Tao:: B.pon: 0-1.616, 1M, 5 10. 
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lend themselves to statistical tests of a sa.tisfactory character. For that 
reason they find little place in this memorandum. This is not to s.y tha~ 
their existence is denied. On the contrary it is admitted. Warning is 
merely given that they are deliberatsly """ludOO, exoept in eo far as the 
statistics which will be adduced ma.y in themselves bear silent witness to 
the degree of their reality. Fe»" the rest, it may be noted that 
psychologica.l reactions to a tax are not the monopoly of one clRB8. F~r 
his success in life, the business man or concern depends upon environment. 
There can be no seller without a. buyer, and the latter, as well as tbdo 
former J has his psychological reaction i;() that function of .price through 
which aU profit, and therefore all tax, emerges. 

PART il.:'-PRICE DETERMINATION-THE DOCTRINAL 
AND THE PRACTICAL VIEW. 

3. The' doctrinal view i~ briefly that, subject to certain consequential 
effects o( higb direct taxation, an income tax of the nature of the British 
Income Tax imposed upon net profits cannot enter into the cost of 
production, and cannot be passed OD, by those upon whose incomes it is 
laid, to the general community, i.e., to the ultimate COI18umer of all 
goods and services. This -positIon reste mainly upon four economic lawa, 
viz. :-the law of demand, the law of marginal utility, the principle of 
substitution, and the law of value or pl'ice. . 

4. The general law of demand, as stated by Marshall, is that:-
U The greater the amount to be sold, the smaller must be the 

price at. which it. is offered in order that it may find purchasers; or, 
in other words, the amount demanded increases with a fall in pl"ioo, 
and diminishes with a rise in price It (a). 

Within any given small unit of time, purchasers taken as a whole 
possess a definite amount of purchasing power. The distribution of 
that power in the acquisition of goods and ser'f'icea will· be determined 
by the ag;gregate of their separate. efforts to satisfy their several wanta, 
within the limitations imposed by the respective individual amounUi of 
purchasing power. Every movement of supply accordingly seta in motion 
a force affecting price. Marginal ntiliti88 will govern these movemen~. 

H There is an endless variety of wants, but there is a limit to each 
separate want. This familiar and fundamental tendency of human 
nature may be stated in the law of satiable wants or of diminishing 
utility, thus :-The total utility of a thing to anyone (that is, the 
tataJ. pleasure or other benefit it yields him) increases with every 
increase in hie stock of it, but not 80 fast 88 hia stock increasee. 

That part of the thing which he is only just induced 
to purchase may be called hu marginal purchase, becauae he is OD 

the margin of doubt whether it is lu,rlh his while to incur the outlay 
required to obtain it. . :. And thus the law just given 
may be worded :-The marginal utility of a thing to anyone 
diminishes with every increase in the amount of it he already 
has" (b). 

As the ultimate regulator of all demand is the demand of the ultimate 
private consumer, these law8 express the fundamental principles which 
govern the conciitioDB of puce when regarded from the demand Bide. The 
law of demand and the law of marginal utility are, in fact, the main 
determinants of demand price, that ie, the price which people are just 
wi11ing to pay for a unit of any utility. 

(a) Principle. of BconomiC8, lIanhaU, 8Ua edition, 1920, p. 99. 
(h) ibid., p. 98.. 
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, 6, Just as .the individuals making up the entity of the nation for. 
mulate" as consumers, demand prices for those commodities which they 
need for the aatiaiaction of their wants, ao do they formulate, 88 pro
ducers, prices at which those commodities will be supplied. The com
bination of factors which may be used in the production of any com· 
modity is not fixed and rigid, buir very elastic and variable. Those 
who are reoponBible for production have always open to them a choice of 
the ingredients of production, and the maDner in which different 
individuals will combine thoee factors will be dependent again upon many 
forces, varying not only with the cireumBtances of time and place, but 
allO with the ability, temperament, imagination and other qualities of 
the individual. But one general tendency or law will be apparent, 
known to economista 88 the law of 8ubstitution . 

.. AI far as the knowledge and busine .. enterpriae of the producera 
reach, they in each case choose those factors of production which are 
b .. t for their purpose; the Bum of the BUpPly pric .. of thOle factorB 
which are used iB, as " rule, leas than the sum of the supply prices 
of any other aet of factors which could be substituted for them; and 
whenever it appeara to the produoera that this is not the case, they 
will, as a rule, set to work to .u~tute the \esa expensive 
method" (.). 

6. Economio analyaia of the proeMS of production for consumption thus 
deals aeparately with the demand aide and the aupply aide. The con· 
Bumer constantly ra-distributea hiB purchasing power among different 
commodities or different kinds and grades of the same commodity in order 
that the aati.faction derived from his marginal purchases may be &I great 
as poasible. On the supply Bide, commoditi .. will tend to be available at 
the price which haa been considered .ulIicient to call forth all the efforts 
which are required for their production. And every produoer will always 
be seeking 10 to employ the various agents of production that the cost of 
those efforts is reduced to a minimum, These two Bid.. have to be 
brought into relation, and economic analysis pruoeeda to do eo through 
the common eJement of value or price. Demand price is a creature of 
the mom.nt. Supply price, on the other hand, is the present effect of 
numerous foroea eat in motion iD the put. Ae a oonaequenoe of thil 
fundamental difference between supply and demand, economic ana1yaie 
distinguishes bet .... n thoir long period and short period relations. 

7. ()n..r & long period, the doctrinal view is that price tends to move 
towards the oost of production, that COlt including tho normal anpply 
priOOl of ... 1 the f.ctors involved. It would thus include the a..,raged 
COlt of huildinl! up a husineas and alao the normal profits of carrying on 
huBiuII. those normal profits being the profits which person. engaged 
in th. buBiness would roasonablv upect aa a reward for their efforts, risk 
and oapita!. regard being }lad'to tbe leval of ...... rd in buBin ....... in 
ganeral. It i. further poatul.ted that there will be • tendency for this 
cost of production to fall to the lowest cost of prodllC'tion aa determined 
hy the maximum degree of efficione:r attained, under the stimulus of 
tho competition of tho beet,.managed bnsin_. Th. theory BlIIQ«!8tB 
that tho con of produotio........, interpnlted-indicatea a theoretical 
equilibrium be_n .upply and demand. ....ulting in a theoretical 
price. whieh all the rBBU... fo...... go_ning the bnsiness world ...... 
atantly _d to prod-. RMI lire is. ho.......... concerned. Dot with 
the long-run trend. but with tho f_ of the moment. Most attention 
"'''''' therefo.... be giftn to the abort-period ,relation of demand price 
and suppl .. price. De",and is largely dependent upon the conditiona of 
the moment at which it i. elfeeti.... Suppl, .. h .. but alight .... bility. 
It ia much more inert, and ill ooping with the quick mo ... menta 01 
demand mu", ..... .. ben it ...... the bciliti.. .hich happen to be 
anilabl.. some being the 0_. of past deciaiOllll. In these ohori 

«\ ibid. Po 14'. 
CI 
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period circumstances, then, th. law of demand is paramount. It is the 
relation between the conditions of demand in any small unit of time 
and the actual position of supply at that time which determines price. 
If demand is greater .than supply, then in accordance with the law of 
demand the price will rise until demand is checked, and the two fOlOel 

are in equilibrium; in the reverse case, price will fall. '1he quantity 
of supply is thus a vital factor. Its variations in relation to the 
demand of the moment will immediately make themselves felt. 

S. The central point of modern economio theory of the determination 
of price turns on this movement of supply at the margin. Economio 
analysis suggests that the area of change of price is governed by the 
factor of profit-that increasing profit, or ita anticipation, tends to 
<enlarge the volume of production, and decreasing profit, or its anticip .. 
tion, to diminish it-and, in either case, :that there is always a quantum 
of supply, of varying volume, which is on the point of lleing produced 
or withheld from producti'on. This quantum is governed by the personal 
judgment which h.. to decide whether or not to produce it. The test 
applied by that judgment is whether the production under consideration 
will be profitable or not. Every increment or decrement of supply in 
relation to the existing effective demand will aft'ect price. But the 
price must either cover - the cost of production of the marginal uni" 
produced, or it will yield to the producer a loss which will inlluence hi. 
subsequent volume of production. There is thus at work a continual 
movement of supply at a margin, which is determined by results, i.e., 
by profit or 1088. The produoer is always endeavouring to keep the final 
unit within the profit sphere, but in his search for additional business 
and additional profit he is constantly approaching the marginal line at 
whieh no profit will result, Bnd often he will find himself corried over 
the line into the region of loss on his marginal units. Price is alway. 
hovering in the neighbourhood of that line, on which neither profit nor 
lose is made. The conclusion of economic analysis is thus that, while 
the broad trend of price is governed by the lowest or most efficient coot 
of production, that cost including normal profit and therefore luch 
portion of normal profit 88 is taken by taxation of income, thil at.g;e ie 
rarely readhed in the actual conditions -of life. In these conditioll8, the 
temporary positions of demand and supply are the governing facton and 
price i. determined by the coot of the marginal producIAI, the sale of whi~h 
yields no profit, and may indeed yield a i098. 

9. When this analysis of the position is ~nnected with the incidence 
of a tax levied upon the margin of profit which emerges from business 
transactions, the conclusion, bued on that analysis, is of a simple nature. 
In competitive condjtioJL~, the prices at which oommodities are aoJd 
spttle, under the inftuence of the fluctnationa of supply and demand, on 
the point at which a minimum of pr06t, or .. loss, ill yielded by the 
marginal incrementa of supply, that is, the q1lllotitiee which producers 
just think it worth while to put on the D"Vket. But it is axiomatic. with 
a tax on profit margins, that if there is DQ profit there is DO to. Bence 
the price realised for the IIlBJ'ginal increment. of supply bean no tax. 
Yet those marginal incrementAl of supply aettle the general price. 80 
the general price also contains no element of tax, and the producer does 
not recover from the consumer any part of the tas: that he, the prodnoer, 
It"iII bear on the result of bis productive activities. 

10. The practical view of price determination is much more difficult to 
expound. Then> i. little logically developed or clceely reBlOned argument 
which can be set out for oompariaon with the preceding exposition of 
the economic school. With one exception, the view held by this achool 
must he gathered from the diot& expreued by lil&ding boain_ repreoent .... 
tiveB. well-known public men, and responsible journals (d). The 8nt 

(d) AImeu I ooDtaild 'Ypieal dicta and refereneee. 
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tenet of the practical view is that Income Tax entel'6 into and forma part 
of the cost of production of goods and services. As a corollary of this 
contention, it is said that Income Tax (including Super-tax) is paesed 
an to the ultimate consumer in the form of higher prices for .goods and 
services. Tho nexus between these two views is rarely stated, but, at 
bottom, it appears to rest upon the general economio theory, which is 
discu88ed above, that price is determined in the long run by the normal 
cost of produotion. Given these postulates, the next step, in the view 
of the pro.ctioal business man, i. that the high cost of living must b. 
attributed largely to the burden of the Income Tall: and Super-t"" . 

• 'j'he general oonclusion is then drawn that the present depression of 
industry, Bnd, in particular, the diminution of British export trade 
compared with the p~war position, is mainly due to heavy direct :taes, 
especially the Inoome 'lax and Super-tax. 

11. None of the quotations in Ann""e I offeraa detailed argument 
by which theee conoluaione may' be Bubjected to a reasoned analysis. 
Only one writer, Mr. P. D. Leake, 0&Il be found to ""Pound tho practical 
view in any detail. Mr. Leake's analysis of the problem was set out in 
a paper read befOre the 'London Members of the Institute of Chartered 
Accountante on the 24th April, 1923; the paper was reproduced in 
Th. A.c ..... t""t of the 23th April, 1923. The substance of the argument 
i. to be found in the following pasaage:-

.. l'he level of aelling prices ia thua of the greatest importance to 
the well-being of the wage-earnel'll, who must ""change their wagea 
for food, clothes, ehelter and amusement. But it ia the employers 
who are the produoe,.. of all theee things, and who fuo: prices at .. 
level whioh will yield them not lees than a fair- a ....... ge profio
otherwise it ia obvioua t.het i!hey will gradually cease to produce. 
Thu8, apart from current price ftuctu.a.tions due to changes in Bupply 
and demand, the general level 01 eelling prices must inevitably 
b. b .... d upon the cost borne by employers incidental to procluotion, 
and this cost includes the employ .... ' disproportionate burden of 
prog""";ve tuation. Therefcml the efteot of thia extra tax burden 
must be to foste., tho maintenance of high prices, and so to lay upon 
the wag .... arners .... extra burden of altogether unkno.... ""tent. 
but which may probably .... ount to not 1... than 85 per cent. of 
that part of the employers' Income T"" burden "hioli ill inevitably 
reIIected in the retail pri ... of the commodities purchaeed by the 
wage-earnera. II 

l:i. The oontral point ia that the employers, who are the pradu ..... of 
the food, doth .. , .belter and .... _ment which repl'8llODt the bulk of 
OOIlOumptiOD, fuo: pri... at a level which .... ill yield them no_ 1... than a 
fair a_age proft1>-<>therwise they .. ill gradually __ te produce. In 
a 16tter to tho Tm .. of the'16th August, 19iM, repeating the substance of 
bis araument, Mr. Leake introduced an important modifl.catioD. Be 
eaid:-

.. All produotiOJ>-<Wlept that from State and municipal und ..... 
takinp-arises in the hands of employere .... d independent .... rk ..... 
Employers are the prit. fuo:en, and, in the long run, they will all1'el7 
either JIl"aduaily _ too produce or alse they will maintain eelling 
pri""" a' a level wbich will leave them a .......... able nN profit afWr 
p~ ... all ontgoinga, includinll -. FOI' the most pan the,. can, 
and. lIatura!b they do, adop\ the latter alterDati ... " 

The qualification. lies in the .... nIs .. in the long rna '.' which chang ... 
the whole buic ~\lOD. The. .. ani. CODYaR the .......nOll of • de6ni .. 
f"'" into the ___ 01 a _deDcy. The only IinI< pain_ left .... Yr. 

CI 
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Leake's argument appears to be one whic:;h approaches general eco~omic 
theory j he says:-

U Thus, apart from current price lluctuations-· due to changes in 
supply and demand, the general level of selling prices must inevitably 
be based upon the cost borne by employers incidental to production, 
and this cost includes the employers' disproportionate burden of pro
gressive taxation." 

Here is an implied recognition of the fact that current price fluctua. 
tlons are dne to changes in supply and demand, but it is parenthetical 
only, and at once made subsidiary again to the cost of production theory. 
A legitimate doubt therefore remains whether Mr. Leake hold. that any 
de facto price is detennined by these current fiuctuatioDa of supply and 
demand, or by the general long-run trend of the cost of production. 
Mr. Leake leaves that doubt unresolved. 

PART m.-THE BASIC DIFFERENCE BETWEEN THE 
TWO". SCHOOLS OF- THOUGHT. 

13. The broad diH'ere~ce between the .process of price fixing in relation 
to taxation ·of income, as elaborated by economic argument, and as 
eteted by Mr. Leake in explaining the views of the busine88 school, thus 
lies in this. The economist conceives the broad trend of price deternll
nation to be the cost of production, that cost including all normal profits, 
and therefore such portion of those normal profits as is taken by taxation 
of income. But in the conditions of real life, economic reMOning denies 
that this stage is ever realised. The cross currents, fluctuations and 
opposing forces are too varied, too strong and too conflicting. The 
actual course of events progresses along an irregular line, each point 
on which m&rka the resultant of the conditions of the moment. Thoae 
conditions are determined by the current position of supply and demand, 
which constitute the upper and nether millstones grinding out the 
results of industry, in the form of profit or loss. Mr. Leake, on the 
other hand, gives great prominence to the long-nm tendency, and 
appears to hold, though with some dO,ubta, that thie long-run tendetlC! 
governs price at any moment. The interpolation of these doubts 18 

evidenced, by his reference to the current price fluctuations due to 
changes hi supply and demand. The general business view, therefore, 
appe8J'6 to be that if producers cannot maintain prices at U a level which 
will leave them a reasonable net profit.. after paying all outgoings, 
including tues" they ,will Burely U gradually cease to produce." 
Therefore, it is argued, they do add the tax. On the contrary, if the 
economic argument is correct, they cease to produce . 

. 14. The general eoonomic theory of the marginal product, that ii, of 
the quantity of supply which producers are doubtful whether to put on 
the market or not, appears to assume that some portion of the 
production of every producer is a marginal product This assumption 
depend. on the theory th&t e&eh producer will pnah produ~ 
tion up to the point &t which the pjioe yielded by the last iner ... 
ment of supply is just equalled. by the -cost of itl produc~lonf 80 that, 
on that increment, neither profit nor 1088 is made. The prJ~ equals the 
cost at the margin and therefore, 80 goee the theory, the pnce of all of 
tha't commodity or: the market will be governed by • cost wweb yielde 
DO profit, and therefore bear. no tas. It is a ready answer to this 
presentation of the theory that the producer ",ill only posh production 
to the POlDt at which he secures a normal profit on 008t, and that that 
normal profit will th .... include &lJ the us .. he has to bear. No doubt 
each producer baa a marginal amount of production, that 0, ... ariabIe 
quulltity the production of which he may hesitate to undertake. And 
jf all produc~1'& were equal in ability, the marginal production of an,. 
f)Ommodity might well be spread over the whole area of production, with 
a constant tendency on the part of each producer to determine hi, 
marginal production by the test of net profit after payment of income 
taxatioD. 



APPENDIX Xl. 

'15: But the variety 'of human ability has to be reckoned with. The 
-qualities whioh contribute to the success of the busineas man are not 
few in number. The manner in which they can be distributed in the 
composition of one human mind is almost infinitely great. On the oue 
side, thel'efore,--6upply-there is an infinite .gradation of ability, and 
on the other aide-demand-the1'6 is a huge multitude of consumers, 
varying from day to day in their needs, their estimate of values, their 
fancies anu their purchasing power. On a priof'i grounds, the normru 
·expectation would be that these infinite variations would, when 
interpreted in the resultont term. of the profit or loa8 of the produoer, 
-.how a continuously graded result, ranging from a net loss to a ('{)D

.ider"ble profit, judged in relation to some fixed standard, auch ... the 
unit of o",pital employed or the unit of busine .. done. 

16. In such oonditions, economio theory holds that the adjustments of 
,Iupply to demand are oonstantly lIuctuating, and, that the point of 
.equilibrium with capricious dem&nd a&nnot be stable for any period. 
The effort to draw profit from the intricate mbvemente of market oondi
tiona must alway. be h ..... rdou., and, in face of the probabilities of vary" 
ing human ability, it would be exceptional to find any industry in which, 
ncept perha.ps in oonditioDd of extraordinary boom, there were not pro
ducers whose calculations and hopes proved the reverse of anticipation. 
While, therefore, there may be for every producer a marginal area of 
8Upply, the most sensitive point of expansion or contraction would 
naturally lie amoDg those producer. whose ability or good fortune waa 
least. Among any large number of producers, there will always be a 
certain number whoae financial position is unstable. Losses may be met 
for a time out of J'fI8erv., aocommodation from banks, or further capital 
put up by interested penona, but the publio reoord of bankruptcies, 
reconstructions and liquidati::ms, beara eloquent testimony to the condi .. 
tiona at the margin of profitable enterprise. Oonoerna which are on the 
point of withdrawal from the market have b<!en oontributing their 
supplies to the total offered, and their inftuence on the .upply side haa 
been a factor in the oonditiona which determine price, for, on the 
economio Argument, this 1:4tnda to be settled in any given unit of time 
by the demand whioh il effective in relation to the total quantity on offer. 
The addition to supply, which tl:oir l\("tivities have produced, will, by its 
enlargement of lupply, have tended to dap ..... the price to meet the 
effective demand. Yet the price influenced by this marginal production 

• of the """k produceno will have been insufficient to yield those pro
ducers a fMiduum of profit. Into that price can enter DO element of any 
taz which i. levied on profit, for, in the conditions which nist, no tas 
will be I.vied on thOl8 ..... ak producera whOl8 incremental .upply OIl the 
market is • factor in tbe determination of price. 

PART IV.-A STATISTICAL EXAMINATION OF THE 
PROBLEM. 

17. The issue between the two schools of thought ia thns ...... to be 
largely a qU95tion of fact. Are the induatries of the oollntry IIlainq 
in ~h. h .... d. of representative conoarDB, ,.hOl8 normal coot of pro
duction determin.... price, .. the bu.si.n... school oontenda, or. OD the 
oontrary, are thoy tn u.e banda of conoerna whose varying ciroumstan .... 
""d abilities aho,,", in competit.h ... conditio .... reaulta nrying from 
1-. or small profita, liP to large profit&, pel" unit of b...u.-P 

18. In lhe COIl .... of the odminisVation of the IIlOOIDe Tax the luland .a.......... Department __ annDal.ly " large allDlbar' of tradlng 
"""""at&, profit and I~ _ .... to and baI...... aheet&, showing the 
.... "Ita of U.e )WIr', bllSluass of the principal indnatrial. manufacmuing, 
distributift • ..tic., CODOeI"QS of the roUDky. The number of acDQuau 
furnished roluatorily now appl'OaClbes " qllarter of "million. Part of 

• CI 
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this. unique m&8S of information supplemented by certain additional 
part,~uIa~s has been used for the purpose of making a statistical .. 
contrIbutIon to the consideration of this question. 

19. The scope and. vali<l,ity of any ~atistical investigation clearly 
depend upon the uwfornuty and cons,stency of the thi.1lgs tc be 
measured, counted or compared, and consideration of the perticular 
elements of the problem under review showed that the subject-matter 
was*not free from difficulties. It is not proposed at this point to discuss 
the particular problems which arose. They are set out in some detail 
in Annexe II. Here it will be sufficient tc summarise them very shortly. 
The. main question was to what independent variable the dependent 
varIable of profit could most suitably be ·related. After consideration 
the basis which first suggested itself, viz., the unit of capital employed 
in the busi ness, was reject.ed. There remained the unit of turnover. 
Although this base had its own disadvantages, on balance it w,," felt 
that its advantages far outweighed them, and on that ground it was 
decided that, broadly speakimg, the unit of turnover constituted a 
generally reliable bese tc which the unit of profit' could suitably be 
related. There remained the diJIiculty that profit, although measured, 
according to the rules of the Income Tax Acts, by one uniform yard
stick, yet contained within -.itself different elements according to the 
status of the H person" by whom the profits were earned. In other 
words, the constituent elements of profit for purposes of the Income 
Tax are not the same for joint stock companies as for individuals, 
whether those individuals are 801e or partnership traders. In the former 
case, profit excludes, and in the latter case i'Dcludes, that element of 
profit which the economist calls II earnings of management." It was 
therefore decided, in order to preserve uniformity, to limit the statistical 
investigation to the data available in the case of companies. All these 
points, together with athers which called for consideration, are IDOre 
fully discussed, as already observed, in Annexe II, 

20. Acoordingly the method followed in the preparation of the 
statistics in Tabl .. 1 tc 7 h .. bean tc take all the companies for which 
information was available as to the amount of turnover, as well 88 of 
profit, withi.n the seven groups chosen. The percentage of the amount 
of profit on the amount of turnover was calculated, and the oases 
classified according tc that percentage. Eight classes bave been adopted . 

. The first contains concerns showing a lOBS ,OD turnover of /Dot 1eas thad 
10 per cent.; the following six classes repr88ent ranges of 6 per cent. 
of the turnover; and the eighth class covers cases making 20 per cent. 
or more on turnover. The tables presented show the dispersion, among 
these classes of 1:he total turnover and the total number of ooncerDJ; 
included in 'the sample. Particulars are given for trading ~~tI 
ended in the two Income Tax years ·11l2O-21 and 1~2-23. (~tatistICB.· 
for the year 1921-22, during which the graat fall ,n the pnce \:"Vel 
took place have bean pUrpoBely omi\ted, because the loases sustamed 
on etccts totally obscured the true results of trading in dlat y .... r.) 
Each year is sub-divided intc the four quarten of the year. At the 
foot of each quarterly column are shown the number of caaeB and the 
total turnover included therein. The seven trade group. cover the 
following industries!-

(i) Cotten. 
(ii) Wool. 

(iii) Iron and steel. 
(iv) Metals. 
(v) Food. 

(vi) Wilolesal. distribution. 
(vii) Retail distribution. 

More detailed descriptio ... of the industries ...... red are giv.n .t the 
foot of each table. 



Up to -10 g., to -6 
4" to-O 

o to 4'9 ••• 
6 to 9'9 .. . 

10 to 14'9 .. . 
16 to 19'9 ... 
20 oDAI 0 ... 

TOTAL ... 

TABU l.-HELATWA OF PHOFI1 TO TURNOVER. 

(The ~01111 Prufil oDAI Tnmo.e ..... defined in Annese U.) 

DucriplUm "f Tratk,.te. .c"U<m Ma .... /ad" ••. 

1920-1921. 192"l-1923. 

- --.. ------ - --------1---------------
.AcanmtI for 12 months mlde l1p to. date betwem:_ i ACCOtlDt. for 12 mont.hi made up to a date between :-

't~ ~~I:;-I'" I.t-~~,.M--·I~~bft'and 11.J.DQan.~~; 6thApriJ.nd !Ja1.JUly and I ht.Ocloberand IlsiJ&D.USr:r ano 
8DLh Ju.... JNn.b8ept.ember. 31., LJlICIIIDber. i 6th Apnt I .o,h June 80th September.l ,31st Deoember. 6th April. 

Plr Per ~-:-.~- ---~:---;~-j--. Per I Per Per i Per I P., I P.r Per' P.r P., 1 Po. Per 
C8DlaJe oemqe oea....-. Ct'htap oeatage centage cen~ oent.age OADtage centage oeutage oentage oentagP. oen~e centage centage 

of of Totsl of of'ro1.&1 01 of Tolal of of Total of of Tot .. 1 of of Total of of Total 1 of tlf Total 
NamMr Turn- Number Torn- l\umher Tura· Number Turn- Number I Tura- I Number Tam- Number Turn. Numbel Tom· 
01 Uua. oyer. of' oyer. of c..- onr. tlf e.... over. of Cues. oYer. of Caaea. over. of Caaea'1 over. o! CNe!-. over 

- - 2'66' 0'10 1'16 1'10 I 4'61 3'44 9'09 1 1'48 7'90 3'21 13'10 8'33 8'51 7'69 
1'06 0'21 - I' - 1'61 0'69 8',0 7'69 12'121 S'90 2'63 7'77 7'76 6'69 10'34 8··\0 
3' 19 2'61 7'69 S'91 6'99 4'34, 14'56 12'23 7'68 6'64 26'31 32'97 22'46 19'42 17'93 13'92 

16'U6 14'IJI! 86'90 ~0'53 87'10 83'01. 31'14 34'81 24'241 10'65 34'21 33'24 28'61 32'62 38'60 41-75 
27'66 16'34 26'64189'94 26'60 31'76: 21'60 25'46 18'18 32'22 13'16 12'74 17'65 19'51 1&-41 20'02 
28'41 33'68 12'82 20'41 16'82 19'46 8'74 11'76 1S'64 10'59 7'90 4'90 6'95 8'51 4'56 3'75 
14'S9 14'91 10'26 114'90 6'69 1 7'43 I 2'91 2'87 9'09 9'18 2'63 3'79 2'14 3'85 2'13 4'11 
IS'SS 19'16 6'13' 0'26 ~ 3'32 I 1'94 1'74 6-06 26'34 5'26 1'38 1'34 1'07 1',2 0'36 

100'00 wo.oo 100'00 ilOo,oo 100.00-1100'00 '100'00 100'00 100'00- 100'00- wo:oo- 100'00 100'00 100'00 100'00 100'00 

Num· Total N;;;:""ITot;;l Num.- Total NDm· Tot;;l Num.- Total' Nnm. Total Nnm.- Total- Nnm: -Total 
bar of Turn- ber of 1 Tum· ber of Tom.: ber of TnrD. ber of Turn· ber of Turn· ber of Turu- ber of Turn· 
e..... over. 01... Ovtr. OB88lJ. over. I CBBe8. over. C&8N. uver. Ca.sea. over. Ca&eB. ever. Cases. over. 
~ __ 1 __ - ___________ ~ ______ _ 

94 
(£000) 
44,026 66 

(£000) 
16,936 38 

(£000) 
6,967 374 

(£000) 
67,452 329 

(£000) 
64,61, I \

£000) (£000)' (£000) 
89 6;810 484 181,6121 412 133,310 

- .. --.--.-________ '--_-'-_--'-_-'--_-'---_L-_-'--_L---...-J~____! _ _1. _ __.:.. _ _.!.. __ 

• The poup inolud •• SpinDin" W I.villl, iko. 
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01014'9 ... I 
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5 to 19'9 ... 
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TOTAL ... 

TABLE 2.-RELATION OF PROFIT TO TURNOVER. 

De.cription 0/ T,'ade, dc. • Wool. 
----- -~ , - - <-- --- ---_.-- -- "._-------- ---- - - --- ----------

1920-1921 • 1022-1928. • . • 
Aooounta for 12 month. made up to a date b~~ween :- Accounts for 12 month. IQade up to a date between:-

6th April and 
8uth JWl8. 

lsi July and 118t Ootoler and I lsi January and 
80th September. Slat Doot!mber. 6th April. 

~Apr;land ~-18IJUly.nd I htOotoberand I hi January and 
80th June. BOth 8eptember. 81st December. 6th April. 

, 

Per I 
, 

Por Por Per Por Per Per Per Per Per Per Per Per Per Per Per 
08nta~o oontag8 oentage oen~ oentage centage ooutage oentago ! centage oentage centage oentage centage centage oentago centage 

of of Total of of To I of of Total of of Total j uf of Total of of Total of of Total of of Total 
Numher Tnrn- Number Turn- Nnmber Turn- Number Torn- NnmbOl' Tnrn- Number Turn. Number Tllfn- Number Torn-
of C"~H. OVer. of Cue •. over. of Casea. over. of Cases. over. I of Calles. over. of Ca~e •. over. of easos. over. of Cases, over. 

- .. - -

0'71 0'07 -\ - 5'62 2'51 18'10 13'60 17'02 4'31 8'16 2'92 7'91 1'91 2'41 0'29 
- - 9'51 2'69 5'62 8'83 5'17 4'86 2'13 0'43 2'04 0'81 2'88 1'66 2'41 0'48 
- - 5'26 3'44 10'63 4'82 16'88 16'28 6'38 8'92 12'24 9'82 5'76 3'62 9'64 5'13 

10'64 9'40 iW'28 7'61 21'25 42'32 15'52 13'27 6'38 12'39 14'29 10'72 19'42 22'00 27'71 30'86 
10'15 18'97 22'81 19'19 28'75 20'83 25'86 36'67 18'U9 18'58 18'37 20'35 16'55 14'57 27'71 35'21 
~6'24 29'90 22'81 25'41 IS'18 9'25 11'21 8'00 21'28 27'07 18'37 19'70 23'74 34'28 1~'28 18'36 
14'89 17'07 15 ·7.ll 16'75 9'37 6'M 5'17 6'80 11'70 12'06 20'41 26'84 8'63 7'84 4'82 6'26 
2ij'87 80'18 17'54 24'97 10'63 10'38 2'59 1'02 17'02 16'24 6'12 8'84 15'11 14'12 6'02 3'41 - ------ --- ------

100'00]100'00 
----------------- ------

100'00 IOO'(lU 100'OJ 100'00 IW'OIl 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 -- ---- --- ------
Num· Total Num- Total Num- Total Num- Total Num- Total Num- Total Num- Total Num- Total 
her of Turn- bur of Tum- ber of Turn- her of Turu. ber of Turn- bur of Turn- bur of 'l'l,rn. ber of Torn-
CaBeL over. Ouea. over. 0 ..... over. 0 ..... over. 0 ..... over. 0 ..... over. 0 ..... over. 0 ..... over. 

(£000) ~£OOO) (£000) i ~£OOO) (£000) (£000) (£000) (£000) 
141 41,079 57 8,680 160 61,164 116 . 'I 1,413 94 11,672 ~9 5,306 139 16,968 83 11,347 

----~ -------- - ------
• The Iro"P inoludM Spinning, Wea\'iDg, Alpo.oa, Mohair, Carpe~ &0. 

... ... 



TULB a,-RELATION OF PROFIT TO TURNOVER. 

DUMiplUm 0' Trad4, .te, • Iron, Stul and &gin_mg, 
--;---~---~------------,--------~---

1820-19'11, 1922-1923, _____ -'-_____________ i, _____________ ~-----
'I 

Aocoa.a .. fltr 12montU made up to. date between:- !1 ____ A_ .... _u_u, .. _w_r_12_DIO_Utlu __ mad--,--_._u_p_to_._cIa_te_be_ ... ,-.. _D_'-__ 

'lhAprilaod 4 Ist.Jalya.nd Ii htOctobeTand 1 .aJanuaf)'and '.'16tb Aprilaod I tat July and ! IlltOetoherand I lat J&nU&tY aDd 
JJO\.b .. a.... ,8O&h KeptelDber. 31lft.Deoember. 1 6tb April. 30th June. 30th September_I Blat·December. 6th April. 

I.- _~ ___ . I ~~~ ii-----:---+--~--+---.--+-----;--

I~ ~ ~I~ ~ - ~I- - -I~ - - ~ ~ -i om..... cent.,. om..,. cmtage ceDfage eeoot.p oenkge I ceDt&~e Dflntage cent&gp.. eentage oentage oentage centage oentage centage 
,: of of To\el of j of Total tJI of Tolal of 10f Total of of TIJtal1 of of Total of of Total of of ToT.&l. 

1 

!hmber TIlJ'D.. Number Tam- Bomber Turn- Number Tum- Sumber 'I'urn.- Number Turn- Number Turn.. Number Tum
olO .... ewer. olCulL

I 
OYer. ole..... oyer. ofeue.. OYer. ofC&u.. over. ofCaeea., over. ofCasel. over .. olCase •. over. 

I 1 I 
Up '" -10 2' J5 0'88 2'48 0'33 I'RO I· 0'53 1'42 I 0'25 17'38 4'49 20'78 7'77 13'37 5'48 16"67 7'46 
-9'9'" -6 1'48 0'62 0'41 0'06 1'62 1'54! 2'\3 0'61 8'49 10'68 6'50 6'56 5'01 2'}4 5'71 2-17 
-"910-0 8'86 0'77 2'89 1'90 4'681 4'29' 7'46 3'54 8'49' 5'25 9'74 11'08 9'75 5'77 7'14 11-63 
0'" "9 .. , 18'88 12'18 \7'77 \4'66 21'OY 27'\1 i 2.~"O 32'16 13'90 19'39 19'18 22'85 17'55 12'05 16'19 9'86 
6to 9'9 ... 27'27 38'29 28'99 40'25 26'95 i 25'57 2~'37 26'99 16'99 22'42 17'53 23'04 21'45 40'25 19'05 26'\i 

101014'9 ... 26'86 29'00 19,01 19'88 18'56' 23'14 I 13'83 12'98 16'99 12'28 11'04 10'64 12'81 8'98 16'671. 18'22 
I~ '" 19'9... 18'88 7'68 16'70 10'16 IO'O\! I' 10'13 i 9'93116'fo1 6'56 6'36 9'09 9'88 7'52 12'37 6'67 5'98 
~()aDdo •• r 12'68 11'23_ 12'81_ 13'36 16'22_,~-' 13'47_ 6'8~_ 11'20_ 19'13 5'84 9'18 12'54 -.:::~ 11'90118'51 

TOTAL ... 100'00 100'00 100'00 100'00 100'00 100'00 1100'00 1100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 

Num- Total--Num.- Total Num.- Total-I Nom- i Total Nom· Total Num. Total Num· Total Num- Total 
ber of Tum- ber of Tum- ber of Tum, Ilt'r of I Turu- ber of Turn- ber of Turn· ber of Turn. ber of Turn· 
08181. over. 0&181. over. Oasel. over.' CaBell. 'over. Caaea. over. Cases. over. Cases. over. Ca.sea. -over. 

--- ----1--'-'1---1.-1--1--------
(£000) (£000) (£000) i' (£000)' (£000) (£000) (£000) (£000) 

418 85,848 242 64,659 55iJ 118,739. 282 64,018 I 259 25,579 I 154 13,753 359 40,097 2\0 15,035 I ' . 
-------~----~ ____ ~. __ ~~ __ ~ __________ , ____ ~, _____ ~, ____ 2-____ ~ __ ~ ____ ~ ____ , ____ ~ ____ ~ __ __ 

• Thellroup toalndo. lrontrOrkl, Iron and Steel (Fonndingz,Re,ning and Cuting), Ml\.Chinery and Mecha.nical Engineering (including Electrical Engineering but 
lr.oludiDIOI,1l BlIglmeriug aDd Cont.racting" l:IhipbuilC1ing and .Marine Engineering, aDd combinatioDl of the foregoing. 



TABLE 4.-RELATION OF PROFIT TO TURNOVER. 

Ducriplion of Trad~, &c. eM;.eellafl6ou. ~'Ietal IncluitrieB, . 
1920-1921. 1922-1928. 

Account. for 11 month, made up to • date betWeen :- Account. for 12 months made up to a date between:-

Profit 6th April and let July and let Oatober and lat Jannan' and 6th A priJ and lot July and IIBt Ootober and 1st January and 
~1'nrnonr 80th June. 80th 8optemhor. Blat Deoomber. Gth April. 80th June 80th September. alat Deoember. Gth April. 
peroen •. 

Per Por Per Per Per Per Per Per Per Per I Per Per Per Per Per Per 
oentago oontaJt'8 oentage ol'ntllgO centage centare centage oentage Oftotage oentage oentage ... tago oentaglJ oeutatle centoge eentage 

01 of'l'otal 01 of 'fotal of 01 Total of of Total of of Total of of Total of of Total of of Total 
Numb.!' Tnrn· Number Turn· Number Tum. Number Turn· Number Turn. INumber Turn· Number Turn Number Tum-
OfCueM over. ofCna ' •. over. lit CIUIC8. over. ofCutl. over. I of C"II$. OV61" of CUI'8. over. of CUBS. (,ver. of Cases over. 

Up 10 -10 2'42 1'23 2'20 3'69 3'68 1'81 I 6'04 2'51 13'46 6'62. 12'42 6'68 8'80 4'11 6'54 2'11 
-9'910-6 0'H1 1'96 0'~8 0'11 1'12 0'79 8'30 2'58 3'51 0'88 7'!5 1'99 7'04 4'04 2'80 0'87 
-4'910-0 3'23 2'44 a'08 - 9'96 6'71 6'83 13'19 14'56 13'45 13'87 9'94 9'41 12'68 15'81 9'35 9'08 
010 4'9 ... 18'\4 16'24 21'15 16'82 25'73 '29'02 28'57 38'57 21'64 32'46 21'74 34'27 26'76 35'25 22'43 36'72 
610 9'9 ... 26'61 30'87 29'62 32'86 27'62 31'88 19'23 21'91 17'04 21'20 20'50 21'43 18'66 18'03 26'17 16'63 

1010 14'9 ... 21'87 21'25 18'06- 19'29 17'00 17'65 13'19 9'21 13'46 10'28 13'05 12'97 10'21 9'40 12'15 14'45 
16 to 19'9 ... 11'29 11'24 14'98 10'94 8'06 7'11 8'?4 5'96 7'U2 8'53 7'45 9'23 5'99 4'47 14'95 16'90 
20 and ovor. 16'13 14'77 10'13 7'43 10'29 0'91 8'24 4'71 9'94 6'16 7'45 5'02 9'86 8'89 5'61 3'24 ------------------------ --------------------~ 

TOTA ..... 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 -_. -----_. --------- -----------------. 
Num- Total Num· Total Num· Total Num· Total Num~ Total Num· Total Num- '1'ota1 Num- Tot.l 
bor of Turn- bor of TurD- her of Turn- bor of Turn- ber of Turn- bo. of Turn- bor of Turn- ber of Turn-
e ..... over. ea.a.. OYer. e ..... over. .e ..... over. e ..... over. e ..... over. e ..... over. e ..... over. --- ---------.--- .------ -I (£000) (£000) ~£OOO) (£000) (£000) (£000) (£000) (£000) 

248 29,791 2'27 2,785 447 86,904 182 31,756 171 9,545 1 161 20,915 284 29,233 107 10,622 
.. . --- -.- ------------------- . _._- -----

_
_ _ • ~ KrOUp': ia.NUdet &ilway Carriage, Waaon and Tramcar Buildi~r; Cycle and Motor Tra.dee; Anchor Oham, NaiJ.. Bolt., Rivet and Screw Trade; SdJa11 

'!"rft!'. ("mf~'" 1ml·' .... nt.I" 1I1 • ....u~ Piu. Fiah..aoak aad. BIl_...Trade" Looka, Safea. Wrough' Iron and Steel ·.rube., Wi~ ~~~~ed Sheet.. 



Profit 
ioTaI'D""" --

tJ p ID -10 
9'91D -6 
4'91D -0 

OlD 4'9 ... 
AID 9'9 ... 
OlD 14'9 ... I 

I 
20 

61D 19'9 ... 
Ind over 

TOTAL ... 

.. 

Tun 6.-RELATION OF PROFIT TO TURNOVER. '. 
DeM:ripli<m of TraIk. • Mi.ceUa ...... Food Tradu. 

• , 
'IIfO-.HL '_1928. 

Aoanmto fDr It 1IUJDiIu ....... Dp 10. dele __ .- Aoecnmt. for 12 monihl made up to • date between:-
. 

6th April """ lotJm,.ad Jot Oetober """ lot J """.ry """ 6th A pri1 ... d lot Jul, """ I'ot Ootober and 1st Ja.nuary and 
JIOtbJ ...... JIOtb I!epIomber. 810t December. 6th Apn1. BOth Jane 80th September. 8Jot Deoember. 6th April 

PH Per P'; Per Par Per ~j~ Per p.,. I Per Per Per Per Per Per 
Clot.qe """ ..... ....... ........ ....... ....... oeDtage centage """ ............... -....... ....... centa,e ....... ....... 

of of TuNJ of of Total of of Total of of Total of of Total of of Total of of Total of nfTotal 
Iidm ..... Tam- Number Torn- NomMf TUrD· Number Turn. Number Turn- I Somber Turn- Number Turn Nomber Tum-
ofe.-. O'I'er. of CaM .. orer. "fC .... OYer. ofe.... over. of Ouee. over. of CueL over. ofOuea. over. or C ..... oYer. 

1'981 

I - 2'66 0'81 2'78 0'90 7'56 2'49 - - 2'041 0'46 2'92 0'55 2'44 0'53 
- 1'28 0'11 2'81 0'70 1'68 0'52 - - 2'04 0'76 2'92 0'86 4'88 1'76 
I'S4 5'1~ 6'12 S'V5 12'22 8'40 16'26 9'72 2'19 10'20 11'73 11'68 9'87 9'76 7'44 

8r"78 89'9~ I 81'18 47'88 39'HI 59'35 81'82 45'32 26'39 82'78 26'63 44'79 25'54 31'00 21.95 31'08 
26'61 16'45 i 14'10 19'01 18'62 14'95 19'83 10'17 25'00 14'35 10'33 12'89 20'44 19'18 35'36 38'84 
16'51 19'19 ' 12'82 6'06 13'43 4'95 8'40 7'99 13'89 23'95 16'33 16'62 8'76 6'07 12'19 12'28 
6'42 5'44! S'98 4'66 8'83 S'85 6'88 10'19 8'33 17'85 8'16 5'36 8'76 15'32 4'88 6'60 

12'84 17'06 1 17'96 18'00 7'81 8'08 10'93 7'06 16'67 8'88 18'37 7'39 18'98 11'16 8'54 2'67 , --- --------------------.. ---
100'00 100' 005oii1ioll 00' 00 100'00 100'00 100'00 100'00 100'00 10U'00 100'00 100'00 100'00 100'00 100'00 100'00 

----- ---------------
Nom· TntRl ' Nom· Total Num- Total Nom- Total Num- Total Num- Total N~lm- Total Nom- Total 
be,' ot I Turn- I ber of TUfD- ber 01 Tom- ber of Tum· ber of Turn .. her of Turo- her of Turn- ber of Turn· 
OIlAOl. 0ger. I Oaaea. over. e ...... ove:. ORlU, over. e ..... over. e ..... over. e ...... over. Cases. over. 

--I (£oooj'--l £(00) 
--------- ---
~£OOO) (.£000) (.£000) (.£000) (.£000) (£000) 

iO~ 1211,416 I 18 11,120 216 8,179 119 30,139 72 9,777 49 4,314 137 22,172 82 10,160 

• The fl'OUp 'nolude. CJraln MUliog; BllCoit aDd Bread ma,1dDJ( (Wbot .... le) i 0000., OonfectioD'J1')' .nd Pruit. Pr8l6rviDg ;~aDd other Miscellaneous Food Tradel. ... ... 



TABLE 6.-RELATION OF PROFIT 7'0 TURNOVER. 

Description of T,·aG6. • 'Wholesale Dilltribution. 

1920-1921. 1922-1928. 

Aooounta for 12 montha made up to .. date between:- Account. for 12 monthl made up to .. date between :-

Profit 6tb Aprlla.d lit July Ilond lot Ootober and lIlt Jan,or): and 6tb Aprila.d llat July aud Ilat Ootober and 1st January and 
kI Turnonr UOt.h June. 80th September. BlIt Deoember. 6th Apnl. 80th JU8. 80th September. ;Uat Deoember. 6t.hApriL 
peroontage. 

Per Per Per Per Per Per Per Per Per Per Per Per Per Per Per Per 
oontage centap oentage aentage centage centap cent&ge ... tage OAntage .euta8e oentage oenta8e ... tage oentage cantage oontage 

01 of Total of of 'fotal 01 ofTota! of of Total 01 of Total of of Total of of Total of of Total 
Numixor Tum- Number TUrD- Number Turn- Number Tum- Number Tum- Bamber Turn- Number Turn· Number Turn-
ofUue .. over. ofCItoIt'a. over. ofCalcl. over. ofeal!'l. over. of CBle&. over. at Cuel. over. ofOaaoa. over. of Cases. over. 

u p to -10 - - 0'87 0'52 S'41 1'72 4'77 1'03 4'67 1'22 5'17 1'26 2'28 0'23 2'30 1'4"{ 

1 
1 
2 

9'9 to-6 0'23 0'01 0'48 1'04 2'24 3'85 5'84 5'84 2'47 0'78 1'72 0'68 ~'72 0'57 1'29 0'36 
C'Uto-O 1'13 1'11 2'18 2'56 11'52 14'01 14'93 13'54 6'87 3'47 12'OS 8'81 9'28 13'02 8'69 5'29 

Oto4·9 ... 42'47 57'[,3 41'92 fl\ '32 43'(\5 60'43 43'29 63'70 39'01 60'50 40'80 62'58 43'71 58'92 48'85 67'49 
6to9·9 ... 20'90 22'23 ~0'51 17'49 JH'12 12'56 17'75 12'V8 20'60 20'92 1 20'12 18'02 19'86 18'06 lS'92 16'59 
o to 14'9 ... IS'1I3 10'63 16'58 13'32 7'88 4'00 6'92 2'47 10'16 5'04· 5'17 2'24 8'57 4'66 8'95 5'49 
5 to 19'9 ... 6·r.! "18 4'96 9'37 3'42 1'10 1'73 0'47 3'03 3'44 I 4'60 4'36 2'72 0'99 4'09 1'51 
o aDd over 14'83 4'31 13'.0 4'98 II '76 1'83 4'77 0'87 13'19 4'63 10'34 2'05 10'86 3'55 6'91 1'80 

100'00-1100 '00-
---------- --------- ------------ ---

TOTAL ... 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 100'00 --------- --------------------------
Num· Total Num .. Total Num- Tot.1 Num- 'l'otal Num- Total Num- Total Num- Total Num- Total 
her of Turn- her of Turn- her of Turn- bor of Turn- her of Turn- ber of Turn- ber of Turn- her of Turn-
e ..... ovur. e ..... over. Cuu •. over. C ..... over. C ..... over. (1 ..... over. Cases. over. e ..... over. 
---1----------1----------------I (£0011) I (£nOO) (£OU!!~ (£O~ (£000) (£(100) (£000) (£000) 

446 107,6111 229 I Ga,421 850 302,424 462 138,7 364 15S,903: 174 \28,051 700 148,837 391 69,238 
I 1 ~ 

• The croup iD('hul(,1 Ml'robant., WarehOUlomOll,Agont.a, &c., coDnooted with the dilihibution of goods, produce and merchandise whi.,eh u. not worked upon 
other thaD b1lt.1niD. or blendilll. . 



D-nptUm of Trado_ • Rewil Did,ibution. 

I_1m_ 192'J-1928. 

"-aaIo fDr II _tho made up ID • date _ .... :- ACCOQDt. for 12 mcmthB made 1!p to a date between ;_ 

Prot, 8tb April ODd lit Jul,. and '" OeIDbor .... ... Januar)' and 6tb April ODd II" Jnly .nd II" Ocloberand In January and 
to Tu", ... , _dIlDO_ _l!epIDmbor_ 81" Decembor, 6tb April, 80t.h JUDe 8Ot.b September. 8b' December. 6th ApriL _ ..... 

'"j'" P. P. Pe Pfl PK p~ Per Per I Per Por Por Per Per Per 
entas* Glll'ttage oeDtap centap cmt.age OMltap oent.ge ct"n&Age C'!Dt&ge centage ccntege .. otoga contoga oeu~e centage ... toga 

of 01 TotAl of of Tm.l of of Total of of Total of ofTOkl of of Total of of Total of of Total 
Nom""r Tam- Number Tum- Number Torn- Number Tum~ Number Turn· I Number TUrD· Number Tom, Number Tarn-
ole... oyer. of c.... OYer. tlf C... over. ot Cue.. over. I of CueL over. of Cues. over. ofCaaea. over. ole..... over. , 

---~--

P 10 -10 0'36 0-07 - - 0-84 0-55 1-69 0-78 2-22 0- 59 1 
1-91 1-13 1-99 0-44 f 0'89 0"08 

-9-910-6 - - 1-67 1-10 1-06 1-47 1-69 1-36 1-78 1-46 1-27 0-64 1.99 0'65 1-96 1'58 
-4-910-0 0-72 2'10 2-09 1'96 6-« 9'00 8-67 6-59 11-11 9'85 I 8'93 9'13 5'95 2-66 3'92 2-16 

u 

010 "9 ... 89'93 69'06 81-91 46-10 36-82 61'01 41-43 63-75 40-01 64-26 ! 28-66 41-94 31-61 64-77 36'23 35'96 
610 9-9 .. _ 21 -95 28'94 29'84 36"8 28-66 19-36 82-16 32-87 22-66 16'98 ! 27-89 80-15 28-04 16'22 S6-94 60-95 

10 \0 14'9 ... 28'02 9-93 16'24 8'76 12'13 14'05 7'58 3'86 8-00 3-64 I 16-56 9-60 15-63 10-19 12'08 ' 6-64 
1610 19-V ... 6'47 2'118 10'47 3'63 6'90 2'81 3'37 1'61 7'11 2'09 1 9'55 6'16 8'19 3'21 4'97 2'21 
20 and over 7'66 1'92 7'86 1'88 8'16 1'75 3'51 0'68 7'11 1'18 : 5'78 2'35 6'70 1'86 '3'02 ! 0'42 ---- ------------ i------

100'00-
-----

TOT"U. U' 100'00 '100'00 :100'00 IOU-OO 100'00 100'00 100'00 100'00 100'00 100'~1~ 100'00 100'00 100'00 100'00 ' ______ -,--- ---
Num Tolal I Nom- TolBl Nom- Total Nom- Total Num- Total Nom· Total Num, Total Num- Total 
ber of Torn- , ber of Torn- borof Torn- ber of Turn- ber of Turn- ber of Torn, ber of Tum- b.r of Turn-
0.... over.! Cale •. over. e ..... over. e ...... Over. e ..... over. e ..... over. e ..... Over. e ..... over. 

--- (£000)1-- ----- ---------------
(£000) (£000) (£000) (£000) (£000) (£000)/ t£OOO) 

278 137,420 I 191 20,b4U 478 5?,427 712 132,414 225 23,717 157 10,444 403 41,473 563 ~,271 . , 

.. _---."------,-
• The rroop fnolad .. Parely DI.trlbntlve RetaUen (where the veDdor reoderr DO personal service. other than iu di8tribution, e.g., Grocer, Tobaoconiat, 

No" .. ,ont, U".en,ruoer, Draper) , and ~emi·lortu.tri .. 1 Ret..tlol'l {bavil!g m&DPfaat.uring and productive t>lement.ii1l e.g., Carpenter, Gaafttter, Blacksmith, La.undryJ 
Uaker, HlU'Il!Jrlrnao, HonamoDt&i Muon, Tailor}. It doe. ftOI iDolude Bot.ell, lnna, BeerhoDl8I, RefreBhment GUlea, Reta.ilen of Boers, Wine., Spirit., ana 
LtqQOrL 
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21. The analysis of the information gathered has been carried a little 
further by the preparation of two more tables, showing, for each 
group and for each period, ilie observations at the median and the 
lower and upper quartile points, the mean deviation about the median 
and the skt.'Wness of the dispersion.· 

.. Definitions of the media!', quartilea, mean deviation and of the measure of skewneu 
used are given in AnneJ:8 III. 

TABLE S.-PERCENTA.GE OF PROFIT ON TURNOVER 
(COMPA.NIES ONLY), 192G-21. 

lndustrial I 
Group. I 

Cotton ~ ~ 
Wool . __ { 

A-
B 
C 
0 
A 

Iron and{ B 
.teel •• _ C 

D 

M.tal •... { 

A 
Ii 
C 
0 

... { A' 

.Food BI 
() 
0" 
A! 

Wbole- { BJ 
.. I. _ .. C· 

D' 

Retail ._. { 

A! 
Bl 
C' 

DI 

A -,- Median. 
B = Quartile •. 
a = Mean Deviation about Median. 
D = Skewness. 

June. , September. December. 
i 
, I 

14-16 8'88 

i 
6'49 

7-375 18'04 6'OR 12-26 2-85 10'90 
6-38 4-10 4-79 

- -27 + -OU + '10 
14'58 12-68 3'98 

1 
I 

I 

O· 

Marcb_ 

3'94 
24 8'24 
5'70 

+ '075 
5-28 

10'SO 21-875 . S'19 19'96 
6'78 H 6'« i 

S'19 10-625 1-2-9 
6-42 Hi_ 

4 S'69 
7'64 H 

+ '26 + -24 
9'84 8"93 

7'22 lS-89 8'03 14'70 

+ '79 1-
7'97 

3'S4 12'52 I 3-2 

'41 
7-5S 
2 13'79 
5'83 5-37 5'27 6'13 

+ '21 + -7S - -01 
9'06 7'S2 6-76 

5'27 15'59 3'78 12-30 2-62 11-61 
6'77 6'45 5'59 

+ -27 + '05 + '08 
7-17 4-S0 1'67 

2'65 14'62 2'17 11'75 0'71 5'4S 
6'69 6'96 H , 3'92 L 

+ '24 + -45 . + '60 
3'67 4-31 1-66 

1'60 9'23 2-17 10'52 0-22 4'OS 
4'70 5'94 4'10 

+ '46 + '49 + -24 
3'43 5-33 , 4-17 

2'01 9'03 2'31 8'97 • 1-64 7-90 
3'51 L 3'90 L" 3-99 

+ '60 + '09 + -19 

H = higoest valae of mean deviatioD. 
L = lo"".t nlu of mean deriaiion. 

! 
i 
I 

i 

I 

+ 
I-I 

+ 

'18 
3'97 
1 7-48 
5'57 

'10 
2'60 

0.62 5 10-125 
6'76 

+ '58 
1-8a 

0- 27 3'SO 
3'« 

+ -12 
3'19 

2'2 1 6'84 
3'21 L 

+ '32 



APPENDlX XI, 

TABLE 9,-PEROENTA.GE OF PROFIT ON TURNOVER 
(OOMPA.NIES ONLY), 1922-23, 

A=Medi.n, 
B = Quartiles, 
C = Mean Deviation about M~dian. 
D=Skewn .... 

Group, ep em er. December. March, 

81 

Induotri.11 June. I S f b 

------~~-----~---------~------~---------

B 5'15 20'24 - 2'875 4'25 - 2'38 6'41 '- 1'79 5'91 
{

A 8'38 1'14 2'17 1'97 

Cotton DC 8'57 5'80 6'24 5'97 
+'~ -'13 -.~ +'~ 

B 4'25 16'52 3'875 17'23 8'89 14'44 8'34 10'45 
{

A 12'10 10'50 10'75 6'60 

Wool", Co 8'84 7'60 7'38 4'35 
-,~ -,~ -'W +'11 

~ 
A 5'91 6'50 8'31 9'125 

I,'on and I B 3'64 15'78 0'17 12'17 4'84 15'325 2'50 15'00. 
oteel .. , . C 9'87 'H 8'83 H 7'72 H 10'88 B 

10 + '68 - '055 + '34 - '06 

III 0'71 lO'S76 1'73 11'02 0'44 8'66 1'50 12'50 
{

' A 4'625 4'95 3'66 5'06 

Metala .. , DC 7'79 7'28 6'94 6'68 
+'~ +'31 +'21 +'~ 

B S'20 15'59 2'4511'58 2'S815'59 )'30 8'80 
{

A 10'10 8'80 5'21 5'75 

Food .. , I C 6'25 5'41 6'81 5'33 
'U - '1\ + '70 + '57 - '19 

Whole- B I'SO 6'" 1'50 6'425 0'80 5'44 0'86 0'08 {I A S'22 S'68 2'80 2'36 

.. Ie .. , I Co 4'62 8'98 L S'8S S'51 
+'~ -'00 +'~ +'~ 

iB 1'64 4'80 1'72 8'70 2'12 5'96 8'22 7'29 
{

I A \l'65 "72 2'98 5'45 

Retail .. , 'I D0 8'()(I L 4'40 8'40 L 2'72 L 
+'$ +'14 +'~ -'10 

--8--: l.libOlit. nfu-eJwOan deviatiuD.. L = low_to .. a1ue of mt;llUl deviation. 

lIS, In eooaidering th... tabl ... , the effect of the price level move
menta it of oonsidereble importence, If regard ia bad solely to the 
omount of monetary profit, 19:10-21 waa one of tbe moat profitable years 
ever uperienoecl by British industry. The earlie6t accounts included 
in the atatisti,," for that year begin at a date after the 6th April, 1919, 
and the I.test onee at the 6tb April, 1920, But in any one quarter 
moat aeoounta terminate on the final tHy of the quarter, The wbole
aale price iude>: of the Stati>t moved ao follows during the pot .... tial 
period re8.eoted in the 1~1 statistioo, vis,:-

ToUILII 10,-Slutitt, WAoI.Mlie Pric. I"d."" 1919, 1915 Gftd 1914 = 86, 
E"d 0/ _tA, l"dul, 1:.d 0/ , •• "Ih, [ ........ 
1919, 1920, 
July lI06'. June ... 
August lilli" July 
Sop_her 1114'~ August 
October lI:i4 'S Sept ..... ber 
November lISl'O Ootober 
December 235'1 No.-ember 
ltiO. De<embe: 
J .... uar' m's 
Februar1 _.. !60-4 
MaroJo ... :i61'1\ 
April ~'1 
M .. ~ !6Oil 

11121, 
January 
February 
MaroJo 

255'; 
2M'a 
258'5 

• 
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During the usb 10 months of this 21 month period, pricee were rising, 
until the peek was re""hed in April, 1920. Thereafter prices graduallY 
fell. The effect of a rising or falling price level upon profit varies with 
the rate of turnover; accordingly J it may vary in different industries. 
'l'he quicker the rate of turnover, the emaller is the effect of a movement 
in the price level, since, the shorter the duration of the productive or 
selling process, the narrower is the margin between the bought price and 
the sold. For the period under review, this 21 months (July, 1919 to 
March, 1921), the mean wholesale price index was 231'4, and the meaD 
deviation of the monthly indices from that meaD was 22·6. There can 
be little doubt that the normal relation between turnover and profit for 
any concern was subject, on account of the price level movement, to 
considerable displaoement. Another source of disturbance may arise 
from the. treatment of the value of stock in hand at the end of the 
tr.a.ding year. The usual commercial practice-accepted for purposes of 
Income Tax---is to bring stock in hand at the end of the trading period 
into the accounts at its cost or market price, whichever is the lower. 
In times of rising prices, the mcrease in the market value of stock at 
the date of stock-taking, compered with the price at which the stock waa 
bought, does not, under this practice, have any effect in increasing profit. 
For the quantity of stock in hand, the bought price debited and the stock 
value credited are equal, and cancel out ODe another. But in times of 
falling prices, stock is brought in at the market value, which, ez 
hypothe.i, is lower than the bought price. It follows that the profit 
(or I"",,) actually realised on the tl'ansactions of the year is diminished 
(or increased) by the difference between the market value of stock and its 
bought price. In elfeat there is brought into the reckoning of profit 
(or loss) for the year concerned an anticipation of the lOBS which will be 
realised in subsequent years, i.e., those in which the stock jn question 
will actually be sold. In consequence, the relation between profit and 
turnover for periods of steadily falling prices is artificially disturbed. 

23. The price level during the second year under examination, 1922--23, 
was far more stable. The Statut index moved as follows during the 
relevant 21 months, viz.!-

TABLJI ll.-Stati.t, Wholesale Price Inde", 1912, 1913 and 19U = 86. 
End of month. Indez. End of month. 1"du. 
1921. 1922. 
July 158'2 June 
August 11;4'3 JUly 
Beptember 149'4 August . 
October 138'4 September 
November 1.36'7 Octo!>er 
Decemher 133'6 November 
1922. December 
January 132'5 
February 132·2 
Mareh ~3 
April 134'S 
May 135'6 

19211. 
January 
Febtuary 
Marell 

135'6 
134'0 
129·6 
127·~ 
130'1 
130·6 
129·1 

The mean level was 130-7, and the mean cienation from that mean wsa 
ouly 6·6, compared with 22·6 for the 1920-21 period. During the lirst. five 
months, prices were still on the downward grade, 80 that the disturbing 
factors mentioned in the preceding paragrapb were in operation, but to 
a much smaller extent. 

24. What do the statistica in Tables 1-7 .how? In the first. place, the,. 
indicate, thronghout all the changing oonditions of tbe period covered, • 
oonsiderable degn>e of dispersioD of the variable (profit per cent. of tum
over). Even in the most prosperous period, the year to June, 19'.a1, thi. 
feature i. present. It persista during the low profit period to March, 
1921. The dispersioD vari .. oonsiderably. This appeal'll to .riIe partly 
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froJDt 1Jw nature of the industrial_ group; for instance, in five out of the 
eight periods, the I""""t dispersion is shawn .by the Retail Distribution 
group. This accords with a priori expectation. Part of the variation 
mo.y arise from irregularities of sampling, and from the different propor
tions in whioh any group for dilferent periods is made up of tlie several 
industries inoluded therein. 

26. The second feature shown by this analys;" is the gradual decrease 
of the median figure during the four periods of 1920-21, concurrently with 
the faU in the price level. The elfeot on profits of the two disturbing 
factor. already disouseed appears to have been a gradual general mav ... 
ment downwards. 

26. The third point to be noticed is that the standard rate of Income 
Tax for 1920-21 was 6 •. , W1hereas for l00Z-23 it was 5.. If it be true that 
Income Tax entera into price) and that a reduotioD of the rate of tax may 
be expected to be reflected in a decrease in prices,. that decrease should 
apparently emerge 88 a reduction of trading profit, since it is upon profit 
that the tax is levied. On each unit of turnover, the profit should be 
smaller, as part of the to originally oontained therein would have been 
eliminated. If the reduction of the tax increased the total busineaa done, 
the faU in the rate of profit on turnover might have been slightly 
diminiahed on account of the general economies resulting from an increase 
of buaineaa. But ignoring this faotor, the reduction of the tas. -by one
sixth should bave effected a general reduction of the variable by one
fifteenth. as follows. With tax at 6a. or 30 per cont. for any value of the 
variable, say 10 (10 per oent. on turnover), the variable consisted of three 
for taJ: and seven for net profit altar payment of taJ:. Contant with the 
IOven net profit, Rnd only having to pay tu at 5 •. or 25 per cent., 
the trader will be in the same net position if he adde 2'3 for the tax. 
making a total of g·S compared with the previooa 10, i.e., a reduction 
of 0·/1 or OD&-fiftesnth of the original value. The movement of the 
mroian valu .... from 192Q.21 to 192Z-2S. which is shown in Table 12. 
wak .. it clear that, whataver may have bean the effect of the reduction 
in the standard rate of t.az:. there are other forces which are 'Over
whelmingly more patant. J,n the June and September quarters. there is 
• distinot downward movement of the median, but its magnitude in each 0_ far Bnrp_ the hypothetical oD&-fifteenth oomputed abo.... In the 
December and March quarten, the movement is upwards but the 
powerful effect of the deoline in the 1'&lne of trading stocks in 19'JO..21 
roba the fignres of any oomparative value. The movements of skewness 
have also been brought together in Table 13. Their irregularity is very 
striking, eYeD in the June and September qu&rtera, which are compara.-
ti ... 1y free from the inftu .. _ of an abrupt fall in trading ._11: values. 
It ....... c1 ..... from the. comparisons that the current ftuotuatioaa in 
supply and demand .... of 8U_ importance in the determinatiolL 
of prol&' 01' loss, and, tbvefon, of prioo. 

T ...... li.-MBDlANS. JI"".Rftf. 1920-91 to 19\!i.2S. 
- ----

J1IJle. Sep_ber. 

-
1920-111 1921I-23.1 PI, MUlUs. 1920-21~ 1921I-23.1 PI, Min ... 

~- ... 14·!t! 1::~ 6'~ 8'~ I I·a 7'7~ 
Wool ... 1"68 - 2'48 12'68 10'50 - !il'l8 
Iron aDd 9'M 6'91 - S·gs 8'gs 6'50 - 2·a 

8&001 
Molalo ... 9'06 "62 - ,." "M "95 - 11'87 
Food 7'\7 10'10 I'gs - "80 8'80 - 1'00 
Whw.aIe·.:: 8'67 S'ii - 0'45 "SI 8'68 I - 0'73 
Rolail n_ , s·a lHlS - 0'78 6'35 "'12 

, -, 0'61 
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~-

-
December. ! March. 

1920-21.1 1922-23.! PIO .. \ Minoa.! 1920-21.\1922-23.1 Ploa.1 Minu •. 

COUOIl ... 6'49 2'17 - 4'321 3'94 1'97 - 1'97 
Wool ... 3'98 10'75 6'77 - 5'28 6'50 1'22 -
IrOIl aod 7'97 8'31 0'34 - 7'53 9'12 1'59 -

Steel 
M.tal. ... 6'76 3'66 - 3'10 3'97 5'06 11'°9 -
Food ... 1'67 5'21 3'54 - 2'60 5'75 3'15 -
Whol ... I .... 1'66 2'30 0'64 - 1'83 2'36 ! 0'53 -
Retail ... 4'17 2'93 - 1'24 3'79 5'45 1'66 -

TABLB 13.-8KEWNE88. Movem."t from 1920-21 to 1922-23. 

June. September. 
, . 
1 1920-21.\ 1922-23.! PIIlS.\ Mino .. 1920-21.119~2-23. PIUS.\ Millo •. 

COttoll ... 1 -°'27 1 +0'58 1°'85: [ _ I +0'09 -0'13 - 0'22 
Wool... +0'26 -0'28 . - 0'54 +0'24 -0'03 - 0'~7 
IrOIl and +0'21 +0'63 0'42 - +0'73 -0'055 - 0'78 

Steel ' 
I 

I 
M.tal. .. . 
Food .. . 
Wholesal ... . 
Re~il .. . 

CottOD 
Wool 
Iron and 

Steel 
Metal. 
Food 
Wholesal .... 
Retail 

+0'27 0'08 +0'05 +0'31 0'26 +0'19 I -
+0'24 -0'11 , 0'35 +0'45 +0'70 0'25 -
+0'46 +0'25 ; 0'21 +0'49 -0'06 - 0'56 
+0'60 +0'36 I -I 0'24 +0'09 +0'14 0'05 -

-------

December. Mareh. 

1920-21.11922-23.1 PIIlS.1 Min: •. , 1920-21 j 1922-23./1'10 •. 1 MinD&. 

+0'10 -0'04 I - 0'14 1 +0'075 +0'02 . 0'05 
+0'79 -0'30' - 1-09 I -0'41 +0'1110'52' 
-0'01 +0'34 ~ 0'35 . +0'18 -0'06 I -: 0'24 

+0'08 +0-21 iO'13 - i ';0'10 +0'3510'25 
+0'60 +0'57' - 0:03 i +0'58 -0'191' - I 0'77 
+0-241 +°'35 1°'11 -' +°'121 +0'29 0'17. 
+O'~~_ +0'58 0'39 - j +0'32 -0'10 I -: 0'42 

27. The finaI and most relevant charaeteriotic of these statistics ia '.he 
g._a! diaperaion of th& variable. The table for each groop aod for 
eaoIt p.riod shawa the familiar distribution common to practically all 
phenomena when treated statistically, namely J the uistenoe of a oertaiD 
point, or region, about or within which the number of instaOC8 or 
occurrencea is great, 8880Ciated with a progreaaive deere.. iD the 
Dum~ of iutaDcea on either aide of that poiDt or ftgion, .. the 
diatanoe th .... frcm in..-. For the pl'&8I8nt porpooe the point of 
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importance ia that a material portion of the totaJ turn_ ia being done 
at a loa or at DO proM. in periods of boom, when demand ia far in 
.,. ..... of supply, oompetitive oonditiona tend to disappear, and to he 
replaced by DIOnopoly oonaiderations. But even in the most profito.ble 
period here ana\yeed, that to June, 1920, there ia endence thllt in 
praotioaUy all groups lOme part_of the total _ ... r wae IOld at a 1088. 
Table l40 shows the proportion of the total turnover for each group and 
period. The existence of marginal oonoerno ia oiearly indicated. The 
progressive faU in the prica level during the 1920-21 period threw more 
and more OODoerDI down into this marginal positioD} though the move
ment WBB no doubt .,._ated by the hea..,. amounte written off the 
value of stocks at the end of the trading period. For tbia re&IOn, the 
poaition can he, stndied more edvantageoUBiy for the 192Z-28 period, 
during which prices '""" relatively stable. In thia period, there is a 
large proportion of the total tnr00y8I' on the margin, 80 large that ill ia 
difficult to avoid the oonoinaion that many eeUera were admittedly doing 
buaiU888, during the depreoaion, at pri088 whieb were not u:peotad to 
00_ the whole ooat of production. That oonne is undoubtedly oommon 
in meb oonditioDB. Ordera will tend to he taken at a price which is 
enf&cient to 00_ all prime ooata, tot!ether with mch portion of supple
m'lJltery ooato ae the particnlar producer in the particular circumateuoea 
ia .ble to obtain. 

TllL.14. 

TURNOVER ON WHICH NO PROFIT WAS MADE. 

E:q>.......J a. tJ perceIIIago 01 7 oIaI n.-. 
I 
I MeWs. 

-- Cotton. Wool. Iron Food. 
Mieoel-and laneona Steel. 

1 
, , 

19~1. i I 
A_un.for Ilimontho i , 

mod. up to. date I 
be&weeo :-

6th April and 80th !I'88 I 0'07 1'67 6-63 1'93 
JUDe, 11IllO. I 

10' July and 80th S-97 6'lS 2-29 IS-66 I 5-54. 
s.,plemb8l', 1920_ 

la, Oclober and 31. I 6-02 10-66 6-M 8-93113-82 
Dooomb8l', 1920. M-nl In Janna.,. and 6th I !S-M '-40 19'65 19-27 
April, Hm_ ' 

I 
, 

I I I , 
1922~S. : 

A_uDIe"'. III mOD'ho I 
mada op to a do .. i I 

be\1I"'eeD. :- ! , 
6th April and 80th' 11'02 IS-66 2O-42i 21-37 ' 2-19 

Ju 1922. ' .... ,I " In JUly and 30th 411-96 IS-55 2~-41' 17-08 12-9li, 
l!ep_'-,Im." I 

1.00000000and 3111&, M-" I 7-19i IS-59 1 23-96 11-28 

~ber, 1922. I I I I In Jalloary and 6~ SO-Ol 6'90 21'101 12-06 9-iS 
ApnI,l92S. i 

, i 

Dialribunon. 

Whol ... ! Retail. oale.l_ 

1'12 2-17 
i 

"121 S-06 

20-08 I II-OIl 

20-41 ' 7'73 

, 
I 

6-47 j II-50 

10-7S i 10-80 
I 

IS-S! j' 3-75 

7-12 11-82 
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PART V.-THEORETICAL A...~.\LYSIS SlJGGESTED BY 
THE STATISTICAL Th-YESTIGATIOS. 

:!8.. The slabsO<s collerl.ed for _ of the senD induatnal ,;,,",ups 
co.-en!<! are DOt, of co....... ahsol .. ..q 1Iomogeaeo.... ioasmucll .. _0 

gro .. p includes sewral sul>.groups.. ADy objertiOD OD this grollud augb •• 
indeed. be carried iu.rtbeor by the contention that eTe.II in any panK'uiar 
t:adt'". the aggreg.lle supply and demaod is .scattered. o.-er DU~roUS 
markets. e.ach di...,I;1:i.Ogu.isbEd by 601IIe panicuJ.ar peMlliarity of pr,· .... ~t:w ~e 
or ot.herrise. There are tlro &IlSYenJ to 'this obj«tioa. Fi.rn. ii these 
stari:.-ticaJ. groups presented are dassifted in smal!er gro\l~. the tame 
chara~teri.qje of a ride dispersion is found to ~1ist~ ah.hough tbe n.ur-:nrfl' 
.&tOpe oi dle sample makes the di......~OD mo.ch more- irreguiar. Se......:rndiy. 
aldtough separate mark<>lB for dili"",," spectes of ODe ~n ... ~y !... eli .. 
ticgu.:sbed from ODe another by parnC1llar dlaracierisrin.. the pri.nc.&p)e. 
oi su.beUturion maI!f;tams competition ~D the... Thirrp l:Ei' t',. OrM' 

another iJl geDeral utifuy may p_ ..... y di...,~""'" lD deu.!. buo 
t'O!L~ in seeki..ag the m.axia .. aUstacUoa 01 their .-ants .. ill DO' 
reira.iD from comparing their reopeeIi.-. prices, ha~ due regard ., 'M 
a.me time to dteir comparati~ ad:~ and disad:rant.a~. Thtt 
~1ertiOD of a motor ear affords _ eneIIeut i:Ilm:tration of the ... ~riBng 
oi the principle of ,a""-.it"""" _ ...... petitiTe supplioo.. • 

:!!I. The geDeraI ~"' of ~Il of the relatio. be,woeD 
pro~t .nd I1InIOTer disdooed by the .... tistics ..... y be ill1l5Uated by 
diagram 1,. ia ... h.ir.h the COlllln"butioll of • diiien>-ni- tompo~nt6 of 
supp!y at gnduaily iDea slIIg coR per 1IIIi1: of tuDoY"er is tho.,. tor 'M 
:rear 1_ 23.. TM .............. p6 aait.. i.e., .- of the _. proiic.w.. 
co....,..".. are p~ •• the Ieit. aDd higher .,.... .... ~ i • .....,Dd
iag order WIth the _ pruit.ahle C>OU<erD& o. the __ right.. C-
as a pen:em.age of turnon!r. i..e_~ of &ale pr..re. is iiItowu .. the ordiuw. l' 
aDd the proportioD of the &utal oaIeo or _ ..... as the .",,"--. Tiae 
Ioos ......ru..g .toea cost es.-Is price is __ b:o- obdiDg. The cCsqaIB 
""' ...... D ... the """,,,,,, .. of the ....- iDdMtrial _ ... dean ritll ia 
Part IY. 

~ Diagraa I is .,.. ia two dime M" lrPagda 1IoriJoet.ali,. aDd 
Ioei£ht ~, bat,. as a p~ to ........... es.aai_tioa of the 
iDt"raaI ~ .. p of the _at of prod ... it will be .............. , to 
EIoa.. it .... ia thne dj ioDo.. _ ia dieD'OJ&!!. 1a UUo iOl'a. .-II 
_ ...... is __ oed by • ooIid block, of ... Iud the th.ocL aIoMog O~ 
Raltiplied by the ridtll aIoa& OZ _--.0 the _ of the ...... -
or __ of the ---' ... taboo siadT. aDd the ~. 
• pod ala,. OY apia Up ... the • .-enge ~ of __ to pn<tO 
for~ _ ... A. t..fo<e."" '-- ........ ll~ "",,,..,..-.nos.re 
- .... Ieit. the ItidoeA ..... or __ "- ..,.;.... ... U'e oa the ...pot.. 
.ad ...... iJl ................ apia _ ..... iJl·onI6 of _.- of the 
relatioa of ........ "rice. 1a this d.iagruL; ~ to reIa .... _ ...... 
m ... s. the dra~ is ill .......... oaIy aaI 0.- .... pvport ... ..u-. 
to the preocUe -..aJi.,.. of the ............ a.ply ........ the .... p~D~ 
of .....my -W -...,. the t.cidl.,. of the di_ .ad ~ ihe 
wade~ ~, is ~ 10 i:lha:uaw.. Di.agraa' 18._ .,... ia peaq:reo. 
tnw • - of nnical Iirata.. ...... __ ad the ........ .-.. ...,. .... 
..n..t. ~ Hoi 'IW riO' _wi .0.» of .... aabd __ of _ 
..... ia .u.cn- ! I'c;a .. the __ plK .... oj tile ftUUH; of 
........ price - is -.... ia he di ia dlacr- 1. 

31. h doi< .u-ra- -.io ........ pimaw .... ......n. of • ,.... •• trwb.a& 
.... ... Bst .... ,· .-Ita .... ,.... ......... .... 

·'ftIt ___ .. --r:r..- ... ~~T ..... U.PanYl ......... f 5 __ ".u r- ...... -___... + 'nit- ____ ill .... ~ • s _ ...... ___ OT __ rm- .. 
... o. __ ~iI.'" Ai _____ u.OL 
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DIAGRAM I. 

CUMULATIVE· GRAPH SHOWING 
TOTAL TURNOVER IN RELATION TO PERCENTAGE OF COS? TO PRICE. 1922-23. 

(AGGREGATE OF SEVEN INDUSTRIAL GROUPS.) 
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outcome of numerous separate transactions carried out over a period of 
time. The block form of· diagram 2 reduces these transactions to an 
average form and ignores the fact that the result of a year's trading is 

, a composite of the re.u1ts of all the sale. during that period. In actual 
fact these .ale. may, and probably. do, yield different peroentage. of 
profit on the prices at which they afe made. An average result does not 
then disclose the actualities. If by the technique of cost accountancy 
accurate particulars of the separate sales and their relative costs could 
bs oollootsd and classified for each concern, it would probably be found 
that the separate sales when arranged in order of magnitude accorm.ng 
to the percentage of profit on price for each transaction would reveal a 
dispersion similar to that obtained fOf. each industrial group, as illustrated 
by the general tables, and by diagram 1 for all groups taken together. 
l~aoh trading transaction will have been carried out at distinct points of 
the oost .chedule, in relation to equally distinct, and perhaps ind ... 
pendent, demand schedules, effective at the different dates of ilie tran&
actiona concerned. 

32. On this view diagram 2 ia an artificial and inaccurate represent... 
tiou of the true faots. The blocks representing the separate busin ..... 
should not be monotonously rectangular, aa shown, but should present 
upper surfaces of considerable variety. each 'one piCturing the particular 
cost schedule of the partioular oonoern ftpreaented. . 

33. It is not practicable to preaent with any olearness a new 'view of 
diagram II showing these separate ooat ourves. All that is feasible i. to 
181ect typical individual businaas coat ourves, representing three types, as 
they appear when viewed from point A looking towards point B in 
diagram lI. These are presented in diagram 8. The units of turnover 
iu ent"h of the typical oaaea selected are arrayed by reference to the 
VBl'iabia of profit on turnover, or, in other words, to the percentage rela
tion of cost to price, without reference 110 the order of production of the 
units of product sold. ease (i) in diagram 8 represents a highly profit
able ('Oncern, one t-hat would lie on the extre~e left of diagram 1 or 2; 
cnse (ii) repreaents a moderately profitable bnain088, lying towards the 
centre of thoae diagrams, and 0&18 (iii) ona that is Buffering a loss, and 
~.illil 00 the extreme right of diagram 1 or 2. The obiect of diagram 8 

Du.o ...... 3. 
D,s""""" OI"~PMMf ~ _ ...... OF nc 

I'IIfUI,r..., ... c.r .. au • .......ce. ,.. ........ -..-. 'n1I'Wa .,. ~ 

• L-______________________________________________ ..J 

• ~ ec..- 0-- 'Wi. •• (c;......7'nC) .. 

(i) 

• 
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is to illustrate graphically the position suggested above, m., that on 
analysis the total resulta of trading. by any bnaineaa are not const.tuted 
of like rates of profit on every transaction carried ont or every unit of 
product sold, but, on the contrary J are. built up of unite of liUBioeas 
yielding various rates of profit, accordin4;;,o the momentary conditions 
of aupply and demand and other factors affecting the elnaive element 
~ profit. Price is not, of course, in these circumatanoea a constant, but 
a variable. All that is here meaaured is tha percentage relation of cost 
to price. 

34. Economic theory, 88 described in Part II of this memorandum, 
depiete the producer endeavouring in every case to push hil production 
just to the point at whid> the cost of his linal 'Illlit. of product is exactly 

. equalled by the coat of their production. 
One forther diagram may 881'Ve to ill_ato typ.. of _ in which 

the trader achieves, with more or leu aucceu, hiB aim of attaining 1tte 
maximum of profit from the agent. of production that he _ploya .. In 
diagram 4, the 'Unite of production are arranged in their order of 

(iii) 
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production; on the first units, it is assumed tha.t tpe cost of production 
would exceed the price. As production expands the cost falls in relation 
to price, on the assumption that most industrial enterprises to-day are 
governed. by the law of diminishing costs. Profits th1lB increase on 
-subsequent units, tending towards a maximum point. After that point, 
increased supplies begin to affect demand price, and accordingly the 
margin of profit falls. 'Dhree cases are shown, representing as before 
typical grades of profitablen..... Case (i), showing a high percentage of 
profit aD turnover, represents ODe in which production has not been 
pushed to the margin where the sale price is just equalled by the cost 
of production. In case (li), tlhe producer is assumed to have attained 
exactly this economic balance; the last unit of production is shown as 
sold exactly at its cost price. Case (iii) illustrates a concern of which 
the greater part of the turnover is done at a loss. It would be found, 
in diagram 1 or 2, a.t the extreme right. In between the cases 
illustrated by c .... (i) and (iii) of diagram 4 there will be distributed 
the producers in any trade group, each with his own particular curve 

-()f profitable and unprofitable flurnover. 

35. If this hypothesia of the dispersion of profit per unit of turnover 
in the case of each producer is correct, there will be in the cases of 
numerous producers & marginal amount of production which is marketed 
.at a loss. The proportion of this marginal unprofitable production per 
concern depends upon its relative efficiency, particular advantages of 

_situation, circumstances, and 80 on. But the most sensitive part of the 
marginal production-that part which is most easily suppressed under 
~he presaure of lOBS-undoubtedly will be found among the producers 
who are in the weakest financial position, i.e., those ill118trated by 
-diagram 3 (iii). For this reason, the increment of supply put on the 
market by the producers working at a loss is of special importance, 
Dot only in its effect on price but also for the insuperable obstacle ita 
-competitive presence offers to any attempt. elsewhere to pass on a ta:I: 
levied only on a profit margin. 

36. From these general considerations, it may be deduced wHh 80me 
-oon1idence that at any given moment of time, there is, in any market, 
a distribution of concerns offering supply along a relative cost schedule, 
that is, a schedule of cost in relation to 'price, whioh is similar to the 
·distribution emerging from a year's trading, i.e., similar to diagram 1. 
The particular position of separate concerns on any day in relation to 
the supplies offered for sale OD that day may be very different from their 
oonaolidated position in the particular trade group wlhen the total 
transactions for a trading year are aggrega ted. In fact, that position 
may vary from day to day. But it is Bllggested that for any day there 
will be a given distribution similar to that_of diagram 1. This diagram' 
is repeau.d, in a smoothed form in diagram 5, together with illustrative 
-eurvea of the demand and supply achedule. Both the demand and Rupply 
curves purport to represent the conditi'ons of the moment. Pri<:e is 
fixed by the equilibrium which is set up by their momentary relation. 
It is shown by the intersection of the two curves at E, througb .... hich 
passes the modal price line.- This diagram is timeless, that is, it 
represents the conditions at a particular moment. The demand curve 
D1 na, and the supply curve Sl sa, interaect at E. The modal price 
line is drawn through this point. The whole turnover or aggregate 
sale price is represented by the rectangle AF j cost is repi eaented .,," tlbe 
area OBDF. Profit is represented by the triangle ABC, and the 10911 
suJfered by marginal concerns by the triangle eDE. Tu being levied 
at the standard rate on the profits is represented by the vertically 

• Although in the di~m' price u ,hoWD. ••• IIb'aight line, in rallite., DO mattrr _bat. 
the market. there g probably Dot one uuiform pricP. but. dispenion 01..,1,. KfOaped rouDd 
• modal figure. It u. Ulie modal figure which the price liDe porpo.w tD npreMlJ t • 
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DIAGRAM 5 . 

.. 

• h.d.d .re. BGC. With this piotorial guide, the effect of an inore .... 
in the fate of taxation on trade profi.t considered in the aggregate mny 
be more closely aamined. 

3;. Tb. absorption by the State of a portion of the profit area in the 
form of tl percelltllge rate of tax on profits exerts practically DO pressure 
on uuy of the forces producing the resultant position drawn in the 
diagram. 

The on1OU .. t IOhoolute amount of tax is taken off the smaUeet absolute 
amount of profits, tha.t is, aa point C is approached, Ute t.ax gradually 
diminishes, until it reaches IOro. when profits also touch that point. 
The amount of .upply offet..! is not diminished by the fact of taxation, 
As for demand, it is often hastily .up~ lIhat the purchaaing power 
\Iok.n by taxation simply disappears into the _id. The national balan .. 
sb""t n\.kee it clear, ho_rer, that all the ........ nne col1ected is disbursed 
AltaiD, .~. the tax is leviod only on profit, it d ... not ._ the 
diolOUally sbadod I... .... CDE. Therefore, if IIhe tax area BGC is 
inc .... SC!od. still tapering, too aero at POlo' C, DO addition" force is 
.,..,rted I .... ding to change the .. loti ... positions illustrated, as the .ddi
\ional tax area is bed only aftar the other linee of the diagram haft 
heen ",ttt.d by et.'Onomie fort'eS., Cert&inl. no change in the nrioa~ 
~ reaultinll in the "'Iuilibrium of price indiea'""- by IIhe diagram .... uld 
be antic-ipated from all in('re&Se in the DUIBber of shareholde.n in '\he 
COlDpa .... con ... rned, aDd it is dillieult to draw any distinrtioa .... _ 
81lCh an iDe .... in the nombel" of pM". indiridllak participating ill 
th .. profits indi"",",,- by the a_ ABC, and an increase i .. the participaata 
arising from the fac' that IIhe State wi\hdn. .... a ohare in the form· or 
J"""m. 1'..,. 

• 
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PART VI.-COMPARISON OF PRE-WAR AND POS'l'-WAR 
PROFITS. 

38. An effort has heen ma.de to probe the matter further by making 
comparisOns with a. pr&owar year. Table 10, based on ·sue" information 
as is available, in effect compares the estimated dispersion elf the variable 
as it existed in the seven groups treated as a whole in 1912-13 with 1Ihe 
dispersion that would have exiated for 1922-23, had tbere heen no altera
tion in the relative contribution of each industrial group to the tota] 
turnover. 

TAlILB 15.-PROFIT AS A PEROENTAGE OF TURNOVER. 
Dispersion, 1912-13 and 1922-23. Aggregate 0' Seve .. Indu.trial Group •. 

1912-18. 19"A2-2"J. 
Value of the Percentage of the Percentage of the 

Variable. ~ total Turnover. total Turnover. 

- 20 nnd below ... 0·03 0·8i 
-19·9 to -10 0·03 2'Oi 
- 9·9 H - 5 0·04 2·89 
- 4·9 JJ - 0 1·92 8·96 

0 .. ·9 9·44 8'33 
1 

" 
1·9 7·69 9·86 

II .. 2·9 11-02 10·25 
3 .. 3·9 14·57 6,4.5 
4 .. 4·9 8·69 7-41 
5 .. 5·9 11045 7-48 
6 .. 6·9 6·22 5·52 
7 .. 7·9 5·86 3-85 
8 .. 8·9 3·96 8-40 
9 .. 9·9 4·01 2·85 

10 .. 10·9 2·23 2·98 
11 .. 11·9 2·~9 1·76 
12 .. 12·9 2·95 1·29 
18 .. 13·9 1048 1·41 
14 .. }4·0 0·54 l'O~ 

Iii " 19-9 3-24 5·47 
20 .. 24·9 1-10 8·31 
25 29·9 0·18 1-61 .. 
30 " 39·9 0·59 0·93 
40 " 49'9 0·05 O·SS 
50 and 0·12 • 0·25 over 

Total 100·00 100·00 

89. The similarity of these dispersiona: is very remarkable. tbough. i. 
is not obvious at lim sight. It will be better appreciated by-the follOWing 
ctatistioal co-elIicienta for the two years, vi.:-

Median 
Lower quartile 
Upper quartile 
8ke..- ... 
Average or mean . 
MeUl deviation from the median ... 

1912-13. 1922-23. 

HI 
2·53 
7·67 

plua 0'19 
6·80 
3·69 

4·11 
1-24 
8·46 

plua 0·20 
5·43 
6·01 

The mediana and the meana (or averages) are very close to one another 
for th ... two years, separated by a decade and tJ>. catacl",011 of thd 
period. If tJ>e 1912-13 medi.an and average are each eapr..-l by 100, 
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then ill 1922-28 the media.n was 89 a.nd the :verage 94. That the general 
distribution of the ourve given by the dispersions is similar is shown 
by the clol8 approximation of the maasuremente of skewn.... plus 0'19 
In 1912-8 and ·plus 0'20 in 1922-28. But the quartile measurements 
indicate as clearly that the ahape 0'-the curve h ... altered. The lower 
quartile haa fallen from 2·58 to 1·24 while the upper quartile haa risen 
from 7·67 to 8·46. The range over which the middle half of the bUBin ... 
waa done h ... therefore widened frcm 5·14 to 7·22. Apparently there W&l 

a greater uncertainty in the reaulte of business in 1922-23 than in 
1912-18; it is measured by the increase of the mean devi .. tion about 
the median from 8·59 to 6·01. i.e .• in the ratio 100 : 167. 

40. A further aid to oomp&ri.OIl between the two years is a.lforded by 
Graph 1. which follow.. The general coincidence of the two linea, when 
allowanoe is made for the greater opread in 1922-28 is pl&in. This is 
made clearer by Grl>ph 2. in which the f&etcr of the increased mean 
deviation for 1922-28 is eliminated. aere the &bIOi .... eeale. for 1912.18 
and 1922-28 reapoetively are in the ratio 167 : 100 (eeo above). whilst 
the ordinate Bcales are in the inverse ratio. The curves ha.ve been 
plotted .. tJhat the mediana are coincident. On thia basi. the similarity 
of the curv.. is indeed otriking. 

41. This general oompariaon. however. needs to be implemented by 
I8p .. rate comparison. for each of the aeven group.. 'lhe dispersicns 
for the eeven oeparate groupe are shown in Table 16. and the ocr ..... 
spondiDIL .tatiatical _olIieiuta in Table 17. 



Value of ,th. 
V ... iabl., 

Ootlon, 

Peroentogo of 
Total 

Turnover. 

TA.8LE 16,-PROFIT ,J,S A PEROENTJl.GE OF TURNOVER, 
Di.p ... ,ion 1912-13 and 1922-23, S.ven InduBtrial G.,oup., 

Iron d Misceilaneoul 
an Bw.l~ Met.l Indo.tri •• 

Whol ••• l. Retail 
Distribution. Diltrihution. 

Wool. Food, Tot.I, 

~-~'" -- -----1'-----
Peroentage of Percentage of 

Toml Toml 
Turnover. Turnover. 

Percentage of 
'foml 

Turnover. 

Percentage of 
Toml 

Turnover. 

Percentage of 
Tota! 

Turnover. 

Percentage of 
Toml 

Turnover. 
Percentage. 

_____ :1912--1311922--231-;;;:~1~;;-~~ 1912~131922-231912-1311922-231912-1+922-231912-1~1~=231912-131922-23191;-~31~~ 
-20andbelow ~ - ~ 1'881 -, I 0'81 0'08 1'87 0'06 1'93 - 0'05 0'01' 0'22 -' 0'11 0'03/ 0'87 
-19'9to-IO - 0'16 - I 1'42 0'08 4'63 0'13 8'25 - 0'33 - 0'58 - 0'24 0'03 2'07 
- 9'9 .. - 0 - 7'10 - 0'90 0'17 0'42 - 2'09 - 0'76 - 0'58 - 1'20 0'04 2'39 
- "9 .. - 0 1'16 16'16 1'10 I 6'09 1'95 0'04 1'17 14'64 - 10'17 3'31 9'03 - S'81 1'92 8'96 

0,. '9 O'81i 8'27 0'48 1 3'29 2'68 1'72 21'28 S'56 2'46 6'98 16'32 14'77 1'80 I 0'81, 9'44 8'S3 
1 .. 1'9 2'40 7'01 0'66 I 1'71 2'58 0'92 10'61 5'63 16'83 8'23 10'78 18'18 - i 7'33: 7'69 9'H6 
2 .. 2'9 2'86 6'95 5'31 I 7'24 4'86 8'70 5'66 ll'70 5'29 13'15 20'51 \1'98 7'80 117'48 ,ll'02 10'25 
9 .. 8'9 8'OH 6'62 0'69 I 4'60 18'47 1'60 9'02 5'74 18'70 6'50 16'73 8'82 7'32 9'15' 14'57 6'45 
4 .. 4'9 9'40 4'39 6'33 3'03 3'98 9'66 11'34 7'87 9'21 0'23 10'75 7'76 7'34 7'18 I 8'69 7'4f 
6 .. 0'9 19'60 7'32 12'85 0'85 13'62 jI'64 9'01 4'18 20'91 9'06 0'85 5'26 13 91 17'20

1
' 11'45 7'48 

6 .. 6'9 10'10 2'85 4'51 8'86 6'99 3'85 4'88 3'59 1'84 8'20 3'45 8'04 19'83 7'04 6'22 5'52 
7 .. 7'9 10'86 8'93 7'79 6'02 9'34 6'60 0'98 8'46 17'28 2'85 0'86 2'32 6'44 4'76 0'86 3'85 
8 .. 8'9 ll'20 8'86 'I 9'19 8'64 7'58 6'44 8'00 3'49 2'41 8'61 1'55 1'65- - 5'2~ 3'96 3'40 
9 .. 9'9 9'29 2'98 16'708'18 3'83 6'75 8'20 2'87 1'56 2'06 2'74 1'01 4'35 2'24 4'01 2'85 

10 .. 10'9 6'86 1'~O 10'02 6'24 8'80 6'7S 0'70 8'48 0'95 8'00 0'82 1'62 2'32 1'68 2'23 2'98 

l~ :: In g:~~ r~~! n~ n~ ng r~~ n~ n~ = n~ ~:~i g::g n~ n~ n~ n~ 
18 .. 19'9 1'29 1'27, ,1'96

1 
2'74 2'26 2'00 1'41 1'18 - 1'53 0'53 1-18 5'09 0'76 1-48 1'4\ 

14 .. 14'9 0'68 1'40' 0'90 t 6'47 1'60 1'38 0'01 1'23 - 0'68. _ 0-49 1'46 1'35 0'54 1'08 
16 .. 19'9 2'05 4'68, 8'48110'76 6'18 7'92 10'58 9'11 0'20 11'23' 0'62 1-89 3'57' 8'00 3'24 5'47 
20 .. 24'S 0'62 8'28 i - 8'71 1'23 8'02 2'45 3'16 2'04 3'46 - 1'32 3'67 0'64 ~ 1'10 3'S1 
26 .. 29'S - 0'42 1 - 4'85 0'82 8'04 0'07 2'04 - 1'63 i - 0-74 _ 0'35 I 0-18 1'51 
80 .. 89'9 - 0'071 - I 2'10 1'44 2'87 0'56 0'26 - 1'91' 0'10 0'49 2'06 0'12 I 0'59 0'93 
40 • 49'9 - 0'04 - 0'49 - 0'58 0'12 0'43 O'S7 0'81 - 0'18 - 0'02 I 0'05 0'33 
flO and 0"" - -, - 0'22 0'04 0'15 0'04 0'23 - - 0'29 0'50 _ 0'04' 0'12 0'25 

'rolal -.. 100'00- 100'00 1100'00-1100'00 1100'OO-IOO'oo-iW;OO- lOO'~ 100'00 [100'00- 100 ,oo-ltoo '00- 100-00 i1oo'oo ;100'00 ,100'00-

co .... 
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TAIILII 17. 
~ - -- -- --- -- -~ 

Average Mean 

Indu.t Lower Upper DeviatioD ri.1 Gronp. y .... Median. Sk.wn .... or Quartil •. Quartile. from Mean. Median. 
. 

I .. ·f 1912-18 6'56 5'01 8'91 +'21 7'00 2'54 ... 1922-23 2'55 -1'65 7'18 +'05 2'47 0'63 (Jotton 
I ... { 1912-18 8'60 5'43 I 10'56 -'24 8'19 2'94 ... 1922-28 9'78 8'77 14'57 -'10 9'78 7'37 Wool 

Steel ... { Iron and 

Miloella 
Metal 

neoua { 
Indultri .. 

1912-18 
1~22-28 
1912-18 
1922-28 

6'25 3-69 
7-48 4-02 
4-17 1-22 
4-21 0-92 

9-75 +'16 7-49 4-19 
13-22 +-25 7-i4 8-30 
8-25 +-16 6-10 4-50 

10-36 +-30 5-22 7-38 

... ···1 • dia-
ion ••• 

distribn· 
IU ... 

Food 
Wboleaal 

'ribut 
Retail 

'ion 

1912-18 
1922-23 
1912-18 
1922-28 
1912-18 
1922-28 

- ----.--_._-----

4-78 8-U2 
4-i8 1-81 
2-95 I-50 
2-56 0-99 
6-60 5-06 

• 4-74 2-40 

6-86 +-11 5-07 2-43 
10-95 +-36 7-11 6'12 
4-68 +-09 3-90 2-54 
5'58 +'32 4-14 3-92 

U-72 +-54 8-48 4-01 
6-84 --00 

, 
0-14 i 3-85 

4S!. A cursory inapection mowe that there have been considerable cross 
movements in detail, which tend to ca.noel out in grosa. The misfortunes 
of the ootton indultry are all too apparent_ The median and the 
a ...... ge have bobh f.ll.n henvily, although in 1922-28 a quarter 'of 
the buaineu was atill done above 1·18 per cent. on turnover, 88 against 
a oorreeponding figure of 8·91 per oent_ in 1912-18_ But wher ... the 
middle h&\f of the busin ... waa done in 1912-18 at a rate of profit 
between 6 and 9 per cent. on turnover, in 19'22-23 the limits were .. loss 
of roughly It per cent_ and a profit of 7 per cent_ No I ... than 30 
PW l.'8nt. of t.he trade B&l11pled resulted in a loBs. In the other manu
facturing industries, there i. a general tendency towards (a) a sligbtJy 
higher median. normally aooompanied also by a somewhat higher average, 
and (b) a marked widening of the di6penion. Bobh qut.rtiles .ho .. a 
tendency to move outward. from the median. Thua the mean dena tiona 
about the meaD are areater in 1922-23 in every gzoup, with the sale 
ezceptioD. of the retail distributive trade. In the wool group, the 
average rate of profit haa risen, but the general distribution about t.he 
mediaa is leas favourable, for the skewnea haa fallen from minus 0-24 
to minus 0-10_ The lower quartile hos fallen from 5·(3 to 3-7;. The 
iron and .teaI group aboWs the same kind of movement, bhough in • 
8lllaU .... degree_ Although the median point for the mi-U ...... "" metal 
induatri .. bu risen, the average rate h .. fallen Ilightly, but there is 
the eame characteri.tio or a wider diap8l'Sion, &Del an adrer&8 movement. 
of the eke'"' .... from plus (H8 to plus 0.30_ It would seem plain that 
the manufacturing food trad .. haft improved their brood position, for 
the a __ has risen fmm 5·07 110 7-11, but the composition of the 
group in the reepecti .. ,....... is not entirely OD all fours: les oomplete 
information was aT&il&ble for l~ in aome branch .. of this cl ... 
of trade, 'lrhich _d to abow a low rate of profit on turno..."._ Whole
oale dis"ibution makes a poorer abo.. in 1922-28 thin 1911!-13, for 
although th. avwag<> rate is olighu.v higOO, the diopen;ion ia ~ 
grea""', the median is oligbtly lower, and til<> positi.e ....... n_ baa 
incnaoed oonsiderably_ It is doubtiul whether the part.iculara for the 
reteil diatributi ... trade are of great niue, for i' haa been aocert&ioed, 
on inquiring into the disoNp....,y he_a the reenlts for the __ 
that it ia due in pan 110 the omissioa (through tha aocidenla of aampling) 
of any food _oa ia 19li-13. AI. their b_ ...... ia aormally ..... 
dll<>ted •• a low rate on __ , this omission iavaiicl&tee tha <Om

par&bility of the &gureo. Apan from thia group, too......... the broad 
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tendency towards a widening of the dispersion seems plain. Just as 
the mean deviation about the median is greater,· 80 there is a broad 
ten~ency towards an increase in the positive degree of skewness, indi
catIng a tendency towards the distribution of a greater part of the 
trade about rates of turnover lower in relation to the median in 1922-23 
than in 1912-13. But, 88 already noted, the median in 1922-23 is on 
a somewhat higher level than that in 1912-13 . 

. 43. From the field of complexity o1Fered by these figures, it is perhaps 
difficult to draw any conclusion heyond the conviction that they must 
be the result of numerous forces, acting in various directions. What part 
has been played by the movementa of taxation of income P Nothing is 
more difficult than to iaolate the e1Fect of one single factor, but the 
problem may be approached from tne other side by inquiring what 
would have been the effect of the increase in the rate of Income Tax, 
had that increased tax heen ahifted in ita entirety from the profita 01 
lDdustry on which it is initially laid to those who conamne the products, 
aU other factors being ignored. 

44. For the year 1912-13, the general rate of tlncome Tax was h. 2d.; 
for the year 1922-23, the atBndard rate of tax paid by aU oompani •• 
was .os., or 4·28 times as much. If the turDoyer in 1912-18 yielded a 
profit of Y per cent., and that percentage included the tax Rich had 
to ,be paid thereon, then the trader's net rate of profit waa Y X 226 

. 240 
or ·9416 Y per cent., and the balance represented ta.x. Asauming, on 
the theory that those in control 01 busineaa will not carry on unleu they 
receive the same net reward far their efforts, that the company ... ae 
in a position to insist on the same net percentage profit for 1922-23, then 
the gross rate of profit on ·turnover for that year wouJd rise to 

• 240 
'9416 Y X 180 per oeol. 

Le., to l'~ Y per cent., or an increase on the original gr088 Y per cent. 

of :: tha 9f ita value. This increase to he effective in ita object would 

require to he realised throughout the whole range 01 the disper1lion, or 
at least in all ita profit-bearing ranges. The preceding tebl .. and grapho 
offer DO evidence in support of any such change. On the contrary, the 
earnings of industry, as & whole, before payment or deduction of Income 
Tax, when related to the unit 01 the ponnd of turnover are practicaUy 
the same in 1912-13 and 1922-23, notwithstanding (0) the increase in the 
rate of Income Tax by 328 per cent., (b) the change in the ",!ati ... 
importance inter Je of the individual concerns engaged in anyone 
industry ,",ich has undoubtedly taken place during the intervening 10 
yean!, (c) all the distum.ance8 associated with the war and the ... boeq ...... t 
boom and depression, and (d) any diminution in the aggregate 01 naI 
production which may h .. ve followed. 

PART VIT.-THE INCOME TAX FIELD AS A WHOLE. 
46. 'lb. foregoing detailed statistical investigation haa ~ restricted 

to seven industrial groups. It coven the ebief manufactnnng and ciie-
tributive activities of the country. This courae baa been followed becaue 
the controversv a. to the incidencs 01 the Income Tax u. oonfined aim"'" 
entirely to the effect 01 tho tax on bnsi_. Bnt it would be • mistak_ 
though one which u. often maole--'to ..... me that the aggregate in_ 
within the Income Tax area. consista wholly of iDeome from b .. iD._ 
801IJ'CleII •• Table 18 baa accordingly heen prepared to abc .. the oompoDODt 

parta of the aggregate incom. liable to tax for the ,...n 1911-13 and 
IQ22..23. II IDoome" here meaDl income .. estimated UpoD the .tutory 
basis for purpooes 01 Income Tax, that iI, upon the .__ or otbor 
base laid down in the Acta. 
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;J'ABLB 18. 

INCOME TAX, 1912-18 a,1ll 1922-23. 
Dilrtribulio" by SfJurc~. 01 tit, Aggr,gqJIJ bwomtJ, U"'ted. Kingdom. 

1912-13. 1922-23. 

Source. 
A t Percent "moun'. Percent. 

moun. of total..... • of total. 

I. Real PI'Oport" ,-
(a) Real properly owned aud 

occupied for busin681 
purpose. by companies. 

(b) Other real property ..• 

£000 
20,000 2'21 

.£000 
22,500 

169,776 

0'96 

ToW ••• 174,422 19'28 ,1.92,276 8'17 

n. Farming profit. and oth ... profilB 
from land. 

6,866 

In. &<mrilie, :- I 
(a) Britilb Gov" (Sohedu1. C'l 1 ~,460 

( .. D. I -
~
b) Dominion 11 ( n C. 28,350 
c) Foreign .. ( .. C.) i 10,20. 
tl> Dominion and FOTeign [0,500 

0'59 

G.>v'" Corporate, Muni-I ' . 
CliP'll, &0. i 

(e) ~1i .... lI.ueou. ... ... 10,500' 1'16 

25,466 

86,650 
70,000 
81,2.0 
10,2.0 
48,000 

15,1(,0 , 
I 

266,250 : 

1'08 

3'68 
S'19 
1'33 
0'43 
2'04 

Tolli ...: 108,005 I 11 . 90 
, 

IV. BNIIlN."'.'- : 
1------

(a) Mining. Manufacturing_nd 119S,~00 21'81 
Productive. ; 

839,900 I 

(6) DistributinD. Tranapor' and ! 
Commun'CAtion :-

(i) Rooilway. lR tbo United 42,900, 4'78 46,000 i 
Kin'!'lolD. , 

(ii) Oth~r ... ... ... 1.2,\100 16'115 825,600 : 
(e) Finanoo, Pm_one .nd, 15,Il00 8'36 1~44"O i 

otbe.r bn.inM!l. I 

I-§=----:-:rotal .•• 464,900 51'26 83<>,300 I 86'00 

V. A~"IJut'''''''u:- I I 
( .. ) ern"" ompl.,,... ... "", 2lI.ooo 2'43! !lII,OIlO 8'83 
(A) ,t ... tly M,,"ual ""8'" - I - II 3.'.9,575,' 15':i!1I 

."Den. ! 

l!") Emplu)_ of Pri.a'" and \132.409 I 14'60 I· ""4318 I 
Cor pora\e ounoerua. I 

----~, ------
Total ... 1154,~59 \7'03 i 1,1\88."'~ .3·~ 

-: 
Orand Tulals ... , 907,1.2 100'00! !,!l.l.'I.11H . 100'00 

-----------------
46. 1'ho dotail. shown ia Table 18 are DO' P'" forward .. non 

tiglU..... Usey are estiml\tee., and there are SOble disturbing fart.on. 
TIM. 00 .... ' lDainl,y of ehon_ ia laooma Tax law, mOftmonUl of the 
prito. ieorel and p ... d~ of da\a. . 

D 
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47. Income from business formed 51 per cent. of the total in 1912-13 
and 85 per oent. in 1922-28. The .. ven industrial .groups investigated 
in Part V fall within Cl ..... IV (a) and IV (b) ii, which account for 
88 per cent. of the total in 1912-13 aud 28 per cent. in 1922-28. The 
major part of these classes is covered by the investigation, the chiof 
industries omitted being: , 

Mines, quarries, gas and water-works, docks, &c. j silk, flas, jute 
and hemp, lace, hosiery, bleaching and dyeing, and miscellaneous 
textiles; brewing, distilling, sugar and tobacco; patent medicines; 
soap and candles; chemicals and allied trades; leather and clothing; 
paper-making, printing, publishing, and miscellaneous stationery 
trades; timber and building; pottery, china, glass and miscellaneous 
manufacturing industries; retail liquor trade; shipping, tramway., 
omnibuses, electric power and light. .All concerns the main assets 
of which are abroad . 

. 'Ihese omissions cover approximately 59 per cent. of Classes IV (a) 
and IV (b) ii, 80 that the statistical investigation covers approximately 
41 per cent. of the total income allocated in the table to the .. Cl&SS&S in 
1912-13. The 1922-28 percentage;" rather higher, viz., 50 per cent. 

48. The distribution of the actual produce of the tax among the several 
sources set out in Table 18 is by no means the same as the distribution 
of the total 'inoome there shown It is only possible to make a very 
approxim-ate estimate of the distribution of the net produce of the tax 
among the various souroea of income. The result for the year 1922-23 
is shown in Table 19. 

TABLE 19. 
NET PRODUOE OF THE,INOOME TAX, 1922-28. 

Di&tribution 0/>11 Sour«., United Kingdom. 

Source. I Amonni. 
Per coni. of 

totaL 

I. Real Properly :- £000 
(a) Real property owned and occnpied for 5,400 1'83 

business purposes by oomp&niee, IlEc. 
(b) Other real property... ... . ... 32,700 11'08 

1----1----
. Total... 88,100 12'91 

IL FaNn'ng Projilo and other profile from land ... 

ill. B_ril'" :-
(a) British Govsmment ... ... 

Schedule O. and Schedule D. 
(b J Dominion Government;, Schedule C. . .. 
(c) Foreign Government, Schedule C. ... 
(d) Dominion and Foreign Government, 

Corporate, Municipal, &C. 
(0) Miscellaneous ... ...; 

Total ... 

IV. Bm ..... :-
(a) Mining, Manufacturing and Productive 
(b) Distribution, Transport aud Communi· 

ca.tion:-

1,500 0'51 
1----1---

29,800 

6,300 
2.200 

10,700 

3,400 

82,400 

66,300 

• 

10'10 

2'14 
0'74 
3'83 

1'15 

17'76 

(i) Railways in the United Kingdom... 8,400 2'85 
(ii) Other... ... ...... 42.600 14'44 

(c) Finan .... ProfeuioDS and other bu..m- 19,100 6'48 
1---1---

Total... 136,400 46'24 
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Source. I Amount. I P.rtoW~· of' 

V. Emplo/l"""''' .~ £000 
(a) Crown employ... . •• ... ... 7,100 2'41 
~ b) Weekly Manual wage-earne.. .•• . ... 2,200 0'75 
0) Employ ... of Private and Corporat, 67,800 19·42 

oonoel'Dl 

Total ... _. 66,600 22'58 

Grand Total. ... 296,000 100·00 

. , I 

49. The approDmationa turniahed by Table. 19 gi~e. fnir indication 
of tho relative importenoo of the 80urc .. of yield of the Income T&><. 
The inoidence of the taz from bUaiD888 sources haa formed the main 
subject of discussion up to this point, and a btief review of the tax 
from other sources will 88rve to complete this inquiry. 

00. (I. (a).) 'lax arising from real property owned and occupied by 
companies for business purposes may by acme be regarded as indistinguish. 
ahIe, in fact, from tu arising from their profita, on the ground that 
the ':\i<viaion of the aggregate profits betwaen the two Schedulea (A and D) 
of the tu is largely of an adminiatrative character. But it would 
probably ba better to regard it as in the same category as the tu: on 
other real property. The annual value placed on such prami ... is deter
mined in no mauner different from that applied to property -genera1\y, 
and the divi8ion between Sohedule A and Schedule D of the aggregate 
profits of • concern which own. ita premi&el is thue Dot administrative 
but economio. 

iiI. (I. (b).) Tax arising from other real property mainly consists of 
that paid on the rental value of private bOU888, and of business premises 
oocupied by private and corporate trad... (ezc\nding ..... covered by 
the preoeding class I. (a) and on the rental value of land). The tenant 
of a private ho.... h.1 heen protooted by the Rent Restriction Acts 
against tho DOrmai aeonomio effects of supply and demand, and, G fortiori, 
against all1 increase in rent desigDed to reimburse the owner fQl' t.he 
iooreaaa in direct tu.tion. The tenant of buain_ premiaeo has baen 
exposed te the play of economic fe ...... , but there is no apparent reaacn 
wby thoir eff ... t should haft heen amplified by the rise in the Income 
Tas, a rise whiC'h kI th., individual owner letting the premises is oon
ditioned by facta, e.I_, his total income. marital state, &c., which are 
totally unrelated to the d.mand fer th .. premiaeo. (II.) As for the \aX 
on the """upawon of lands, the farmer, faced by the oompotitiOD of 0""_ supplies, has had little opportunity in recent yeara to load his 
prices in t'IOnsonanoe with higher income ta.sation. The iodes. of prioea 
of agricultural preduoe published by the Ministry of Agriculture __ 
to offer OODcluaive .viden .. on this point. 

63. (III.) The yield of _uriti .. of the high"'" gilWdged type offen 
the best measure of the ",noral rate of pure interest. on capital The 
inte .... rel.tion of that ra'" with __ nu of 1_ Taz is aD eztreIDeb 
difficult th ....... wbieh, bacause it trencllea OD psychological ground, hardly 
fallo within the _po of &his memorandum. l\ is hard to d""7 tha& 
\here ia aome aoDnectioe betwaeD. tile De' rate of ioWest. i.e., attar 
deductioa of Income To>:, and the stream of DOW capital, but it is ..
harder te trat'8 that con_tion or '" lind any JDMS1U'8 of it. In the 
10"" run, the paaraI rate of in_ is DO donbt go--.i by the 

DI 
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el~me.~tary forces of supply aO,d de~and, 'interpreted by the! marginai 
prJ~Clp~e. In other words, capital wlll be employed up to the limit at 
whICh Its employment is profitable, and the marginal rate of interest 
will b. that at which the least profitable employment is found. As the 
supply of capital increases in relation to the demand 80 it must prese 
i~ way into leSS' favourable employment, and the gene;al rate of interest 
WIll tend to fall. The renl point in issue concerns the effect of the rate 
of interest on the supply of. capital, and in this way on. is led to ask
what IS the ultImate determInant of the will to save? Here one reaches 
the realm of psychology, in which judgments are governed by impressions 
and not by identifiable facta. There is a general consensus of economic 
opinion tlhat an increase in the rate of intereat will stimulate saving, 
alld ~hat a fa~1 will depress it. But the elasticity of savings will naturally 
be highly variable as it depends on many considerations quite unconnected 
with the rat.Et of interest, and therefore with the rate of Income Tax. 
It is common ground that in the lowest regions of income from which 
savings emerge ~· ... atQ of. :tacoma Tax is of no account, for. the simple 
reason' that none is payable. The effect of the rate of interest itself is 
also probably very small, inasmuch as the power to save is very limited, 
and the will to save is likely to be due more to the influence of the 
capital put by. than to that of the income to be derived therefrom. At 
the other extreme of, income, savings arise from the automatic excess 
of income over expenditure ra.ther than from the desire to accumulate 
more. Only in the middle regions of income is there likely to be a con
sidered balancing of the respective attractione of a present sacrifice and 
.a future iocome. The impersonal savings of companies are of great 
importance in the aggregate of national savings, but their effect in the 
I'resent connection' flows out through the influence of the undistributed 
or reserved profits on the distributed dividends. If there be a conflict 
between the claims of reserves and dividends arising from a shrinkage 
in the spendable undistributed profits-because the tax thereon i8 higher 
-there is ground for saying generally tha.t the claims of reserves will 
tend to be preferred. On the whole, therefore, there is much to be said 
for the vie~ that the volume of savings is largely unaffected by the rate 
of interest. 

53. What, then, is the influence of a movement in the rate of Income 
Tn. P As the Income Tax is drawn mainry from the BlDall but richer 
section of the community, the effects of' any cause leading to an 
alteration in its rate are concentrated immediately on that section 
and thus on those by whom the larger part of personal savings i.e made. 
An increase in the rate of tax may tend to reduce the amount 
immediately availa.ble in the hands of the wealthier cl88888; the im
personal savings of the companies may be maintained, but the net cash 
dividends distributed will tend to fall. The automatic aavings, of the 
wealthy will be smaller. So also will the savings of other cl8888IJ, 88 

far as they are fed from the stream of investment income. As a result, 
the stream of capital seeking investment may shrink, the lese remonera
tive sources of employment for it may be cut out, and the general 
rate of interest may tend to rise, in sympathy with the mOVdment in 
the rate of earnings of capital at the margin of ita employment. When 
the rate of tax is reduced the converse movement may take place. 

54. But this line of reasoning cannot be entirely divorced from the 
purpoaea to .. hich the additional yield of the tal< (arising from the 
higher rate) may be devoted. Income taxation for aocial expenditure 
may well be distinguished from taxation for the service of a debt, the 
holdings of which are concentrated among the taspaying claaa. 00 
the other hand, the change introdl1l'«i by this factor mar be one, not 
10 much of aubstance 88 of degree, dependent mainly upon the different 
effecta in point of time introduced by the various C8U1e1 leading to an 
increase in the rate of tax. In sum, then, it is probable that the rate 
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of Ill~me Tax haa a consequential effect upon the rate of interest, 
though that effect springa la.rgely from the realm of payohology where 
tt is beyond practico.l measurement. The yield on securities, while 
Dot- intimately and directly oonnected with moysments in the rate of 
tn, will feel tbe effeot of movements set up by such an inorease, though 
in what degree cannot be predicated. As the number of &tepa in the 
causative chain between rate of tall: and rate of interest increases, 
10 do the p .. sibilities of disentangling the effect of the tax from that 
of numeroul other intervening forces become more remote. 

56. Mr. A. H. Gibson, in an article contributed to the Financial 
Supplement of The 8perlator of 7th Maroh, 1926, on U Th. Future 
CQurse of Investment Values U contends that H economic reasoning and 
p.ut experience prove that the basio factor determining market values 
of Government and other Gr.t.el.... etocka ia the qaet pf living." 
He •• y.:-

U The law of relationship between the cesi of living Ooild' invest-
ment ValU88 may be stated 8& follo","s:- I ". II' 

U The course of the market prices of bigb-class hed-intere,!" 
bearing .tocka is mainly indirectly determined by the coat of 
living, a f.lI in the latter being usually accompanied or 
followed by a riaa in' the former, and conversely." 

Among other factors, be include.:-· 
cc ToatioD, ita degree, inoidence and application of prooeeda." 

And under this bead be remarks:-
II The effect of tnation on the market values of investments ia 

ODe of bhe moat elusive faotors to estimate. Since the Great Wal' 
terminated, Income i·"", haa been reduced from 60. to 40. 6d. in the 
£, and yet, on each oooasiOD of anDounOlllllent of a reduction, prac
tically DO effect waa produced on the market valuea of inveatmenu." 

Mr. Gibean iIluatratea the sympathet.c movement of oommodity prices 
and the yield of Oonaola from 18llO to 1924 by a chart, baaed on the mean 
pri .. of Conaole and the U Statist .. Ind"" of Wholeaale Prices, of wbicb 
the data were published mainly in tbe BII"k .... ' MlIg ....... for January, 
19»3. U.iUIl thl P""""';an _clent of correlation,' the two .. to of 
data, for tha 100 years from 111U to 1924 IPve the following reeulto:-

Belali .... C ..... flicient I Probable -- el'ror. of oorreiation. . 

StoU., Index num~ G~ yield of ConaoIIo plus 0·893 ••• ·01. 
18~6-192', ID_m.~. 

Stet;', Index number G..,.. yiel of CODIOlo plus 0·903 ... ·011 
1I!1l'-19:l3. in a..-diDg year. . 

Stet .. , Inde>: number Grose :yield of ConaoIIo plus 0·808 ••• .02S 
1~1911'. in p-ting year. 

And for the 11 yeare from 1908 to 191M, the _cienla are :-for the 
asm. ,...... plus 0'90; for the succeeding :reart plus 0'91, .&IId for the 
p_.nll ,..... plus 0'75. There ill \h,. a high d_ of posi'i ........... 
_, though i' ill doubtful whe\her this u;.. "-uee ODe relati.. ia 
the OIIU" of the other. U __ alloh more lint;, \IoU \he ........ no. 
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arises because these two seta of phenomena proceed from ODe commoD 
source, which, for 80 long a period, is probably to be found in general 
economic and monetary conditions. 

06. 'I'he clos8' correspondence of the phenomena does, however, it j. 
suggested, throw some doubt on the emphasis usually -laid on the rate of 
interest as a. factor in saving, and consequentially on the influence of 
the ra.te of Inoom-e 'I'ax aD prices through the medium of the rate of 
interest. '1'0 test the matter a little further, the co-efficient of correlation 
has &180 been taken out, for the past 17 years, between the net (after 
deduction of- Income '11ax) yield on ConsoIs and the U Statist" Index. 
For identical years, the co-eflicient is plus 0'74; taking the yield on 
Uonsols for the succeeding year, it is plus 0'72. It will be BeeD, ther .. 
fore, that there· is a smaller degree of relationship for the net yield of 
Oonsols than for the gross, the figures (for the succeeding year) being 
plus 0-91 for the gross yield and plus 0-72 for the ""t_ The implication 
is that -'the In.qome Tax 'is an effective burden on the income, not thrown 
off through a movement in the yield. Table 20 which follows shows for 
these 16 years the average price of Console, the gross and net yields, 
together with an index figure for the net yield, based on 1908 as 100. 
During the year. immediately preceding the War, when the rate of 
lnoome 'l'ax was small and varying very little, there is a distinct move
m-ent of the gross and Det yield of interest. Again, in the past three 
years, during which the rate of tax has been moving downwards, the net 
yield was moving downwards in the two earlier years and upwards in the 
last year. On this evidence as a whole, it seems very difficult w establish 
any distinct relation in the nature of cause and effect between the rate 
of Income '1'&:1: and the rate of interest. 

TABLE 20_ 

c .... ou and Wlwluale Pricu (Stati" Indez Numb.,.) 1908 10 19114_ 

_Tn. BoO Yield", Anrage StatiR Inrlps. of 

GrotIS Yield Price. Wholeule Price-. 
Year_ 

Average 
. Price .t Average ~~ 

M r,nb-I W;;hl901 for Year. Price. Rate_I ,Amount. I Indes: No. Amount. (1908=100)_ lie ed_ = 100_ 

£ .- d_I·_ d_ ".£ I £ t_ d_ ._ d-I 1908 86 .... 2 18 I 1 0 211 2 15 2 100-0 73 100 
1909 83t 2 19 5 1 1 3 3 216 2 101-8 74 101 
1910 81 .... S I 8 1 2 3 7 _ 2 18 1 105-3 78 107 
1911 79 .... 3 3 0 1 2 3 8 2 19 4 107-6 80 III 
1912 76f 3 5 8 1 2 3 10 3 1 10 112-1 85 116 
1913 73f 3 711 I 2 4 0 3 311 115-9 85 116 
1914 7ft 3 6 9 1 5 ,4 9 3 2 0 112-4 83 114 
1915 61ii 3 16 4 2 4 811 S 7 Ii 122-2 108 148 
1916 Ii8 4 6 2 4· 0 17 3 3 811 124-9 136 186 
1917 54+1 411 5 5 0 1 2 10 I 3 8 7 124-3 175 240 
1918 561 4 711 5 6 I 4 21 3 3 9 11!;-6 192 263 
1919 54? .. 12 6 6 0 I 7 9 S 4 9 117-4 206 282 
1920 47 5 6 5 6 0 111111 314 6 135-0 251 344 
1921 47U 6 4, 10 6 0 I II 5 313 5 133-1 155 212 
1922 56. 4, 8 6 Ii 6 I 4 4 I 3 4 2 116-3 131 179 
1923 58 4 6 2 4 9 1 0 61 3 5 8 119-0 129 177 
1924 57 .... 4 7 7 4 6 19 81 3 711 123-1 I 139 191 

! 
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-
Relatives. Co~efficient Probable 

of correlation. error . . 

Stati.t Inde,. Numbe. G~ .. yield of Ooneolo pine 0·90 0·03 
1908-1924. 1n aame lear. 

Stati.t Index Number Gro •• yiel of Oonsoll plu. 0·91 0·03 
1907-1923.: in 8nooeed.in~ year. 

Stati.t Ind.,. Number N~t yield of oUBols pin. 0·74 0·07 
1908-1924. In same year. 

Statiat Ind.,. Numbe. Net yield of OOUBols plua 0·72 0·08 
1907-1923. in luooaading year. 

67. (IV.) The bUBinea. group haa been mainly covered by the atatiatical 
investigation made in Part V, but lome comments may be made on 
industrial group. in lub-beads (a) and (b) not there included. It ia 
not likely to be luggeated that the coal-mining indua\ry h ... p .... ed on 
the Inoom. T.,. borne on its profits to the ooneumer. As regard. 
the manufacturing induatriee not covered by, the investigation, there 
ia reason to supp .. e that the position do.. not differ materially from 
that shown in the dve large group. eelected. In the case of all 
publio utiliti., gaB and waterworks, railway., &c., the restriotioDl 
impoaed by statute, either on the charges which can be made or on the 
proSts diatributed, have been considered a sufficient reason for their 
elimination. ConcernB which carry on the phyaical part of their 
bUBin_ mainly abroed, and are thus noceasarily either oompotitors in the 
world market nr catering for foreiJl:n consumers, seem also to be outside 
the ambit of tho general question. The conditions under which transport 
oonoorne operate abroad, e.g., shipping, railways, tramways, appear to 
admit of little induenoo of Britiab tu.tion on the pri""" at which their 
aervi""" are rendared. The product. of 81Ich ... noorn .... mining and oil 
rompauies, tea, coffee, sugar, rubber and other plantatioDS are BOld on 
the world market under oompetitive conditions in which the DOrmal 
foroea of supply and demand are paramount. 

118. There remaina ooly oub-haad (0), "is., Finanoe, ProfMBiono and 
otller buliness. In thil group the main featul'O of the business carried 
on ia not tho .ale of goods, but the performance of....,.;... As a 
natural. consequence, the method of inftlStigation pursued in Part V t 
... molv, the ... amination of the relation of the amount of profit to tnrn
"ver, il nolo suitAble to the characteristics of BUch buainesaea. Theaa 
con.idorationa apply specially to banking, inaurance and other financial 
hUBi n_. For tbe ... t,.the profMBioDB are pncti<>ally all in private 
hand., oorporate enterpriee pla:ring but a little part. Some .";donce 
flo rebut any ._tion that the profeosional cl ...... ha ... reco'l'eNd, in 
their ehargea, from the general pl>hlic, the additional inoome tuatiOil 
imposed ain<-e 1913-14, il to be fonnd in Table Ill. Thia abo_ the eati
mat<>d po_ntoll" inereue in the earnings of profMBionai men, in typical 
profesaione, holding represen .. ti ... poaitioDB fiDeI by their order .. hen 
the total _ninp are arranged in d_ding order 01 magnitude. 

Df 
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TABLB 21. 

P,ol ... ional Earning.. E.timaWl Ratio 01 I_ease per cul/. 01 Earning. 
in 1922--23 ..... tho .. in 1913-14. 

Accountanta. Solicitora. 

Representative 
point in 1913-14. 

A v.rage of 200 
bigbest 

£1,560 
£796 
£414 
£248 

/

perceniage increase,/ Representative Percentage increase; 
1922--23 on 1913-14. point in 19/3-14. 1922--23 on 19/3-14. 

98 
9. 

131 
158 
169 

Average of 300 
bi~b .. t 

£1,617 
£895 
£492 
£277 

57 
58 
69 
75 
76 

Doctors. Dentists. 

Representative 
point in 19/3-14. 

Avenge of 200 
bigb .. t 

£1,218 
£800 
£484 
£314 

! Percentage increaae;/ Representative !percentageincreB88; 
1922--23 on 19/3-14. point in 1913-14. 1922--23 on 19/3-14 

Average of 50 
45 36 bigbee' 

45 £1,294 50 
64 £611 73 
78 £322 78 
94 £216 101 

69. This Table shows that accountantB have improved their position 
oonsiderably in relation to the movement of the Ministry of Labour 
cost of living index, which during 1922-23 was, on the average, 79 per 
cent. abo ... tbe b .. e figure for July, 1914. It is not an un""pected 
result, when regard is paid, inter alia, to the heavy and increasing 
demands which have been made upon their profession in connection 
with the great development in taxation and finance since 1914. For the 
rest, only in the lower range6 of earnings of Docton and Dentist., do 
the percentage increases outrun that of the movement of the cost of. 
Jiving index. 

ANNEXE I. 

BUSINESS VIEWS ON DIREOT TllA'J)ION. 

(il The F.B.I. believe that a reduction in direct taxation baa pro
bably tbe moot immediate and general effect upon indostry-

1. by directly reducing the costa of production; 
2. by leaving ov~r a larger surplus of national income over 

national 8Ipenditure from which savings can be made to provide 
the capital for fresh developments. 

Extnut lrom Memorandum .... t btl the F./hratiOft 01 British Inau.
triu to the Cha .... llor 01 tho Ex<hequn, 0.. Wed....ool/, tho 27th 
F.brua'll, 1924. Quoted in the Daily Telegraph, 29th F./wuarJI, 1924. 

(ii.) Another burden from which we suffered .... the burden of tau
tion, which added to tbe ccet of production and reduced buying power • 

. Mr. Georg. Dougku, MafUJging Director, Bradford Dy ... ,' 4nonatiOft 
L,md.d. 4"""", ",.ding.- Yorkabire P_, WIll F.b ...... 'Y, 1924. 
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(iii.) [n our own trade the average increased coat of labour is just 
over 160 !ler cent.; in other words, labour that used to coat a shilling 
before the war now costa half a crown. Ta.xa.tion baa grown still more 
rapidly. The increaae of national_ taxation, dit'ect and indirect, is cal
culated to be well over 800 per cent. j that is to say, where we used 
to pay a pound we now pay four. The increase of loca.l taxation may be 
put at 125 per oent., which means that bhis burden, which even before 
the wal' was injuriously heavy, has been more than doubled. On our 
own wol'lta and warehouses the rates payable have inoreased from £26,000 
in 1914 to nearly £54,000 in the .present year. 

When these important elements in the cost of production-the price 
of labour and the burden of taxation-have risen at the I'ates indicated 
by the figures I have given you. the Chancellor's vague suggestions 
for better utilisation of our national resourcea are not of much practical 
nae to n business firm that baa to find the money with which to carry 
on industry. Mr. Snowden would render a grenter service to the 
country if he would bring down the cost of .aov~rnmeDt. 

Mr. L. B. Lee, ChainnGn, Oalico PJ"inters' Anociatiofl.. Times, 19th. 
Septemb.,., 1924, p. 18d. 

(iV'.) The dependence of this country on export trade is obvious, but 
CAnnot be over..emphaaised. In round figures we import aDnually food 
to tbe value of nearly £500,000,000 and the bulk of the raw materials 
of our staple industries from overeeas. To pay for these imports we 
need t!>Jl:ports. 'When thi8 preliminary necessity has been 8atisfied, the 
pr08perity of our l'Ountry requires a large export trade. In the COUl'R8 
of a centul,,), we have built up a specialised organisation for the pro
duction of fine manufactures, metal goods, and coal, and for bheir sale 
abrond, ,,-hicb we can employ to the best advantage only if we can find 
n.rkets for our disposaoble ourplua. Theoe are elementary, if un
pleaaont, truths that it is folly to ignore. At the present time, while 
our production costs are relatively high, we are unable to extend our 
foreign trade to iiB pre.war magnitude i we have an increased popula .. 
tioll to employ and maintain j no policy, therefore, can provide permanent 
... lief for the un .. mployed, or reatore the prceperity of industry that does 
not bolp immediately to roduco 008ts of production. In t.heoe ooots 
taxation i, the element that has increased moat since 1914, and the chief 
asaistanoe that Government can give to industry is to reduce taxation.. 

Tho Times. L.ad ... Of> Ezporl Trod. ami U"an,pln"",a,,', 3Ot" Oct.bar, 
1924. 

(v.) Tl .... is a widoopread impreaaioD. that tioe Income Tu:, the Supe ... 
u.s and the almost oonftaoatory .. tate duti ......... paid by the rich and tho 
""ry rioh. Th .. t is • oomplo. delusion. The pooplo who pay the IDOOm. 
Tax have not a sufficient surplus to po.y it out of their pockets. Th. 
principal (DCOIIlO Taz pa!en do 80 either by treating Income T"" 1'87-
m.onts .. a business __ adding it to the price of the goods sold. 
or they 8nd the necessary amount by cutting down their purch ...... 

Whether they adopt the formor policy or tho latter is perfect~ 
immaterial. In either .,... tho bulk of the Income T"" is shifted _ 
to the consumers, and _"8 the poot"4!IIIR man and woman baa to p&J' 
Ineome Tu, Super-tax and _ta. duti., in eYel"1 loaf, in e1VY benlD&, 
and in every holt of malichea hough" 

Eztmeb fro .. orlicl. ...titltd .. Coal Pri.a. 0.... tAo Ift<01lO, :/' ....... 
., 0" E ... _ .... t. Dai~ . Mail, 131" Jl ...... , 1~ . 

. (v9 T~at high tueo levied on the fe. ..ho control prodnetiooo and 
cllstrlbu'.oo are NC!O .... red from the mU88S is, as & aeaeral eeoaomic 
faot, in_testable; and is tho "'"" illustration of another ...... 0IDie 
truth. namely, tha\ unjun and oppreaai .. "'ntiooo cIo.n't pay ill the 
Ionl run. • 

Dind """"tieR Agoia. Arfim '" A. A. B. ia tAo E.eaiDg Standard. 81" Sept........ 1~. 
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(vii.) Inoolll<> TaX do .. not merely fan upon the rich, it fans upon • 
great many people who are not rich. [t falla upon toe working cIa ...... 
also. 

Sir A. Mond. Second Readmg, Fioonw:e Bill, 1923, 14th MQI)J, 1923. 
OlIiciaI Report; Vol. 164, 001. 94. 

(viii.) Lastly, 80 far as the encouragement of trade is concerned, there 
is another point. The Income Tax may he looked at now, having got 
to this enormous size, as a tax that is capable of being paaaed on to the 
consumer. It is an undoubted fact, with Income Tax standing at thia 
huge figure, that the higher class man in business takes it into account 
in fixing salaries. Salaries have to be increased very largely, not only 
0.0 account of the cost of living, but also on account of the increased 
Income Tax. He may be able to hand it on in the price of goods, and 
if he does, the general consumer suffers. I think it is a view which is 
not sufficiently realised, that one of the items of cost in the price of .. 
retail article is 60 much of the Income Tax paid by the manufacturer 
and the retailer. 

Mr. (nolD Si. Henry) Ooutlell, on the Budget Re6olutiom, Finon .. BiZ!, 
1921, 9nd Mall, 1921. OlIicial Report; Vol. 141, 001. 779. 

(ix.) Direct taxation on a amaU minority of the popUlation is the very 
worst form of indirect taxation. It is not in the least true that the
people who are not taxed do not pay. They do pay, but without in the 
least knowing that they pay, and without any direct knowledge of the
~onsequences involved in eX0e6sive taxation. 

Lord R. Oecil, Second Reading, Finan .. Bill, 1921, 26th Mall. 1921. 
Official Report; Vol. 142, 001. 169. 

(x.j As to prices, Mr. Leake computes that 85 per oent. of these taxa
tion charges is, in one way or another, reflected in the final COlt to 
consumers, and there is no doubt at all tba.t one-third at least of the coet. 
of everyt~ing above pre-war is taxation cost. Out of every £1 of wages, 
then, from that cause,. not less than &. Bd. is milked, aoo it is milked 
out of the poorest of the poor. 

The Financial News. Leade. on Tazatlon Ref....".. 23th April, 1923. , 
(xi.) Miners' wages and wages in general are far higher than befol'& 

the war because prices in general are oonsiderably higher. The increas& 
in the cost of living is due to various factors, and among these the Income 
Tn:: occupies a very promiuen~ position. 

Extract. from article entitled .. Ooal Pric .. OM the I .. come T .... ," bv 
0 .. Economist. Daily Mail. 13th March, 1924. 

(xiL) The reduction of 11. in the Income To, amounting to about. 
£50,000,000, made in last year's Budget *88 a relief to the natiOD. W. 
hope that the Government will have effected IIDCh economies in national 
espenditure as wil1 enable further reductioDs to be made in tU811 this 
year, both Imperial and local. As a result of the burden of rate. and 
taxes the nation haa had to carry during the yean since the war, trade 
has BUffered severe depreaaion, so that any relief of this burden wiD give 
au added stimulus to trade revival, and strengthen the national effort 
to secure, in competition with other nationa, our share of the trade of th. 
world. 

Si,. Wood ....... Bu,.bidge, Ollainna .. , Harrodo, Ltd, 23rd A........z Meet.
ing. Times, 8th Marek, 1923. 

(xiii.) We lind an increaaing difficulty in meeting the competition or 
other countriell producing similar articles to tboae your company mana.. 



APPENDIX D. 107 

f.acturea, owing to the heary charges of taxation, and if these are made 
a still heavier burden in the future, further curtailment of trade must 
ensue with a consequent reduction in employment. 

Mr. Ollorl .. D. Morton, Ohairman. At 12th AMual M~.ting Of 
O. c! E. Morton. Ltd. Times, 12th 1I(ar.h, 1924. . 

(xiv.) With refe",noe to taxation, I should like to say this: That any 
relief that can he given to the heavy -burden of taxation borne by the 
citi .. 1I. of the l:nited Kingdom would have an immediate direct effect 
in improving business, increasing demand and reducing unemployment. 

Th. lat. Vi,eo.",t Leverhu/me, Ohairman, Lever Bro •. , Ltd. 29th 
An"""l M •• ting. Manchester Guardian, 14th Avril, 1923. 

ANNEXE II. 

NOTE ON STATISTICS OF PROFIT AND TURNOVER. 

1. Hitherto, no attempt haa baen made to apply statistical methods to 
the problem of the incidenoe of inoome tu:, and in the preliminary oon
aideration of the material which might he uoed for the purpoae oertain 
dimoult.iea were met with. The lint question which aroes was to what 
ind"pendent variable the dopendent variable of prolits should he related. 
At first Bight, oapital appeared the most suitable b...... New units of the 
.tream of aapital, as they become available, tend alwa18 to seek: the 
highest remunerat.ian available to them. Strong forces are thuo alwa18 
in motion to direct the Sowing stream of capital to thoae industries in 
which it will lOCure the highest return. At the &ame time, the gradual 
decay of industrial capital psrmits of withdrawal from an industry which 
is i>oooming I""" profitable. Uodsr the action of th ... two forcee there is 
a broad tendonoy for new capital to be offered approximately equal earn
inga in various industries. Aooordingly, the best u:ammatioD of the 
dependent variable of profit appeared to he offered by its relaticn to the 
indppeudent "&ria-hIe of ca.pital. 

I. Th. meaourement of oapital itae1f, ha __ , preeented almost in
eoluble dimaultieo. Liquid capital cnoe invested in the applianceo of 
prodl1rlion derives ita value aolely from the produoe, measured by varying 
<'Ollaideratiol'l8, apecteci to arise from those appliancea. 

". . . the market value of a buaineal being aimply the p .... nt 
value of ita anticipated earnings, these earnings mun yield the 
ordinary rate of interest on it, allowing for the particular risb in
.aIm, wbatever 8um .. they amount tID. U. 

In other worde, the valua of nob .ppli ........ resto upon " capitaliaat.ioD 
of their proflt,.produoinll c.paoi",. Clearly thie will n.r:r with tha~ 
capacity, and tho relation between them will be _t. The market. 
valuation of oapital ..... would thua be .... anauitable base for the 
indopsnden\ uriahla eougbt. A uniform base for determining the 
capital employed in each buein_, for the purpooe in queetion, oould 
thorefore ouly tan the form of tha amount of oapital, ataW in __ 
01' mon.y', worth, aetually iDnMltIed in the OODOel'D. Eftn iD DOI'IDal ClOD

dition. cf a ak.ble price leval, .uch ... ~t of eapital ~. 
mt.ny difllcult.iee, o"inll to the interaal ...... unt.iDIL _nt of the 
various ..... to and liabiliti... 1-. ___ e... The transformatioa 
of privaw bua ......... into joint atodt companies and ___ ctione of 
compauieo add to the &angle. The _rtaiame .. t and ........ _t of 
the "",act facta call for al_ Mdleeo eIlqnir;r. But in the CODditi .... 
... bid. haft oharao"""-l the pan 10 _ auch lOll aadertaltinc bee> mOl 

"PV- _ ... tf"·~ltiU,p.W. 
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hopeI.... The ohange in the price level haa destroyed the validity, of all 
pre-war capital .figures. .-

U • since price levels are different in different times, - the 
practice of estimating capital investments merely by reference to their 
money value at the time they were made is incorrect. A real invest
ment of 1,000 days' labour will be called £1,000 if it is made in one 
year, while an exactly identical real investment will be called £2,000 
if it is made in another year."· 

The comparability of pre-war pounds of business capital and pounds 
invested since the outbreak of war baa disappeared. The tJBe of capital, 
expressed in the monetary units current in relation to real values at the 
date of investment, as the independent variable to which can be related 
the variable of profit would therefore yield results whioh would defy 
interpretation. 

3. The other unit of business available as a basis for measuring the 
rate of profit was the unit of turnover. The pound of turnover varies 
automatically with every change in the price level, and in thi8 respect 
it has not the disadvantages of the unit of capital. It functions alway. 
in the present unhandicapped by events in the past. It has, however, 
diffioulties of its own. At times of rapidly changing prices, the rate of 
change in t,he unit of turnover differs from that of the unit of correlated 
profit, owing to the time lag between the date of purohase and that of sale. 
Any given increment or decrement of price may equally affect both turn ... 
over and profit, and 80 it may very greatly disturb their relation to 
one another. This difficulty is, however, minimised 88 soon as prices 
become more stable, and for the year 1922-23 the disadvantage is not 
great enough to rule out the unit of turnover as a basis of measurement. 
Another difficulty arises from the varying rate of turnover in different. 
businesses. As between distinct trades, this source of disturbance can 
be eliminated by classification according to trade, but it remains 
effective 88 between different businesses in the same trade. It reaches 
its most acute form in a trade combination of a vertical kind which 
carries out every stage of production of a commodity, from the ntrae
tion or growth of the raw material to the sale of the finished goods 
ready for final consumption. Such a busineas will clearly require to 
make a greater profit per unit of turnover than one which only carriee 
out one or two of the various processes in the whole chain. This factor 
is, however, probably small when a fairly broad classification of industry 
is adopterl. But it may still ha.ve some effect if a busineu-treated 88 

a separate entity for purposes of Income Tn-is in reality linked up 
intimately with other concerns, separately treated for taxation PUrp08ell. 
Internal arrangements between businEl68eS 80 connected may pOIJIJibly 
have the effect of .. l'tificially distributing the totel profillll arising from 
the operation of all the businesses, in such wise that a 'greater rate 01 
profit thaD the actual is showD by one kind of busineu aDd a smaner 
rate by another. Another BOurce of disturbance lIB between different 
years is to be found in changes which, take place in the nature and 
scope of various business concerns. Extensions of bnsincsa may be f'ithp.r 
in the direction of a greater qnantum of business of the uma kind, or 
in the direction of fresh activities. In the former event, a movement 
of the .rate of profit on turnover may be due either to the- greater internal 
economies possi ble in the business, or to the general forces of demand 
and supply j in the latter event, the movement may ari.le entirely beeaUJe 
the new activitiea introduce a DeW relation between profit and turnover. 
A further diffioulty ariaes from the varying propertionl in which different 
businesses in the ssme trade derive their total earnings from remunera
tion for services and the salt' of gooda respectively. A commiuiou or 
agency business, when combined with a distributive bulriness baying and 
Belling goods on its own aooount, will tend to raise the rate of profit 

• i6i4, P. 828. 
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on turnover for the whole business, because the more vocational the 
laervioe the closer does the amount of profit approach the amount of turn
over. The Department is, in general, little concerned with factors of 
this nature in the administration of the Income Tax, and no informatioD. 
can be offered a& to the extent to which the~ relation between profit and 
turnover is affected by such forces. These or similar causes may offer, 
in lome cases, broad explanations of the presence of high rates of 
profit on turnover where they occur. But it is not with that extreme 
01 the diRtribution of profits on turnover that the present investigation 
i. primn";ly .olloemed. The relation of the unit of profit (or 1068) to the 
independent variable of the unit of business turnover thus appears 
to provide, when the price level is not fluctua.ting abnormally. 
a basis for testing whether typical trade groups consist largely 
of representative ooncerns equipped with appliances and abilit.y" 
mOl'S or I08.Q on the same level, 01', on the other hand, of 
concern8 varying so largely, either &8 respects applia.nces or ability, that 
their relative trnding results show very wid~ divergencies. 

,. The seoond ooDsideration which arose waa the' changes in the value 
of the dependent variable likely to r .. ult from differences in the constitu
tion of the ownership of businesses. The broad di6tinction here is between 
corporattt and private enterprise. The former, carried on mainly by 
joint atack companies, reoeivea a profit which lllay be analysed into the 
two elements of l'emuneration of capital and remuneration for risk, 
because profit for Income TaJ:: purposes in tho ca.~e of companies is arrivP.tl 
at after debiting the salaries, fees, commissions and other emoluments, 
not only of the ordinary wage and salary earning staJf, but also of the 
directors, managers and other individuals controlling the conduct of the 
business. The latter, carried on by sole and partnership traders, reoeivee 
a profit, whirh in addition to theBe two elements, includes a furbher 8um 
itl respect of the personal remuneration of the work' of the individuat 
proprietors of the business, usually termed, technically, the earnings of 
management, As the proportions in which tile three elements constitut
ing profit in the cnse of private enterprise may be combined may vary 
indefinitely, it is c~ar that there is no satisfaetory statistical basis of 
t'ompnrison between the proiite of these two cla.sses of enterprise. For 
these reasons, the inftstigation has been confined to the relation of 
profit to turnO'HIr in the ~nse of oorporate enterprise. 

5. A third ditliculty in compiling statistit'S for the investigation ar~ 
from tho fact that out of the whole body of information available only 
• certAin number of eaaes yieldt"d the necessary data. Sample informatiOll 
only is therefore available. Generally speaking, for sample statistieal 
in'NStiRRtiona it is esaential that .very eare should be taken to aeeure 
a sample free from biu, and to ful't.lM!r this purpose, tile &ample takeB 
should be random nntl independ&l1t. Very often randomness caD he 
oet'ured by the a""idonts which mok" cases available. a. in the preoent 
iostanae. An PXhAustiv8 investiRation ill impossible, for ob\'"ious Jeasona, 
and tho .... Ii.bility 01 the &ample cannot tb.refore be do ...... ticaU, 
assertod. On tbe oliler hand. the greater tbe proportion of the sample 
taken to tb. uni"" .... oampled, the _tor is likely to be the precisioll 
of tbe .... ul~ The samples off~red by the p ....... nt inftStiRation are lairl, 
larat'. and d~ri ... ""me .ddod reliability from this fa.l. 

6. Tb. statistical m ... u""m .... t of • group of facls is commonly b....t 
ou d", lIum'bttl' of obs.noatiolls or instuu'. of t.he ..nons nJues of t.he 
Tariable. and it millht haft'beeon • .xp«Wci that. an analysis of the ,.,I.tioa 
lwh~n pr06t and turno",r would haft' been ba.sPd upon the number 
of bu!tinesst'f' showinp: dihrent maJ[Ditudes of that ftl.tioD. This basis 
'IrOuld haTe "n mislMdillR~ ina..'UDuC'b as the magnitude of .. busil'lMll 
do .... al urio ... nluN of tbe ....... iable _ not _pend u_ the .... mW? 
of busin_ "agagoci. but rather a_ the _te amount of tu .... 



110 OOMMITTEE ON NATIONAL DEBT AND TAXATION. 

over p~oper to each value of the variable. For this reason, the .unit of 
reckonIng has been taken as £1 of turnover. 

7. AssesSments to Income Tn in respect of the profits of trades, &c., 
Bre computed upon aD average of the profits of the three yeara preceding 
the year of a.ssessment which begins on the 6th April. For this purpose 
the trader normally adopts the year for which he makes up his trading 
accounts. ~"'or instance, if his trading year ends on the 31at January, 
.the three years entering into the average for the year of assesament, 
1924-26, would be those ending the 31st January, 1922, 1923 and 1924; 
should it end on the 30th April, then the three year. would be tho .. 
.. nding 30th A.v.ril, 1921, 1922 and 1923. It follows that the extreme 
range of time that could possibly be covered by the last year's accounts 
used for the computation of liability for anyone year of assessment is 
practically two years. For example, ODe CODcern might base its return 
for the year of assessment, 1924-26, on its thrae years' trading to the 
6th April, 1923, and another on its three years' trading to the 6th April, 
1924. The period covered by the most recent trading year. of these 
two traders take.n .altogether would stretch from the 7th April, 1922, 
to the 5th April, 1924. In Tables 1 to 11 the particulars for. anyone 
year relate to accounts made up to a date ended within that year, i.e., 
within the Income Tax year beginning on the 6th April and ending 
on the following 5th April. No average profits have been used in the 
compilation of the statistics. Each result included represents, rmbject 
to the modifications described in paragra.pb 11, the trader'. profit for 
one year as computed for purposes of Income Tax. 

S. Trade profit for any year J measured on this basis, meaDS, broadl, 
speaking. the difference between the gross receipts of the busine88 from 
all trade sources and the expenses incurred wholly and exclusively in 
carrying on the business. In addition to the ordinary expense8 of 
purchase of goods, rent, wages, salaries, rates and miscellaneous 
expenses, there may be deducted in computing profit any debts which 
are proved to be bad, and doubtful debts to the extent that they are 
estimated to be bad. The Incollle Tax Acts prohibit deductions in 
respect of ~apitai charges, lost capital, losses unconnected with the 
business and all private and domestic expenses. The amount of Income 
Tax paid by the tJ'ader 18 not a business expense. Should the trader 
own the premises which he occupies for thlt purposes of his bU8ioeu, 
the net annual value thereof upon which Incama Tax, Schedule A, haa 
been paid may be deducted in arriving at the profit aasessable under 
SchedulA D, in order to avoid a double charge of tax on that part of 
the total profit of the business. This COUfOe, it may be added, placeo 
on a comparable basis the Schedule D profits of two traders, one of 
whom hires, and the other OWUS, biB trade premises. If the trade 
premises occupied consist partly 01 a dwelling bouse, the deduction in 
respect of the trade part is restricted to a portion of the rent or net; 
annual value, Schedule A, normally not ~ n:oeed.ing two-thirds of the 
whole. The Income Tax Acts also prohibit, 88 part of the system of 
collection of the tax at the lOurce, the deduction of certain chargee 
which would normally be regarded by the trader sa busineu expensea. 
Such charges include any interest on borrowed money, annuity or other 
annual payment payable out of the profit, and any royalty in respect- of 
a patent. Interest on short loan, e.g., aD overdraft from a bank. is, 
however, a deductible expense. Any Exceaa Profite Duty or CorpGratloD 
Profits T..,. payabl. in respect of tfle profits of any year i. aUowable 
B8 a deduction in computing the amount of profits for purposes of 
Income Tax. Repayments of the former duty are, on the other hand, 
chargeable to Income Tax 88 a receipt in. the year in which tbe repayment 
WNi made. . 

9. The Income Tax Acta also provide for an allowance in reaped of 
the diminished value, by l'e880D 05 wear aDd tear, daring the year of 
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aSsaaament, of any plant and machinery used in the business and owned 
by the trader. That allowaace is Dot deductible 88 an expense in com~ 
puting the profit of the year'a acoount, whichia nltimately brought into 
the three-year average computation) but is deducted as a separate item 
from the" verage profite aaa8BBable. 

10. Profit. as determined for Inoome Tu, on the lin... broadly de
IOribed above, is thu8 calculated upon uniform principles for each trader. 
It r.praaente the whole profit of the buain .... irraapectiye of ite d.istri
bution among th. different persons entitled to ahare it, e.g .• in the shape 
of interest on a loaD inveatect in the business by lOme penon other tba.n 
the trader himself. In caBeR luch 88 have been uaed for the statistics. 
the Income Tax profit is normally arrived at after investigation of the 
acoounte by the Inspeotor of Tax.. and after discUBBion. between the 
trader (or hia expert a.dvieara) and the Inspector of any pointe arising 
from tbat invMtigation. 

11. III order to secure, for the present purpose, a true comparison 
between the amount of profit and that of turnov",", the Inoome Tax 
profit haa been subjected to three modifioations. The firat two consist 
in the exolusion of any effect of payments or'repayments of Excess Profits 
Duty and Oorporation Profits Tax. The profit is p~ ... nted as it would 
have been had these two taxes not existed. Had this course not been 
followed, the profit included in the atatiatica would not have been the 
whole profit arising, but only .. part thereof. Exoeaa Profite Duty. it 
will be recalled. extended to all huain_a, whether carried on by private 
traders or oompaniea. Oorporation Profits Tax, OD the other hand, was 
levied only on limited liability oompaniea. The third modification re
lates to the allowanco for wear and tear, or depreciatioD, of plaut and 
machinery. For the present purpose, the amount of the allowaDoe for 
the year of BBeBBBment in which the final date of the acoount fell baa 
boon deduoted from the amount of profit shown by that account. 

19. The turnover tabulated represente tbe tote! receipte of the busineaa 
from th. aale of good. or from remuneration paid in respect of services. 
It excludea any receipts from rente or property let, interest on loana, 
dividwlda on inY'8Stmenta, &0. 

18. Ooocerns have been c:laasified aooording to the d.eecription of their 
trade usually furn iehed by taxpayers in making their returna for Income 
T-az purpoaN. When a tazpayer carries on two or more kinds of bum. 
neaa which fall into differant trade classifioatioDB, each c:lB8B is dealt 
with separately wht'n separate accounts are rendered for each class, and 
liability to Inoome Tax is aeparately oomputed. 10 other CBBBB, the 000-
_n is Ulually ... illnod to tbe claas from which the greeter part of the 
profita il normally derived. It i. not nncommoD, of course, to meet with 
ooncernl whicll combine· Wholesale or manufacturing business with retail 
trad.; .f in .~h 0_ there is a preponderanoe of .. tail trade not dia
tinlluishabl ... th ... ntira profits are claaaifiod .. from ... tail distribution. 
Concerns whil'h, in additioD to their menuf&cturing business. t'II:rry oD 

also the buai_ of wholeoale diatn"bution, are DOrmally c:l .... ified by 
raf ....... to the manufacturing buain_ 1InJ.o th.t element is negligible . 

• 

ANNEXE III. 

DEFINITIONS OF MEDIAN, QUAR1ILES. MEAN DEVIATION 
FROM MEDIAN. SKEWNESS. CORRELA'lION CO-EFFICIEN"r 
AND PROBABLE ERROR. 

1. The mediaa obMnatiGD is t.he acWal .... ealoulated o,-"~ at 

t.he (~ ploa nth poi .... when all t.he ObaenatiOllB .... ananged in onJeoi: 
01 lB"IIoitllde, &ad their .ow Ilumber io N. h is t.he point' abo ........ 
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below which there are equal numbers of observations .. In table 1 (cotten), 
June, 1920 quarter, the total turnover W8o; £44,025,000. Taking 
£100,000 of turnover a& the unit (in order to facilitate calculation), there 
were 440 cases or observations j the median point was the 220ith case. 
This was taken to be the point. half-way between the average percentages 
of profit for the 220th and 221.t £00,000'. of turnover. In the same 
table for the September, 1920 quarter there were 153 units of turnovel', 
and the peroentage of profit on the 11th unit represented the mediaD 
POInt. 

2. Similarly, the lower quartile is the unit below which there is on8-
qua.rter of the total number of cases and above which there are the 
remaining three-quarters j for the upper quartile these proportioDs are 
reversed. 

3. The mean deviation of a series of values of B variable is the 
arithmetic mea.n of the deviations of the respective values from some 
origin, taken without regard to the sign of the deviation. The origin 
chosen may be eitl1er the median or the arithmetic average of all the 
observations, obtained by multiplying each value of the variable by the 
frequency of that value and dividing by the total number of frequencies. 
The median is the natural origin to use, as the mean deviation is lea8t 
when so measured. .. 

4. If the numbers of instances at the various points of observation in 
tables 1 to 11 were plotted on aq uared paper, with the values of the 
variable as abscissre and the percentages of total turnover as ordinates, 
graphic frequency curves would be obtained. The forms taken by a 
frequency curve vary infinitely, and ita simplest form, that of absolute 
symmetry, with the frequencies decreasing symmetrically on either 8idf~ 
of the maximum is very rare. The normal form in economic statistics is 
the moderately asymmetrical or skew form, with the frequencies 
decreasing more rapidly OD one side of the maximum than on the other. 
There are various measures of asymmetry or skewness, and for the pre. 
sent purpose one of the simplest, based on the quartile points, has been 
adopted. ~qe difference between the deviations of the two quaniles on 
either side of the median indicate skewness, and to measure ite: degree 
it is necessary to relate the difference to some quantity of the same 
dimensions. If The simplest to compute is as follow8:-
Let q be the exoess of the upper quartile over the median, and qa the 
exOOS: of the median over the lower quartile j then 

qs-tl • 
• =---

q.+gl 
is a measure of skewness. If the curve is symmetrical, g, = gl' and 
&=0 ;if q, is greater than 9., , is positive, and if q, is 1888 than q., • U 
negative. , becomEB plus I, if '11 = 0, 4ihat is, if the media.n and lower 
quartile coincide, and , becomes minu8 I, if gz = o. , i. th~refo~e ~ 
meaaurement which never exceeds 1 numerically, and has a defiOlte 8lgOl
ficance at zero and its extreme valUEII. . ',. . The significance of 
various values can only be obtained by n:perienoe, but it may be sug
gested that 0·1 is a moderate degree of skewneaa, and ()'S 1& considerable 
degree." (Bowley, Element. 0/ Statilti ... ) 

5. 'Where it is fou.nd that in a number of iDBtancea: two variablee tend 
always to fluctuate in the same direction or in opposite directions it 
is aSsumed that a relationship e:l:is" between them. This relation~hip 
is known as U correlation." If the linked observations constantly deViate 
in the same direction the correlation is said to be direct or poeitive, 
white, il the movementa are in opposite directions, the correl.tion is 
inver&e or negative. Correlation between two variables may be roughly 
illustrated by frequen"Y graphs. Graphic. metboda are, however, 
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deficient in that they cannot give & numerical measurement of the 
degree of correlation existing. For this purpose it is U8ua.l to adopt the 
Peal'sonian formula, the working of which is illustrated in the following 
table.:-

(1) .. Btati.t" Index No. 
(2) Gro80 yield of Consolo in .ame ye"r. 

Oo,."elatio71 lor pariod 1908-1924 • 
. _-_._-------

u Statist II Index No. Gro •• yield of Oonsol. (in pence). 

Year. Figura Deviation 
FiR'Ul'8 

Deviation 
from from for Average. X'. for Average. 

yl. XY. 
yoar. X. ye ... Y. 

(1) (2) (B) (4) (5) (6) (7) (8) -
1908 

· .. 1 
78 I - 55 8,025 697 -256 65,536 +14,080 

1909 ... 74 , - 54 2,916 713 -240 57,600 +12,960 
1Ul0 ... I 7R ; - 50 2,500 740 -21B 45,369 +10,6;0 
lUll ... 80 I -48 2,304 756 -197 B8,P09 + 9,456 
1912 

"'1 
85 , - 4B 1,849 788 -165 27,225 + 7,095 

1918 ... 85 I - 48 1,849 815 -138 19,044 + 5,934 
HI14 RB - 45 2,023 801 -152 23,104 + 6,840 
1916 ... 108 - 20 400 916 - 87 1,869 + 740 
1916 ... 136 I + 8 64 1,084 + 81 6,561 + 648 
1917 ... 176 + 47 2,209 1,091 +144 20,736 + 6,768 
1918 ... , 1\12 + 64 4,096 ·1,055 +102 10,404 + 6,528 
1919 ... 206 + 78 6,084 1,110 +157 24,649 +12,246 
1910 ... 251 +129 16,129 1,277 +324 104,976 +89,852 
1921 ... 165 + 27 729 1.258 +305 93,025 + 8,235 
19211 ... 131 

1 

+ S 9 1,062 +109 11.881 + 327 
1\129 ... 129 + 1 1 I,OS4 + 81 6,561 + 81 
1924 ... 140 + 111 144 1,051 + 98 9,604 + 1,176 

I 95;- ----
"+ 8,448 Average,. 128 - 2,667 - 113,821 

I 

Standard ../ -- • 
Devi.UOD = 113,821 = 182 6. 

A..,rage of prado.1e of Devi.uona_ 
C ... lBaienl of OorrelauOll = ProcIua' of Sla"dard De.iaUODB -

8,448 90 + 61'6 X 182'6 = + .. 
Probable Error = '67 (1 - r') 

..r. . 
(wb .... r ... u.. OCHfticieDl of OOrrelaUOD, • c: \he Dumber of O~UOOL) 

'67 (1 - '90'\ os. 
I: J =: • 

../17 
Hl'nt the year appears in oolo.mn 1 and the Nlati ... Ie Statist .. ladu. 
No. iD ooIumD 1I. The d."." ..... of lb.iII ...nable from the ........ 
far lb.. 17 yean .... ai- iD coIulIlIl 3, due regard beiDl paid to BigD 
\ + or -). In oolumD , u.. de"."ona are "'luane!, aad u.. "'I"are """ 
of 1Ih. &ftrBge of u.. "'I"...... kilo.. .. the ..... aM dena"oD," is 
... k>ul.ted. CoI"mDB 6, e. aad 1 OODtain aimilar pariieuJual'lllaU"l 
to the ....... yield of ConaoIa iD \he ,... TIle de,,&~ flUD the 
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respective averages for each pair of linked obserVations are multi-plied 
together, having regard to sign (+ or -), and the products shown in 
column 8. The a.verage at these products divided by the product of 
the standard deviations gives the co-efllcient of correlation. .A co-efficient 
o~ + ] indicates perfect direct correlation j - 1 rerfect inverse correla.
tion. In the present instance the CG-efficient 0 + .90 showl a high 
degree of direct correlation. 

6. The present example of correlation is baaed on a. comparatively 
emaIl nu:mber of observations, and it is quite p<J88ible tlhat if aD 
investigation were made for another period a different co-etlicient would 
result. It is oftsn desirable to he in a position to estimats the probable 
varia.tion in the results which would be arrived at. In the ,present 
instance the H probable error," calculated 88 shown in the table, amounts 
to ·03. In other words, if the correlation of the U Statist" Index No. 
and the graBS yield of Consols were investigated over a large number 
of 17-year periods, half the resulting co-efficients might he expectsd to 
lie between + ·87 and + ·93 (.90 ± ·03). It i. generally considered 1&at 
marked evidence or correlation exists if the co-efficient of correlation is 
more than six times the probable error. The derivation of the formula 
for the pro~able error is too complex for discllB8ion in this Memorandum. 

APPENDIX xn. 
INCOME TAXES AND THE PRICE LEVEL.-

EDWIN R. A. SELIGMAN, 

McVickar Professor of political Economy, Columbia University_ 
The connection betw&c!U taxes and prices hae long engaged the atten

tion of scholars and the solicitude of statesmen. Whereaa in former 
times th~ .practical controversy turned about the tariff, of recent yearl] 
it has come to the forefront of discussion in connection with the sales tax 
and DOW with the income tax. The problem is a subtle and difficult 
one, and there are perhaps few questions on which there exiate a 
greater divergence of opinion, if not among scientists, at least among 
business men. It is the endeavor of the following paper to probe this 
question to its foundation, 80, far 88 thf\ income tax is concerned. 

I. AN AU T= .. Ski/ted' 
The most obvious way in wliich the influence of a tax on pric::ea 

manifests itself is through the proce.. of shifting. For if a t"" is 
ehifted or roUed off from. -the producer to the consumer, the price to 
the consumer will naturally be increased by the amount of the tax. 
By the shifting of the tax we mean ita transfer from the original 
taxpayer to some other person j and 88 the latter 1lltimately bean the 
burden of the tall; we may can him the t",,-bearer. In order that the 
~ may ·be shifted :Itlure JIlust, of course, be some economic tranaaction 
.. hetween the two parties. In the great m ... of caeeo tbeae tra ...... 
actions take the form of an exchange or a transfer of economic right. 
-generally through purchase or sale, or through rent. or lease; and 
the question resolves itself into one of a change of price .. between 
the two parties to the exchanp. 

There is, however, anothe~ way in which prices may be affected, 
apart from the immediate shifting from the original taxpayer to the 
tax-bearer. The payment of a ta::r: may 80 modify the ~itiOD of the 

• This ~per is rep1'Odu.oed by Prof ___ 8e1iJmau.'. permiMioa, from M W-.1lb ad 
TuatiOD: Proceeclinp of .; Aoademl..!.'f "oliUcal 6cieaCII ill Ue (..\,,01 N •• York 
(Colua.bia UDiveniC.,), 11&1, In.&, Vol Xl, No. L 
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taxpayer as to influence his future actions. It may, for instance, cauee 
bim not only to change the .prioe. but to alter the output of the 
commodities or servioes in question, and it may affect wa desire to save 
or to spend or to invest or to do other things of economic importance. 
Any such change in his economic attitude may have a reaction upon 
other c18ll&e8 and may ultimately modify the prices of goods or services 
wbich are onl,y indirectl,y connected with the original taxpayer. In 
other woro., a tu:: which aJreCt8 the aituatioD of the original tupayer 
may alter the equilibrium of economio foroea au·bsisting between him 
and hia neighboR and may have widespread consequences upon the 
community. oompanble to the ultimate effeota that may be p:roduoed 
by any other change in the relative prices of goods or services. 

It is obvious, howev~r, that such a conaequen08 depends upon the 
existence of further relations ,between the original taxpayer and other 
individuals. It·is necessary here again to hold in mind the distinction 
Iwtween the direct relations which make possible a shifting of the tax 
and the indireot relationa which depend on the ultimate effecta of the 
tu. This distinction i. neglected by those who believe that all taxeo 
are .hifted to the oonsumer in the abap. of higher p:ricea-the so-ealled 
doctrine of the diffusion of taxation. Over a century ago a Frenchman 
by the name of Canard contended tbat the imp .. ition of a tax waa 
like the injection of a. drop of liquid into the veins of a human being: 
although introduoed at " aingle point. it will at onoe be carried through
out the body by the oirculation of the blood. Economio tranaactiona 
in the oommunity are like the circulation of blood in the individual. 

In tbi. widel,y held opinion there are two fallacies. In the first 
ploce the .. e &1'18 lama tu::. which do not invowe any further direct 
relations. A poll tax or an inheritance tax, for iustance, is not 
necesaa.riiy concerned with uything that .the individual produces or 
8ftlls i it ia ditlioult to see how such a tax can be shifted when the tid: 
involvee no further direct economic relation between the taxpayer and 
other individuals. It is only in a very indirect way that a poll tU, by 
affecting the pneral pu .... b ... ing power of tbe individual. may modify hi. 
dc.omand for eoonomio gooda or aervioea in general, or that. a high 
inheritance tax. atr.ctibg the' readi ...... of the testator to accumulate 
wealth, may uart a subtle inftuence upon the entire economic proceu. 
Bllt such indirect .. ffeota ....... very different from the rise of p~ic .. 
trAceable to the imposition of the tax. There caD, in other worda, in 
anch 0MI8I b6 DO shift.illg: of the tas., beeauae there is no further iJn.zn. 
diate eoonomia tranaact-ion betwMD the taxpayer aDd other individuals 

Th.. IIOCODd fallacr in the general-<liffusion theory OOIlSiBta in the fact 
tha~. even where there are such further relations between the texpayer 
and other individuals, economio foroee may prevent any &hifting of the 
tax. Tab. for ex.mp.... a tu imposed upon the net profito 01 a 
monopolist or upon the rent nf a pieoe nf unimproved land. In the 
... of a monopolist. like the owner of a patenied process. the price 
or the vtiole produoed wiD .lwaya be &:led at the highest point con· 
aiotent with the greatest .. Ie; this ie the point nf masimum monopoly 
......... ue. If the monopolist .. ere ... try to rai .. the price beyond that 
point. bi, aalea would fall off to oueh an extent ... ... reduoe his net 
profit&. If a tall: ia im~ npon the outpot or the gruB profita of 
the monopolist. it mal' indeed lead him to rerise hie price ecbedule. 
because the point. 01 mAxi-mum moaopoly J"eoVeDue .ill now have beea 
alt.ered as a _ ... uce 01 the tu upon his output or ooot. That is. 
although he mar now eell 1_ .... i1ll than her...... hie net pralito. m.r 
t... II......... hecauae of the ...... margin bet_n coat and price. Bot 
if the tu ie imJK*CI opon his net proI\ta, it .. ill Dot Jaod him to 
i ....... the pric..; for~ if he eould do this without cutting down his 
.. leo. h. would h ..... done it lIefo.. the tu .. "" imp'-'. Wh.t the 
_umer ia willi.,. ... gift is unaffected h1 .. h., the prado.- 10 
«>mpelled ... take. 10 the _ of a tu OR output he mar !inel it ... 
hia in_ to lIOn a little _ at a high .... pr .... ; beea_ tbe Ieoa .. 
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sells, the sma.1ler his tax: but in a tax on net profits his tax is f:8du(:ed 
~ot b~ the falling off .in output but by the falling off in profits; and 
If he Increased the price. he would suffer a double J088, namely in his 
lower profit. 88 well as .n the payment 9f the tao;. Be will therefore 
prefer to maintain his profits and to pay thtt tax, that is he will not 
shift the tax to the consumer.« J 

The same thing h. true, although in an entirely different wa.y with 
3. ~ieCff of. unimproved laud. Its price depends upon the amo~Dt of 
SlTflllar avaIla.ble land and the demand of those who desire to use the 
lsmd. A tax upon the landowner does not of itself affect either thp. 
one or the other. The amount of land is not inHuenoed by a tax on 
the land, differlng ilJ. this respect from a tax on the hOU86 which stands 
upon the land. A house is a piece of capital; and unless house-builders. 
secure the usual return from the investment of their capital, they wilJ 
not build houses j and the consequent shortage of houses will raise rentll. 
In a tnx on Jand on the contrary, the ellpply is unaffected by the tRx; 
and there it; nothing to compel the user of the land to pay more than 
he did before the impnsition of the tax. The reeult of 8- new tax upon 
the land, therefore, will be to bring about 8 Jowering of the value ot 
the land in the hands of its pr~nt owner; for a n~w purchaser of th~ 
land, who will havt- to pay the annual tax, win make aHowanee for this. 
in the purchase price. But a tax on land cannot, as in the case of a 
tax on a house, lead to an increase of price to ttMI person who usee tbf.. 
land. 

We have thUB seen that the doctrine of the general diffuaion 01" 

foohifting of taxes is a faHaey, first, because some taxes, like the poll 
tax and the inheritance bx, do not give rise to Rny further direct 
transactionsj and second, because even where there are such direct 
tran5actions, condition. may cause the taxpayer to R~8UIJKll the tax 
either voluntarily, as in the case of a monopoly, or nect'8sarily, as in the 
C&1Sf'I of la.nd. lIn other words, some, but not all, taxeJ are incapable of 
being ~hifted. 

We have mentioned ACme taxes that cannot be shifted. About 80m.,. 
flaxes that are generaliy shiftE'd, there is also DO dispute. In a tax 
on commodities 8uch as the ordinary excise or customs duty everyone 
agrees that the tax ten~.s to be shifted from producer to COMumer in the 

• Let it be apnmed that a monopoliat e.n sell, ¥ the prioe of 6 dol. each, JOOO onit. of 
a particular artiole. Let it be further uenmed that the coat of each unit i. 2 dol. Hi. 

frolB receipta Will then be 5,000 dol., and hite net profite (6-2 dol) X 1,0UtJ or 3,000 do1. 
f be chaT~ more, the ealee would fall off; \t he chaTged le.e, the receipt.a .oold be 

smaller. rn either elee his net profits wonld diminilJh. Let it be al8umed that.. it be 
charged 6 dol a unit, Ute ... le would fall off to 700 uni... Hill grou receipt. would then 
be 6 dol. X 700 or 4 200 dol", and hill net. prolitll (6-2 dol.) X 100 or 2.800 dol., or I .. than 
before. If, on the ~Dtraty, he ch&rged only 4 dol a amt., hi.~,. would incre.....e, let UI 
say, to 1,200 unita, hi. gral. receipt. would be 4,800 d!,I:, and hlB Dei profit. (4-~ doJ.) X 
1200 = 2,400 dol. He will therefore under the CUDdttlOJlB alw.,.. prefer \he pnee 6 dol. 
which marks tbe foint of muimam. monopoly re'Yeno~ . 

If tbe government DO" impoaeaa to 011 dol a unit, what will be tle reaol .. ? The ~t 
retUrD on each nait ie redueed to 2 dol .. tbe total nt't profit. to 2,000 dol If the monopoldi 
attemot. to add the whole fax to tbe price. be will.ell only 700 Dl'it.; .nd IIinee \he oroat. 
per unit baa bef'n increased by the tas: to 8 dvL, his net protite will be 700 ~ .<6-3 dlJ~.) 
= 2,100 dol Granti"" lilat thie is tbe highest. net reiom tha .... be new condition. adm." 
ihe mooololiat will increue the price from 6 dol. (which ~vee hi~ 2,000 dol. pTOfite) to 
6 dol. (which givetl bim 2,100 doL prClfita). The entile us; ".n be untted io .. he ~0IU01llD8r. 

Bnt IUppoee OD .. he other hand that inllfead of a tax which," in the ab.·ve eUJJJpler 
amounta to 6096 of the collt ptr unit, or 2096 of the originalleUinJ price.per ~ni"" tax of 
4096 is imvosed on net profit&. Takiog the ADUI figo~ ... "ith ~cb..~g~ 10 pn.:eoro'!-tf." 
tbe DI.,Onopoliat moat pay "0% of 8,000 dul. or 1,200 dol .. and bw. remalDIDg. InrpltP wit ~ 
1,800 dol. If he attempt. t.o add tbe ta.s; to the plice and faillea &h. pnee so 6 dol .• h .. 
tn.able net profile "ill hf., &II above, 2,800 dol., hi. tax 1,120 dol and his larplu. 1 .. 680 do~., 
in.tead of 1,800 d.,l. He wiU tht"refore refrain from addiol the tax to &be pnce. H .. 
fiDliI protita are indeed Ie .. thaa before ill both ....-bat. it WIll be clear wby be ~efe ... 
the tu. pf'r uoit. of procluet. or aal_ to a tax on income. n i. allO aI_r "hy, wltb tbe 
s-rticnbr figure. here llelected, an Uloome tax it for &.he commonity .. a whole. preferable 
to a "-S; on prodnot or on sal... For .... hile t.be producer .attel' mole ander the IDcome ~ 
thaD under the tu on ule .. the difterenGe i. mtrre thaD oompeDMted bl &be uba 10M lID· 
pwed OD u.. ooDllam.er by die las on prod~ or &he ..u. .... 
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".hape of higher prices. The only question at issue is fiMt as to the exact 
proportion of th~ tax which i. shifted and seoondly as to the poo.ible 
ulterior QOll6equenceti. Into the niceties of. this argument it is im
p0B8ibJe to go here. Those who It:,,, interested in this particulal' problem 
may be referred to a volume that has been written on the subject.'" 
It may suffioe to .ay that the proportion. of the tax which is shifted. 
dependa partly upon tho elastioity of the demand and partly upon the 
el88tioity of the supply. In everyday language, the degree to whioh the 
produoer will lind it proiitable to ra;" his price depends pa.rtly upon the 
proba.ble falling off' in sales and partly upon the change in cost per uni~ 
which may attend the diminution of his output. As regards ulterior 
oonsequenoes, it will suffice to 8ay that even where it is pOfJSible for the 
producer to shift only part of the tax to the consumer it may affect 
the various produoers in different ways a.nd, by changing the conditions 
of the market, may confer an advantage on the larger producers whit'h 
in lome casee will even tend to produce a monopoly. Again, even 
t,hough it i. true that the tariff is a tax. the indireot effects of 'the 
tu may-not to aay, IlIJ claimed by the protectionists, must---confer such 
advantages on the domestic producer, especially in young industries, 
as ultimately to compensate for the inc.reased burden on the COll8umer. 
But in all these cases there is no dissent from the opinion that 11he 
original taxpayer sbiftn. the tax. in whole or in a:reater part. 

In & lules tnx the liame is truej the only poiDit at issue here is 8S to 
whethel the consumer suffers by more than the amount of the tu, or, 
in other words, whether there is a BOo-ca.lled pyramiding of the tax 
whereby not only the tau. but. 8um over and above the tax is taken 
from th~ ultimqte consumer. The ,problem to which we shall now 
addl'Nt.'i ourSf'lves ia whother the income tax is like the poll tax, the 
inheritance tax, and the land tax, in not being susceptible of transfer 
in the shape of higher prioeo.: or whether it resembles a tax on com
moditiea or a sBlee tax or the tal'iff, in being usually shifted to the 
consumer. 

The ordinary business mau linda but little dillieulty in answering this 
qU6Btion. Be is acoustolMd to include all taxes in his outlays or cost 
of operAtion i and when be consideM the price at which he shall offer his 
gooda, he is apt, in the case of .. tax, to add it to the cost of his raW 
materials and his overhead and then I after figuring a .reasonable proit 
on this eo&t, to fis. his pl'ice accordingly. But when we come to study 
th. actual reeulu of the operatioD, the situation is by DO means so 
.imple, It needs, in facti a rather careful analysis of tiM vario .. 
rompli •• ted elemenlll in the problem. 

II. TA. Shi/ting 01 Spetia/ T4l: ..... I"".m., 

In the lint pia... .... mnot distinguish hetWOOD a uniform or general 
tRz on an incoDMI and -. partial or special or _clUBive tax on certain 
fOI'mlll of income. Where Lh. income is derived. from property, the
latter kind of income ta" would he tan_ount to a special tax on 
", .. tieular kinds of pro~. Examplte of this .... V""l" commoa. In 
the ..... of property, we m.y bo ... a special "'" OD land or a special "'" 
on moneyPd ",pital or a special tas. on mort«ages: and the like. In the 
t'U8 of au income tax au interesting illustration is afforded by Fran08. 
Th. Fr.nch ilK'ODla tax is <ompooed of two paris, One ..... o.i.ta of a 
rneral tRz upon the eubl'll income, as is the ease with our federal 
tax, Anot,her par&, ho ..... _. """;slll of 1Iaz ... OD the "'para'" COD

alituents of ioaome, ,utah WI ilK'OlIM from land, from profe&sioDS, hom. 
moneyed oapi&ai, from busin .... and the lib. £ada of th_ ...,. ... of 
the C>OIItItit ...... , kinds of iDOOme i. or has ....... \e~ied at a dill ...... ' rate. 
''''heft 8 .... h """"" appl,y to the iooome from p .... perty. the ... ia bu' little 
dill .......... bM_1l them .nd the .. ustomary property -. provided 
tho latllot' permi" as is nol al .... y. the _. a dedueUOll of debts.: 
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. w.here, as in some of the American States, indebtedneaa is Dot deductibkt 
-from property, as for instance in the case of Nal estate in New York 
.the tax is tantamount ,to the impersonal taxes or taxes aD the yieKi 
O!'l.product of property, as they are still found in Europe. But where 
~ebts are deduc~ and the tax is impooed OD net .... ets or net property, 
1t makes httle difference whether we call it a tax on property or a tax 
on the .income from property; for the selling value of proper.ty tenda 
to he equal to the capitalised value of the income to he derived 
therefrom. 
W~ere we have a -aeries of special taxes on income, it is D.eOO88ary to 

OODSl.d~r each class by itself. If we are dealing with ordinary competitive 
conditIOns, many such special income taRs will be shifted. If a tu: 
for instance, is imposed on the profits of a particular c]aas of bueinees; 
the tax will usually he shifted. The argument is analogous to that in 
the case of a special tax on the income of houses or on the income of 
moneyed capital loaned at interest. Why should the individual co .... 
tinue :to keep his capital in a particular kind of business, subject to a 
special tax if, by transferring his capital to some other field not subject 
to taxation, he can increaee his net returns? Such special taxea, the"e
fore, :tend to be shifted; for otherwise the individual will withdraw his 
capital from that class of enterprises and the consequent diminution -
supply will inevitably lead to an increase of price. 

The Bame argument applies, with certain reservations, to income fr,· 
personal exertions like wages and profE!Mional sal&il'ies. In the case l; 
ordinary unskilled labor, if wages are near the minimom of mbaiatensl 
a special tax on wagee (which in modern times is not found beeaulM" 
the individual and family exemptions in the general income tax) 
he apt to he shifted in first inatance to the employer in the shap 
highel' wages; and he in tUrn may be able to pa. the te.x on tc 
consumer in the shape of higher prices. Where wagee are abovlC 
minimum of subsistence and enable the laborer to enjoy a higher ata:'e 
of life, the question as to whether he will .be able to shift the tax ra 
t'mployer in the shape of higher wages, or whether he will have t-t 
the tax himself and thus -suffer a reduction in his standard of life, i" 
upon many 'Conditions which can be summed up under the head' 
relative resisting 'powers of ·both parties. Under actual conditioD 
tohe standard of life is tenaciously maintained, 118 in the Uni~ 
a" tax even on the higher cl88B of labore1'8 will tend to be 
The aame would he likely to he true of the earnings of the pr 
claases, like physicians, lawyers, architects, engineere and the Ii 
il' the long run, if B1l:ch classes were subjec; to an excluaive tu:, 
under conditions of free competition, lead to a gradual exodu 
occupations not .ubject to tax; and this decrease in the 8U~\ 
naturally lead to an increase of the remuneration of those tba. 
There are, indeed, exceptional cases where high profeeaiona: 
represent either monopoly returns or incomes that are fixed b 
tather thaD competition; and in sucta instances, like railway J , 
and great surgeons, it is not at all imp088ible that, having already cbarged 
all that the traffic will hear, they would refrain from adding the tax 
to their charges fR'salaries. In the great run of cases, however, & special 
tax on professional incomes, like a tax on wages where the workmen are 
well organised, is apt to ~ pas&ed on. 

While special inebme taxes are thus ordinarily shifted, this result does 
not appJy in all cases. For, as was pointed out above, a tall: on the 
income of a monopolist, whether he be a bU8inesa man or a prOre8~IJODal 
mao, caunot be shifted. Monopoly price is alwa,.. at the point 01 
ma;s:imum monopoly revenue: the monopolist will alway. charge what the 
traffic will bear and a tax win not enable him to charge more. In the 
!!lame way, as we have seen above, a taz on land, escl08ive of impldV" 
menta, cannot be shifted, becauae there cannot be, .. in the cue of 
hOUBes or other fOrmll of capital, 8 change in the supply. An euluaive 
tax on land, however, like ... -eulusive tas: on the dividends or atock 
qf some particular claaa of corporation., eYeD if it cannen be ahihed, 
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U be capitaJised into a lower oelling value of tbe property, so that 

... new owner or purchaser will not bear the t"". There will be a change 
i price, and the Dew taxpayer will thus Bufter DO burden. 

III. TA. Shi/tifl{l of II General I ... ome Ta:t. , 
.., 10 the maiD, then, a epecial tax on the income of particular c1assea~ 

10 "i~h the uceptioM just noted, "ill leed to changed prices, either highe" 
price8 .. in the ordiDa:ry case of sbifting, or lower prices as in the case 
of land or of """uriti .... be ... the tal: is capitalised rather than abifted. 
Inasmuch .. tbe individual buoineaa man ordinarily thinks of himaelf in 
the light of one who is subject to 8pecial tuation, it is natural that 
hf' .houki generalise the above COnclUaioD and hold that ; acoma t~est 
like 80 many other taxes, are abifted to the purcheaer i. the form of 
higher pri .... 

All • matter of fact, however, tbe situation is different when we deal 
with • general income tax such .. our federal income tax.- U 8ver'J'
Doe is taxable upon hie income, from whatever source derived, there is 
no taJ:Iesa field to which be can repair. 1£ be pays the tal: in the first 
iustaDCle, he cannot improve his p .. iuon hy vanaferring hio capital and 
his euwgiee to some other buaioesa or occupation; for he would mee~ in the 
new enterprise precisely the same conditiona, 80 far as the tax is 000-
carned, .. in the old OIle. Bow then can such • change in the relatioD.l 
of demond and aupply be brought about B8 to I'OJlder posaible a abiftJng 
of ~he ta:o: or an increaee of prioe' If the tal: is on professional ......... 
irl!" th .... will be no uodus from the profeaaion becauoe there will be DO 

telulting improvement to the tupayer. The recipient of iDcome from 
hou ... or from interet on capital .. ill not be led to diminish his inv_ 
menu. beca_ in whatever n .... fi.ida be might be tempted to invest, 
h. would lufFer the same bUrd.D. The buai .... man aubj<!Ct to a general 
income taz would also be in precisely the aame predicam.nt. So that in 
ease of • general income tall: thent ia DQ difference, as before, betweeD 
conditioD8 of monopoly and CODditiona of eompetition. 

But how .... U .. e meet the objection of the ordinary huain ... man 
wbo teUs DB that he adds the iocome ta:o:, like the taz on product or 
on sa .... to b.ia ~ and thus to hiB priceP It is obviollS, however. 
that there •• faUacy in thia eDDtenbon. at. .n "ente .hen we deAl 
with • graduated income taJ:. Far the larget' Bum paid as a IIUrtaE 
is meu.ured by profita, not by sales. Let ua ltJ'Ult, for the IDOmen\, 
thd tbe smaller ta:o;pa,rer, aubject only to the normal taz, will add the 
tal< to the prioe of the commodiliea. Then. if the high profits of his 
forlnnota competitor, subject to large aurtueo, a ... doe DOt to greater 
.. lea but to lower _t or more efficient mao_a" it is clear that the 
addition per unit made to the price by thia furtunate individual anat 
boo considerably great .... tLan the ..Iditiuu to pra made loy the competitor 
.ho pays only normal tano. If the 8urtaJ:·pay.r attempts IUch an 
_i... rise of pri"" per .. nit, his .Iea wiU faU 011. his market will 
boo eaptuNd by the competitor oubj<oct only to normal tal<, and his profits 
"iII d .... ppear. Be "ill -roingly refrain from adding the high tal: 
'" the pnee. h is ckoar therefore thd i .. the abo_ ease oaly the nonnaJ 
ta:o;. and BOt the surtane .... be added to the pri_ 

Sup_ however. that the higher pro6ta are due to greater .. lee, 
... thet the earta:o;·payer .ilI distribute his tal< __ a larger .umber 
of u .. ita thaD his competilor. E ..... then" ho ........ r. the additioa whic:h 
Iwo would man to the pm would turn out to be the _me as that made 
by hio uoaJler competitor oaly in the ""7 _ptioual ... ..mere tIoe 
._at of hio aaJeo before ..... after the chanl!8 of prioa wollId beer 
the __ proportion to the ......... , of hio ..... pea ....... ealN as wollId 
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the relative ratio of their tax~. For only in 't.hat way would ,1;hf\ 
gra.duation in the amount of sales keep exact pace with the gradu'atio.Q 
in the amount of taxes. 

Barring this highly exceptional case, it therefore remains true that 
th~ surtnxES w,iU not 'be shifted til the consumer in the shape oi higber 
,prlces. Even If the normal tax or an amount equal to the tax paid by 
the least heavHy 8EBessed individual is shifted, the eXC888 above that 
amount in the shape of a surtax or supertax cannot be IIhifted. The 
belief so widely prevalent among business men that jncome taxes a.r8 
added to the price thus turns out to be fallacious, at least 80 far as the 
Burtaxes are concerned. 

But it can DOW be shown that the same is true of the normal tax. 
Despite the widely held belief to the contrary, even a 'proportionaJ 
income tax cannot be shifted. In order to prove this, however, it ia 
necessa."y to discuss somewhat more fully the conditions which tilt prices. 

How are prices fixed? It is obvious that while prices are affected by 
the conditiOIlB of demand and supply, the normal point around whicb 
the market prices oscillate i.e in close relation to the DOSt of production. 
Some commodities oscillate around a hundred dollars a unitj others 
around one dollar a unit. But when we say ceet of production, we have 
at once to inquire: whose cost of production? Produce ... obviously differ 
in ability and in opportunity. It is true that at any given time ad 
similar units in the sU'pply of a given commodity must sell in" the market 
at the same price. If prices differ, it is because of differences in the 
brand or in the quality or -in the speed with which the order can be 
filled or IBome analogous reason. But while theN is only one priCE! for 
exactly 6imilar units of the same commodity in the market at any given 
t,ime, there are under conditions of competition always differences in cost. 
Some producers have more ability; 80me factories are more favorably 
situated j some employers get hetter results from their lahor force j some 
iJllClividuals are able to reduce their overhead or to organise more 
suooesefully their advertising or selling campaigns. In short, some have 
rt'latively high coste and some relatively low costs of production. At 
any given,. time the normal price will tend to equal the highest coet of 
production. As long -as the demand at any particular time is sufficient 
to take off the total supply of commodities produced at different coata, tbe 
price at which the whole supply will be sold tends to be fixed at the 
point of greatest cost. Inasmuch 8lI the pt"ice is fixed at the cost of 
producing the most expensive portion of the 8upply that is actually sold, 
the difference between the lowest cost and the actual pric&-that is, the 
difference between the cost of producing the article and bringing it to 
market under the moet disadvantageoua circumstances and that of pro-
ducing it under the more favorable condition., constitutes the pro
ducers' surplus or profits. Profits are the result of the industrial procel8 j 
they represent not cost, but surplus over cost. 

The next ohvioU8 point is that iii. actaal life,. under competitive con
ditions, the situation is continually changing. The more efficient 
producer or perhaps some newcomer in the field with more capital, or 
with improved machinery, or with better facilitiEII for marketing the 
product, or with mot'e 'ability to cut down his overhead, will endeavor 
tC' capture a part of the market by putting out an increased 8upply at a 
lower co.t of prollDCtion: The fact of this ;ocreaeed oupply will tend 
to lower the priCE!; and, although his percentage of profitt may be 
smaJler than it would have "been at the old price, the more fortunate 
producer expects larger tota] profita because of hia ability to sell more. 
This increase of supply, at a lower prioe, must manifestly injure the lees 
efficient producer at the margin of profitable production. In every 
hUBineu there are alwaYlli some producers who are able only just to 
make both ends meet; their machinery is antiquated, their capital ia 
deple~, their private expenses are too great, their buinftIJ activity 
Rnd knowledge are no longer. what they mould be, and ... ooneequence 
their former profits tend to vanish. They ma, decide for a time to 
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('ontinue the struggle, hoping against hGpe; they may live on their 
oapital; or they may deceive themoelv .. by a fallacious .yst&m of book. 
keeping, and figure out a nominal profit. But sooner or later Buch 
producel'8 wi11 find that they an getting no· return or no adequate 
return on their industrial capital. a They will abandon the business and 
their place will be taken by a more efficient ind~viduaI. 

All industrial progr .. s consists of Buch a ohange at the top and the 
bottom of the line of produDOI"8. FrEflh capital is continually ooming in; 
the dilcouraged are continually at&pping out. Under .uch conditions of 
change, normal price tends in the direction of the cost of production 
under the moat favorable, not under the least favorable, conditions; 
it t&nds towaro Icwest oost, not towaT<i higheat ceet. The actual priOB 
in the market at any given time i. indeed always fixed at the pcint of 
highest ~Olt; for at any given moment there is always Bome unlucky 
producer who furnish.. a part cf the supply at cost .. But next year 
hs will he crowded out and his pIa.,. will be taken by 80meone whc can 
produce at lower OOlt. 

What is the beaTing of this analysi. upon the problem of taxation P 
It reaolves itself into the question of how the marginal producer, tbo 
producer at the ma.rgin, is affected. A tall: on a commodity per unit 
affect:. the COfIt of the marginal producer e.s well as of every other pra
du.,.r and therefore tenda to he added to the pri.,., hecau.o what&vor 
increases marginal cost must ultimately increase ,price. But a tas: em 
income is ~ tax on Det profita; and net profits are not oost, bat the 
BUI'plu. over cost. A tax on profita cannot reach the man who makes 
DO profita. But the man at the m8.1"gin who makes no profits, or who 
nlakes only the minimum profits which corN8pond to 'Wa~ of manag ... 
m@nil or recompenae for the risk, pays no tax beoause be makes no 
profits or pay. only a nogligible tax upon th... minimum profits. It 
tJ .. man at the margin who at any particular time fixes the price for the 
f't'tire supply of commodities that is sold in the market pays no tax, how 
can the income tax he added to tho priceP The tax on profito io paid 
only by the man wbo makea profits, tbat io by the intra-marginal pre>
duoer, not by tho marginal producer. But tho tax paid by tho intra_ 
marginal producer cannot affect the price which is fixed by tbe m·arginal 
producer who pays no tax. 

IV. ,I._ B .... , .... M"",', Th • ...". 

The oroinary busineos man "'bo thinks thot ho is adding tho t"" to 
the price is in reality no\ doing 80. WMther he caD get the price which 
he baa eet depends not upon himself I but upon market conditdona. If 
his competitor who pays a smaller tu beeauae of 8maller anticipated 
profits, or who perhaps pa)'8 no tax at aU, mUD hiB goods at a lower 
priOB becau80 of tJ .. w.aller tax, all tho othe .. will have to follow 8uit 
whether their tazes are high or low.. Where a man bas added the taz 
tn the price, t.l .. inability 10 di.p .... of his gooda at this higher prico 
wiU lead him quickly to mark down bio goods; with the result that his 
auticipatod proIila may not matorialiae. Thero io many a dip 'twin .up 
and lip. The profits of a busineos man at tho and of tho year depend 
upon a multiplicity of perhaps very iosigniDcant factors; h. can DeYel' 

t<'ll at tho beginning wbat his profits are going to he at tho end. The 
...... fact that h. adds his anticipated tueo to the asking price will not 
by any means eoable him a1wayo 10 get tho price that ho...... n... 
proIila upon which 1M pays tuoo come at the end, and not at the bogia
niull. of tho period. U 8""1 1DUl GOuld fix his prolilo at will by ebarg
irll in~ PM_ beca ... of anticipated in..-.-ed tueo, the makiDa 
of prolits .. ould 1M a ... .., simple propositioD. Unfortunately, ho __ , 
busi_ life dOOl no' work thot way. 

n might indeed 1M claimed that, if tho husi ...... II\Ul were eorrect . 
ill his opin; ... , it would he atopid for Ilim to objec\ 10 higb ineome 
tans. For, if the businesa man roaIb adds the i_ tax to hill 
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cost and then charges proportioDate profits on this increased coet, why, 
it. might be asked, would not high income taxes inorease his profitaP 

This argument, however, ·is really invalid.· For the producer does 
not necessarily remain scatheless even df his taxes are shifted. He may 
b6 able, under a tax on product or on aales, to inerease the price of hiB 
commodities j but the increase in price will almost eurely lead to a falling 
off in consumption and will therefore tend to restrict his profits. This 
hi the Teason why the ·business man does not welcome taxes on his pro
duct, even if the tax is passed on. !In the same way, even thougb the 
producer should be able to add the income tax to the price of hi. goodo 
.. Dd thu. incre ... e his profits per unit of output, he would, in all prob
ability, eoll so many Ie .. unit. &8 to dimini.h hiB toml net profit.. The 
business man, therefore, is quite justified in objecting to high taxes on 
busiDE6s profits, even if he thinlrB that he io able to shift them to the 
consumer. 

As _ a matter of fact, however, as we have seen, the business ma.n is 
not. able to do this. The chances are that if he did not increaoe the 
,priooby hio anticipatod income tax .. , hiB actual profit. at the eod of the 
year would probably he the same. For in the first place it io not at all 
sure that he can hold to the higher prices in the face of the lower tall:e. 
imposed on some of his competitors; and, secondly, even if he Ihould be 
able to hold· to the hig!her prices for a time, he wonld find hi. ..I •• 
falling off' to such an extent 8S to lead to 8 new and lower price schedule. 
In other words, business profits are a result of businels operations: they 
are a consequence of price, not a cause of price. A tu on bueiuese 
profits ·is not a part of cost 88 is a tax on bueineaa producte. The Ja.tter 
can be shiftod; the former cannot be shiftod. 

It might ,he claimed by some that the ahove reaooning io defective. 
Producers, it might be said, will not permanently remain in bUlinfll8 
unless they secure the usual -retnrns, which in the ordinary run of cuea 
can be fixed at, ssy, SIX per cent. Not only the producer below cost. 
but the producer at COdti or with profits of less than six per cent. will 
be continually ~tepping out, and the real marginal class, it might be 
claimed, is the six per cent. class. Even a normal income tax will then, 
so the argament runs, be shifted because otherwiee it would reduce 
thoir profit. to .'y, five per cent., with .the reonlt that their falling out 
of the race will reduce the suppJy and th'QB increase tbe price. 

Thio objection, however, is doubly defective. In the fint place. it 
doeo not follow that the lall of .profits to five per oont. will leed to 
an exodus of the prevlous aix-per....cent. produoera. For there will now 
be no other field of buoineao to which they can repair. If the us is a 
g<'neral tax, the entire level of profits will he reduoed from &is to five 
per cent., and the producer win have to content himeelf with the smaller 
profits. It io 'only when the Dormal us is 80 esceosively high as to 
reduce the general rate of profits to a figure where all busioM!!l enterpn.e 
will be checked, that prices can be alfected. But, 88 we sha-~ 8e8 ~01f', 
even .this meane not a ohifting of the tss in the .hape of hIgher ~. 
but a prevention of what would othenri.ae be a tendeDCJ to lower pnOl!ll 

In the eecond place, if the price of the commodity. ra.ed ... a reaolt 
of the addition of the ··ta:x made by the sis-per.amt. producers, all of 
the lower-profit or no-pr,ofit produC8r&-Whethel' we call them marginal 
or aub-marginaJ---who pay small tnee or no tuea at all wiU DOW' al~. be 
R'ble to charge the higher price. They will consequentl,. be in a .pOlltlon 
to inCJle888 their ontput, with the result that tbeir more effective c0m

petition will soon lead to an abandonment of the higher price by the 
sis:-per-cent. producers. For even five-per-oent. profita arB preferable 
to the still lower profite which would ensue on a 1081 of the market-. 

Thus the analysis stands: a normal income tax cannot be shifted, aD1 
more than caD a surtax. 
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. 1'here ia onl(y one pOll8ible weakn ... in the abo ... &Dalyai.. In a period 
of rapidly rising prices, we may have what is commonly called a sellers' 
market. ]Baryons is then anxious to buy; every producer is turning out 
goocia at the maximum rate, and atocks are being depleted almoot more 
rapidly <than they can be replenished. Even the producer with the 
highest ooot-the old marginal producer-will now lind that he is making 
money, because the price of bis goods is oonsiderably higher than hi. 
oost. Being in a position to market his entire output, there will be no 
inducement for him to cut Ipricea in order to secure a still larger pro
portion of the total sales. Under ouch oircumatanoeo, indeed, 'the 
impoaition of a tax of any kind, whether on income or anything else, 
will alford the 'Producer an Mouse for &eking a otill higher prioe, and 
the conditione of the market may enable him to hold to that price. But 
after all, the tax will then be an MOuse for, rather th"n a oanee of, the 
highar pri ... whioh he _uld probably have heen led to demand in any 
.... nt. And at best, suoh buoineso conditions oan be only temporary. 
For the large profile due to a seners' market will speedily lead to .. fresh 
investment of capital and aD increased output on the part of aome 
oompetitors; Bnd ... ooon &8 this condition ahows itself, the heyday of 
th .. old ,producer. i. gone. AI a matter of fact, the .. ners' market is 
before long apt to be euoooeded by a buyers' market, when all the .. dvan
tag ... will be on the .ide of thepurch ... rs, and when the producers will 
.laah pri08l, tu or DO taz, in order tJo dispose of their accumulated stocks. 
J ult .. everyone makes money in good timea, 80 everyone loses money 
jn poor times; and what the oonaumer haa auffered in the fi.rst case by 
high prioaa, he wiII now gain by low pri_. 

Under normal conditions, how4!lver, when there is neither a business 
boom nor .. bu.inea depression, when there' is neither a aellera' market 
nor a buyen' market, but j1l8t an ordinary, normal, average ma.rket, 
the producer will Dot even have an .. cuse for adding an income tax to 
t.ha price. For, ... we have pointed lOut above, prices will tend, under 
normal oonditiona, to be bed at the COlt of produotion of the margiD'&i 
competitor wbo pay. no tueo because he linda at the end of the year 'that 
h. baa made no profita.· 

V. TA. ,Mi ... ., EII •• ta, 01 "" , ........ T ..... 

While, then, it is a fact 'that taxes on buain8BI inoomea cannot be 
directly puoed OIl in the pape of higher 'Pri .... , tbe q .... tion .till 
romaine BI to wh""'the indirect elfeota upon pri_ may be. Here we 
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enter upon the thorny path of the generel effects of tasatiOD. Ib ma,'j 
be said at once that all sorts of ultimate effects are possible. It is 
coneeivable, for ill8tance, that if income taxes are so high as to check 
the investment of capital, very definite consequences to ·t.he entire com .. 
munity may ensue. The continual growth of a conntry's prosperity 
(il"pends largely upon the readiness of the able and the venturesome to 
start new enterprises and to take the risk of the unknown. Where the 
hazard is great, the profits must be correspondingly great i for in the 
long run in new and untried fields the profits of lome are likely to be 
counterbalanced by the losses of others. If the government, however, 
d~mands too large '& percentage of these anticipated profits, the indi. 
VIdual may prefer not to subject obi,"""lf to the risk and may decide 
to be content with a smaller, but a surer, return. Or, if the income 
tax is still more excessive, it may decrease the margin above living 
expenses and ,thus retard savings and the ,aooumulM;ion of capital. In 
both cases, whether there is lees capital to invest or fewer venturesome 
individuals to utilise the capital, rthe res~lt will be the same. The fate 
of interest will tend to rise, thus to this e:xt.ent increasing cost and 
theref()re augmenting price. And, on the other hand, the relative 
~lackening of demand for new production will check .the increase of 
employment and the rise of wages that normally go with increued 
productivity -and the growth of capital. This, again; will prevent the 
gradual fall in the price of the particular commoditi ... subject to the law 
of increasing 'productivity. The history of modern capitaliBm, especially 
in the United States, shows a steady iocreas8 in wages and the laborer' • 
• tandl1rd of life and a steady decreaee iu the cost of the manufactured 
articles which enter into ordinary consumption. To the extent that 
eXoeBsiYe income taxes actually check accumulation and enterprise, they 
may therefore have this indirect result. But this reault will be not 80 

much an increase of price (except in 80 far a& the rate of interest actually 
riees) as the prevention of a ,further reduction in the prices of com .. 
modities and a further rise in the Note of wages which is it&eJf compatible, 
under the theory of the economy of high wages, with lower prices. 

Whether taxes on busines;: income will engender IUch indirect COM&

quences depends, however, on 0. variety of cireuID8tanoee:. It depends 
first upon whether the tax ... are used for f"",h expenditure or to pay the 
interest on an old debt. If the taxes are uHed for new expenditure, the 
problem becomes one 88 to the relative productivity of private and publio 
outlay. The statement &0 often beard that'it is always better for the 
government to let capital fructify in the hands of the private individual 
is by no means correct. Certain forms "f government expenditure or 
investment may be far more· productive than certain !orm8 of private 
espenditure or investmen.. The money spent for new roads or for ne .. 
!Chools may be far more produclive, in the real sense of the term, t~an 
the money invested by private individuals in the IIHlnufacture of opium 
products or of the munitions of war. 

There are of course considerations on tbe other Bide. If the govern .. 
ment attempts to run the railroads or to' manage the coal min_ it iI 
entirely probable that the enterprise will be 1_ productive of wealth 
than if it were contiuated by private individuals. It is undoubtedl1 
true in general tnat there is apt to be leas extravaganos and waste 
under private than under public management. But ""hen the com.
munity haa entrusted to the government the earrying on of what are 
everywhere conceded to be proper co-operative functions it d~ not 
foUow that the results will be injurio118. The tssea may be 10 hIgh .. 
to retard accumulation and investment; but if they are spent for govern
mental purposes that are acknowledged to be neceaa.a17 or adviaable, 
the smailel' evil may be swallowed up in the larger benefit. The problem 
is renny one of the proper limits of government expenditure, and of the 
choice between low tasee on the one hand and the aecompliAhment of 
desirable governmental purpoaee in an adequate, albeit economical, 
fashion OIl the other. 
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'fhe'liproblem diffe."s when we deal with taxes imposed to pay the 
intereot on an old debt. This i. the situation in the greater part of the 
W<lrld to-day. In the United States a large part of our present high 
taxes is devoted to the debt eervice. ~ It is immaterial whether we con .. 
Fider tJI8 war expenses productive or unproductive of wealth or of welfare: 
the money has been spent, the debt has been contracted, and taxes must 
be impoaed to pay the intereot and to provide for amortization. 'l'.be 
chief consideration now is the rapidity of debt payment. If the taxes 
ar. excessive, it may be better to go slow in discharging the debt rather 
thau further to retard capital investment and enterprise. But if a. 
definite policy of taxation for debt service has .been decided UPOD, the 
next CODLiideration is whether the debt is a foreign or a domestic debt. 
If the debt is held largely or exclusively abroad there can be no advan
tages to compensate for the eltoesaive burdens upon the domestic pro
ducer. If the debt Is a dom .. tic .d.bt, the funda taken from the taxpayer 
''''8 handed over toth. bondholder. The capital ·still remains in the 
country and is presumably available for investment by someone.· 

A furth.r analysis discloses the fact that conditiODll may here be very 
different. If the bonda are held largely by the small man''lrho will now 
i.ncreBae hie personal or family e:mpenditu:rea because 'of the money 
.receh'ed from government, there are DO advantages to the community 
lIB a whole which will oompensate for the burden of taxation. But if the 
bond, ore held by the wealthier olamea who now have more money to 
inveat, or by people in more moderate cireuDl6tancea who put the 
iutere.lt into the bank, rather than spend it upon themselves, there may 

"indeed be compensating advantagel!l. It is true that the business man 
. who PRYS the .bigh taxes will have I .... capital to plough back into his 

busiul"l'I8 i but to the extent tha.t he is also a bondholder, the deficienoy 
will be made good. That is doubtl_ the reason why, despite the high 
ireom. taX(III in the United States during the past two yean, the 'volume 
{'If accumulated investment suffered no pe.roeptible reduction. , 

Even with thia qualification) howe.ver, it atill remains true that 
~xeeS8ive income tu:es may discourage entel1Pri.&e and thus prevent' a 
reduction of price. For while the old oapitelist may &nd that his hond 
interea\ will reimburae him for hi, tn._. the venturesome individual 
who would otherwise ~mbark upon a new and untried course may still 
.,. p.""vonted from devoting his energies Gnd a'iriliti .. to tbe h .... rdoua 
enterprise if the UC'E'Uive rate af taxation threaten. to J'educe hie 
profits below what he consid .... adeqnate. To the extent-but only to 
the exumt-tllDt progreaa d.penda upon the entrance of the Dew man into 
the industrial field does the argument ae to thie ultimate effect of 
Im'orne t.aua upon pricee remain true. 

W. ha ... limited ou18ell'e8 to a diacuosion of what ia apt te be the 
~tfec.t of income taXt'8 upop prioea. We have Dot diacussed the more 
important problem of government policy. It is conceivable, for i __ 
that a tax system might be 10 arranged lUI to prevent any ulterior efteetB 
upon pl'l .... and oeverlileieso be entirel), una .... ptabl.. AD aristocratie 01' 

plutocratic government migh' conceivably raise ita enti ... revenue from 
• tax 00 the poor or tbe moderatelJo ..... II-to-do consUmei' aDd wholly 
eurn pt 101'11'1 busi11<llllS. Such a poliq would indeed Ilot produce any 
of the injurioua effects on eaterpriae and inftlBtmen\ that baye beau 
m .. utiontod .boft. But i' would so ob'f'iously contraYeDe the prineiple 
of ... uaiit1 and of obility to pay aa to be wbou,. ill.dmiseible. A 
demoorall.T "hiob is .ducatecl both eoonomicallJo aod morollJo will ... 
in ills tax .... _ to p .......... the .,roper halonoe be_ the prillciple 
of .bility to JIll), OIl the CIIltI baod aDd the prillciple of .hoi mi(p:la 
be ullod innoouit., ... i .•.• borml_ of \axatin on the other. 1_ 
tb. field of dilC'ussion, ho ....... r 1 we are not; eallecl UpoD kt enter .. 

In oonclosion tileD we may aUIII up aa folio ... : Taus .. pon the _ 
rote .1_ of in<"Ome will or will 1lot be shifted _iog to the 
p .... ti.ular oatec0r7 or the partioul.. circumstan-. A _raJ 01' 

ulli .... 1Vlal tax on all in_. if """;,,11Jo ,,"fwte<i, ...... "'.be sbihed 
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directly. But in 80 far as taxation brings about a new equilibrium of 
economic forces, even n general income tax mny ultimat.ely aud in
direetly affect prices, either ,by .leading to a readjustment of interest rates , 
or by preventing a.n incretlse of productivity with its U6ual accompani. 
men ts of high'er wages and lower prices. F or the grenter the pro
ductivity in any field of enterprise, the lower will be t he prices of the 
products in that field , despite the riso of wage~, An exce&aiv6 inoome 
tax may aooordingly interfere both with aD. otherwise to be anticipated 
fall in prices and rise of wages, thus standing directly athwart t he 
intereeta of the consumer as well 8-8 of the laborer. Eyen if an income 
tax 'Cannot be shifted, it may, if OX(.'e881\'e, disadvantageously affect the 
,pOsition of other daase6 besides the immAdiate taxpayer. 

APPENDIX XIII. 
I NCOME TAX AND SUPER-TAX.-AMOUN'1' AND EFFECTIVE 
, RATE OF TAX ON SPECIMEN INCOAiES, W[TH GRAPHS 

SHOW JNG THE EFFECTIVE RATES FROM 1911- 12 TO 1925-26. 
TABr.s l.-fIntnarried l ndi'Vid1.UlI: 11"om e all InveBtmen.t Income. - -'-- ------,-------~ 

1 

1918 H1l 9 20 192o-~ 1 a.nd I 1922-28, 1923-U and I 1925-26. 
___ - 1~ _ _ _ , - _ ' _ 192 1-22, 1924-26 .. 

Inoome ' 13 ~ I ~s 3~ '~Z ] ;( '~ai 1~ .ES I ~ ~ I .~ ~ I ~,= .~~. 
____ ~_~ i ~~ ~ ~ ~a! ~~ ~~ ~8 ~~ ~~ I ~~ I ~t'1 ~~ 

.£ 1 .£ I Pen.::r-:;; lipenoo·I-,£- 1 pence,l ,£ : pe?"!'J ~ ~ ; ~ll'ence'·I' .£ ~~,-
~i80I I' = 211 2-8

1

1-::- ~21 ;i~4 - ~1 1 ;r~ - 21 3'0 - ~ I ~:~ - ~ -; 
, 250 5 5· 0 20 18 '7 17 16 '6 1: \ 1~:~ I S 12'. ,12 Ii 

300 8 6·0 271 21' 6 25 1 19'8 21 16'5 19 14'8 17 J3 
350 I 11 7'6 \ S5 2S'7 32 22' 1 27 18' 4 24 16'6 22 14 
400 14 1 8'4 42 25,2 46 27 ·5 38 1 22'9 34 20'6 31 I B 
500 20 9 ' 8 60 I 28'8 76 1 36' 4 63

1 

30·3 57 27' 3 51 24 
600 28 11 '219437'510642'3 8835'S 7931'7 71 28 
700 I 37 1 12 '6 118 1 40 " 136 46'5 113138'8 102 34·9 91 31 

- 800 47 14'0 I 100 45- 0 166 1 49 -7 138 41 -4 124 37"3 111 33-2 
9(l() I 53 1 14 .0 169 45·0 196 52-2 163 43'5 147 39- 1 1 131 34-8 

1,000 58 14 ·0 18H I 45'0 226 'I 54'2 1 188 1 45 ' 2 169 40'6 151 36 ·1 
1,200 I 73 14,0 2BI 54 ·0 301 57 -7 251 48'1 226 40- 3 201 38 · r 
1,;00 88114'0 3381 G4- 0 376 60 ·1 310 1 00· 1 2B2 45' 1 \ 21i1 40·1 
1,750 1 102 , 14 '0 459 6:1'0 451 1 61 ' B 376 51·5 338 46 ' 4 301 41-2 
2,000 117 14· 0 625 63 -0 526 63 ·1 438 1 52'6 394 47 '3 351 42-1 
2,500 146 14·0 750 72 '0 713 68-4 600 , 57-6 544 62'2 469 45· 0 
3,000 170 14 ' (1 9(;3 77'0 913 73- 0 775 ' 62 ·0 707 fi6'6 094 47'; 
4,000 233 14'0 1,363 81·8 1 ,3~8 80-3 1,100

1

' 69'0 1,057 63 ' 4 869 52 ·2 
5,000 292 14 ·0 1,7~8 85-8 1,71!8 80·S 1,500 74 ' 4 1,432 68'7 1,182 06'7 
6,OuO 425 17-0 2,238 89- 512,263 90·5 1,97; 79· 0 1,832 73 '3 1,532 - 61-3 
7,000 508 17 '4 2.713 93 ·0 2,763 94 ·7 2,42; 183'1 2,257 77-4 1,907 65·4 
8,000 592 17·8 3, 188 90'6 3,288 98'6 2,900 87'0 2,707 S1'2 ~,282 68·5 

1~:~ m in ~:m 1 1~n ~:~~~ i~:~ ~:~ I ~n ~:~~~ I' ~n ~:g~~ ~n ~ 
12,000 925 18·5 5,238 104'S 5,488 109'8

1

4,900 98-0 4,607 92 ' 1 3,932 78·6 
15,000 1,175 IB·8 6,813 109·0 7,138 114-2 6,400'1 102-4 6,032 1 96' 5 5,207 83 ·3 
20,000 1,592 19 -1 9,438 113'2 9,888 118 ·7 8,900

1

106'8 8,407 100 :9 7,457 89'5 
25,000 , 2,008 19' 3 12,063 115' 8 12,763 1 2~'51 1l'525 110·610,907 104·7 9,832 94·4 

, 30,000 2,425 19-4 14.688 117-5 15,638 125 '1 14.1 00 11 3-2 13,407 1107 -3 12,207 97'7 
40,000 3,258 19·5 19,988 119'6121,638 129-819,600 , 111 -918.657 11 1-917,207 103 '2 

,50,000 4,092 19 -625,188 1120 .0 27,638 132'720,100 1120.723,907 114 ·8 22,207 106 -6 
100,000 , 8,258

1

19.8 51,438 123-457,638 138-3152,650 126-450,157
1

120'447,207 11 3·3 
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TABLB II.-Mamed Indi~iduaI and Thre. Chiltltr.,,: I" •• ",. all Earned 
Income. j .,~ 19111-20. 1920-21 and 1922-28. 1928-24 and 1926-26. 1921-22. 1924-26. 

,me. J~ 
0 0 0 • 0 0 

j~ 1= is 3~ :lis ;;. is l' ~s 3= ~s o. ~~ ~~ ~= ~1lI ~~ .. Ill ~~ o!illl ..Ill ~ .. 
011 011 011 011 0lI 011 

e £ Pence. £ Pence. £ Pence. £ Pence. £ Pen ... £ Pen ... 
180 - - - - - - - - - - - -
160 - -- - - - - - - - - - -
200 - - - - - - - - - - ,- -
250 2 2'\1 - - - - - - - - - -
800 4 8'8 5 8'6 - - - - - - - -
850 6 4'1 10 6'9 - - - - - - - -
400 8 4'7 16 9'5 7 4'1 6 3" 5 S'1 2 1'1 
500 12 6'8 29 14'0 20 9'7 17 8'1 15 7'8 10 4'9 
600 18 7'2 64 21'6 84 18'5 28 .11'2 25 10'1 19 7'4 
700 24 8'1 74 25'2 61 20'8 51 17" 46 15'6 31 10'7 
800 80 9'0 99 29'7 88 26'8 78 21'9 66 19'7 48 14'4 
900 84 9'0 129 84'4 115 80'6 96 25'5 86 22'9 65 17'2 
,000 88 9'0 144 84'6 142 84'0 118 28'4 106 25'6 81 19'5 
,250 47 9'0 284 45'0 209 40'2 174 83'5 157 30'1 123 23'6 
,500 66 9'0 281 45'0 277 44'8 281 36'9 208 33'3 165 26'S 
,700 66 9'0 894 M'O 8U 47'2 287 89'3 258 35'4 215 29'4 
,000 76 9'0 450 54'0 412 49'4 348 ,U'2 309 37'1 265 31'7 
,500 125 12'0 656 63'0 b99 57'5 505 48'5 459 U'1 888 86'8 
,000 150 12'0 968 77'0 799 63'9 680 M'4 621 49'7 508 40'7 
,1)00 288 14'0 1,868 81'8 1,224 78'4 1,055 68'S 971 58'3 788 47'0 
,000 2\12 14'0 1,788 85'8 1,674 80'4 1,455 69'8 1,846 64'6 1,096 62'6 
,1100 425 17'0 11.288 89'5 2,149 86'0 1,880 75'2 1,746 69'8 1,446 57'8 
,000 608 17'4 2,718 98'0 2,649 90'8 2,830 79'9 2,171 74'4 1,821 62'4 
.000 692 17'8 8,188 95'6 8,174 95'2 2,805 84'2 2,621 78'6 2,196 65'9 
,000 676 18'0 8,688 98'3 8,724 99'3 8,805 88'1 3,096 82'6 2,596 69'2 
,000 758 18'\1 4,188 100'0 4,1174 102'6 3,805 91'8 8,571 85'7 2,996 7\'9 
,000 925 18'5 5,288 104'8 5,874 107'5 4,805 96'1 4,521 90'4 3,846 76'9 
,000 1,175 IS'8 6,818 109'0 7,024 112'4 6,505 100'9 5,946 95'1 5,121 81'9 
',000 1,~92 19'1 9,4S8 118'2 9,774 117'8 8,805 105'71 8,821 99'9 7,871 88'4 
-,000 2,008 19'8 12,068 115'8 12,64~ 121'4 1I,4S0 109'7 10,821 103'9 9,746 93'5 
1,000 !U25 19'4 14,688 117'5 15,624 124'2 14,055 112'4113,821 106'6 12,121 97'0 
1,000 3,258 19'6 19,988 119'6 21,524 129'1 19,55D 117'3118.571 111'4 17,121 102'7 
1,000 4,0!12 19'6 W8S 120' 9)27,524 182'1 25,055 120'8

1

1lS,821 ·114'4 ~;121 106'2 
1,000 8,258 19'8 1,488 IIlS·t15y,524 188'1 62,55D 126'1 50,071 120'2 7,121 113'1 



APPENDIX XIV. 
INCOMJ<: TAX AND SUPER-TAX STATISTICS (1919-20) RELATING TO VARIOUS INCOME-CLASSES. 

Tables prepared by the Board of Inland Revenue. , 
INCOME TAX AN.D SUPER-TAX-Yea,' 1919-20. 

Table showing the approximate distribution of the amounts of income, allowanoes, &0., amoog taJ:If'ysn, claaaified according to the amount 
of thelr total incom8l, together with the appro~m&te Dumber of incomes in each ciaB!, and the ta.x paid by each class. . 

CI.... II Number of Iucom8l. 

Enurell 
relieve 
from t.ax. 

----'1 
II 

- Income. I 
by tbe' 

operation of 
abatements 

and 
allownnou. EXceed-I Not ex-

ing. ceediug. 
_.J.I?) 

.£ 
130 
160 
200 
2M) 
8UO 
400 
bllO 
600 1 
7110

1 ~OO I 
unn I· 'llkH) I,r.m I 

Total I 

I!W i 

£ 
160 
200 
21.0 
8110 
400 
500 
60n 
700 
8110 
ulln 

I ,uno 
1,btK) 
:!,tM.MJ 

No. 
2.61U.OOIl 
l,Ott5,ono 

230,000 
55.000 

6.000 
--
-
-
-
-
-
-

---------

3.9011,000 

I I Actual 
Chargeable TOIaI. ! Income. 
witb tall:. 

(tb) (la)aod(lb) (2) 
I 

No. No. £ 
1180.000 8,490.000 488.887.960 
!J3H,400 2,031,400 305.250.000 
516.700 751,700 165.000.000 
30ti.000 411.000 110.700.000 
867.900 872.900 126.206,191 
I~O.OOO 180.000 78.890.000 
108,700 108.700 68,696,107 
74.850 74.850 47,904.000 
60.400 60.400 44.696,000 
47.640 47.640 40,022,000 
38.920 38,~l20 if 36,583.0110 
98,430 

9M30 II 118.088.285 
44.UO 44,440 75.554,431 

.- --------" 
8,810,380 

il 
7.710.&;0 ii 1.746,477,974 - ---._ ... "" 

I 
Net Net 

Abatement.. Produce Produce 
and of of Total 

/traou&! Net Income tbcom. Tax. Super-lax. Income Tax 
alowanees. paying tax. Year Year and 

I (Se. 1919-20. 1920-21. Sopar-lax. 
footnote.O ) (Se. (Se. 

I 
footnote·t) footnote.t) 

(3) I (4) (5) (6) (7) 

£ £ £ £ £ 
468.698.242 :lO.189,718 2,325,761 : - 2,325,761 
~18.310.000 36.940.000 4,123.000 I - 4,123,000 
129.000.000 36.000.000 4.174.000 - 4,114.000 
74,195.000 36,505.000 4,211.000 , - 4.211,000 
67.199,288 59,006.903 6,963.000 ! - 6.963,000 
28.577.433 50,:112.;67 6.067.000 I - 6.067,000 
17.397.U9 41.298.658 6,626,000 - 6,626,000 
9,946.286 37,9;7.714 6.267,000 - 6.267.000 
4,784.983 39.911.017 6.624.000 I - 6.624.000 

878.000 39.144,000 6,529,000 - 6.529.000 
875.000 35,708.000 6007223 - 6.007,223 , . 

2.137.886 115.950.399 23.912.233 - 123.912.288 1,327,474 74.226,957 18.163,440 - 18,163.440 

1,12~,327 ,04J..~23.15~~33 •.. I 

101.99.2.657 L hw 8Sa.aa 

..... 
'" 00 



2,000 2,500 - 24,870 24,870 04,701,849 1,399,526 63,302,323 16,127,906 266,000 16,382,908 
2,6/J0 6,000 - 37,760 37,760 130,030,000 2,390,000 127,640,000 37,940,000 6,040,000 42,980,000 
6,000 10,000 - 16,720 16,720 114,870,000 1,500,000 113,370,000 33,700,000 11,476,000 46,176,000 

10,000 16,000 - 4,860 4,860 68,660,000 700,000 67,960,000 17,230,000 9,020,000 26,250,000 
16,000 20/100 - 2,043 2,043 36,005,000 400,000 84,605,000 10,300,000 • 6,2'.!O,000 16,620,000 
20,000 26,000 - 9'J2 9!rl 22,022,000 240,000 21,782,000 6,475,000 4,260,000 10,726,000 
25,000 80,000 - 660 660 17,680,000 180,000 17,500,000 I 6,206,000 3,616,000 8,820,000 
80,1)00 40,000 - 6~5 ~5 23,471,000 207,000 23,264,000 6,916,000 5,136,000 12,060,000 
40,01)0 60,000 i - 390 390 17,333,000 139,000 17,194,000 6,110,000 4,040,000 9,150,000 
60,000 76,000 , - 868 368 21,467,000 166,000 21,301,000 6,330,000 6,270,000 11,600,000 
76,000 100,000 , - 137 137 11,782,000 82,000 11,700,000 3,480,000 2,990,000 6,470,000 

100,000 - I - 166 166 33,690,000 226,000 33,464,000 9,960,000 9,190,000 19,140,000 , 
ToleJ , 

2,000 - - 89,620 89,620 640,701,849 7,629,526 633,072,323 157,762,906 66,600,000 224,262,906 

TOTA'" (1_ 
dhhlba,.d 

8,900,000 8,'00,000 7,800,000 2,287,179,823 1,130,956,567 1,156,223,256 259,766,663 66,600,000 326,266,663 

amouf:' 1ndI· " 

Yidae ). 

Olberl""""", (.11 - - - 260,000,000 - 260,000,000 76,800,000 - 76,800,000 
Nola 10). , - - ---

GaUD TOTAL ... 8,900,000 3,900,000 7,800,000 2,647,179,823 1,130,966,567 1,416,229,256 356,555,569 66,500,000 409,065,563 

• In tot. ... of tDOOII18I aooedlq tl,ooo ~e only allo".nee it :for Life Iuura.nOl premiUDlI. NODe of these a11owanOli ia made for the purposes of Super.taz. 
t Br "llot Prod ... H Ia m ... t tho .. tIm,ted yield of~. la_ ... _10 t~. year _~I •• of ~ dote of aotoalcoilootioo, ·It d ... DOt, ~mfore, ooneapood 

,,It.b the amoaat of t.u s-id to t.be &uheqaer iD t.be finaDOial loaf. 
" The H lfet ProdOOI n of tbe RUper-t.K 11 the eItlm&ted amount that will actually be reoei"ed for the year 1920-21 (lei Jbpl ..... tory Note 9). The net produce 

l1li 1m 'bit 70U I. ,',.on tn oonjunotJoa witb tho Det. produce of the Inoom. Tu for the preceding year 1919~20 beoanl8 the 8u.per-tu: is charged on the Income Tu 
10 ..... Of 11>0 prlOOdiD. ro"". -.. 
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ExPLANATORY NOTB8. 

1. 'Dbe figures set out in the Table are partly estimated. In preparing 
the statement the Board ·have made use of all relevant information 
available, but elements which are incapable of accurate measurement have 
of necessity entered into the calculations. 

In particulat: the available data for estimating the amount -of non .. 
personal income and of income accruing to resident. abroad are 
inadequate, and tho figure of £260,000,000 attributed to tbeae item. 
("ida, the foot o( Column 2 of tibe Table) must be regarded "" subject to 
a considerable margin of error. .The constituents of the figure are stated 
in Note 10. 

2. Y" ..... '-The Table relates to inoome ...........t to Income T"" in the 
year 1919-20, whether actually assessable for that year or for an earlier 
year. It, does not include income ....... able for the year 1919-20 but 
remaining unassessed at the end of that year. The amount. thus carried 
forward from one year to another is, however, :relatively small and fairly 
constant. 

a. Inoom'8.-The income dealt with is ineome .., computed for purposea 
of Income Tax and is therefore in part computed by reference to the 
income of the year and in part by reference to the income of the pre
ceding year or of an average of preceding years. 'Dhe income dealt with 
does not, therefore, correspond with the 1'eal income of taxpayers received 
i~ the year. 

4. (Columns 1a and lb.) 
N"""b.". of l"""""' •. -The total of the two columns (la and 1b) repre

Bents the estimated number of individuals with incomes in each c1a.88 and 
is divided in order to .hoW':-

(a) The number of individuals who, although in ..... ipt of inoom .. 
above the limit of esemption, were entirely relieved from Income 
Taz by the operation of the pereonal allowBDoee-for example, a 
married man with a wife and three ehildren under 16 yeers of age 
would pay no tel< if his tote1 inoome did not e>:eeed £260, tho 
whole being covered by allowances ... follows:-

Abatement 
Wife 
Three Ohildren 

.... 

Totel Allowances 

Balance to be tased .•. 

(b) The number of individuals acton,. paying tas. 

£ 
120 
60 
90 

260 

Nil. 

The cl ... with inoomeo emeoding £130 but not ""eeeding £160 
does not include soldiera, aailoR, memhant _men, etc., having 
incomes within thOll8 limit., .. they were entitled to the pre-war 
limit of exemption, vis., £160, and are coDMqoentl, excluded 
from review. 

6. (Column 2.) 
.. A<I'aal" l_.-Subject to the f.,.egoing explanationo thia repre

eento, b1'08dly lpeaking, tfle total net inoome of tbe cl_ ahove the 
exemption limit of £130 after eliminaung aU espeD.lell incurred in eamiq 
it, but before consideratiOD of abatemeato .nd J!6ROIlal .llowan .... 
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6. (Column 3.) 
A bateme"t. and Personal AU"wa,,~e •. -In 1919·20 th_ were ae 

follow.:-
(u) Abatements. 

Income. Amount allowed 88 Abatement. 

Ex_ding. I Not Exceeding. Soldio .. , SaUon, &0. I Other Tupeyera. 
, , 

£ £ 11 £ 
180 800 160 1 ' 120 
800 400 120 120 
400 600 100 ' " 100 
600 700 70 'I " 711 , , 

(b) Inauranoo prem.iuma on the life of the ta:<payer or of hia wife 
within a limit, generally lpel\kin~)· of one-si,xth of the total income. 

(0) An allowance of £50 for a wife, and in c"'"tain CIl6eII for a 
housekeeper, and of £26 for cei-t"n dependentrelati ... , wIMore, the 
total inoome of the tupayer did not exceed £800. 

(d) An allowance of £40 for one child and of £25 for ead> remain. 
ina .hild (including adopted ohildren) under 16 yean of age where 
the total income did Dot exceed £800) with aimila.r allowances for 
every .uch ohild heyond the tirat twa if the inoome, while exceeding 
£800, did not exceed £1,000. The allowance WBI also granted for 
c'hildrell ovor 16 yo .... of age when they were receiving full·time 
instruction at aD approved educational establishment. 

7. (Column ,.) 
Net IncoIR8 JXlviRO Taz.-Thia is the income on which t.u i8 finally 

levied afWr all th. allowau ... d ... ht.ve been deducted. 

8. (OoIuwn G.) 

Nel Produce of I .. eo ... To;r.-Thia is the amount of tax actually levied 
on the income in. the pl'eyioua column. It il BOlD6wh.t smaller' tflan the 
fillure that .. ould he prod ..... d by oa1cnJating the tu on the income at 
tbe IIppropriata r .. tee in foroII for the year 1919-20 for the following 
reuons:- .. 

(Il) Some of the ..-menlol made in the year relate to liabilitieo 
for .... li .. ,... ... oharaed at lo ....... tee. (S •• Nato» abo_) 

(b) Income .... ioh hBl luffered Do!ninioQ Income Till< ;. allowed • 
eurreopondina relit'f (up to a maxImum of 110. 6d. in the £) from 
Britiah Income Tu. 

«) I...,.m .. llicbll1 abo .... any lim.i' .t 1rbich the r .... of tu a1 ..... 
ar allow&DOM oeaa. an araaMMl lach relief as wiD obriate t.be II on or 
of the ,nooma beiDa maa. __ by payment 01 \he tu .w... \he 
man wi ... an i_ wbd onl1 just .... obeo the lim.i'-

9. (OoIom .. &.) 

N of Prod_ .f S."....toz, 1926-21.-S"pv-taz (pay1ohle by indirid"ala 
... 11_ tota1 iooomeo u.<:eed £lI,ooo) is oompoted for any year by rete......,. 
to \he 1_ Tax i_ of \h. precodillll year. Omsequen\IJ. \he aet..u· \ 
income abow1I in OoIumn lI. wbioh, aubje<t to the _boo explained 
io Nota II aheft, ia ..-sable '" 10_ Tu for the ,..... 1919-20.: will 
Dot he ........ ble to S"pv-taz nnti! \he fo!Jo .. illll _r. 1~2L -8~ 

a. 
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speaki;ng, therefore, the statement indiQ&teo tihat 89,620 individua~ "",i
dent In the United Kingdom with .an aggrega.te actual income of 
£540,700,000 should he ....... ed to Super-tax in the year 1920·21. Even 
allowing for normal annual growth, these figures are unlikely to be 
realised. The anticipated deficiency, except eo far 88 accounted for by 
a margin of error in the estimate, is attributa.ble to the leakage which 
is inherent in & system of direct assessment as opposed to a system of 
collection of duty at the 80uree. This deficiency is additional to a Joaa 
of Super-tax which occurs through the non-distribution of companies' 
profi:ts or their distribution in a form other than income. Snob profittJ 
are included in the £260,000,000 "Other lnoome" at the foot of 
Column 2 of the Table. 

10. " Other Income," viz., Non-personal Income and income accruing 
to non-residents. 

The income under this head is made up of the following items:-
(i) Tihst .part 'of. the actual income of companies which, though 

charged to Income' Tax, is Dot distributed to the shareholden in 
dividenQs,' but is retained for the purpose of increasing reserves, etc. 
(This item accounts, for two-third. of the total.) 

(ii) The income trom the invested funds of insurance companies 
retained to meet,: future liabilities. 

(iii) Income di.tributed to ,reaidents out of the United Kingdom, 
including not only dividends and interest, but also profits arising from 
trading in the United Kingdom by foreign firms, etc. 

(iv) OtIher items, such 88 income of clubs, corporations, etc. 

APPENDDr; XV. 

TEE PROPORTIONS OF EARNED A~D INVESTMENT 
Il'WOME IN THE INCOMES OF S"GPER-TAX PAYERS 
(INCOMES. EXCEEDING £10,000). 

Statistics p,o"ided' b1l the Boa,d of Inland Re"enue. 

In respollB8 to an early request from the Committee a sample' investi
gation haa been made into the composition of incomes exceeding £10,000 
••• eaaed to Super-tax for 1913-14 and 1922-23. As desired, incomes· 
have been 80 analyeed as to throw light on the proportions of earned 
and investment inCOJDe8 in each year. A ClaaaificatiOD .. lUI al80 de8lred 
according to age-groups, in connection (it is. undentood) wi!-b the q~M
tion which had been ~aised hefore the Committee whether high taxatIOn 
causes men to retire early from busineaa. For 1913-14 there are no 
data for BUCh.' an analysis: for 1922-23, hcnrever, certain figures are 
given, with particular reference to the age-group 66 and over. 

-TbeAmple inclode..f3 per CJeaL of &he iDoome!tesneed;nl' £10,000 for 1'13-14, ud 36 per 
oent. for 1922-28. Special at&elltioD 11M .been liyen to the ranp:II of iacome oYer £16,000, 
for whiob the perceDtaca iDcladed are .. follo.,.:-

1140,. '1/1_ W18-Z4. Ib~ 
.£76.000-100,_ 61 fI/ 
()yer £ 100,000 89 " 

J 
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-T:utB l.~lricom ••• "".-ding £10,000 a ..... ed 10 Sup ... -w", 1913-1423 and 1922· 
.. ., (United Kingdom). 

Total Incom. in each BaAl". and .z>6rc.nta". division thereof between 
Earned Income and lfl.lIsatment Income. 
(Percentage figures baaed on sample.) 

19I5·14. I 1922·23. 

Range of Income. Total 
Peroen~ of Total 

Total 
Percentage of Total 

Inoome 
Income m Range. 

Inaome 
Income in Range. 

in 
!!larned IInvestment 

in Earned IInvestment Range. Inaome. Income. R&nglI. Income. Income. 

£ £ (£OOO~ Por oenl. Per oooL (£000) Per! QeDt. Per cent. 
10,000- 16,000 28,94 31'4 68'6 61,337 SO'7 69'S 
1~,000- 20,000 17,272 S2'1 67'9 29,981 26'6 7S'6 
110,000- 25,000 11,489 26'6 73'4 20,165 S2'4 67'G 
115,000- SO,OOO 7,673 27'2 72'8 IS,596 34'1 66'9 
80,000- 40,000 10,843 81'4 

I 
68'6 9,125 28'6 71'4 

40,000- 60,000 7,itO 20'6 79'4 12,644 26'5 73'5 
60,000- 75,000 10,002 17'0 88'0 16,927 30'0 70'0 
15,000-100,000 6,912 82'4 67'6 10,286 81'8 68'2 
Exoeoding 14,896 22'6 77'4 26,261 21'0 79'0 

£100,000 

Total ... 114,246 27'7 711'S 200,812 28'7 71'S 

T4IILII lI.-I .. com .. ,,"c.,di,,,, £10,000 ........ d to Sup ..... toz 1913-14 and 
1922-23 (United Kin"dom). 

Number of Individuals falling within each Range of Inoome, and 
poroental1" division thereof botwoon-

(1) Individuals having Earned Inoome. 
(2) Individuals having Investment Income only. 

(Peroent_ ligures baaed on eample.) 

1913-14. 1922-25. 
.. 

Poroentago of To"" P ...... tago of Total 

Tolal 
Number in Range. 

Tolal 
Number in Range. 

Range of Income. 
Number Number 

in H . 'Having in ~ 
Having 

Range. .~ 10 .. 'lDeD Range. 
In __ ' 

Earn I Inoome Inoome 
Inoome. 001,. Inoome. 001,. 

£ £ ~oenl. Per .... 1. 4244 1~9~1. Per _I. 
10,000- 15,000 ll,893 n·s l\7'1 , SO'7 
1S,000- 20,000 I,Ol12 14'7 26-S 1,748 68-S SI-1 
20,000- 115,000 614 76-1 24-8 904 78-! 26-8 
116,000- 30,000 IIS1 67-11 S2-8 498 74-8 26-1 
SO_OOO- 40,000 SIS 78-S 26-7 66S 70-0 26-0 
40,000- 50,000 171 n-6 l\7-' \l84 70-0 SO-O 
50,000- 16,000 167 63-S 86-7 276 78-0 26-0 
1S,000-100,OOO 6. 82-' _ 17-1 119 82-4 \7-6 
~ 80 1S-1l 2$-8 184 7S-11 2(-8.' 

£100,000 

Tolal ... 4,988 78-0 ,!J-O , 8,770 70-6 - 19-4 , -
BS 

, 



TABLB a.-Incom ••• ", ••• ding £10,000 1l" .... 1l to Super-ta", 1913-14 and 1922-28 (Unit.d Kingdom). 

Inc,(Jme trom tlQ110W' ,OUTC6a ,howfl, as percentage 0/ Total IncDme in each Bange. 

(percentage lIa:ures based on sample.) 

1918-1f. 1922-28. 

, 
Peroentaxe of Total Income in Range. Peroontage of Total Income in Range. 

ll&np of looome. Total Earned I·neomo. Tolal Earned Income. 
Inoom. Income 

io 10VI& io Invl'lt-
I I 

Bange. ment liioCi Diatribu- Prole.- Employ- Rlmge. mant Mine8 Distribn- Profel- Employ- ~ 
100011.\", and tiOD and .io~ ment", Tottd. Inoome. and tion and Irion., mento, '1 Total. Manu. Tran ... Finance, D.reaton" MI\DU- Tranl- Fman~, Dlrectura 

factu",., purt. &0_ JP\06It &0. fl\C.tureL port. &e. I Vees, &c. 

I 
I I I Per Per Per Per - Per Per Per Per I Per Per i Per Per £ £ £000 oent. cent. oent. cent. cent. cent. £000 cent. ! cent. cent. cent. cent. I cent. 

10,000- 15.000 28.948 68-6 6'9 12-0 6'0 7'0 31'4 51,887 69-3 I 5-9 i 7'5 5-8 11-5 30'7 
15,000- 20,000 17,272 67-9 6" 10'5 8-7 , 6'5 32'1 29,981 79'6 I 4'5 I 6-9 6-4 8-7 26-5 I 
20,000- 25.000 1I.4~9 78'4 7-5 8'1 7-1 I 8'9 26-6 20,155 67-6 8-4 9'0 5-4 9-6 32-4 
2f.,000-- 80,000 7,678 72-8 8-8 8-8 6-2 I 4'9 I 27-2 13,596 65-9 ! 9-8 II-I 

, 
5-0 8'2 34-1 

80,000- 40.000 10,848 68-6 4'8 10-9 12-6 

I 
8-6 I 31'4 19,115 71'4 I 5'2 10-8 4'8 

I 
7'8 28-6 

411,000- 50,000 7,710 79'4 4'8 6'9 7-5 1'4 I 20'6 12,644 73-5 

I 
4-4 12-1 4-6 5-4 26-5 

60,000- 75,000 10,003 83'0 9'8 1'6 4-8 1'8 I 17-0 16,927 70-0 9'2 ! 11'5 3-6 5-7 30-" 
75,000-100,000 5.912 67-6 12'0 8'1 8-4 I 3'9 ' 82-4 10_286 68-2 10-0 13-0 5'1 

I 
3'7 31-8 

Ez.-UDg 100,000 I 14,896 77'4 6-7 1'8 18'7 I 0'9 122-6 26,261 79-0 I 8-7 I 6-9 
! 

3-5 1-9 21-0 , 
72'8 I 6'9 I 8-2 I 8-9 I 4-3 : 27'7 200,312 71'3 I 6-9 8-9 

I 
7-8 Total ••• ,1I4,U6 

I S"l 28-7 
I 



T~ 4.-1_"," .zeudi"l1 £10,000 GII."ed ID 8up ... -f= 1913-14 GAd 1922-23 W .. ifed Ki"l1dom). 

=: If,,mb ... of Indi.ndvDll Mflft/1 I_m. ITo", ""riotu IOUTUO ,,,- ... p.T .... IDg. of Total SumbeT in each Ra .. g •. 
v. a (percentage figure. baaed on lample.)' 

I'll-If. 1eti-28. 

P.' .. n .... of Tat.oIlInmbe< iD Roup. PerceD..,., of Total Namber in Rauge. 

-- --- ---.---- ~- --~-,- -
Roup of '- T ... I 

H.ot", I Baot .. _rnod IDooma. Total S"viDc earned Income. 
...... be< Kamber Having ---In In.,.,.. ID Invest --e. m .... • 1_ O_n· Prof ... Employ- Bange. mont lIinea Oielribo- ProleI- Employ-

I ........ • nd Uott and ...... men*", Tot.J. 
Income .nd tinn and liona. mentl, Total. 001,. lIana- T ...... riDallCe, Directon" 001,.. ManD- T ...... Finanoe, Directon' , ......... pori. .... Feea, .0. -... port. "c. F~&c. 

, I 
Por P .. Per Per Per Per Per Per Per rer 

, 
Por P .. 

I. £ Geot. IBn$. cen'. _$. cent. ....$. cent. cent. cent. cent. cent. cent. 

.. .. 

10,000- 16,000 2,BDfI 27'2 ~'1 17'2 11'8 84'9 72'8 4,2~4 30'7 7'0 10'8 11'4 39'6 69'3 
16,000- 211,000 1,002 26'8 10'1 14'6 13'6 86'5 , 74'7 1,748 31'7 6'0 11'2 11'2 39'9 68'3 
20,000- 26,000 614 24'8 11'0 18'8 g •• 41'6 ; 76'2 904 26'8 9'8 12'9 11'0 39'0 73'2 
26,000- 80,000 281 82'8 18'4 12'7 8'2 82'9 ! 67'2 498 25'2 14'8 17'0 7'4 86'1 74'8 
80,000- 40,000 818 26'7 8'6 17'2 17'2 80'S 178'3 063 25'0 8'3 10'7 11'6 89'4 70'0 
40,000- 60,000 IiI 27'4 9'6 lS'7 10'9 88'4 

1
72

'6 
284 30'0 6'0 10'0 8'0 41'0 70'0 

60,000- 76,000 . 167 86'7 16'7 S'S 10'0 38'8 63'3 276 26'5 11'8 16'8 9'2 36'2 73'5 
76,000-100,000 67 17'1 17'1 21" 17'1 26'8 82'9 119 17'6 13'2 20'6 13'2 35'4 82'4 

EzoeodiDa 100,000 80 26'8 8'6 7'0 22'6 85'2 I 73'2 184 24'8 14'7 14'0 10'9 ~5'~ 75'2 

To,"1 ... ',988 27'0 10'1 16'8 
1 

12'1 85'6 : 78'0 8,770 I. 29'4 8'1 I 12'3 11'0 39'2 70'6 

NOT&,-lndi.ldaal. banDII' .. rDed iDoomo from emplo.l'menlo .. wall .. bom Inde or profeuion 81'8 cl1Ul8i6ed onder the Ia,ter. 
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TABLE 5.-Income •• "ceeding £10,000 auened to &por.ta:r:, 1918-14 and 
1922-23 (United Kingdom). 

Inorease (+) or decrease (-) in 1922·23 as compared with 1913-14 of
(i) Earned Income expressed 'as a percentage of Total Income iD 

RaDge. 
(ii) Nos. of Earned IDcomes ""preased as a percentage of Total Nos. 

in Range. 
(ReenIta ,hased on sample.) 

(N.B._u 0 " repreaenU! DO change.) 

Mines aDd Di2Itribution Employ-

ManD- ed Profeniona, menlo, 
Finanoe, &0. Directora' factures. Transport. 

Tolal. 
Ra"!:of 

Total come. 
Feel, &c. 

Income., Nos. Inoome./ NOI • Income. I NOL Income.j NOL,IDCODJe.1 NOI. 

£ 
10,000-15,000 ... 0 - - - - - + + - -
15,000-20,000 '" - - - - - - + + - -
20,000- 25,000 ... + - + - - + + - + -
25,000-30,000 ... + + + + - - + + + + 
30,000-40,000 ... + - - - - - + + - + 
40,000-50,000 '" - - + + - - + + + -
50,000-75,000 ... - - + + - - + + + + 
75,000-100,000 ... - - + - - - - + - -
Over 100,000 ... + + + + - - + + - + -- - --+1+ --

Total ... 0 - + - - + 

, \ 
TABLB 6.-I ... ome •• " •• eding £10,000 a ...... d to Sup.r.ta:., 1922-23 

(United Kingdom). 

CIa.rijication bll dge-Group. and Sour.; of Incom. of Indit>idtiaZ, i .. 
each Range in rec.ipt of Earn.d 1 ......... 

(Figures based on' sample). 

f T .. 
Numben at Age Groupo. 

Range of NDmber Nnmberof C ... 
of Super. with Earned Income Income. tax payers in Bange. Up to 146-5515&-65.166 end in RODge. 45. over. 

I 

,£ 
< 

10,000-15,000 4,244 .& 576 82 144 206 144 
B 1,316 206 452 391 261 
C 1,049 lOS 288 45S 205 

--~ Tola! ... 2,941 391 884 1,050 

15,000-20,000 1,748 .& 192 21 64 86 21 
B 704 171 171 213 149 
C 298 64 64 106 64 

Tola! ... 1,194 256 299 405 234 --



Range of 
Inoome. 

£ 
20,000-25,000 

26,000-50,000 

90,000-40,000 

40,000-60,000 

60,000-75,000 

76,000-100,000 

Total 
Number 
of Super
tal< payers 
in Range. 

904 

498 

663 

276 

119 

1M 

8,770 

APPENDIX XV. 

TABLB 6-oontin".a. 

Number of C .... 
with Earned Inoome 

in Ran" ..... 

A 
B 
o 

Total ••. 

131 
556 
175 

662 

137 

Numb ... at Age Groupe. 

U i5~ 146-55.156-65.16!v:~ 
1 1 

51 36 22 22 
22 116 109 109 
22 44 37 72 

95 196 168 203 
----·1----1-------

A 
B 
C 

85 ,,- 27 48 10 
159 10 53 48 I 48 
128 21 57 43 27 

1----1------,--
Total... 872 51 117 139 I 85 

A 59 14 
B 267 37 
C 96 22 

15 
52 
7 

22 
89 
52 

8 
89 
15 

T~ ••• ~~ :;I'~i .~ 
C 38 8822 

Total ••• 199 15 -nl---;.-~ 
1--

A
--t---

55
'- --8-12f16!19 

B 89 12 ~9 58 I.'. 20 o 6) 8 12 36 i 4 ------ --

T~. "2 j ~I cli 1 
'1;01a1 ... 98 15, 22, 36 i 28 

1

_--+---11----1----
A 5U 2 4 13' 11 
B 47 4 13 19 II 11 
C 2t 4 - 9, 11 

Total ." 101 10 17 "I 33 

A 1,187 188 310 j 431 I 2M 
B 3,110 477 955 95<1 722 

I 0 1,895 ~~7 46& 767 4i7 

I Total ... i 6,192 912 I,m 2,144 11•407 

----------'-----'---"------'---,-
N.h.-A iodie .. teo 111<'0_ from Mioes ... d Manufaeiuno. , I '. 

B" " "Distribution, Tra.aspor'l ~, 
Fin&DOe. t.Ix!_ 

C .. .. .. Emplo_16, Di....,... .. • F.-I, .h. 
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TABLB 7.-Number 01 I"dividual8· aged 66 or o.er and in receipt of 
Earned Income e",pre8led a. a per .... tag. 01 the Total Number of 
Ta;JJp4yeTB in the Bange, 1922-23. 

. (Figures based on sample.) 

Where the earned income i& derived from 

Rang. of Income. . Mines and Distribution, Employ-
Mann- Transport, mente, Total. 

factores. Professions, Directors' 
Finance, &c. F .... J:c. 

£ £ Per cent. Per cent. Per cent. Per cent. 
10,000- 15.000 ... 3'4 6'3 4'8 14'5 
15,000- 20,000 ... I'Z 8'5 3'7 13'4 
20.000- 25,000 ... 2'4 12'1 

I 
8'0 22'5 

25,000- 30,000 ... Z'O 9'6 5'4 \7'0 
30,000- 40,000 '" 1'4 15'8 , 2'7 19'9 
40,000- 50,000 ... 2'8 8'1 ! 7'7 18'6 
50,000- 75,000 ... 6'9 7'2 , 1'4 15'5 
75,000-100,000 ... 12'6 5'0 5'9 23'6 
Over £100,000 .. , S·2 8'2 I 8'~ 24'6 

Total ... 2'9 8'2 4'9 16'0 
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APPENDIX XVII. 

THE TRANSFER OF RESIDENCE ABROAD BY BRITISH 
BUSINESS CONCERNS AND BY L~DlVIDUALS. 

Note by ths Board 0/ Inland Rellellue. 

1.-BvriAUI ccmctNtl. 

1. The Board of Inland Re.enue baye since 1916 noted 128 casee in 
... hich tho head office and control of" concern ....... ble to Income Tax 
under Schedule D .... transferred abroad. so that the profita fOnDerly 
liable to Income T"" in the United Kingdom. or a part of thooe profita. 
ceaMd to be liable. The number includ .. 13 caseo of private traders. 
the balance beinll companies. 

2. The followinll statement aho .... year by year. the number of 
oonNrlJa where th" control was vansferred abroad. and the total amount; 
of the Schedule D ......",.,nt made on the prolita of snch COD08rDS for 
the last year for whieb they were liable to Income Ta>:. (The eight ...... 
Dot included wen roDcerns where a part only of the buaineea was trana
'erred. but no figorea were available of the profits earned by the 
trenaferred braocbea.) 

N.tA ... " ...... t 
r ... r. No.o/ .... a. ScAcdul. D. 

II 
191/).111 6 167,000 
1916-17 16 808,000 
1917.18 11 2>I5,llOO 
1918-19 6 488.000 
1919-20 15 li5.000 
19'_>0-:11 18 736,000 
19"11.:!ll 18 1,671,000 
19".!'1·23 14 1211.000 
19:!3-~' 17 197.000 

Totala 120 £4,653,000 

3. The following statement anal~ the 128 ..... by trades (obowing 
~ profit. for th. liel _) and diabngniab .. tho. whooe .. ain _ 
and _rib ...... broad. 

I.~ ... riDIl their ani. 
_'rib.. or ............. i. "
Uaited Kingdom:-

V .. ioa .. aftufM:'t8 ... 
WhoIeoaIe ...... ta, Shippen, I)ia. 

tribat.an,eto. 

N •.• I_ 

• 
to 

lIS 

70,000 

•• 000 

698,000 ' 
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No. 01 ca .... 

II.-Concerns having their main 
assets abroad:-

Tramways, etc., Gas and Electric 
Supply Companies ... 

Mines, various ... .... .. 
Tea, etc., Pla.ntations, Land and 

Farming Companies ... 
Textile Mills, ·Factories, etc. 
Metal and Engineering Works 
Tobacco Factories, Chemical, 

Rubber, etc., Works '0, ••• 

Wholesale Warehouses, Agents, etc., 
and Retail S,tores 

Totals 

10 
10 

23 
10 
8 

28 

13 

102 

128 

Net A"lIes8me~,I"" 
Sc/i,ed1.d. lJ. 

£ 

900,000 
250,000 

435,000 
943,000 
58,000 

1,122,000 

247,000 

3,955,000 

£4,653,000 

4. It will he observed that cases with their activities mainly in thi> 
United Kingdom f"ll almost wholly into the class of agent.!, .hippers, &c., 
and tha.t only six cases carried on manufacturing activities in the United 
Kingdom. 

5. Of the 128 cases reported, it is Been that 1~ are concerns whose 
main assets and activities are abroad. In DlD8t of these cases pressure 
of taxation is alleged as the cause of the transfer of control abroad, and 
this reason is p8rticuIarly relevant in the four cases where the great bulk 
of the shares (not merely, &8 in many cases, the predominant part) ~ 
longed to residents out of Britain. But there are indicatioll8 that other 
factors were also -at work in many cases. No increasing tendency towards 
transfer abroad is discernible. 

6. If it be assumed that the ........ ble profit.! of theee 128 concern. 
might now reach £5,000,000 per annum, it would seem at firet glance
that the tax loot annually might he ... mnch ... £1,000,000. It must be 
remem·bered, however, that a large proportion of the dividends of theeeo 
companies, or the profits of firms, is paid to shareholders or partnerw 
resident in Britain and that British 'Income Ta.x is payable on the 
amounts so received. The net annual loss to the British Exchequer is 
therefore only a fraction of the sum named above. 

n.-Tran./or 0/ ll .. ide"". bJi Pri~at. Ind;"jdUIJU. 

7. Among British aubjecu. who ... k to avoid Inoome Tax by going 
abroad, two general types may be distinguished, those who give up their 
residence in this country for at least a de6nite period of coDsiderable 
length, and those who go abroad for indefinite periods or from tim& 
to time. 

S. An individual' who effectively t .... n.fers hi. reaidenoe co ..... to he 
liable to British Income Tax in respect of any income arising abroad, 
any interest, etc., payable in the United Kingdom on foreign and 
Colonial stocks, ew., and any interest on certain British Government 
securities. In regard to general sources of income in this country he 
remq.ina liable. 

9. The Board have DO evidence of any appreci1lble tendency on the 
part of British .ubjecu. definitely to abendon their .... ideoce in thi. 
oountry in order to escape Income Tax. It appeara to uin in &ome 
slight degree among retired persons. There is abo a mioor tendency 
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"mong perlOna whose sphere of work has been wholly or mainly abroad 
to refra.in from taking up residence here on retirement. There is no 
l'eaaon to think that the tendency is materially increasing. 

(It ;. of oonr .. not overlooked that residence abroad in ouch cas .. 
may be due to various ooDsiderationS quite apart from those of taxatioD, 
such ... health, compar&tive cost of living, etc.) 

10. Th. Board'" attentioD wae directed during the years immediate1y 
following the end of the War to & tondeDCY among cert&in c1 ....... of 
well-to-do and moder&tely well-to-do people, obort of completely trans
ferriDg their residence, to adopt .. Domadic type of life &nd to speDd 
the greater port of their ti·me out of this country. Thi. was largely due 
to & widespre&d impression that liability to British IDcome Tu could be 
a·voided simply by DOt retaining a houae in this country and residing 
here for I ... th&D six mODths of the IDcome Tn yeIlr. Stepe have beeD. 
tabn to correct this impr688ion and to resist ill-founded claims. It. is 
thought that the movement &bro&d, although &t on. time it &ppe&red to 
be reachinR appreciable dimensiona, bas received a considerable check 
and that the 1088 of tax has Dot at &Dy time beeD oorione. 

APPENDIX XVIII. 

TABLE .howing (1) tA. TOTAL GROSS OAPITAL OF ESTATES 
LIABLE TO ESTATE DUTY (."",ludinl1 ped d"ttI .. tat •• ), (2) th. 
amount included th.~.i .. I~ GOVERNMENT AND MUNICIPAL 
SEOURITIES, STOOKS AND> SHARES OF JOINT STOCK 
OOMPANIES, ofe., and (3) the amount included for LIFE 
POLICIES. 

Great Britain, 19'23-24. 

lturied lien. Widow ... llachelon. 

"--' ----- -----
s.c.- - -.. !l.aart .1 £01& .... Toto! riliMit Lifo To\&l riloin, Lifo Total ritiN, ...... Ia_UI'- stoeb lao .... ,toeb ..... . -- II'-ODd ..... aad .... ... d 

Lite 
lao .... ..... oapitorJ. ~pit&1. _pitrJ. ah ..... polioi .. ohara., pulicia. ob ...... polici.L .... .. .. .. .. 

, .---- -.--- -'"--- .-
i 

t 'xoeed- No' ex- 1 

£000 I iog oeediog £000 £000 £000 £000 £000 £000 £000 i £000 
t De" £ De\. 

100 1,000 Mil! It2i~6 1,125 2.625 396 197 1,997 I M3 136 
1,000 b,llUO 26,381 6,9l!l! 2,2>19 9.297 11.079 481 6,420 , 2,4<08 219 
b,\KIO 10,II\!O 18,oIM 6.t!<l1 1,l!l!8 6,37S 2,2H 381 "~7 2.,133 63 

10,000 IIb,OIIO 2M77 18,25ti 1,.5."9 1l.06~ 6,4111 4119 7,837, 4,717 lOll 
lIb,'.1O 0<\000 23,M2 Ij,77~ 935 9,00 4,819 ~ 1 ::~~~ 1 

• .!70 56 
60.,.10 1110,000 26,MO 16,4l14.1 8116 IO.4M 6,293 4.813 , 67 

100,0<10 260,000 25,1'1'6 17,6<\3 o!~ ll,1411 6,1llI7 2141 ~,41;O U25i 4 
160,000 - 14{>'006 26,H7 1,068 1I1,614 11,4<08 200 U,375: 8,2931 13 . . 

Total ... ~,3t!O IlOo,!l8.'I 9,m 81,413 40,091 2,493 130,521 .30,177 668 
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APPENDIX XIX. 

PRIVATE TRADERS AND THEIR CAPITAL 
RESOURCES. 

Note by the BoaTd of Inland Reflenue. 

1. Among the eeveral statistical investigatioDS conducted by the Board 
during the progress of 1Ihe inquiry by the Select Committee of the House 
of Commons on the War Levy in 1920, was OM relating to the capital 
-resources of private traders. . 

An examination was· made of the trading accounts, profit and lOBS 
accounts and balance sheets of 310 private business concerns engaged 
in manufacturing industries and wholesale distribution. TYPlcal 
industrial and urban aN!88 were selected. Only large concerns were 
included. in the investigation. On that occasion, the accounts esamined 
ran to various dates in the year 1919. 

2. The results of the investigation are fully set out in Section 0 of 
" FUTther Note ,by the Board of Inland &venue on the Poasible Effects 
of a War Levy apon Businesses, IJ printed on page 289 et aeq of the 
Appendix to the &port of the Select Committee (H.C. 102 of 1920). 
Since those particulars were collected and analyaed at the time of an 
unparalleled industrial boom, industry has experienced a great depression 
and conditions are still largely influenced in many trades by W&r and 
post-war causes of disturbance. In order to examine the effects of theee 
changes the Board have again collected particulars of the resources of 
the private traders (individuals and firms), who constituted the 8ubject. 
of the 1920 investigation, and tile reeult of this later examination is set. 
out bel()w. During the interval between the&e two investigations, changee 
in the constitution of BOme of the concerns originally ·included have 
taken place. Some have been converted into joint stock companies; 
others have been amalgamated with existing limited companies and 80 

OD. In consequence, particulars are available for a recent year for 216 
conoerns only. In dTawing oomparisons hetween 1919 and 1923 (the 
latter being the most recent year for which details are available), etten .. 
tion baa therefore been confined to this smaller sample. 

3. The broad facts which the investigation waa designed to elicit were 
the coD08rus'credit or debit balanoe at the bank at the close of their 
trading year; the aggregate net. capital of the business at the end of 
the trnding year as computed on the lines laid down for purpoeea of the 
Exc ... Profits Duty. that is. brandly speaking, on the basis of the actual 
cash invested in the business, irrespective of the date of invenmen*; and 
also the magnitude of the capital resources of the individual proprieton 
of the busineB8, other than the reaoUrceB inYeeted in the busineu. 

4. Of the 216 eonoorDS. 136 or 63 per oont. had a credit balanoe al the 
bank at the end of the 1919 trading year. and 80 aT lrl per osnt. bad a 
debit balanos or overdraft. Al the end of the 1923 lrading year. 131 or 
61 per cent. bad a credit balance, and the remaining 85 or 39 per oent. 
had a debit balanoe. 34 bDBin ....... which had a credit balanoe in 1919. 
bad a debit balanoe in 1923. and 29 busi_ which bad " debit balance 

.. ill . 1919· had a credit. balance in 1923. The original .inv.-tigatioa, 
""vering the 810 conoerus in 1919 obowed remarkably similar .... nlta. 
63 per cent. of the busine_ then having • creem balanoe and lrl per 
cent. a debit balanoa. 
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5. The cases' under examination thus fall into four groups, which may 
be conveniently shown in tabular form: - . 

Dea::lbtioD by reference No. of No. of 
to pOlition at the Year. Conoerns. Individual 

hank. Proprietoro. 

In credit botb yea.. '" 1919 I 102 225 ... 1923 102 208 
In oredit in 1919; in dehlt 1919 84 69 

in 1928 1923 84 65 
In d.bit in 1919; in oredit 1919 29 66 

in 1928. 1928 29 62 
In debit boto yea .. 1919 51 116 ... ... 1929 51 119 

6. The summari .. d balan .. sbeeto for each group sbow' the following 
pOIitiona : 

I. lOll Coo.em. in cr.dit i .. bot" 1919 mwl 1923. 
1919. 1923. 

£000· 
1,486 Ne' cash in hand or at the bank ... 

IInvestmenta: -
(a) reckoned as capital for E.P.D. purp ........ 
(b) not so reckoned 

BUildings and land ... '" 
Other bumn .......... to, I .... bUlin ... lidliliti.. .., 

Total buain ... capi tal shown hy the balance abeeta 

£000. 
1,694 

292 
SoIl! 
711 

2,839 

6,278 
.--

682 
1,121 

651 
3,4n 

7,411 

34 C .......... in .... dit in 1919, but i .. debit in 1923. 

Net cash in h~d or at bank in 1919 alld net overdraft 

1919. 1923. 
£000. £000 

in )923 '" 379 -404 
Inl"8litmeuta :-

(a) reckoned as capital lor E.P.D. pur_ ... 71 l!9 
(b) not 80 reckoned 543 1116 

Buildinga and land llU 1I16 
Other busineaa ...... ta 1_ bumn ... liabilities, other than 

overdraft in 1923 818 1,486 

Total busin ... capital .... 0 ... 11 ~ th" bala_ abeeto... 9,019 I,Ml 

l!9 0-....... ift d.bi, ift 1919, but in .... dit i .. 1928. 
• 1919. 1923. 

£000. £(JOG. 
Net o .... rdrslt in 1919 and ne' caab in h~d or M ~ 

in 19»3 ... 
In .... tmenta:-

(,,) reckoned .. capiW fw &OP.D. pu_ ... 
(b) not so reckoned 

Buildinp and land '" 
Other busi_ .... 110 ... busi ...... liabili~ 0"''' th~ 

oftrdraft ill 1919 

Total busi ...... capital ahotra ~ the l>al .... oJ.eeg . '" 

..,ul lI6-& 

lI88 a 
150 llI8 
150 141 

1,388. tr.J 

1.486 1,_ 
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51 Concerns :in debit both in 1919 and in 1923. 

Net overdraft at hank ... 
Investments: -

(a) reckoned lUI capital for E.P.D. purposes ... 
(b) not so reckoned ... . .. 

Buildings and land ...... ... ... ... . .. 
Other business assets less other business liabilities 

Total business capital shown by the balance sheets 

1919. 
£000. 

-',Oe6 

1,522 
968 
363 

3,233 

4,060 

1923. 
£000. 

-1,058 

122 
1,339 

380 
3,030 

2,818 

7. As already stated, capital for pur.poses of the Excess Profits Duty 
represented, broadJy speaking, the cash actually invested in the acquisi
tion of 868ets. of the busiIK!S8 still in use at the date of the cOmputation, 
reduced, in the case of assets suffering in profit-ea.rning capacity, accord
ing to the proportion of the life es;pired. Although the Ex ..... Profita 
Duty was DO longer in force in 1923, the computations for that year 
were made on the asme linea. The figures for tha.t year are, however. 
on that ~UDt, Bubject to some alight margin of error, because the 
inquiries made in dealing with the 1928 accounts were not 80 close lUI 

respects fluctuation of capital. In 1919, no particuws were gathered 
of the capital vMue shown in balanoe sheeta of property owned and 
occupied, and the capital value was accordingly taken at 25 years' 
purchase of the net annual value aseeesed to Income Tal<, Schedule A. 
In making the 1923 inquiry, these capital values were ascertained and 
have been used in the statements above. It should, however, be stated 
that such values did not support a. multiplier of 25 years' purchase, 
but indicated one of 16·25. The variation between the capiW values 
pieced on 18iIld and buildings in the two years is partly due to tlri.s 
factor, which does not, however, disturb the accuracy of the aggregate 
value of all business assets. 

8. The :method adopted in reckoning capital for pnrposes of the Exceea 
Profits Dnty does not pnrport to give the value of the IUl88ta at the 
date of computation, and no such mea.mng should be read into the 
fignree etoted. In ... much as the purcblUling power of the pound sterling 
bIUI not been eonstant throughout the period during which the aaseta 
may have been acquired, there may be important inconsistencies between 
book: values and true valuea at; the dates of these computationa, but 
this fact should not materially alfeet the validity of comparieo"" of the 
position at different times, .... it is to be assumed that the balance 
eheet values placed on fixed ...... ta will tend to remain stable. Acoord-
ingly, the comparative figures presented are of value 8IJ .bowing the 
broad changes in capital resources, expressed in toerms of 008t, between 
the two years in question. 

9. In addition to making these slmmaries of the accountaJ a oompu
dLtion has been made of the private or non·busineas resourcee of the 
individual proprietors of the businesses, 88 shown by their returns far 
Income Tax purposea. The private income from investments of aU kinds 
haa beeu capitalised at a :flat rate of 14 years purchase. This multiplier 
h .. been adopted as a rough .. verage applicable to all cl ..... of invest
ments, ranging from a gilt-edged security, through every clasa 01 

industrial, &c., to a ebort-life interest in truet funds. 
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• 10. On this basis, the movement of tbe estimated capital value of 
private resouroes in the four groups has beau as follows:-

-

No. of Estimated capial 
individual vWue of pr!vate 

Increase Group. proprieton reaourcee m : 
(a) in 1919. per cent. 

(6) in 1923. 1919. I 1923. 
, (£000) (£000) 

I.-Ooncerns in credit at } (a) 225 7,804 - -
""'III bank in both yeano. (6) 208 - 9,189 17 
II.-ConC8rDJ; in credit in 

I 
(a) 69 720 -1919 and in debit in -

1923. (6) 65 - 928 29 

m-Oonceroa in debit 
~a) 66 464 -in 1919 and in credit -

in 1923. 6) 62 - 883 90 

IV.-OoncerDB in dobit in } (a) 116 2,893 - -
both yean. (6) 119 - 3,463 20 , 

11. The two parte of the, inquiry, the buoiness part and the private 
part, may now be brought together, in the following statement. 

Aggregoll B ........... , Trode 0"" PM",,'e, 0/ 216 PM""Ie Co .. e ....... 
_' ___ 0. - . -

I 
Deocriplion of Booo~ 

Number Numbe BuiD._ ..u.e,,-
Gro"p- Year. of eo... of Indi-........ .id_ 

x.nd Private 

Cuh~In'- Ao. ... • 00 
01' OY meo. ... Ba.ild- TuW. 
droft - iDp. 

L-Conoema in ....tit ., }! 1919 F:-' ,-, (£00(1) (£OOIl) (£000) 
1(It m 1,6M I,IM 711 6,218 7,so. 

.... t i. 1>0 .. 1..... : Ina Ill! :!\JII ~ .," 661 7,'11 9,1. 

)(Ol'emeI1\ ... - -17 - 108 + S69 - 60 + 1,18a 1+1,&86 

An-..... 
A.oIL 

(£000) 
H.Oti 
16,660 

1+ 1,.611 

ll.-Coneertll in tlftldi' ~t}1 1919 .. "" !+ 8;"1 r.o tit ,"019 no 1,719 
bankia1919ud m 19';!1 

, .... - !l' 
debi.iIll .... .. .. 1- loMl !IlI8 1, .... 

.0 ..... ' ... - - • - 778 - r.6 t+ t - 478 l+ toe - t70 

Il.-('oaoony ... d.bi, .t}! I." to ..-r- 441 II>l8 uo I,m ... I.'" 
bank ill 1919 aad ill 'IU it 6t + :N4 III ... 1.- 1181 2,881 
~'ial'9U . 

! --- ~ 
~------

110 ..... ' .- - - 4 7U6 - 261 {- 9 1+ :II ~+ ... , 1+ +It 

I 
- 1,'" I. .... r-;;-I "oo.:! I..... ..-V.-e..-m. in debi' ., 1 191' 61 116 

bIlnkiD"-'h_ i 1m 61 119 - t" ... , 1,"'1 I - 1, ... ~I 0111 

lIoYelDMl' 
_. - + a - t7 1- 1 •• lt,... .. - I,:!II Ii- 570 - .,. 

'l"o".A.LB ... {' ,SI' t .. 4~ - "'I · .. m! I.'" i I.,"'" I 1I,Nt1 li!:rll 
I- t .. -- ;vi a,1H4l 1..IlIIt I Ia,till '14",11 ,;-... 

M 
I------~ -

110 ....... ' ... - _It - - ttl!:- 50 ,- .... ,+U12 ;+1,'" , 
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• 
12. These aggregated results show that for tht! 216 concerns taken a. 

a w,hole, c'overing 476 individuals in 1919 and 454 in 1923, the aggregate 
~apltal resources (business and private) amounted to over £251 millions 
18 1919 and to over £27t millions in 1923. Of th .... totals the buoin .... 
assets c?mpriseci 54 per cent. in 1919 and 48 per cent. in U;23. Concerns 
number18g 186 which were in eredit at the bank in 1919 (Group. I and II), 
llllproved their capital position by £2,198,000, of which £665 000 was 
shown as bU6iness assets and £1,543,000 is estimated as private ~Bsets. 

13. In 1919, the remaining 80 concerns were in debit at the hank 
(Groups III and IV), the total overdraft amounting to £2,467,000. The 
net bu.in ...... sets after deducting this liability amounted to £5,586,000, 
of which £2,868,000 represented investments and £518,000 land and 
buildings. In addition, the proprietors of these businesses poue898d 
private aasets totalling £8,867,000. By 1928, four years later, the posi. 
tion had changed considerably, not so much in respect of the total 
liability to the bank, as in respect of the magnitude of the business 
aseets: The net lia.bility to the bank had fallen from £2,467,000 to 
£1,789,000, that is, by £678,000; 29 concerns which formerly had a debit 
balance and latterly had & credit balance had improved their position 
by £705,000, while the other 51 concern., which were in debit in both 
years, had lost ground to tbe extent of £27,000. 

The net buoineeo aseeto of these 80 conoerns in 1923 had. fallen to 
£4,826,000 compared with £5,585,000, but on the other hand, the private 
.. sets of the partnera had increased from £3,867,000 to £4,846,000. A 
decrease of £1,209,000 in the business assets was thus largely nff-6et by 
an increase in the private assets of £989,000. But this summary givett 
a misleading impression 8S regards those 51 concerns which were in debit 
at the bank in both years (Group IV). In this group, the debt to the 
bank remained practieally unchanged at about £2 millions, but the 
business assets fell by nearly £11 millions, against which the aet-off for 
an increase in private assets amount to about £! million. 

14. ~n the foregoing calculations the business capital is calculated by 
reference to cost or money put in. This, of course, is not the S8l1lE1 as 
the current market value of the business. No material i.e available on 
which reliably to estimate this latter figure. All that can be said is tbat, 
on consideration of such general evidence 8& is available, the Board are 
inclined to think that tbe figur .. lie in the following region:-

11119 
1923 

.'. 

Trade Capital. 
On basi. of 

cost. 
(£000) 
13,882 
13,278 

APPElTDIX XX. 

On basis of 
market yalue~ 

(£000) 
26,000 
17,800 

ESTATE DUTY AND PRIVATE BUSINESSES. 

Not. btl tM Board 01 Inland Rev.Au •. 

1. It ,.,88 understood. at an early stage of the Committee'. enquiry that 
the borden of the death duties had been represented .. falling with 
particular severity upon the estates of perSODS who had been engaged 
in private business: in large estates of this kind the duties could only be 
met by raising bank loan. of Buch • magnitade ~ to be highly injuri ... 
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, 2 •. ~he validity of thiB cr!ticism of the d~lIth duties a.ppears to reBt 
im~IICl~1y ,:,pon ~e aasnmptlon thatt men WIth large private business .. 
ordInarIly Invest In them ~he whole, or by far the greater part, of their 
fortunes. In other words, It appea.l'8 to depend on the actual constitution 
of est~tes, a.nd, this being so, the Board undertook, at the desire of the 
CommIttee, to attempt a aa.mple analysis of estates which might throw 
light upon the question. 

3 .. Th~ Estate Duty. olfers ~o. exoeption to the rule that, in the daily 
apphcatlon of the rIgid prOVISlons of any statute, there will be found. 
Cllses involving 80me measure of hardship and lome degree of adverse 
~n5equencea, whichJ from the standpoint. of the individual, cannot be 
lightly regarded. As always, the crucial point iB the degree of prevalence 
of the evil oomplained of. 

4.. The Estate Duty records hne been investigated on the following 
linea. Affidavits and otber returnB rendered for purpo ... of the Estate 
Duty contain particulars which enable trade assets, and abaTeS in 
private oompaniee to be segregated. Statistics have been ex
tracted, for a period defined below, of aU e.tateR of a total net capital 
value .xoeedinl! £10,000 which inoluded trade aesats, elroept where these 
were confined tjo an interest in a. privilte firm, or holdings in a private 
joint stock company, of a value not exCHding £1,000. This COUI'S& was 
followed on the M8umption that, if a dec886ed person'. intl8rest in a 
private business (including in that term a business conducted by a private 
compauy) was restricted to 80 small a proportion of the total estate as 
£1,000 (out of a minimum of £10,000), then either the private busin_ 
Wft. not the main occupation of the deceased, or the burden of the 
Est ... Duty on his business intereats was negligible. The .. tatea included 
in the lamp Ie were the entire estatea of the individuals concerned i the 
invest~atiou extended to all .states in England and Wales complying 
with the couditions above which came before the Department in the 
tbree 11lOIltbs from 1.t January to the 31st March, 1922, the mOBt recent 
period for which reHable information was available. 

6. In the statistics which follow, the figures expressing values of assets 
of various' deaeriptious, amount of duty payable, &c., have been strictly 
confined to the appropriate actual tlgu",s relating to the free estate only. 
Thus no credit hAA been taken in" reckoning the buroeon of the duty for 
the existence of sottled u.u, which practically neVer include trade assets. 
Nor hR. credit been taken for the fact that on the d .. th of .. ponon 
int~rested in trade as a partner in a business there is commonl,. a liability 
resting upon the eu"iving: partnaM in the firm to payout in rPftdil, 
realisabl. form the capital TRine of the intel'Ollt of the d"""ased par'""r. 
Tbi. liability was a nlotter of established 118_ long before tbe first 
imposition of the E.~tate Dut,.. 

6. During the period taken 1.S4ll .. tatea of • nlue elL'08OCling £10,000 
came under the noti .... of the Department, and in 373 "" ... (27. per ..... t.) 
the estate included trade .... '" of the d...".iption. stated. The .pproxi
mate .~te net eoapital \"'alne of aU esta1lM iD. the sample amounted 
to £54.000.000· th.t of the estatea whi<-la included trade ..... 111 .mouoted 
to £22,000,000: or 41 per ("Pot. of the total. The distribatioD of the 
total nnmtJer of .. tates iodnded in the _1o, and of th~ Dum .... r 
including trade -to. acoordin& too the _I .... Io~ of the ............ .. 
follo ... :-
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TAlILB 1.-NumbeT 01 Estate •• ",ce.dinl1 £10,000 Net Oapita! Value ... 
Engltmd in the tMe. month& .nded 31st MaTch, 1922 and numbeT' 
01 ruch Estates 01 which Trode A .. ets 10Tmed a pari. ' 

Estates containing Trade ABoota, 

Range of Net Capital 
Caa defined in para. 4). 

Total Number 
Valae of Estate. of Estaies. Per cent. of, 

Number. Total Number 
in Range. 

£ £ Per cent. 
10,000-25,000 ... 828 209 25'2 
25,000-50,000 ... 308 89 28'9 
50,000-100,000 ... 128 37 28'9 

100,000-250,000 ... b6 25 44'6 
250,000-500,000 ... 12 7 58'3 
Ovor £500,0~0 ... ... 10 6 60'0 

Total ... ... 1,342 373 27'8 

7. The proportion of the number of estates including trade 88seta to 
the total number of estates increases steadily with the increase in the 
range of total value. Between £10,000 and £26,000 it is aa low as 26 per 
cent.; between £100,000 and £260,000 it atands at 45 per cent.; and in 
the highest range, of estates exceeding a value of £500,000, it haa riseD 
to 60 per oont. On the face of these figures, it seems aa if the elfect of 
the Estate Duty OD the preservation of a private business may be of 
very considerable importance, but it can only be determined by a. com
parison between the magnitude of the trade interest and that of the 
total capital resources, that is, of the value of the whole estate left 
by the deceased. 

8. Unfortunately, no simple analysia by reference to the amount of 
the private business interest is possible. Estate Duty is payable, broadly 
speaking, in the normal case of an individual who was domiciled in this. 
country, upon the net principal value of, all -the property which pasaea 
upon death, subject to the 8l[ooption that immovable property aituat& 
out of Great Britain, devolving 88 such, is not liable to duty in any 
circumstances. The net principal value of the property is represent;e(l 
by the aggregation of the principal values of all the itema of property, 
I ... the total deductions allowed in respect of debts, incumbranoes, &C. 
Debts are not, commonly speaking, earmarked to specifio uaeta, and in 
the present statistical investigation some diffioulty arises from this. 
fact. Values plaood upon trade _ represent gro .. values, except 
88 respects shares in partnerships, which are net. Trade debts are not. 
distinguished in compiling statistiaa of capital values. The only avail
able figures, therefore, for, trade assets are those shown OD the credit 
side of the estate, consisting of a composite total of the net value of 
any interest in a partnership, the groes value of ordinary trade 8IIIIeUI 
and the market value of any shares, &c., in private joint stock com
panies, within the limits stated above. This composite total is, for the 
sake of convenience, referred to subsequently 88 the II groI8 trade ueeta." 

9. The problem to be inveatigated is whather the &tate Duty payable 
in those cases in which part of the estate consists of a private bU8in~ 
i. of such weight" when viewed in the light of all the relevant ciream
stances, as to endanger the continuance of the bUDDesII or to render it. 
conduct much more difficult throngh the depletion of liquid capital. The 
tables appended, numbered 2 to 23, have been drawn up in orde1' to
throw as much light aa pOB8ible OD this question. 
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10. It haa already been shown by Table 1 above that the proportion 
of ~r&de c ...... mea concurrently with the increaee in the weight of the 
E.tate Duty. Table 2 BOta out the relation of the gr088 trade .... t. to 
tbe total net estate. Vertically. the 878 estotes including trade ..... ta 
are c1auified by referenoo to the net value of the whole estote. Bori. 
IIOntally. the number of theee estates in each range i. claaaified eccording 
to the peroentage of the net estate repreeented by the gross trade ..... ta. 
It will be borne in mind that lOme portion of any debts encumbering 
the gross eatote must be allocated to the trade .... ta. 80 that by baaing 
the percentages in question on the gr088 trade asaets, the relative 
importance of the trade assets in these cases is somewhat 8xaggera.ted. 
Out of the 878 estatea. no I ... than 885 (or 90 per oont.) are of a value 
not ""oeeding £100.000. In th... 885 estotea. the gro88 trade aaeeta 
constituted Dot more than half the net estate in 261 c..... <>r 78 per 
cent. of them all. In 24 c ..... (or 7 per cont. of the total) the gr088 trade 
.... ta ....,eedad 80 per 08nt. of the net estote. When attention is turned 
to estatea of a Det value between £100.000 and £260.000. it is found 
that there are 25 estatea including trade aseata out of 66 .. totea eampled. 
and that. of theoe 26 c...... only four include gross trade a888ta amount.. 
ing to more than half of the total estote. In the higher rangea. ovez. 
£250,000 in value. no _ were found in whioh the gross trade ..... ta 
_ded half of the total eatote. 

11. One of tbe nnavoidable dieadvantogea of tazation is that trie 
demand of the Stata is for oaah. In the case of the Estate Duty. when 
the deoeeead i. the IOle or part proprietor of a private buain.... this 
demand comes at a time when active earning power haa ceased. The 
extant of the command of the _te over readily realieahle reaouroes is 
therefore of DO slight importanoe when the burden of the duty is under 
ocnaideration. For this reaaon. an attempt haa been made to carry the 
preeent inveotigatiOll a etop further. in Tableo 8 to 9 appended, 
by c1aaaifying the .. tot .. in the sample token (0) by the total value 
of the net .. tate, (b) by the percentage relation of the gross trode aaeeta 
to the net estate. and (0) by the relation of the cash and liquid assets 
to the amount of Estate Duty payable. A .. parete table haa been p .... 
pared for each ranR" of estotea (Tabl .. 8 to 8), and aIao for all "tatea 
taken together (Table 9). In each table the percental!" relation of the 
II...... trade _III to the net eatete is shown horiJJOntally. and the 
relation of the cash and liqnid .... ta to the duty payable vertiea\Iy. 
Tbe number of eatetea f.lling within the vari ...... Ub-diriaiODl forma the 
basis of this analysis.. 'lhe description II cash and liquid assets II OOTen, 

the followins free and .. tt.led _to: - . 
Mone, in the ho ..... or at the bank, whether OD curren. or deposit 

acrount; 
Life insurance polil'i~ free or aettJed; 
Goftl'Dmen' and munic,ipal ~b; 
DebentUI'8ll, shares, etc_, iD companies, ududing holdings in 

prlV'ate join' stoc-k rompuiea C'1aasi6ed .. trade use.; 
Morte_ on real _to; 
MoneJ' out on bonds, bills, notea and oth.... """uriti .... 

II"'", and I ..... bold property have not been r<>garded as liquid -. 
a1thougb this rie. prejudi.... the burden of the Estato Duty ~iH-..u th~ 
trade .... to in estatea includinS ronaiderabl. in_to in land and 
buildin&e. 

I!I. Looting .t tho sample aft a .. hole. Table 9 shows that om of the 
878 _ in the ample. in onl. .. 2,( were the eash and liquid _lis iD
auftlc.ont to -' tho Eatete Du", payable. In IS of theee _ the 
_ trade _to ..... more th .... half the net _te. Po .... of tbeee 
13 c_ ..... in the ""- of _tea ~n £10,000 and £1l5,000; 
ei(lb' ..... in the _ from £lIS.OOO to £50,000. and the """';niD« .. _ 
.... In the ""- from £50.000 to £100,000. ,....... __ 1I5 __ ill 
the _pie of a value bet ...... £100,000 and £250,000, YIlidIOl" I ,ado 
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roughly with the range to which oon8iderabl~ importance has been 
attached from the business point of view. In four of those c .... (Table 6) 
the gross trade assets were more than half the net estate. In three of 
them, the oash and liquid usete were between two and three times the 
amount of the Estate Duty, and in the remaining case, such 88setS 
were between one and two times the amount of the duty. 

lao In the foregoing observationa, no account baa been taken of debts 
doo by the eatate. As already stated, this factor complicatea the problem, 
for it is not possible to allocate the debts, except upon very broad. lines, 
to the different categories of assets. An attempt has, however, been 
made to deal with the debts, in two ways. 

14. in the first instance, the debts have been regarded as strictly appor
tionable among all the assets, each description of B&Wt bearing its rateable 
share of the total debts of the estate. This method ignoree whatever 
degree of affinity may have existed between particular assets and debts, 
e.g., the fact that, on the one hand, the bulk of the debt. may be business 
debts strictly to be regarded as diminishing the trade assets, or, on the 
other hand) that they may be mainly incumbrances OD the real estate 
assets. The number of estates in the sample including trade aseets has 
.been tabulated (a) by range of total vo.Jne of net estate, (b) by the per
rentage relatiDn of the Det trade assets, so computed, to the total net 
"state, and (c) by the relation between th" net assets-.>xcluding the net 
trade asset&-aud the Estate Duty payable. The results are Bbown in 
1'abJeB 10 to 16 j 'I'ables 10 to 15 deal with the various ranges of values 
of estates, aDd Table 16 deals with all the estates as a whole. 

15. )'rom 'fable 16 it will be seen that out of the 373 cases in the sample, 
in 65 caaes (or 11 per cent.) the net trade assets comprised more than 
half of the total net estate. In the remaining 83 per cent. of the total 
number of estates in the sample, the net trade assets were lea than half 
the net estate. Out of these 65 estates, consisting mainly ot 1Irade assets, 
in the case of three only were the net non-trade B8Bets less than the 
Estate Duty payable. DiJlicnJty would doubtl.... have arisen heTe in 
preserving the private business untouched by the burden of the .Atate 
Duty.' 'l'he measure of the difficulty, viewing the whole field, is indicated 
hy the relation of these three cases to the tota.l of 373 estates including 
business assete, that i8 0·8 per cent., aud by their relatioD to the total 
number of estates covered by the investigation, viz .. ;: 1,34~, that is 0-22 
per cent. ' .,-

Nven if it is assumed tbat difticq.lty may arise in cues where the net 
non-trade assets are less than three times the Estate Duty payable, irrespec
tive of "the proportion of the total estate formed by the net trade aasettt, 
only 30 estatea out of the 373 (or 8 per cent.) an be brought within 
consideration. 

16. 'l'1lrning to the separate ranges of eatatea, it will be found that of 
the toree definite cases of hardship, two are in the range from £25,000 
to £'50,000, and one in the range from £50,000 to £100.000. There is no 
Buch case in the, higher ranges. Extending conaidera.tioD agai~ to the 
wlder fieJd in which the net non-trade nsseu are leq than three tImes the 
duty payable, the 30 cases concerned out. of the 373 estates tabulated are 
<h'3"tributed. in the following ranges of total value of estate, viz. :-

BMtge. No. 
43 43 

10,000 to 25,000 5 
25,000 50,000 12 
50,000 lOO,OOO 5 

100,000 2.';0,000 4 
250,000 500,000 1 
500,000 3 

17. Tbe inal tabulation appIi .. the moot ""acting _ of all. In thi. 
instaDce, the whole of the debts of the .. _ have been treatacl .. a 
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. eharge on the non .. trade assets, a.nd the gross trade assets, being thus freed 
from' all debt, have been preserved intact. As is to be expected, the 
bUrOOn of Estate Duty appear. mo"e formidable on the .. hypotheoe.. The 
estates inoluding trade assets have again been tabulated, by number, on 
D triple classmeation. viz.: (a) by the total value of the estate. (b) by the 
peroentage relation of the gross trade ""sets to the net ..tate. and (c) 
by the relation of the e:a::oesa of the net esta.te over the gross trade assets 
to the amount of Estate Duty payable. Table. 17 to 22 .how the result. 
for the various ranges of estates. and Table 28 hrings the whole of the 
ranges together. 

18. Even on this severe, and in fact unjustifiable, basis, out of the 
3iS cases including tra.de ..... ts. Table 23 show. that in only 12 estates 
were the non-tra.de assets (after deduction of the whole of the debts) 
insuffioient to meet the Estate Duty payable on the whole estate. In 
e.ch of these os.... the gr088 value of the trade aooets either closely 
,""proached or 81Ceeded the net value of the entire net estate. Of these 
12 estates. eight were in the r&nge from £10.000 to £25.000. two in the 
range from £25.000 to £50.000. one in the range from £50.000 to £100.000. 
and one in the £100.000 to £250.000 range. In other words. 3·2 per 
oen'. of the 373 eat.tes including tra.de aaoets. or 0·89 per cent. out of 
the total number of 1,842 estates examined, were cases in which the 
burden of the Estate Duty may have been a cam~e of serious diffi('ulty 
when viewed from the special standpoint of preaerving intact the whole 
of the gr_ trade ...... ts. any tra.de debts being regarded as a charge on 
the pNvate aaets. 

19. The Board are very aensible of the feet that the most laborious 
atatiaticai uamination of a problem of this description oannot pretend 
to give & full picture of the real meaaure of hardship in oases where 
hardship occur.. Nor.in the ininite variety of human circumstances 
can such an investigation take aooount of the aloae int:.enelationa which 
must often uist between the employment of the various 8888W comprising 
one man'. resources. It baa been necessary in this investiltation to draw 
di.tinctions be_n tra.de and private .... te. and in individual ....
tbis hard and fast line may obacu ... and distort the true facta when 
.. owed as a whole. Such dofecte are unavoidable. But making every 
consideration for abllOl"malitiee of this kind, it ill suggested that, viewed 
broadly. the burden of the Estate Duty does not appear to be • maior 
factor tending towarda the disinu.gration of pri.,.ate hu-i- ~ whether 
oarried on by acle or partnerahip tradera, or through the medium of It. 
llrh·.te joint stock oompany. 

TABLa t.-7Ndo AI"". R.lGIio" '" Tolal NfII &141 •• 
------- -_.- r----

Rantre of Net 
CapiW Val .... 

of Eala .. 

Nom"" of £ela_ 
, Peroanlage of the Tala! !M Ealale Npneenled by Trade A.ola (Groea). 

!N,E.11O'1:.1IO'1\30'lil40·1150·,I.60·1 70'1;80'1 9O'I;o-I T • 
. 10', -l!O -30,40 -00: -60 I -70 -$0 t -90 -l°Oi 100 I otel 

-10-.00"'1 1()..-2-5~-0(-JO-: -0-6)--~-2--"-l!-8-:-· -
82
-i--

1
-• ..,....· -7--"-10--+-8 -'-, -5-1"-,--1-

7
- -~ 

l!b,Il(~,IlIlO ,27 IS IS 6 5 6 6 5! 9 Iii I 89 
bO,'MI-IOO,OIlO 9 5 I . 6. • 2,' - - I 37 

100.00'1-$0,000 1\ liS 4 - :I I -' - ,1 25 
!hll.OoIO-f>OO,OOO _64_1_1 1 I -_ I - - - , - I - - 7 

o;::.~.~, lIS ~ 46 ·-«-1-lIO-I-1-7-I-n : ; It I s Lo s~ 
PIIR ""N" •• ,., 30 17 I! I 12 8 • I 6 I 4 S. I . 5 100 
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TABLE a,-Relation of Gro .. Ca," and Liquid A .. et; 16 amounl of E,lat. Duly, 
Ranq. £10,000 to £25,000, 

Number of C88e8 Number of cas .. in whicb tbe Trade A .. et. (GroBS) bear a percenta. 
in wbicb tbe Caoh relation to the total Net Estate of:-
and Liquid As .. t. 

(Gross) are a 
multiple of the N,E, 10'1 20'1 30'1 40'1 50'1 60'1 70'1 80'1 90'1 Over 

E,D, payable of :- 10 -20 -30 -40 -50 -60 -70 -80 -90 -100 100 

, 
Up to 1 2 2 - 4 - 1 - 1 I ~ - 1 

1'1- 2 1 - 2 3 1 - 1 1 1 1 
2'1- 3 - 1 - 1 4 1 2 1 - 1 
3'1- 4 - 1 - 1 1 - - 3 - - 1 
4'1- 5 1 - - 1 - - 1 1 - - -
5'1- 6 3 2 2 1 2 - 1 - - - -
6'1- 7 - 1 2 6 - 1 5 - - - -
7'1- 8 - 4 3 2 1 3 - - - - -
8'1- 9 6 1 a 2 1 - - - - - -
9'1-10 5 4 6 3 3 - - 1 - 1 2 

Over 10 38 26 10 8 1 1 - - - - 1 -. --r-;s ----17 TOTAL .. , 56 42 32 14 10 8 3 2 7 
-----

TABLE 4,-'-Relation of Gro .. Cas" and Liquid A.,." 16 a",oum of E,lau Dull/, 

Rang. £25,000 16 £50,000, 

Up to 1 
1'1- 2 
2'1- 3 
3'1- 4 
4'1- 5 
5'1- 6 
6'1- 7 
7'1- 8 
8'1- 9 
_9'1-10 

Over 10 

TOTAL 

TABLE 5,-Relation of Gr ... Cas" and Liquid A,w,l6 amo.nI .f E,IaU Dutll_ 
Ranq, £50 000 to £ 1 00,000 . . 

1 
1 Up to 1 - - - - - - - 1- - -

1'1- 2 - ] - 1 ,- - - j 1 - - -
2'1- 3 1 - - 1 1 2 3 1 - - -
3'1- 4 2 1 1 -- 2 2 1 - - - -
4<"1- 5 - I - 2 2 - - - - - -
5'1- 6 1 - - - - - - - - - -
6'1- 7 2 1 

1 -- - - - - 1= - -
7'1- 8 2 1 - i - 1 - - - - -
8'1- 9 1 - 1 

1= - - - ! - - - - 1 
9'1-10 - - - - - - 1 - - - -

Over 10 - - - - - !- - - -1- I 

Tal 

-1 
12 I' 11 

J 
:~ 
1. 

Jl 
20) 

1 
3 
9 
9 
5 
1 
3 
4 
2 

-
-

I 41 --, 
TOTAL .. , 9 5 ~ I 4 6 , 2 - - 1 31 

: 
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TABLB 6.-R.lali ... 01 Gro .. 0",10 and Liquid A .. ", 10 amoum 01 EBlato Duly. , 
Rang. £100,000 10 £250,000. 

r------~ .. -----~-
Number of 0 .... 

in whioh the Oash 
Number of ..... in whioh' the Trode A ... tI (Gro .. ) bear a percentage 

relation to the total Net E.tate of :-
and Liquid A ... II

1 
__ ,-_,--_,--_.,-_,-_,--_.,-_,-_,-_,-_,-_ 

(Grc .. ) are a I 
multipleofihe N.E. 10'1 20'1 80'1 40'] 

E.D. payablo of:- 10 -20 -80 -40 1-60 
50'1 60'1 70'1 80'1 90'1 Over Total 
-60 -70 -80 -90 -100 100 

Uf 10 I 
'1- I 

2'1- 8 
8'1- 4 
4'1- 6 
6'1- 6 
6'1- 7 
7'1- 8 
8'1- 9 
9'1-10 

0_ 10 

2 

8 
6 
I 

I 

2 

I 
I 

I 

2 
2 

2 
1 

- !
= 11 

2 
7 
4 
8 
8 
6 
I 

TOTAL 
-+--+-+--I--I--f--l--l--I--l-- --- I I 26 11 I 8 2 1 

TABU 7.-Belation of Gt-ou Oa"'. and Liauid Au." fo A""""" 01 
E.faf. Dufl/. 

Rang. :£260,000 fo :£500,000. 

iNumber of ..... in which Ihe Trado A ... te 
Number of _ iu which Ih. (Groeo) bear a r. ...... relation 10 

Ouh and Liquid Aeeete (Groeo) are a Iho Iotal 0' Eltate of :-

mult.ipl. of th. IIl.D. payable of :-
N.E·IIO'I 120'1 I SO'I /40'1 ITotal. 

10 -20 -80 -40 -60° 

Uf 10 1 ... ." ... - - - - - -
'1- II ... . .. ... - - - - - -

2.1- 8 ... ... ... II - 1 - 1 4 
8'1- 4 ... ... ... I I - - - II 
"1- 6 ... ... . .. \ 1 - - - - 1 
6'1- 6 ... ... 

"'1 
- - - - - -

6'1~ 7 ... ... .... - - - - - -
7'1- 8 ... ... n. - - - - - -
8'1- 9 ... . .. 

:::~ 
- - - - I -

9'1-10 ... ... - - - - I -
0_ 10 ... ... 

::: : I 
- - - - I -

>-
TOTAL 1 1 1 

, 
7 ... ... - I 

·IDDO __ .... _ ... __ biP ...... 60. 
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TABLR S.-Relat; ... 0/ GTo .. Ca." and Liquid A ... ts to Amownt 0/ 
E.tat. Duty. 

Range £500,000 and over. 

In none of the six estates in this range do the Trade Anets (Groos) bear 
a percentage relation to the total net estate exceeding 10. 

The Cash and Liquid Aasets (Gross) are multiples of the Estate Duty 
payable, 88 follows:-

Up to 1 1 
1-1 " 2 
2·1 " 3 a 
II-! " 4 2 

Total 6 

T ABLB 9.-Relation of (Jron Ca," and Liquid iiB •• 1I to amOWll of E.lal. Dul1/. 

All Rang ... 

Number of cattell in Number of ..... in which the Trade Aneta (Gron) bear a percentage 
which 'he Cash relation ta 'he tatal Not Estate of :-

and Liquid Assets 
(Oro88) are a 

. multiple of the N.~;. 10'1 20'1 30'1,40'1 50'1 60'11 70'1 80'1 90'1 OYer 
To~ E.D. payable of:- 10 -20 -30 -40 : -50 -60 -70 -80 -90 -100 100 

i 

I ! , 
Up ta 1 4 2 1 4 Ii 1 2 1 5, 1 I S 24 

1'1- 2 1 2 2 /; - I 3 /; I 1 22 
2'1- 3 7 2 2 4 9, 3 8 4 2 - 2 43 
3'1- " 7 4 2 1 61 3 2 4 - - I 29 
4'1- /; 4 3 1 6 4 2 3 I - - - 23 

,5'1- 6 9 3 3 2 4 1 1 - - -I - 23 
6'1- 7 10 /; 3 8 - 3 6 - -i -, - 34 
7'1- 8 /; 6 7 2 2 3 - - - _. - 25 
8'1- 9 11 4 7 2 1 -. - - - _I - 25 
9'1-10 12 6 7 3 3 - I - 1 - ~I 2 35 

Over 10 43 26 10 8 1 1 - - - 1 90 
f---- --- --

TOTAL ... 113 63 45 44 30 17 22 14 12 ! 31 10 378 
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TARLB HI. .... Rol.mo.. 01 N., A ... II (Euluding Trade A .. oII) ID AmDUnl 01 Ella,., Duli/. 
Rang. £ 10.000 10 £25,000. 

Number of ...... in Number of ...... in whioh the Trade A ... t. (Net) beer a 
which the Net A .. eta, peroontage relation to the lolal Net E.tate of:-

otber Iban Trade 
Aneta, are .. multiple 

10'1120'1 70'llso'l :90'11 ot E. D. payable N.E. SO'1 40'1 60'1 60'1 
of:- 10 -20 I -80 -40 -50 -60 -70 -SO : -90 1-100 i Total. 

I ' • I 
I 

Up to 1 I - - - - - - - - - 1- -
1'1- 2 - - - - - - - - 1 • 1 2 
2'1- 8 - - - - - - - 1 2 I- S 
3'1- 4 - - - - - - - - - '- -
4'1- 5 - . ' - - - - 2 1 - - 3 
0'1- n - - - 1= - - :1 1 - - 4 
6'1- 7 - - - - 1 10 - - - It 
7'1- 8 - - 1 - 8 1 1 - - - 6 
8'1- 9 - - - 1 2 4 - - - - 7 
9'1-10 - - - 6 6 - - - - - 12 

O.er 10 57 48 27 23 6 - - - - 1- 161 
-------- --1-------;-1-1-

--
TOTAL ... 67 48 28 80 17 I 6 16 3 209 

TARU It.-R,Ia,iON '1/ No! 4 •• '" (Ealcludiflg Trade A ••• II) ID A .. ounl.' E,la,., Duly. 

o 1 
- 2 

Upt 
1'1 
2'1 
8'1 
~'1 
6'1 
6'1 
7'1 
8'1 
9'1 

Over 

- 8 - , 
- 5 
- 6 
- 7 
- 8 
- 9 
-10 

10 

To 1'4L 

1 -
i 
--

I -
I --
I --

-
10 
IU 

--
••. I 29 

Rung. £25,000 ID £60,000. 

: - - - - -- - - - i -
- - - 1 -

i - - - - -- - - - 8 , , 
1 - - - I - - 8 2 -- 1 - _I -, 

S , 2 -, -
8 5 - =1 -
9 - - i -

15 10 6 7 , , 

I 
2 2 - - 51 - - - 5 

- 4 
_. , - 5 

3 2 ~I - 5 
8 - - 6 
- - =1 - 5 
- - - 5 
- -

I 
- 1 

- - - 9 
- - - 18 
- - I - 28' 

I 
i 

6 6 5 ! II 89 
. , 

TABL. 1:i.-Ro/aIioa '1/ Nfl A_ (Emodia, Trade A_) 104 __ 0/ &/..,. Dwy. 

n-,. £50.000 ID £100.000. • 

Up to I I - - - - - - - - - 1 1 
1'1- II - - - - - - -i - : - - -
2'1- 8 - - - - - 1 S , - - - ~ 
8'1- , - - - - - 8 1 I - - - , 
"1- 6' - - - - 5 - - , - - - 6 
6'1- 6 - - - 6 ~I - -' - ~ - 6 
11'1- 7 - 1 I - ! - - - - - t 
7'1- 8 6 2 1 - - I - - - - - 8 
8'1- 9 6 - - - - - - - - - 6 
9'1-10 - - - - 1 I - - - - - 1 , 

Over 10 - - - - - i - - - - - -
r--

I 7 I , • I S7 TOTAL ... II 8 II 5 - -, 
I --
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TABLE 13.-R.lalion of Ad, A •• .". (FAdooing Trado A .... 18) 10 Ammmlof B.III" D 

Rang. £100,000 10 £250,000. 

Number of cases in -
wbicb tbe Net A,"eta, 

otber tban Trade 

Number of...- in wbicb the Trade AstIeto (Net) beer a 
peroentage relation to tbe totsl Net Eatate of :-

Aueta, are a multiple 
of E.D. payable 

-

N.E. 10'1 20'1 30'1 40'1 50'1 60'1 70'1 80'1 90'1 T of:- 10 -20 -30 -40 -50 -60 -70 -80 -90 -100 

Up to 1 - - - - - - - - - -
1'1- 2 - - - - - - - 1 - -
2'1- 3 - - - - - 1 2 - - -3'1- 4 - - - - 4 - - - - -
4'1- 5 - 1 - 3 - - - - - -
5'1- 6 3 2 - - - - - - - -
6'1- 7 6 - - - - - - - - -
7'1- 8 2 - - - - - - - - -
8'1- 9 - - - - - - - - - -
9'1-10 - - - - - - - - - -

Over 10 - - - - - - - - - ----TOTAL ... 11 3 - 3 4 1 2 1 - -

TABU 14.-Relalio" 0/ Net A ... to (."",/udi"l1 Trade A ... tI) to a""' .... t 
0/ Estat. Dutil. 

Range £250,000 to £500,000. 

Number of ...... in wbiob tbe Trade Auoto 
Number of cases in which (Net) beer a ~ntage ... Iation to ibe 
tbe Net AstIete, otber tban . totel < et Eatste of :-
Trade ABaete, .... a multi-

'20'11 30'( /40'1 1 50 '( IT tel pie of E.D. payable of :-. N.E.!IO'1 
10 -20 -30 -40 -50 -50 o. 

Up to 1 .. , ... - - - - - - -
1'1- 2 ... ... - - - - - - -
2'1- 3 ... ... - - - - 1 - 1 
3'1- 4 .. , ... 2 1 1 - - - 4 
4'1- 5 2 - 2 ... ... - - - - -
5'1- 6 ... , ... - - - - - - -
6'1- 7 .. , .. , 

] 
- - - - - -

7'1- 8 ... ... - - - - - -
8'1- 9 ... ... - - -"- - - -
9'1-10 ... - - - - - -.~. 

Over 10 ... ... - - - - - -
I 

~ t-;-:rOTA" ... ... 1 1 - 1 -
I 

l 



APPENDIX XX. 157 

:;J,'~I!LII lS.-Belatio .. 01 Net A, ... ts (e.,eluding Trade ,los.ta) to amount 
0/ E.tate Dutil. 

Bangt. £500,000 and over. 

I .. 210M of 1Ihe six est .. te& in thia range do the Trade .Asseto (Net) b..... 
" percentage relation to th& total Net Estate exoeeding 10. 

The Net A_to (excluding Trade A ... te) .. re multiplee of the Estate 
Duty payable, ... follows:-

Up to 2 
2·1 .. 8 
8·1 " , 

Total 

3 
3 

6 

T4BLB 16. Relation qf N" ", .. m (_lading 2\oaM "'_) 10 a_ 01 E,IaI. Duly. 

'" /I Range •. 

Number of ...... in Number of ...... in which the Trade Asests (N~ hear a 

"hi.h the Net Asseto, 
psroentoge relation to tho totol Net Estate :-

other than Trade 
Aueg, are a multiple N.E. 10'1 20'1 30'1 40'1 50'1 60'1 70'1 80'1 90'1 Total. of E.D. payable of:- 10 -20 -110 -40 -60 -60 -70 -110 -90 -100 

Up to 1 - - - - - - - - - 3 S 
1'1- 2 - - - - - - - 1 6 I 8 
2'1- S S - - - 2 2 5 6 2 - 19 
8'1- 4 6 1 1 - 4 S , 2 - - 20 
4'1- 6 2 1 - S 6 S 5 1 - - 20 
6'1- 6 S 2 - 6 6 1 S 1 - - 20 
6'1- 7 6 I 1 S 2 1 10 - - - 24 
7'1- 8 7 2 3 - S 1 1 - =1 - 17 
8'1- 9 6 8 4 S 2 4 - - - 22 
9'1-10 10 8 6 6 7 - - - =1 - 81 

0_10 76 67 27 28 6 - - - - 189 

TOTUo ... 118 70 41 4S 56 16 28 10 8 I f 873 
I , 
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TABLE 17,-Relation of Net A .. el. (ezcluding 7rOO. A ... t.) 10 EII.'e DUIII 'all debts 
being charged against ABsets other than 7 rack ABlees. ' 

Ran ,e £10,000 to £25,oon, 

Number of CllAes in Number of easel in w~ich the Trade .Assets (Gross) bear a. percenta, 
which Net Estate relatlOQ to the total Not E.tate of :-

minuB Gross Trade A •• et. isa mUltiple -l--r--;--'/---'--r'--'--'--'-"-'-- .. _
ofE,D,payable N,E 10'1 20'1,30'1 40'1 50'1 60'1 70'1 80'1 90'1 Over T 

of:- 111 -~O -~o -40 -5() -60 -70 -SO -90 -100 100 oD ., 
Up to I 
1'1- 2 
2'1- 3 
3'1- 4 
4'1- 5 
5'1- 6 
6'1- 7 
7'1- 8 
8'1- 9 
9,1-10 
Ov~r 10 

TOTAl. 

I -I - - - - - - - - 1 7 ~ 
1 ------- I 1-~' 

I 
-_ -- - - - - - I 1 - -
------ 31--- j-_I'- --- 3--- 3 

- ---41---5 
- --- 2 3---- 5 
- - -'I - 1 2 3 - - - - 6, 

. - - -I 3 1 3, - - - - - ~ 

I 56 42 28 2!~, _ _. - -'--=- 159 

.. ,' 66 42 28. 32 141 7 10 81 II 2 i 7 I 209 
1 , , 

TABLE l8,-Relation of Ne' A ... ts «..,zuding Trade A ... ,.) 10 Ell",. DulU, all d.<b,. 
being charged again.' A.,1et. o~h~ than T,·atk ABBe". 

Range £25.000 to £50,()O(), 
._---

I _I ! -I I 
Up to 1 - , - - - - - - I 1 2 
1'1- 2 - - ,I -

1 =! - - - - 7 - - 7 
2'1- 3 I 2 

, 
3 - - - - - - - : -

9'1- 4 - , 
- - - - - 4 2 - - - 6 , I 

4'1- 5 - - - ! - - 4 2 - - - , - 6 
5'1- 6 - - - - 4 2 - - - - : - 6 
6'1- 7 - - - 3 1 - - - , - - 4 

1 
, 

7'1- 8 - - 2 - - - - - - , - , - 2 
8'1- 9 - 4 4 2 - - - - - - , - 10 , -I - -9'1-10 8 3 7, - -g - 18 

Over 10 19· 6 - - 1 - __ - - - - - 25 
1-:------ 8 -9-

'
-1-'-1-

TOTA.L .. , 27 131 13 5 I 5 I 6 6 
1 

89 

TAlILB 19,-Relalion of Net A""", Ce..,z.ding 1rad.< A""",) 10 E,la,. DulV, 011 deb,. 
being charged aga''''' Ana. otlur tha" Trad. All". 

Range £50,000 10 £100,000, 
- -- _.- . -.----

Up to 1 I =1 
I 

1 1 - - - - - - - 1 - -
1'1- 2 - - - - - - - , - - - -
2'1- 9 2 : 2 4 - - - - - -

1 

- - -
9'1- 4 - - - - 1 4 2 - - - - 7 
4'1- 5 - - - - 3 - - : - - - - 8 
5'1- 6 - - 1 4 I - - - - - - 6 
6'1- 7 - 3 I - - - - - -

=~* 
7'1- 8 4 2 - - - - - - -
8'1- 9 5 - - - - - - - - -, - b 
9'1-10 - - - - 1 - - - - -I - I Over 10 

~f. 
.- - - -

-0 -'-1--1-1 1 87 TOTA.L .. , 2 4 4 41 2 -
------
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TABLE 20.-R,latiOfl qf Nel iI"," (e""luding Trade iI ... ,.) 10 Ellal. Duty, aU del.,. 
bring charged again.' A ... t. other than Trade iI"., •. 

Rang. £100,000 to £250,000. 

k~~berof O8.IIeliu 
wbioh Net E.,.to 

Number of """". in wbicb tbe Trod. As.et. (GrolB) be.r a percentage 
relatiol1 to tbe total N.t E.t.to of :-

minU8 GrOBI Trade 
AlIOto i. a mulliple 

of E.D. payable N.E. 10'1 20'\ SO'I 40'1 50'\ 60'1 70'1 80'\ 90'1 Over Total. of:- 10 -20 -SO -40 -50 -611 -70 -SO· -90 -100 100 

~I 
! 

Up to 1 - - - - - - - - - \ 1 
1'1- 2 - - - - - - 1 1 -I -' - 2 
2'1- 8 - - - - 1 - 1 - -I - - 2 
8'1- 4, - =1 - - 8 - - - - - - 8 
4'1- 5 - 1 9 - - - - - - - 4 
0'1- 6 9 2 - - - - - - - - - 5 
6'1- 7 6 - - - - - - - - - - 6 
7'1- 8 2 - - - - - !... - - - - 2 
8'1- 9 - - - - - - - - - -: - -
9'1-10 - - - - - - - - =1 - - -

O .. r 10 - - - - - -I - - -I - -
1----8'" r-I , 

TOTAL ... 11 21 1 4 2 1 -, - 1 26 
, 

TABLlI 9l.-Belolio" 0/ Not A ... " (e ... ludmg Trode A .. eta) to Bd .. !. 
Dutil, aU deb" being .""rg.d aga; .... ! A ... " olher lhat> Trad. A ... ". 

liang. £250,000 to £000.000. 

Number of ..... in wbich tho Trad. A ... to 
Number of co ... in which Not (Grooo) boar • J:;,rcoBtage relation to tho toSal 

Eoto. minua G,..,. Trode . e' Eo .... of :-
A ... to Ia • multto of E.D. 

pay.ble 0:- • 
N.E.!IO'1 Il!O'l I SO'I 40'1 1 60 '1 ! Tolal 

10 -20 -SO -10 -611 -60 • 
! 

Up to 1 .. , ... - - - - I - - -
1'1- I . - - - - - -... ... -
"1- S ... ... - - - - 1 .. 1 
8'1- , ... ... I 1 I - - , - 4 
,.\- 6 ... " . I - - - - 1 - II 
6'1- • ... ... - - - - - I - -
6'1- T ... ... - - - - - - -
7'\- 8 ... ... - - - - - - -
8'1- 9 ... ... - - - - - ! - I -
9'1-10 ... .. - - - - - - -

0_10 ... ... - - - - - I - I -
TorAL , I I I - 1 I , - ; T ... . .. , , 
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TABLE 22.-Relation 0/ Net A .. et. (."elading Trad. A ... t.) to E.lat. 
Duty, all debt. being charged agai",t A .. et. otli.r than Trad. A"d •. 

Rang. £500,000 and o~er. 

In none <>f the six eetatea in this range do th& Trade Assets (Grosa} 
,bear a percentage relation to ;,],.. total Net l!lJtate cooecHng 10. 

The net estate, minus gross trade assets, is a mUltiple of the Estate 
Duty pay.,ble aa follows: - ' 

Up to 2 
2·1 " 3 
8·] " 4 

Total 

.... 
3 
3 

6 

TA.BLB 23.-R.la'ion of NetA"el8 (_lading Trade A"el8) 10 E.late Dwy, all deb,. beinJ 
charged again.' AlB." .,,..,. tha .. Trade .A"el8. • 

• 
All Rang ... 

, 
Nnmber of ...... ' I Number of ..... in which the Trade Asaeto (GrollO) hear a peroentag. 

relation to the tola! Net Estate of:-in which Net 
EstateminuaGr088

j 

Trade AsaetB is 
a multiple of E.D. N.E. 10'1 20'1 30'1 40'1 50'1/60'1/70'1 80'1/90'1 Over 

To~ payable of :- 10. -'20 -30 -40 -50 -60 -70 -60 -90 -100 100 

Up to 1 
i 

- - - - - - - - - 2 10 1 
1'1- 2 - - - - - - 1 1 8 1 - 1 
2'1- 3 3 - - - 2 - 3 4 3 - - ~ 3'1- 4 5 1 1 - 4 4 6 5 1 - -
4'1- 5 2 - 1 3 3 4 2 3 - -

I 
1 

5'1- 6 3 2 1 4 5 2 4 1 - - 2 
6'1- 7 6 3 1 3 1 2 3 - - - 19) 
7'1- 8 6 2 2 - 1 2 3 - - - =1 ~ 8'1- 9 5 4 4 5 1 3 - - - -
9'1-10 8 3 7 5 4 27j - - - - - -

Over 10 75 48 28 24 9 - - - - - - I 184; 

TOTAL 30 12 I 
1--:-

10, 373. ... 113 63 45 44 17 22 14 3 , 

APPENDIX XXI. 

PROSPECTIVE INCREASE OF POPULATION IN GREA'l' 
BRITAIN, 1926-41. 

Note by the Committee. 
1. GiYing evidenoe before UB on the lat October, 1924, Prof .... r Bowley 

provided two alternam.ve estimAtes relating to proapectiv~ changea, up 
to 1931 and 19011, in the population of Great Britain over the age of 15. 
The first estimate was on the basis of death-ratea .. in 1910-12, no allo .... 
anoe being made f .... emigr .. tion. (For the PurpoBeB of the age-gronp 
11>-20 in '1941, the annu .. l average of birtha 1921-23 .... aMUmod to equal 
the average 1921-26.) (E. i .. C., 4). The -.ond esti_te w .. on a hea;' 
averaging this hypotheaiB with the hypotheois of death-ratea and emigra-
tion .. in 1901-11 (E. in C., 5). ' 

• 
! 
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2. We did not .... gard the hypothesi. at the basis of either es1>imate 
aa conolusive. A. regard d .... th-rates. the average mortality for 1901-11 
~a. very much higher. and that for 1910-12 subetantially higher. than 
It haa been in recent year.. A. regards emigration. it appeared tha, 
tor the years 1921-24 the average ... aa higher. not lower. than in 1001-11. 
We therefo .... took atep. to p .... pare an independent estimate 011 the 
following baai.:-

(1) Death-rat.. as in 1928: th .... are the lowest reoorded. but in 
the Regiatrar-General'. opinion the rates, can hardly fail to go still 
lower : 

(a) Emigration at a figure paying regard to the record of racent 
yearl. and also taking some account of the history of the whole 
period from, 1871 to 1921. 

8. We do not propoee to diecuaa the estimates given before u. by 
Prof....,.. Bowley. as he hi_If has ain08 puhliohed Iigu.......-in the Ma .... 
ch.at ... Guardia .. of the 9tb November. 1925-based on the average death
raw of 1921-23. These later figures, 80 far 8S they oover the same ground, 
do not diifer widely from our own results, but we have taken five-yearly 
period. inatead of 100yearly. hetween 1921 and" 1941. and we think th ... 
are much more illuminating, since the rate of increase in the population 
i. diminishing: very notably; thus the average increase for the whole 
decennium 1921-81 il oonaiderably higher than that for 19"J6.8I.. aDd tbe 
avernge for 1981-41 thAII that for 1986-41. Throughout we are indebted 
to the Regi.tr .... Gen.r ... for the .alculatioDl leading to the figures whioh 
we ahow. 

4. From the pasaenger figures end luch other record. 88 are availabl •• 
it ia estimated that there waa an average n.t emigration from G .... at 
Britain alone for 19.1-.5 of 93,000 persona per annum; in view, however, 
of the date being inoomplete. the estimate maa. be regarded 88 liable to 
a very ooDsiderable mlU'gin of:anor. 

Th. oompoeition of the 93.000 ia as follows:-

Under 15 
0..... 16 

Male5. 
.•• 10,000 
•.. 43.000 

,.rnaI ... 
1.000 

33.000 

5. If the hypotheaaa be taken (i) that the preeent d ... th_ will oon
tinue un&lt&red till 191.1 «f. pa..... 8) end (ii) that em;gr&tioa .. ill 
throullhout be &, the rate of 93.000 per &DDum. the:r lead to the following 
figureo of ... emg. 0 .... "'" iftcreao. for .....,....... "'""1lO'........ ito tAo 
populoli"" of GNat Bnt~ of 01/81 Uo66:-

(1) GtwI ."_ ....... "'" ""'" .... (b_,or. ollotro ... for .... _li""). 
P.......... Jlolu. J'noala. 

Between 1991 and 1928 85ll.ooo 180,000 1711,000 
260.000 134.000 1lI6,000 
133.000 74.000 69,000 
98,000 61.000 87.000 

.. 19116.. 1981 
u 1931 n 1988 
It 1938 u lNt 

(2) Not ...... , •• ouwal '- (o/t. aIIo ..... far ...,,;.m.. ., 
118.000 .. _). 

Be_ 1928 end 1931 
.. ISSl .. 1938 
.. 18$8.. I1Ml -

JI~ ... 
91.000 
lI6,OOO 
8,000 

, ......... 
93,000 
23,000 

-,000 ,. 
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If it be a .. umed" that the future proportion. of occupied ~ total pOPll~ 
lation will correspond with thoee of the 1911 or 1921 Cen.u ............ bout 98 
per cent. of mal.. and 37 per cent. of females, the following lignreo are 
obtained for occupied population:-

(3) Net ""erage ~ meTea.. 01 oc ... pied population (alter allowanc. 
for total .migratirm 01 93,000 per <mM£m). 

Between .. .. 
1926 and 1931 
1931 .. 1936 
1936 .. 1941 

Pm-SOft •• 
121,000 
34,000 

7,000 

Male •• 
87,000 
26,000 

8,000 

Female •. 
34,000 
9,000 

-1,000 

6. The year. 1921-25 are of cou..... a short period on which to bace any 
emigration forecast, the more 80 88 the figures for the last five interoenaai 
period. show. a striking tack of continuity:-

1871-1881 26,700 per annum. 
1881-1891 81,800.. .. 
1891-1901 12,200" " 
1901-1911 76,800.. .. 
1911-1921 85,900.. .. 

The average emigration over the whole 50 years 1871-1921 W81 

approxianawly 56,000 per annum.. H this rate were substituted for the 
recent rate of 93,000 per annum, the figures of net increase of populatioD 
would beoome:-

(a) Net ""erage amwal mcreae. (alter allowance for total emigratiun 
01 66,000 PM' """"",). 

Between 1926 and 1931 
.. 1931" 1936 
.. 1936 .. 1941 

PM"OfU. 
214,000 
82,000 
42,000 

Male •. 
108,000· 
46,000 
29,000 

Femal ... 
106,000 
37,000 
13,000 

(b) Net average """""I i ..... ea.e Of occupied population (alter allowance 
, \ lor emigration at 66,000 per """"",). 

Between 1926 and 1931 
" 1931.. 1936 
u 1936 u 19U 

Pe.,.,on •. 
144,000 
68,000 
34,000 

Male •• 
104,000 

43,000 
28,000 

Female,. 
40,000 
16,000 
6,000 

7. In speculating as to the near future,· we cannot ignore the question 
how emigration is affected by trade prosperity or depreaaion. Profeaaor 
Bowley said that he preeu:med .. that emigration i.o ""Pid DO .. owing to 
the difficulty of getting work and of getting hoUBOB, and i.o delinitelJo 
&Bsociated with the growth of population." (Q. 3630.) Mr. A. W. Flus 
takes a different view. U I should like to emphasise," he writes. ., the 
general conclusion derivable from the study of pauenger records OVeI' a 

• The Yanous f&eto~ appear to be too little ImowD to juatify refideDient on thiI 
auumptioD. Of the 68 per cent. women uaumed to be uemP.1oyed, the bulk would be 
married women with honaehold duti. who wowd not be available in any bat utreme 
0ir011Dl8tanoo" There a.re, of oonne, many minor inftUDoei which may &eDd M any am. 
to mile or lower the proportion of IIllemploye~ --!1.-

(1) Earlier retirement owing to ava.ilability of penBODI may tend to reduoe maa 
power and 110 lead to the abeorption of. higher peroenNop a' the .rlier .... 

(2) On the other hand ift .. aeeJM nuoDablellower monality.' laMI' 81M may meaD. 
increued TiuJity at ~oae agee, men may aoi be 10 williDl to throw up emploJIDU' 
Ita ~e aalm of • peuiOD mach .tmaller t.han tbeir pay. 

(8) Again U.e a:tenJion of ed.ocational faoiliu. leading to the ooatinuadoa of 
IIt1ldi. aDd technical tnining into ~. 16-66 age period mIlA meu lOme ndootioa ill 
the proportion of fuU..t;ime worbn in that perioa. 

0 .. all penout facton Bllob .. theee \here iI; t.b. maob more Important ooe of kade _f ODd tho ... iIabili'1 of emploJID"" for .uch ..... .... lid ........ of i" 
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long ~riea of y~r8J that emigration, broadly speaking, has been active 
a~ period. of active and prosperous trade, and has fallen away in periods 
or depl'ell8ed trade!' 

II The agreement in time iB not of..a high order of precision, but it is 
far nearer the truth to say that prospel'OUS trade stimulates emigration 
than to say the opposite. The fact appears to be that it is the attraction 
p~osented !>~ the prospocts of life in the new country rather than disgust 
wl~h OO,ndltlons In the old that is reflected in the mass figures of 
emIgratIon. As economia prosperity is in its larger manifestations a 
world phenomenon, it is when we are prosperous here that there is also 
proaperit? in ~e United Sta~8, Canada, etc., and those countries pre.
lent theIr JDUlmum attraotIon, and when business is dull here the 
prospect of quickly securing remunerative employment in overseas 
countriel is not very bright. U • 

. 8. Thi. latte,· view is corroborated by the Report of the Special Com
m,ttee appointed by the Imperial Economic Conferenco on the 9th 
October, 1928, to consider problems connected with oversea settlement 
within the Empire (Omd. 2009, page 137), and also by the Report of the 
Oversea Settlement Committee for the year 1924 (Cmd. 2883). The 
O~e .... a Settlement Committee point out that, 4.() ye&rll ago, Sir Robert 
Giffen regal'dad the statistics then available as indicating a connection 
between emigration Bnd trade prosperity in the country of destination: 
time baa borne out hie principlea in a remarkable degree. Paasing to 
proaent conditiona, they state that-

It While, as Sir Robert Giffen aays, prosperity or the revena in 
the rountr), of destination is a far more important factor in deter
mining the volume of migration than conditions at home, still the 
psychological elfeet upon workers in this country of the present 
depression in trade is probably, owing to its prolongation and 
severity, more aoute than during similar periods in the past. 
Unemployment has not only left those out of work without resources, 
but has 'mpaired their oonlidence and made many of them dia
inolined to try new ventures, even with the considerable measure 
of assistance which is DO" olfered by the British and Dominion 
Governments. The Committee would Dot wish to suggest that this 
attitude i. Iluiversa1, but there can be little room for doubt that 
it is wideopread. Due .... ight must also be given to the fact thai 
the Unemployment InsuranN Benefit whiC'h is available in this 
country is not .. milabie in the Dominioua. n 

u It seems, therefore, We to assume that the outflow of migration 
i. unlikely to approach its jormer lems· until further progna i. 
made towards the restoration of trade. It is no' for the Commi_ 
to forecast whon this will occur, but th~ note with .. tisfaction \ha' 
oonlidence _IDS to M ..... iving. Australia IUld New Zealand aN 
benefitina from the strength of the world'. demand for 1roOl, and 
it would _m reaaonable to I011DoipaM tha' agrioultural intereots in 
the Dominions will derive advantage fl'OlD the NOeD\ riae in prieee 
of wheat and other prcduoe." 

9. It is dillleult to resist the oonclusioo thd better trade will be U1 

in8uen ... in favour of i11Ol"e&88Ci emigratioD. ID ooosidering ..... n' ,......., 
it 11 .. to be born. ill mind that, apari from the vade positiOl1, \hare 
bave been various 8]M'Cial diffi.r-ultiM in the way of emigntioD. and aD 
the other hand that State aid haa boon gift11 since the Empire Sew.. 
ment Act, 19:!i, wbile \he faot thd the War Molt Jarco l1umbers 011' of 
tbe tTnited Kin!ldom for \he lim ti_ may baft been a oenail1 stimul .... 
An adva_ oonditioil of im __ is the United Su._ poliq of limiliDa 
immigrawOI1. There aN "IIIQ' fac:ws \he deftl_, of wlUch ea_ 
M n..-n. On the whole there __ to M • fair w- tlaat the 

• Til ..... " •• w, rehra to &he ~iP hnl of l:nO ... 1111. 

PI 
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eBtimated rate of emigration for recent years of .bad trade, viz. 98,000" 
will not prove to exceed th&t for the next fifteen years. We think if; 
prudent, however J especially in view of the margin of error to which this. 
figure of 93,000 is itself liable:- . 

(a) for 1926--31, to round oif the net increase figu..... in paragraph> 
5 in an upward direction; 

(b) for 1931-41, to take the ave .... ge of the net increase figures i .. 
paragrapba 0 and 6. 

10. The following forecaats, then, are suggested, although we only put. 
them forward as speculative. 

N.t "",.rag. """""I in .... "". in total populatw .. 01 Gr.at Britain 
b.tw .... cog •• 15 ana 65, alt.r allowanc. lor emigration. 

Between 

" 
" 

1926 and 1931 
1931 " 1936 
1936 " 1941 

Per.onl. 
190,000 
65,000 
24,000 

Mal ... 
94,000 
36,000 
19,000 

F.mal ••.. 
96,000 
30,000 
5,000 

N.t "",erao. ann",,1 incr."". in oeoupi.a populatibn 01 Gr.at Brit ..... 
b.tw •• n cog .. 01 IS and 65, alter aU_. lor .migratibn. 

Between 

" 
" 

1926 and 1931 
1931 " 1936 
1936 " 1941 

P.r...... Mal... F.male •• 
125,000 90,000 35,000 
46,000 34,000 12,000 
20,000 18,000 2,000. 

APPENDIX XXII. 

THE PRACTICABILITY OF A CAPITAL LEVY. 

Note by the Board of Inland RCllenue. 

1. The following note deals only with aepecte of the queotion of the
practicability of a Capital Levy. It should not be tak .... as reSecting 
any opinion in regard to the expediency of such an impost. As desired 
by the Committee," the note takea its starting point in the official 
memoranda presented to the Select Co~ittee on the War Levy and. 
published with the proceedinllll of that Committse (B.C. 102 of 1920). 

2. Theoe official memoranda were directed to tbe practicability of 
imposing a War Levy in the 1920 Seeoion of Parliament. That tax 
would have been applied in principle to war-time wee.lth, aad ita nature
and the occasion of it' would have coincided with the general 8entimeDt. 
of the country at a time when 'bbe war was only jDBt 09'eI'. The preeent. 
Dote, on the other hand, ia written without aoy definite aalumptioD8. 
having heen postulated 88 to tho date at which a Capital Levy might be 
impoaad, the conditions which might rule at that date or the feelin_ 
of _nt or otherw~which it might attract among the persona. 
chargeable. For this reuonJ it is neceMllry at the outeet to .tate in 
general terms the «<tremel,. important reactions of the manner of ita 
reception on the practicability of a ldIemo of taxation. 

8. In the firat place, IUooeuful administration of any large tax requires 
that the great majority of pBnlODa caIJed 'llpon to pay it .hauld be able 
to feel that it i. a fiacal, .. diatingniahed from a political, ............ and' 

- • lee letter aaoeud. 
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therefore that their ..... nt ean be reasonably expected and g.ven. If 
that ..... nt ia oomplete or ne .... ly complete. and taxpayers readily seek 
.out the information-sometimes voluminous and difficult to aacertain
W1hich.ia n .......... y to enable them to oompute their liability. even a very 
Clomphcated me .. ure can be administered by a competent trained staB
Dot indeed with ease, for in any conditions the task is an onerous ooe
but with appreciable suee .. a and a relative absenoa of frietion. The poin~ 
may be illustrated by the succeea of the Excess Profits Duty and the 
failure of the Land Valu .. Duties. "If. on the otber h .... d ... to repeat 
words 1l8ed by the Board in evidenoa before ilhe War Levy Committee • 
. " taxpayers as a whole resented. the charge and were anxious to raise DOt 

merely all legitimate questions of substance. but also all tbe points of 
technical legal detail by which the execution of • oomplicated duty could 
be ologged and delayed. the sue .... ful administration of the duty would 
be gravely endangered." ThiB observation was not made out of caution. 
It i. baaed on exp.ri.nce and ia fundamental. In the consideration of 
any project 80 lreat .. a Capital Lavy. t.hia circumstance must be borne 
oOOnatant1y in mind. 

4. In the aeoond plaoa. if • Capital Lavy were to aro ..... among the 
tupayen widespread anz.iety DB to ita economio CODBequen0e8. that 
anxiet,-whetber it would be well-founded or ill-founded ia immaterial 
to the iaaue-oould hardly fail to affect capital valu .. in ouoh • manner 
or to .uoh an extent as to render the tax profoundly unoorta.in in its 
reeult. and profoundly dill\oult to collect owing to the diatortion of its 
incidenoa and the reoultant inequalities. 

II. For the purp .... of the remaind.r of t.hia memorandum. the aoanmp. 
tioD il taken that the levy, if imposed, would receive a normal me8B1ll'e .. 
of asaant from the taxpayer. and would b. asaeased and oollected under 
Dormal economio conditions. Whether in the event this assumption would 
prove to be • correet aaaumptioD oannot be prodicated. and the .tate
manta w<hioh follow muot be regarded .. quali1ied throughout by what 
h.. bean .tated ahove. 

8. The axtont of the practical t&sk of raising • Capital Lavy would 
turn, in oonaiderable degree, upon the exemption limit aeleoted. The 
first memorandum on the War Lavy ClOntompl.ted tha. p .... na owning 
I ... than £5.000 _uld he exempt from the levy (Jlaro. 57. POI/. 229). 
With the ....... uemption limit. the number of cbargs for a Capital 
Lavy would be verym.tori.lly larger; with a substantially lower limi$, 
it would multiply very Kf68tly. The number of individuala (excJnaive of 
their dependants) who actually own £0,000 of .. pital and upwarda is 
eati_ted to he approximately half a million; th_ owning bet_ 
£S,600 and £5.000 ere estimated to number ahout 400.000. 

7. Tha Dumber of oh~ haa an important bearing on the practi .. bility 
of the levy, although the dilllculty of edmini..-tion doao not DOD .'rily 
increaaa in the ........ ratio as the number of charg<oo. The Board pomted 
out in thair first memorandum on the War IAvy ( ........ 106, POI/. ll9lI) 
that th8J' had aaaU1Ded throughout that it _uld be fouud poaaibJe to 
aupplamant their .taff with luitably equipped and experienced _
from outaida the Barvioe; and this ... nmption h .. of oonrae a1ao to he 
made in the p ..... nt ODDD8Ction. 

a From \he Mcbnicai poiDt of ria ........... bjeo\ always to the ooDllidera
tiona in p_u I and 3-th • ........mont of a liability to Cap~taI 
Lavy in a give .. _ would normally be \eas di8icult than • oorTMpODding 
......... ant ... War Levy. The Oapital IAvy iII ... l_ the nlnatioll of aD 

iIIdiridne1'. _ at • gi..... _, ill the i-medi." past, ..... 
_tially similar to th., regn~ .. ndertaba for pu_ of &tUe 
])Q\y ... deatha ." __ of an_ abe pJ_ Bach an .im-' .. 
tha W..., Lavy _uld inool .... OIl the other .Mad. the. ~ of 
the __ of ncb a nluatioa onr the niuatioll of the indiridual. -
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at & da.te long anterior. The levying of a to,x on a margin of this 
character-a margin which might often be very Darrow--intrinsically roe

. quires a greater degree of precision in valuation than the levying of a 
tax on the whole value of a block of capital. For purpo .. s of a Capital 

. Levy also some of the special adjustments and reliefs which were con
templated for the War Levy, and which added greatly to its intricacy in 
some spheres, would become unnecessary. If, however, the difficulties 
mentioned in paragraphs 2 and 8 came into play, they would altogether 
outweigh the considerations mentioned in this paragraph. 

9. '.l'he Official Memorandum on the War Levy oontemplated (PMa •. 88 
.t seq., page 231), that a War Levy would be paid in part in cash in a 
lump sum, in part by sur~nder of Government securities and other 
private securitiee, in part by cash in instalments over aD extended 
period. In the case of the Capital Levy, an important factor would be 
the extent to which payment by surrender of Government securities was 
encouraged by the sHawanee of Go premium or otherwise, the range of 
other securities whioh might be allowed to be surrendered in pay·ment 
and the encouragement or discouragement offered to payment in cash. 
These questions of method of pa.yment involve other serious questions as 
to the effect of the levy on currency, credit, trade, etc. J which lie outside 
the scope of. this note, and unleBB those questions were first settled the diffi
culty of the practical task could only be gauged in the very roughest 
way. Another important factor would be the rate of duty, and the Beale 
marked II would present far lees difficulty from this point of view than 
the other ecalee. -

10. One of the official memoranda (on Limitsd Intereeto arising under 
Settlements, etc., page 244 et .. q) dealt with the means of oharging 
the War Levy lin respect of settled property. The methods there sug
gested pr~suppOEled that the interests of life tenants and remaindermen 

~ in settled property would be .. parately valued and dealt with as an 
integral part of the total property of the persons interested, and a 
variety of complicated provisions and adjustments were nggested for 
overcoming the main difficulties which the subject presented. The 
matter, though very complicated, W88 not of the first practical import
ance in connection with the War Levy, as property comprised in settle
ments was, on the whole, property which had not greatly increased in 
money value during the War. 

11. The same problem, viewed in relation to the Capital Levy, tak .. 
on a different aspect. The subject is of much greater practical import
anos, as probably about on .... ixth of the property subject to the levy 
would he settled property. The scheme of treatment suggested in the 

. memorandum would not necessarily be appropriate for the pUrpOl8 of • 
Capital LevY. 

12. If it were deoided for pnrpoaee of such a levy to deal oeparateiy 
with the interests of life tenants and remaindermen, treating them as 
part of the property of the individuals concemad, the charging of the 
levy would present diflioultiea of a very ballling character, and the beet 
means to circnmvent them would need much consideration. An alt;erna,.. 
tive 0011l'1l<I would he for the levy to he impoaed, not on the oeparate 
interests of individuals and payable ont of their estates, but on the 
whole value of settled property and payable out of the settled fund, 
the rate of duty both for the aettIed fnnd and for the free wealth of 
the life tenant being found by aggregating the value of the 88ttled 
property with the life tenant'. other property. If this oourae .... re 
taken, the problem would be 88Iimilated roughly to the aame lev4!l1 .. 
that arising in the oase of free aeeeta. The question which of th ... 
various pos&ible methods of 'approaching the matter is the moet appro
priaterai ... question. of principle which are outaide the aoope of this 
DOW. 
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13. At the outset of this note it waa indIcated how great an inlluence 
npon 1Ihe practicability of a Capital Levy might be exercised by the 
attitude of the taxpayers themaelvee. But even ... uming the moat 
favourable conditions, it must not be imagined that the ra.ising of • 
levy would be other than a task of the lIrst magnitude. In the liNt 
ollicial memorandum on the War Levy it waa writtan that the effort 
of raising the duty would trana08nd in dilliculty any previoue effort of 
taxation in this country. That observation applies oertainly no teas to 
the present 0888. . 

Copy cw Lan..,. .... 0. TBB <lJwruuN ow TBB OoJllllTTBB TO 
8m R. V. N. BoPlIDls, K.O.B. 

Treaaury Chambers, WhitahaU. 
20th Julll, 1925. 

Dear 8m RIOH.,.", 

Committ •• ... National D.bt and Tam!i .... 
• While hearing witn ...... on the question of a Oapital Levy, my Committee 

have had before them the evidence relating to a U Duty OD. War-time 
Wealth .. which waalupplied by the Board of Inland Revenue to the Select 
Committee on Incre ... of Wealth (War) in 1919 a.nd 1920. This evidence 
haa, moreover, been referred to aeveral times by witneaaea. 

'i'he Oommittee apprehend that to som", extant the practical di.8loulti .. 
of valuation and collection involved in a Capital Levy are similar, in kind 
if not in degree, to thoae which would have attanded the Duty on War
time ,Wealth, had it been brought into operation: they are eellBib1e, tber&
fore, of the vaJue to them of the Board'. evidence for the purpose of their 
preoent enquiry, 

At the oeme time they are aware that &I between the di.8lculti81 of • 
Capital Levy under present oonditiOll8 and .. Duty on War.time Wealth 
UDder t.b.. conditioul exiatiDI at the time when it waa considered, there 
~an be no exact or complete paraUei. In these oircumstances the Committee 
would much appreciata the assistance of the Board, if they would be 
prepared to gift eridenOB aa to the practical dilIi.u1ties of a Capital 
Levy. partioularly aa rogarde valuation and ooU~n, ahowing how far 
and with wha' modilloatiollS their concluaioua in regard to the W .... time 
Wealt.h propoaal .. pply to .. Capital Levy. They would be glad if the 
.!Ioard would collBider this in reI .. ,ioa to the three lCales annexed and 
with partioular referenoa to the foUowina qoestiona:-

(1) A. ncrord.t ...J .... ti ..... 
(CI) Bow far would the evidence gh.... to the Wu Wealt.h Commi'_ require modilloation owing to the lapee of .ime, aDd the ch .. ng& 

of conditione since that evidence' 
(b) How far .. re the diJII~lties of ... lu .. 'ion which were discuseed 

in> oonnection with the War Wealth propoeal .. ........,.., of the 
diJIIoultioa of n.\uatiOll fer .. Capital LIovy P 
(11) A. ...crord.t coll .. no.. 

How far would the Board', .iewa as to p~ticabili\Y be affected 
(II) by the numben of thooa who "!' .. Id be liable to .. Cal'i\al 

Levy, as compared with the numben who wo .. ld loa ... been liable 
to the War Wealth Du\Y; 

(b) by the oomparati... ......un. to be ooIleI:ted; ~~ • 
(e) by the oomp ...... ti .... weight of the b .. rd_ "POll the iDdividual 

under \he TariOUS acaHa. 
The Oommit_ wo .. ld aIoo -.ery much like to h ........ ,. belp which the 

Depanmen' _ iii .... in regard (al to the probable yie1d of .. levy, aDd 
(b) to the .... , annual _ring, uoder each of the three acaIes. By"-
&IlllUal laTina ,. ia mean' Ute .... of \he ... ~ iD iD-r:- upeIl~t!l" 
_ the ~ ."IlUa! lea in the Ion& ...... III the yield of -. 
taxes a' existiDC rates ... hich would .... _.~.-II. The Ooosmi_ 
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would be glad to kno,,: whether, in the time available, it would be pooaibl. 
for the Board to proVIde an approximate estimate, within 6 per cent. to 
10 per cent. of the yield and ""t annnal saving under each of the three 
scales; or, if that shonld not be pooaible, whetber tbe Department could 
give them such assistance 88 may be within their power. 

SIr R.· V. N. HoPI<JNs, K.C.B., 
Inland Revenue. 

Annexl. 

Yours Bincerely, 
(Sgd.) Cor.wnr. 

POSSIBLE SCALES FOR A CAPITAL LEVY. 

Seale I. Scals IL Seale III . 

Firat £6,000 ••• £0 - £5,000 
Next £1,000 ••• £5,000 - £6,000 

" £2,000 ••• £6,000 - £8,000 
" £2,000 ••• £8,000 - £10,000 
" £5,000 ••• £10,000 - £15,000 
" £5.000... £15,000 - £20,000 
,. £10,000... £20,000 - £30,000 
.. £20,000 ... £30,000 - £50.000 
.. £50,000 '" £50,000 - £ I 00,000 
.. £100,000 .. , £100,000 - £200,000 
.. £300,QOO ... £200,000 - £500,000 
" £500,000.... £500,000 - £1,000,000 

Remainder ... ... AbovG £1,000,000 

These ocaJ .. would work out .. follow :-

A man worth not exceeding £5,000 would pay nothing. 

" 
£6,000 would pay ... ..' 

" 
£8,000 

" " 
... ... 

" 
£10,000 

" " 
... ... 

" 
£15,000 .. .. ... ... 

" 
£20,000 .. " 

... ... .. £30,000 .. .. ... .., 

" 
£50,000 " .. ... ... .. £100,000 .. " 

... . .. 
" 

£200,000 " " 
... ... .. £500,000 

" n ... ... 
" 

£1,000,000 
" " 

... .., 

" 
£2,000.000 .. " 

... ... .. £3,000,000 u .. ... ... 
" 

£10,000,000 
" .. ... .. . 

. 
Le.,. Le.,. Le.,. 

per cent. per cent. per COllt. 

o 
5 

10 
15 
20 
25 
30 
35 
40 
45 
50 
55 
60 

Per COllt. 
of 

hi. total 
tortune. 

0'8 
3'2 
5'5 

10'3 
14'0 
19'3 
25'6 
32'8 
38'9 
45'S 
50'3 
55'1 
56'7 
59'0 

o 
1 
2 
5 
4 
6 
7 

10 
15 
20 
25 
30 
35 

Perce.t. 
ot 

hi. total 
fortune. 

'17 
'62 

1'1 
2'07 
2'8 
"2 
6'52 

10'76 
15'38 
21'15 
26'58 
SO'29 
31'86 
34'06 

o 
6 
6 
5 

10 
15 
20 
25 
30 
40 
50 
60 
70 

Per eo.t. 
ot 

hi. total 
fortune. 

'85 
1'87 
2'0 
4'67 
7'26 

11'5 
IS'9 
23'45 
31'72 
42'69 
61'34 
60'67 
63'78 
68'13 

NoI •• -8cale I i.e that propoeed in .. LabOUt' aM IA. W .... Deb'. A 
8101 ....... ' 01 Pol"", 1M' 'M BHo"'fliioti olW .... Deb' ~ II IAvw .... 
A • ......w..tod W,",,'A." 
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APPENDIX xxm. 
CAPITAL LEVY.-YIELDOF CERTAIN SCALES OF 

IJEVY AND THE CONSEQUENT EFFECT ON THE 
FUTURE YIELD OF INCOME TAX, SUPER-TAX 
AND DEATH DUTIES. 

Note by the Board of Inland Ref/BnuB. 

I. Y IBLD 01' TID LEVY. 

1. The Committee lubmitted 1ilree .. al .. of levy on capital to b. 
charged on the value of the property (movable and immovable) own.d 
by individuala living at the present time. The levy was not to apply 
to VampaniM, Corporations, etc. 

The luggeated acal.. of levy were as follows:-

Boal. L Boale n Boal. TIL 
II Slioe It of Esta .. Bate per 000'-

on olioo. 
Bate per oant. 

on Blioe. 
Rate per 000\ 

on oli ... 

-
Fint £5,000 ... ... ... Nil Nil. Nil. 
N.", £1,000 up to £6,000) 6 1 6 .. £2,OUO .. " £8.000~ 10 2 6 .. £2,000 .. .. £10,000 15 S 5 .. £5,000 .. , £15,000) 20 4- 10 .. £5.000 .. 

:~, 
25 6 15 .. £10,000 .. SO 7 20 .. £00,000 .. £00,000 S5 10 25 .. £50,000 .. £100,000 4.0 15 SO 

JI £100,000 n £200,000 4.6 20 40 
.. £soo,OOO n £500,000 50 25 50 
• £500,000 .. £1,000,000 65 30 60 

Bamaindor ... ... ... '" 60 S5 70 

I. The WonDtItion in the Baud'. poosoosion relatiDe ... the capital 
o"nod by individuals doea DO' extend to th... living but ;. oonJined 
to lobo fraction Gf the population dyiDg aDIlua\ly. In the _ ~f 
........ d p ........ owning .mo.... than £100 of property at death, th'B 
Department .-i_ full de\ails of all the property iD ~ !leo -oed'. 
ownership and of hia limited in_to, if any, under .. ill .... oott.lement. 
These partieulara are OOIltained in the allidavito and -"to .. hich are 
rend.rad to UI for the purpCBO of the death dutiea, and ..... classified 
in "';ODl llabl .. , 0110., the m_ importan~ of .. hich ..... publiobed 
&IlDUally iD ..... RAlpora. This ieformatioll enablea an .. timate of the 
capital ........ of property iD ~ hands of liring individuaJa to be made 
by treating the property declared &IlDUally for daceaoed po.-. _ a 
oample of the property in the hands 01 the liring. This .. timate mainly 
....... upon the distributioD of tobe eapitaJ ..... u .. charged to Estate Duty 
aooording to the age 01 the Oec: • .. d, as shown in Table lIiI 01 oar 67~ 
RopeR. The eepitaJ Tal ... in eaob age-gTOlIp is multiplied by the nwo 
hetwean the .. timated Dwnher of individua1a liYing aad ~ Dumber 
dying in a ,.... in tha& .....-crou__ ratio based _ atatiotias funaiahed 
b1 the R<lci.trar-Geaeral. • 

a. By tlltis method the _to ..... _ 01 __ 8ltOIlOdinc £6,000 La 
the haIldo of liTing individuaJo is ..u-ted to be Jlll,ooo,ooo.ooo. This 
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aggrElgate is estimated to -be distributed among living owners aooordiDl 
to age-group and aooording to range of wealth a" follows:-

Estimat.d Classification of Oapital by ... f..,. ... c. to' Value of E.tate and 
Age of 0 ....... . 

(Estate •• "c •• ding £5,000 onll/.) 

" milli ..... 

Ag&-Gronps. 
Range of Estate. 

20-24/25-34/35-44/45-54 55-64 65-74/75-84185and/ Total. . O,er. 

£ £ I 
5,000 to 10,000 

10,000 .. 
21 . 110 257 450 418 242 96 17 1,611 

25.000 
25,000 22 95 440 614 690 414 174 32 2,481 .. 

50,000 .. 
50,000 60 83 240 396 461 363 132 26 1,761 

100,000 - 48 256 349 
100000 

377 285 117 25 1,457 

" 
250;000 - - 315 

250,000.. 500,000 
355 384 302 154 28 1,538 

72 26 2 237 209 165 59 9 779 
500,000 .. 1,000000 5 1 105 162 154 113 38 15 593 

Exceeding £1,000;000 - - 8 236 341 117 57 21 780 
--

TOTAL ... ... 180 863 1,623 2,799 3,034 2,001 827 173 11,000 

4. Before paoeing to estimates of the yield of the various scales of levy, 
it may be observed that the ... Iues in the above Table are based on the 
values ruling in estates declared in 1923-24. There have, however, been 
but alight 1iuctuatioDS in the aggregate value of stocks, shares, etc. (the 
bulk of the proparty declared), since that year, the index of aecnrity 
values published by the Banker,' MaoaziM showing an average of 116"6 
for 1923 and of 115·4 for 1924, and standing at 116'5 for December, 1925. 
It may therefore be &seumed that the current aggregate value of all pro
party in the hands of living individuals who would be anbject to the levy 
would not differ materially from that given above. 

5. Applying the suggested scales of ,levy to the total capital of 
£11,000,000,000 cl888ified as in the Table in paragraph 3, the following 
figures "'prese"" the yield:-

Aggregate Yield of, Scale I .. .. 
" " 

" 
" 

" IT 
" III 

£ 
2,500,000,000 
1,000,000,000 
2,000,000,000 

These figures are practioaUy arithmetical resulta arrived at without 
making any allowance for evasion, defauluJ or other dUlicultiea inherent 
in such taxation, and are therefore maximum figures which might not 
be a.ttained in actual fact if a Capital Levy were impooed. 

6. The following Table shows the amonnt of the levy and the effective 
rate par cent. chargeable in respect of certain selected capital values 
under each of the acales, vis.:-



APPENDIX XXIII. 171 

Lo"" Pa1/able Of> Specimen E.tate •• 

Beall L BealeR Scale IlL 
Lo.vy payable. Levy payable. Levy payable. 

e.pita! 
Valua of 
IMate. Per oeut. Per ClOnt. Per oent. 

Amount. of Amount. of Amount. of 
Estate. Estate. Estate. 

£ £ £ 
&,000 Nil - Nil - Nil -

10,000 660 6'60 110 1'10 250 2'50 
16,000 1,650 10'SS SIO 2'07 750 5'00 
20,000 2,800 14'00 560 2'80 1,500 7'60 
26.000 4,300 17'20 910 8'64 2,600 10'00 
80,000 6,800 19'83 1,260 "20 8,600 11'67 
40,000 9,300 23'25 2,260 6'65 6,000 15'00 
60,000 12,800 25'60 8,260 6'62 8,500 17'00 
60.000 16,800 281JO 4,760 7'93 11,500 19'17 
80,000 24,800 81'00 7,760 9'70 17,500 21'88 

100,000 82,800 82'80 10,760 10'76 23,600 23'50 
150,000 66,800 86'87 20,760 13'84 43,500 29'00 
200,000 77,800 88'90 80,760 15'88 68,500 81'75 
250,000 102,800 41'12 48,260 17'80 88,500 85'40 
800,000 127,800 42'60 65,760 18'69 118,500 87'88 
400,000 177,800 44'45 80,760 20'19 163,500 40'88 
600,000 227,800 45'66 105,760 21'15 213,500 42'70 
600.000 282,800 47'18 135,760 22'68 273,500 45'58 
800,000 892,800 49'10 195,760 24'47 393,500 49'19 

1,000,000 602,800 50'28 255,760 25'68 513,500 51'85 
1,600,000 802.800 53'52 480,760 28'72 863,500 57'57 
2,000,000 1,102,800 66'14 605,760 80'29 1,213,500 60'68 
1,500000 1,40~,~00 5S'll 780,760 81'28 1,563,500 62'04 
8,000,000 1,702,800 56'76 955,760 81'86 1,913,500 S8'78 
4,000,000 2,301l.800 67'67 1,805,i60 8l1'64 2,618,500 66'84 
&,000,000 2,902,800 68'06 1,656,760 88'12 8,318,500 66'27 

n. EPr..,., OP Levy ON FIIRoD UP lbIvmnnL 

7. In .ooordanoe with tho Committee'. reqUeR, the Board ha ... cauaecl 
an eRimate to be made of the annual 1_ of .. venue to be _ted if a 
I.\')' undv the .1IJI&'OOted aoalee ..... _ried out, This eRimete pl'C>OOOCla 
on the usumpt.ion that the fuU arithmotieal moun .. of yiald giveo abo ... 
in paragrapb 6 is attained, that the prooeedo are uaecI wholb ~r the 
Ndompt.ioo of Go_lUDeIIt _orit.i .. and tha1i the only ohaDp 10 C011-

dit.iona is tho Nduot.ioll of Na ..... al Debt and interoft, the eubtraction 
of tho amount of the Ie\')' from the wealth of _ aubjected to ita oh .. rge 
and the J>II7mont to the redeemed _uril.1 bolckra of the &mOUllt of their 
bond. The dytlami. .thels of a ieV)' in ita reactionB on eNdit. pri,:,,"> 
Avinll and tho nat.iODa.1 economy-elheto th .. , might proft of Ontalaod1DI 
imponaD<e and might _iOD01y projudioe .. venae eotima_ baaed On 
... tic condit.iono-are not tabu into ac:count, .. the Board feel the, the 
.ppr .. illOUl8llt of "TeIlUO gains or loeaoo result.inll thoren- Jiee ill tho 
&oId of _Ulat.ioll r .. ther th ... of eot.im ..... 

8. 1.<OMe r-.-For the p_ of the eotimoote of the looa of I_ 
Ta&, it baa ...... .........t that tho -mtoi .. red ted ... on a Ii per 
OlD'. bes.ia. and the ..... of Iucoma Taz haa -.. meunNd by the lu D. 

th. -vine of Natoiollal Debt in ....... with an allo_ in ~ of 
ouch ia __ doea ItOt yield tho fuU rata of _ by .- of the ...u 

" 
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income of the security holder. The sa.ving of interest and estimated lou 
.of Income Tax are as follows:- . 

Scale 

" 
" 

I 
II 

III 

Savilng 0/ ilnttTe.t. 
£ 

125,000,000 
50,000,000 

100,000,000 

Lo .. 0/ I"come Taz. 
£ 

28,000,000 
9,000,000 

18,000,000 

9. SupeT-ta".-The loss of Bup.r-tao< has been estimated by r.fer.""" 
to the results of a sample analysis of the distribution of investment 
income and earned income in the &'uper-ta.x paying cl8B8e8 without refer .. 
.ence to v&Tiations in the rate of yield of !investment income, &. factor 
which it was not found po .. ible to .provide ior. The loos is estimeted 
.as follows:-

Scale I 
Scal. II 
Scale III 

Lo .. 0/ SUPeT-tfJ<Z 
£24,000,000 

... £11,000,000 
•.. £22,~,000 

10. Death Dutie. -The loss in Death Duties has been estimated by 
taking the <la!pital in each range of value and in each age gronp, 
<I.ducting ·th. levy a.nd determining the 1088 of revenue attributabl. to 
the fall in the capital value and in the ra.to of dea.th duty pa.yable. 
Looking solely a.t the dea.the of individuaIe who were subjected to th. 
leVy, and aasuming normal death rates in all ranges of wealth, the lou 
in death duti .. should be at its mlLXimum in the lIrst full y ..... after 
the levy had taken pla.ce, and should show a. diminution as years p .... 
by. But, in a.ddition to the loos of death duty r.venue on the d.atb 
of .. bolder of property wbo ba.d been aobjected to th. levy, tbere will 
be, even in the years immediately following the levy, a further loaa 
of rev.nue by r.ason of the deathe of individuals wbo inherited property 
tha.t originally ba.d paid .. l.vy, and ta.king all this 1088 into ooMider ... 
tion, it is estimated that the annual loss of death duty revenue will not 
be & d~lining amount, but will remain at & more or lees constant level, 
represented by the loss in tbe first foil yeai, for .. t least th. first 10 

· ... nd probably for as ma.ny ... 20 year. a.fter the imposit>ion of the levy. 
This .. nnual loss is estimated ... follows:-

Bcale I 
Scale II 
£;Cal. ill 

i¢i 
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A-Zlo .. o! 
death. duti ••• 
£30,000,000 
£13,000,000 
£26,000,000 

THE CAPITAL LEVY AND OTHER COUNTRIES. 

Note by the Committee. 
1. Little or no b.lp 08.0 be d.rived from studying the ""penence of 

.other countries. In certain C88eII a Jevy hu been put into foree, but 
eith.r tb. proviaioos of the levy itself, or th. conditions of it. applica
tion, have been such as to invalidate oompariaon with the propolBl in 
thia country. A. capital t&1t, .. well .. a tu on inc:reae&l of capital, 
"IUI impooed in Oaechc>-Slovakia in 1919, but the cirownata ...... relating 
to it were peculia.r, lUI e"Pwned in Colonel Rigby'. evidence on the 
5th May, 1926. The impooition of the tao< .... lUI intimately bound ap 
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with the punitive la.w8 of 1918 and 1919 for the conJiscation of land, 
aimed partJioularly at Auotrian landlord.. A levy was enacted in Italy 
in 1920, but the ocheme allowed the payment to be spread in such a 
way that it reesmbles an annual taE on .. capital basis and the distinc
tive features of a levy as understood in this oountry are abeent. Again, 
the levy imposed in Greeoe in 1928 has rateo ",hich are oomparatively 
very low. 

2. In Germany and Aumia, levies were ena.oted in 1919 and 1920 at 
high rates, but as even1ll turned out, they were rendered ineJf80tive by 
depreciation of the currenoy. The same thing happened in the 0 ..... 
of Hungary. 

8. A levy was proposed in 8witzerland in 1922, being submitted to 
• vote of the people upon an U ;initiative. II The proposal was defeated 
by a heavy majority. The dep""";on which follo_d upon the threat 
of a levy, even though 1Ihere was apparently little prospeot of its being 
carried through, i. very atriking; it is, however, difficult to judge how 
far the results might have differed if the propo8al ha.d been viewed 
with lOme lJI8&IIure of good-will. In any event, the 8wi .. proposal 
differed in importent respects from that which has been suggeoted here 
by the Labou. Part:r: in partioular, its direct object wa.s to provide for 
lOOial benefits, not for debt redemption, and its acopl was to include 
oompanies as w.ll as individuals. For these and oilh •• reaeons it is not. 
poasibl. to pr_ too far any oomparison between the two oountri ... 

APPENDIX XXV. 

THE PRICE LEVELS AT WHICH DEBT.. HAS BEF..N 
CREATED. 

Note by the Treasury. 
1. The T .... ury understand that the Committee wish to ha ... _ .tat&

mant .. ohowina the prioa levela at which the various War Leana were 
raiaed.n 

Owing to t.he numwoUi OOD'NraioDB, dae question ao put is extremely 
di8ioul. to ana ...... in -n:r form which is .. \evet to the ""tual dead-weight 
debt .. now oonatituted. Th. following figurea may. ho ........ aulIicien~ 
indicate the _era! position. 

I. The ....... '-' dead-.... ight debt is compared in the followina table 
with 1Ihe Statist Indez Number (which ..... _ 1913 = 100). 



'4 OOMMI'l'TllE ON NATIONAL DEBT AND TAXATION. 

Pre-war I nebt other 
Floating Foreign nebt (Funded than Floet-

.- nebt and in!, Foreign Tote! nebt. Debt. Deb •• Terminable and 
Annuities). Pre-war. 

31st £ £ 1: £ £ 
July, 
1914 

(appro:.:.) i 15,000,000 - 612.500,000 } - 645,000,000 

31st 
, • 17,500,000 

March, I 
1915 

I 
77,150,000 - 611,330,818 } 399,090,758 1,104,967,076 

• 17,395,500 
1916 586,722,500 60,616,438 344,619,148 1,141,189,558 2,133,147,644 
1917 671,644,500 400,311,220 341,832,277 2,597,657,911 4,011,445,~08 
1918 1,134,332,153 1,048,673,961 339,633,620 3,349,210,903 5,871,850,637 
1919 [1,338,944,000 1,364,852,657 338,273,972 4,392,878,800 7,434,949,429 . 
1920 , 1,263,583,000 1,278,713,405 334,265,9:14 4,955,181,971 7,831,744,300 
1921 I 1,213,181,000 1,161,563,174 332,535,060 4,848,130,456 7,585,409,690 
1922 ! 1,020,915,500 1,088,669,915 330,714,478 5,235,995,216 7,676,295,109 
1923 809,907,500 1,155,653,503 327,901,806 5,478,933,699 7,772,396,508 
1924 . 774,475,500 1,125,813,339 327,478,952 5,452,855,562 7,680,623,353 
1925 I 742,195,000 1,121,599,874 326,812,004 5,455,764,910 7,646,371,788 

I 

• Pre-war Exchequer BoDib. 

3. Omitting (1) Floating' Debt, (2) Foreign Debt, (3) Pr ... war nebt 88 

not affected by past British price levels, there remains a figure of 
£5,455,764,910, out of " total nominal Debt of £7,646,371,788 .. on 
31st March, 1928: 

This figure of £5,455,764,910 may be ... timated to correopoDd with" 
figure of actual caoh raised of £4,741,551,000. 

This cash figure may be roughly distributed &8 follows:-

1914-15 
1915-16 
1916-17 
1917-18 
1918-19 
1919-20 
1920-21 
1921-22 
1922-2-~ 
1923-24 
1924-25 

342,843,000 
612,299,000 

1,198,714,000 
883,452,000 

1,068,026,000 
487 ,609,000 

-107,030,000 
2-50,220,000 
109,824,000 

- 31,677,000 
- 17,229,000 

£4,741,651 ,000 

4. It will be aeon that out of a cuh total of £4,741,551,000 .bou~ 
£1,266,000,000 (net) may be regarded &8 h.ving heen raised wheD the 
level of priceo "'.. I... thaD the preoeD~ figure of 164, and about 
£3,476,000,000 (Det) when tbe level of prioeo wae more than 164 (aDd 
consequently the value in oommoditiee of pounds sterling " .. leIB). 

27th October, 1925. 

Iud'; 

Numj at 
31s 

Mard 

96'1 
(318t 

July) 

122'Q 

153'4 
198'S 
221'2 
217" 
308'0' 
208'5' 
156'8, 
156'1' 
161'2, 
164'8! 
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APPENDIX XXVI. 

THE RIGNANO SCHEME OF DEATH DUTY TAXATION. 

Note by the Board 011 nland Revenue. 
1. The Board of Inland Revenue understand that the Committee on 

National Debt a.nd 'J)axation are desirous of ha.ving their views upon 
the question whether the Wgnano scheme of Death Dut~ Taxation could, 
from the practical point of view, be effectively put into operalilon in 
this country. 

2. In the following remarks the Board Ibave limited themselves to the 
practioal aspect of the question, and have not attempted to express any 
views upon the policy involved in a proposal of this cha.racter or the 
laveral effect. whioh might be anticipated from ita introduction. 

S. The Rignano scheme of death duties contemplate. differential 
taxation of different parts of the estate left by any deceased perBon. The 
total estate would he divided into three portions, the first rep ..... enting 
property whioh the deceased had received at any time during his life 
by way of inheritance or gift from a donor who Ibad acquired it in a like 
manner; the aeoond, property acquired by inheritance or gift from a 
donor who had acquired it by his own labour or saving; and the third. 
property which the deceased Ilad accumulated by his own lalloura 0" 
laving, Exemption from the duty would be granted, or alternatively, 
a light rate of tax would he applied, to the third oategory of property. 
i .•.• that which the deceased had acquired by Ilis own efforts; a much 
heavier rate of duty would he imposed on the second category. and total 
appropriation would take place of property ~uired by inheritance ... 
gift from a donor who had also acquired it by .nheritance or gift. The 
inllerited property thus falla into two parts. (i) inherited from gifts 
(by will, deed or otherwiee) and (;;) inherited from _vinga. The &Bved 
property is determined by deductinl from the value of the total estate 
the value of the inherited property. The scheme is apparently npon • 
• aloe or mone,. baaie and not upon a nal baais, i .•. , it does not trace 
parti(lular properties through dJ.eir vario1Ul eh&nges of ownership, or 
Ii .. any waight to the qnestion whether they have iDcre .... d or decreased 
in value, or even ceased to exist, since being inherited. 

.. Before they would be ill' • position to expftSS an authoritative opinion 
as te whether a scheme of this character could be put into effect.ive 
operation in this oountr:r, the Board would require to make. prolonged 
and detailed enquiry, for UDSUSpected dif6.cultiee, even of a serious 
ohar.cter, m&1 onl;r beoom, .pp .... nt .fter muoh in.....tigat.ion. But 
from an uamination of the propoaalwithin the limited time .... il.ble, 
the Board think that it _lid not be impracti .... ble to introdu ... in the 
ooont.ry an effecti .. sch ..... of death duty taxation on th. Ii ..... of the 
Rill_no proposal, .ubject to the following oolllliderat.ioDa:-

(i) Any such aoheme would necessitate the bepin& of Tery e1.iIorate 
.lId oosU;r tecorda. 

(ii) A tax of thia ~11_ could not in its inmal ataa- be full:r 
"nd .lhctinl:r eciministered ... as to _ore • eorreot _OIlt 
and oquality as bet_n one taxpayer &DC!. another. Probabl;r iii 
would onb be after the tII:o had bee. ill operation for • ooDaiderable 
period, 8&1. two generatio..... and full "lid e1.iIorate .-rda had beaa 
"""umul.ted th.t it ooald be anticipated that the administratioll of 
the tax would .pp .... im... to the _ndard prevailina in the ..,. 
of the other maill direct """"'- • 

(iii) Special pro'riaioDs would be required as to the dWcIcw ... Of 
gifts, and cbas\io penalties for non-disolosu.. ....aId h... te be 
imposed. ETan with ouch pro~ the i_ti .. to, ..... the 
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opportunities for, evasron would be considerable. Joint investments. 
and joint banking accounta would &lao afford means of evasion which 
it would probably be very diJIicult to control. 

(iv) The introduction of ouch a tax would involve not only the 
abolition of the existing death duties, but alao, if the high rate of 
tax contemplated by Rignano w .... applied, .. large modification of 
the existing system of settlements and trusts. 

(v) Ma.ny questions would require to be dealt with specially the 
solution of which would require careful detailed esaminatioD,' 8.g., 
the division of properties, the treatment' of business assets &nd of 
foreign property, etc. ' 

6. In elaboration of the considerations which have been set out in the 
preceding paragraph, it may he observed that the whole scheme rests 
upon the practicability of determining the .. mount of property which 
has been acquired by inheritance or gift and of allocating that property 
between ..... ts acquired by the donor (a) by inheritance or gift and (b) 
by savings or labour. The task of doing 80 must rest very largely upon 
the State, aa the knowledge of elI:ecutors on this 81lbject will often be 
extremely Iimitad, and it will always he to the interest of the e>:ecntora 
(on heh&lf of the beneficiaries) to put the amount of inherited property, 
whether previously inherited or saved, at the lowest possible sum in order 
to avoid the heavier rata of tax. Leaving aaide for the moment the 
diffi.culties aa respeets gifts, the ascertainment of the amount of property 
,acquired by the deceased by way of inheritance daring his life, and ita 
origin, depends entirely upon an adequate system of records. At the 
present time the State acquires jn respect of every death full partieula.rs 
of the manner in which the estate is intended to be distributed, but it 
has little or no knowledge of the actual Jinal distribution. U the 
Rignano plan is"to he put into operation, it is essential that on the 
occasion of the death of every person a declaration should be made by 
the executors and trustees showing how the oet capital value of the 
.. tate, after payment of Death Dnty, has been distributed among the 
different beneficiaries either on the death or on the happening of subse
quent contingencies. In this way, a aeries of records would ultimately 
be in existence showing the amounts which living persona had received 
and the proportion in which inherited property .. as attributable at the 
time of gift to (i) previous inherit&nee, and (ii) savings, respectively. 

6. The successful initiation of the ""heme must therefore dspend 
largely upon-

(a) particulars furnished by the executors, and 
(b) such infol'mation as can he obtained from a wide investigation 

of all past Estate Duty records. 
Tho latter investigation would he laborious and costly. In the initial 
years therefore the Rignano plan cannot be upected to yield very Iarp 
results, as there will be many opportunities for evuion on • large acale. 
AB time paeaes on, this aVGnue of evasion mould diminish in proportion 
to the aocnraoy and completen_ of the records deecribed and, broadl" 
speaking, there .... ms to be no insuperable difficulty. from a practical 
point of view in distingnishing between property inhented and propert" 
saved. 

7. DiJfersnt considerationa, however, arise 88 reepect. gifte. Unl_ 
th.... can be traced and recorded, there would be " loopbole of escape 
from a differential rate of duty upon donated property. A conoiderable 
stImulus would be given towards giEte during the lifetime of ~~ns 
owning conoiderable wealth. The Rilp'&no pla~ c"!!- upon beneficlan_ 
to whom giEte have been made to bnng the gif~ IDto the to~l eotate. 
The difficulties of tracing them would he collBldOlable. The lnoentlYO> 
to oonceal them would he wry otrong. It ia difficult to formulata an" 
plan to collect information .. to gifte mt.,. ft1l01 which .. ould not be 
difficult to .. ork and objectionable in practi.... Bomethinl miiht be 
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done by way of information collected from conveyances, by way of 
voluntary disposition, and also perhaps from regular euminatioD. of 
Income Tax returns, i.e., by comparing them with previous returns and 
culhng . for explanations wherever there were large increases in incomes 
from iuvestment IOUrces which could not he satisfactorily explained by 
normal savings out of income. These enquiries, however, might drive 
the trouble underground and lead to further falsification of Income 
Tax returns, With consequent reaction on the yield of Income Tax and 
Suver.tax. Bearer shares, which afe already a possible source of 
evasion 88 respects death duty, would have their importance for this 
purpose considerably enhanced, and it is possible that in course of tUne 
I('glslntion might be necessBl'Y either to collect information as to owner .. 
• hlp .. rom banksJ etc., cashing coupona, or to suppreaa them. 

8. Life interests would under the Rignano plan involve much com
plicated work in tracing their initial SOur0e8. With the tripartite 
di\"i.ion of property left by any person it wonld Dot be poaaible for him 
to leBve more than a Bingle life interest as reapecta property which he 
hnd inherited from previoualy inherited sources, or more than two life 
iuter .. 1a in proper,y inherited from savings. Power wonld apparently 
bo n60888ary to lay the duty, 88 respecu. BUch life interests, on the 
trust.uoa iloldlllg the capital funds. In reckoning duty on life interests, 
th.,y would apparently have to be valued at the fuU capital value of 
tht.' property produc-ing the life income. The whole scheme would involve 
a revolution III the practice of settlements. It would be • question 
wli.ther testato .. should be allowed to charge intereata on difterent por
tiona of their estate, e.g., on the doubly inherited portion. the inherited 
portion arising from savings, or on the saved. portion. or whether 
int~rest.e in an estate should all be apportioned pro rota to the 80urcea 
of uriiin of the property on whi('h they were charged .or out of which 
thoy issued. 

9. In gl"oerAl, tlte Rignal10 8l'heme, although it apl)ean simple in ita 
f."unC't'ption, is bound, if BI)pliflt in this country, to give rise to very 
dllfi\'ult and oomplil"'att-ci questions. It is, of coune, drawn up with the 
iden of its Bltpli('ution to Italy. where conditions are differeDt. from thoae 
in this oountry, and where the system of trusta and aettlemeDta u prac> 
ti\'RII~', if R.:lt wholly. non-esistont. The Board CAnnot esp~ an opiu.ioD 
.h .. t,iler Bu(·h a sc.-he-rue could be worked practically in Italy~ They are, 
howtn"-er, of the opinion that in this country i1; is perbapB doubtful 
wlwthl1r it \"Uuld be worked practically; bu' it could only be so worked 
on tho unde.ntanding that 1'8I'y drastio provisions and penalties would 
be ftlquiwd, and with very definiw reaction en the u.:ist.i.DI system of 
.. IU.mon,," and truna. 

APPENDIX XXVII. 

'l'UE I'RACTICA,L ASPECTS OF AN lll'HERITANCE TAX. 

Not. b, tit. B04N o/lrd4ntl Rn ....... 
1. Tb. Board nndorslaDd tha& the Commit~ OD ~.uonal Deb& 

and Tu.&iOll ..... ld be Rlad of their Yie .... "poll th& p~ admiDis_ 
u .. aspee ... 01 • ~ to ... pl ......... ~, 8C~ 01 ... '" dutieo 
II)' aD tnheri_ Tax. 

i. Under a ooch<Ime fur ... Inb .... ita_ Ta><, .ucll ....... s-nt 1Ulder-._d ..... Commi&_ to ...... i_ mud • ..,. W'Onld "" charv:ed __ My 
beae&& .-i,-.d '_""the.- """ ... a will, iD_\ac7 or _uiemeD~ by U1 

& 
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}lerson consequent upon the death of another ~rsOD, the rate of duty 
beiug gradua.ted ,by reference to -

(a) the amount of the benefit reoeived or, alternatively, to 
(b) the amount of the total wealth of the recipient at the time 

when the benefit accrued to him. 

3. Upon the merits or economic 3.specta of such a proposal the Board 
ex.prees no opinion. But from the point of view of practical administra,.. 
tion, the Board, 80 far as they have been able to exa.mine the proposal 
w·ithin the time available, are of the opinion that 8uch a tax, at a Tat~ 
graduated by relere",,. to the ,.",.."."t 01 the benefit received, could be 
effectively administered, provided that 

. (a) Executors, administrators and trustees were made primarily 
liable for collection and payment of the tax to the ltevenue, as in 
the case of t"lhe Estate Duty. This would involve considerable altera
tion of the existing law relating to the disposition and devolut.ion 
of property in this country, . 

(6) Statutory obligation was imposed upon executors, administr .... 
tors and trustees to furnish full information necessary to enable 
tne Board to ....... and collect the tax, 

(c) Drastic provisions were introduced to oheck possible methods 
of eV~8ion, ' 

(d) The tax waa applied to gifts made within three years of death, 
as is the case in connection with the present Estate Duty. 

Defore, however, the Board could definitely state tbat the administra
tion of such a tax could be put into eJfeetive operation in .. manner 
comparable to that applying in the case of the present major direct 
tuesJ close detailed examina.tion· of the scheme and the neoeaaary legis-
lation involved would lJe required. 

4. II the tax were to be imposed at a rate graduated bll "Ierence to 
the total wealth 0/ each bene/iciaru, different considerations would arise. 
Defol"s the duty oould be levied it would be necessary to ascertain not 
merely the amount p .... ing to each beneficiary but the tota1 wealth of 
each bepefieiary. This would be a large problem, the degree of difficulty 
varying· """"rding as the graduation proceeded by a few large oteg.-
01' by a multiplicity of email lItages; in the former event the weaJth 
of each ·beneficiary would in many cases have to be ascertained only in 
broad outline and not with meticulous accuracy. 

If legislative provision were made under this scheme to require the 
executore or trustees to pay the proper amount of duty before dealing 
with the estate, great delay would be likely to be interpoeed and could 
not be controlled either by the executors Dr by the taxing authority. 
If no obligation were imposed on the executors to do more than fu.:nisb 
information to the taxing authority, the recovery of the duty would 
present many difficulties especially in cases of property passing to DOn .. 
reeidents. Omceivably the obligation could be placed on esecntora to 
pay to the Exchequer and 8ubaequently to deduct duty at the maximum 
rate leaving the beneficiary to claim refund on a declaration of the total 
amoud't of his wealth j or at an intermediate rate leaving the beneficiary 
to pay any ·balance or claim any refund on luch & declaration. It ia 
quite likely that methods could be found by which problema of thia nature 
. ('ould be surmounted and the duty rendered re88Ol1ably workable, but 
an exhaustive enquiry would be neoee&&ry before a definite IICbeme could 
be evolved and, a definite statement made &8 to its degree of praef;;'" 
bility. 

5. The p ...... nt Estate Duty is collected very ch.aply. Either of 1tle 
aehemee dealt with in this note would be very much more _11 in 
working. 
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APPENDIX XXVIII. 

ISSUED 
INCOME 

BY 
TAX 

THE COMMITTEE 
AND BuSINESS, 

I.-Rasll&v,," Foa EXTBNSION 0" BllBINBSB. 

a .... '·al Q" •• tion. 01 Principl •• 
(1) Do you agree that the British Income T"" is a tax on income, and 

that inoomet &Ii dt'tiuoo by the Acta, excludes any profit arising from 
capital transaotions, e.g., sale of capital assets at a profit, or increasing 
capital reaoUl'ees arising from appreciation of assets, creation or building 
up of ll00dwill, etc. P . 

(~) Vo you agree that r ... rv .. of all kinds may b. formed out of two 
kinda of funda (a) funda arising out of capitaJ transactions or variations 
of the nature just referred to, .. nd (b) ..... rves arising out of profits falling 
withln the soopo of the Income Tax Acto? 

(8) it i. preaumed you would, therefore, not ola.im any allowance in 
reapect of reserves in the first category, if only on the simple ground that, 
this kind of profit not being income within the meaning of the Acta, any 
particular application of it would not thsHby gil'S a title for exempting 
from toation income whiC'h does fall under the taxing Acts P 

(4) It is necessary, tbel'Qfore, to draw a clear distinction between reserves 
ariSing out of th688 two BOurcea P 

(5) The .eoond main point to be put to you is whether you agree that tbe 
mechanism of BOOountancy leaves it open to aoy ooncern to deal with 
reaerV8 out of profits ~n a posiUve or negative manner. By the positive 
method i. pl.ant tlte olear appearo.noe on the liability aide of the b&lo.nce 
aheet of a.n entry for the reserve, whether shown separately or merged 
in any other item, e.,., creditors. By the negative method is meant 
the writiol down of an entry on the asset aide, either olearly by show
iny; the deduotion of the ...... rved amount, or by showing tbe item 
atfeoted at a lower value. 

(6) Do you agree that the positive metbod and the negative method 
may be, and often are, combined in any single balance sheet P 

(1) 'l'be third point OODeern" the d itf ..... 11<'e between real and apparent. 
values in a balance abeet. You wiU agree that for every item on a 
baJanoe &beet there is, theoretically a. It'Ast., a true or real value. i.e., 
0'" th.t on the fullest consid.ration of the f&ots would be arrived at by 
1\ ooml~"'nt judge G8 truly re-preaenting the .,alue of the asset cont.'erned P 

(H) Would you agree t.bat sometimes there may be two or more values 
for ditl.re-ut purp08t'S or from differeDt. aspecte, '.,., aD outside marke' 
Y&lue of an ..." in isolation and a particular value in combination, 
u.d that \bere is DO 1"Iear and abaolute ruUne as to which must preYail 
for a halan ... sheet in &II oireumstan ... p 

(II) Would you agreE' !.hat there is aimilarly no question but that 
mndern halan .... sheets T~ry often do not purport to be ooalioed .. lely 
to Ia;ures .... p.--ntiDIl thoee Iorne nlu.., that the fig ..... p_ted are 
l['Quunel'Oial ligures, eniDI in the pneratity of CU8LI on the prudeD~ 
aid.' 

(10) If this be .... WQuid it no' follow that. bet_ the ba\anoe sheets 
•• 'he IMt-ttiUlling and fOnd of a \radio. year, tb.re m," be: 

(Q) a ~Iatioll between .... "lues, in Ua~ waJS, up.. do .. or 
aonstaMj 

(b) a relation 01 book-Ir.eepina nI_ ia the _ three W"TO: 
and tba' ...... 01 _ noIati ..... may be lEi ...... e&eo\ to or ~ by 
the positi"" _thod. or the _Ii .... mothod. or a oombina~ of the -, 

111) la it no' therelon, oIoar that, ill order to ......nai. the f_ 
th.,. m\18\ be ;, ~lt'Rr and M'Cura\e di1lPntaDttlemen\ of the artu.al IDO't'e. 

1ll6Il\a and c-ha1'lJ"'(l ""IIltionshill4t &hat ha1"e \a.kea pl~ ~ 
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(12) Inasmuch as the poosible permutations of -the factors mentioned 
are very numerous will not a considerable amount of detailed investiga
tion -be necessary in every case? Do you think such an investigation 
could always give a determinate result upon which taxation liability 
could rest? 

(13) In view of the fact that appreciative movements of capital value 
are not chargeable to Income Tax, would you claim that depreciatory 
movements should be made a source of claim for diminution of the 
existing liability to Incom-e Tax? 

(14) If not, doeS not this involve that the suggestion of an allowance 
in respect of reserves for extensions should be strictly limited to those 
net extensions which are unbalanced by contractions, and that "it should 
rigidly exclude any allowance in respect of sums reserved out of profits 
agalnst downward movements of true capitaJ. values, even though 
other assets have been extended? 

(15) Can this be guarded against in any manner except by insisting 
upon a detailed ana.lysis of the actual book-keeping and real movements 
that have taken place in the balance sheet values P 

(16) While the book-keeping movements can be ascertained with sub
stantial safety, on the certificate of the auditors who have arranged 
the necessary entries·, what safeguard would you Buggest for the Revenue 
in ascertaaning movements of real values, which may either appear or 
not appear on the face of the balance sheet' 

. (11) If the allowance is to be confined to reserves for true net exten· 
Rions of the business, do you consider that reserves for maintenance or 
t·he capital assets must be excluded? (This is developed in C'..oncrete 
detail in Section II.) 

(18) Would you agree that before a capital depreciation in an aMet 
is deducted from 8 gross reaerve in order to see how much of the re8erve 
is free and allowable, appreciation in the aesets must be determined and 
set off against the depreciation P 

(19) Is the' Revenue to rely solely on the certificate of the auditor a. 
fob the movements of true values, or is tha.t certificate to be supplementel'1 
by certificates of the management 8S to such values, or is a further 
safeguard to be sought in certificates of independent valuers? If the 
latt.Or, would you consider that the Revenue should have the right to 
verify such valuations by means of enquiries conducted hy its own 
Valuation Department" . 

(20) Assuming that all these difficulties ""uld be •• tisf.ciorily dispo",d 
of, i8 the claim for reserves in respect of extensions confined to eX~Mionl 
actually to be made of each separate busine88 oonC'.ern dealt with? 

(21) For instance, is a reserve intended to be invested in B<'quirin~ 
a controlling interest in an allied concern an extension of the bU8ineR8 
of the acquiring concern P 

(22) If 80, at what kind of point is this extension by investment Ul 
beooome too remote for the allowance in question P 

(23) For instance, if the reserve is invested in Government !leC'"uriti(>SI.. 
pending acquisition of shares in an allied concern, is tha.t a reserve for 
extension of the butdnessP 

(24) Would it be necessary, aa a measure of practicability. to confine 
attention to estensioDB of each aeparat.e business claimin,:t the allowance P 

(25) If so, would it not also bt necessary to withhold the allowance 
until in fact, the extension is actually made, by investment in appliances 
of production, '.,., stock, plant and machinery, land, buildinp, 
patents, eta. P 

(26) Would not that coune be preferable, for ibe oaks of limplicity. 
m order ta avoid granting an allowance when a reserve is made with 
an intention, and ita subsequent withdrawal when that intention ill 
negatived by the neceeaity of employing the reserved moneys for the 
maintenance of the capital &Meta already existing at the d.te tho 
reserve W88 made' 
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(27) h the underlying basiB of your case for an allowance for axteu. 
liona, the enoouragement of investment in industrial enterprise? 

(28) 1& tbere any BOund basic reason for restricting this encourage
ment to companies carriing on business P Would you extend it to 
individuals and IInno in auch trades? 

(29) Would you contemplate the grant of the allowanoa <to all enter
prise, 8.g., concerns carrying on amUtiement undertakings, theatres, 
cinemas, and also to oonoerna carrying on luxury trades, I.a., hotels, 
,nna, eto.? Would you grant it to property-holding compau;"', in 
'''pact of _naions of their ownerahips of property? If 80, would you 
alao grant it to investment trust companies, life iDBurance and other 
lDSu.r&Doe companies, in respeot of their additional holdings of securities? 

(80) if 80, ia there any IogiO&! reason for refusing it to private in. 
dlviduals, professional men, employees, etc., in respect of their invest. 
menta, or any other additions that they make to their oapital assetl, 
8.g' l the purchaae of a private motAlr oarP 

(81) Might not tho ultimate end of the ...uowanoa tend to be a revolution 
in the concept of a tel[ on income P Might it not convert the tax into 
one on expenditure P 

(82) If 80, is DOt a tax on expenditure on~ which ultimately tenda 
to transfer much of the burden of taxation from the shoulders which are 
rioh enough to be .... it to the ohouldere of claaaea which need all their 
inoome to maintain themselves in their existing condition of ability to 
produoo P 10" the ability to pey" of a man who haa £10,000 .aud oan 
eave £4,000, spending only £6,000, the same 8S that of a man who has 
£6.000 and aa""" nothing P 

11.-SPBOlJ'lO QUB8TION8 UPON TBlI PR.OP08A.'~ TO OIVB DD'J'BR,lIN'l'IAL TB&\T-
1RN1' Dr INcoJO TAX TO U BB8UVB8 JUD. PO& Ts:a BTBN'SION " 
BUlIlNBS8,'J ,.~. Q1TII8TION8 JIBING DB8IONBD TO BLIOIT' KOBa BXACITLY 

,.n 'ran IU.t'tTRB (D' TBB P&lNClPLB I'BQPOsm BY 8P"U'IC ILL1J8T1L&
TIONI. (Tbeae duplicate, to lOme extfont. the IIf'Deral questions. but 
aa they are in oeqnenoa here this has not hoen thought an objeotion.) 

1 ............. r.In""" to 1 ............ ". 
(1) Bup_ that a busin ... h .. £100.000 .. oharoa in allied bUlin_." 

·l'hey are nnquoted, but it is thought by tbe m"nagement that they 
m..,. be depreciated, and .. reserve of £95,000 ia eet up aga.inst. thill. 
It is repreoonted by additional plant and machinery in the bu.m .... 
la tit is ftttgarded .. & I't'IB6l'Ve for II extA"nsion U P 

(11) If an_ to 0) il in the negative does the diaorimination depend 
upon the title of the reserve, or upen ~roved intent at the ti_ it .... 
... t upP • 

(S) If _ to (1) is negative, aup_ the depreciation actually 
"""""" away by ..... pp .... iation the following ,...... do. the ...... then 
"AS into the allowable category P If 80, at wbat raw of talt-the old 
or ~fI DtlW P 

(e) I!up_ the .iroumatan ...... be .. in 0) ...... that the _uriti .. 
a ... quoted, ancl \be depnoialioD is, t.heJrErolore. • 1:.0,", &gure, the 
.--rye is oat up 110 00"" it. Is thia allowable P 

(til RIopoat 'I_on ~) as in .,m,u_ of (e,. 
'(8) u n (3).,,, u . .,n~ •. 

(1) I!oppooa the .,m,uaman_ to be .. In (e). but Ills\ead of p""nd.n..: 
a rfI08r'ft on the liabiliti .. lide. the _ its<>lf is wri_ do... Is this 
" ........ , If 80. II it in .. _noioa of the -- .. r 

(If the ........... 1, C ""d T .... DOt aD positi" • .,.. ....... for 
the d;,runetion be Ki ..... PI 

Ill) (n) Would a reaerve ......-.1 by app-;"t.iq "" ;11 __ '" aboft 
it, root be fa ..... "",\.,. _ted P (b) If n .... is a ~ wIlit'll proridea a 
_f'f hal.ll~ of d~r ..... i.tio" (afWor _tung ap,inst chopre..~i.tio86 tbo&e 
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cases which show an appreciation) to be allowed only on the net BUm 
reserved Or on the gross depreciation of the securities showing 
depreciation? 

(9) 1£ the answer to 8 (b) is the net, would you, in the . case of a 
business making a reserve for the depreciated cases only J require a set 
off of the appreciations for which credit might have been taken, in order 
only to allow a net figure P 

(10) if in case (1) the depreciated shares are afterwards sold and a 
loss is realised which has the effect of reducing the reserve, is the allow
ance .origin·ally given revised or cancelled P 

(11) If the answer to (1) was NO, and the re .. rve wall not allowed 
when it was made (year A), suppose the securities are subsequently sold 
at a loss in YSfr B and the 1088 is borne out of profits leaving the reserve 
intact, does the reserve, thougb not created in year B, rank 8B if it 
were created out of profits in year B, for allowance P 

(12) If the answer to (11) is in the affirmative would all cases of writin~ 
off realised losses, after the date of the new enactment, rank 88 though 
they were the creation of reserves out of profits for the pUrp086 of allow· 
ance (provided that commensurate reserves actually existed at Buch date)? 

(13) If sO, would you wish to ascertain whether such reserves were 
. actually made originally out of profits P 

If such reserves bad been made but had been turned into ahare capital, 
wonld that affect the allowance? 

2. R .. erv .. in relation. to Machinery and Plant. 
(11 It is presumed that a reserve which merely represents true wear 

and tear would not rank for allowance. If 90, would an amount put to 
reserve greater than the allowance for Income Tax for the year be 
regarded as eligible P 

(2) U the sum put to reserve for this purpose in a year is Ie" than 
the Income Tax allowance, would the difference be deducted from any 
other kind of reserve in order to ascertain how much of the latter is 
allowable? 

(3) If over a period of years £60 has been reserved and £70 allowed 
for Inco"", 'fax and then £30 (the remainder of the cost) i. allowed for 
obsolescence, would any amount that is dischargf'!d out of profita be 
allowable as a reserve P 

3. Bese'NJes in Telation to Wasting Asset.. 
(1) If a mining company puts up a sinking fund reserve to meet thf> 

exhaustion of its capital subject (and the fund ia represented by plant, 
rolling stock, etc.), is this to be an allowable reserve? 

(2) If it makes general reserves, but no specific provision, against the 
wasting asset, would the case he regarded as the aame 88 (1) above? 

(3) Having regard to the reoommendetions of the Royal Commialion 
on the Inoome 1.'8x, is any distinction to be drawn between different 
wasting aaaets, i.e., coal minee in the United Kingdom, diamond mines 
abroad f ABsets that waste physically against those disappearing by 
.tIIuxion of time only (leaseholders) P 

(4) If such a reserve, hav1Dg been allowed for, is n1timately _Hoed, 
and the shareholders get back their original capital, is it intended that 
it sh&.LI have received an allowance 88 if • bU8iDNII had been 
" extended'" 

4. R .. .,." .. ,in relation 10 their '''"'' "" .... bodi_f "' A_t.. 
(1) A reserve is made, but the useu repreaentiDI' "it are ouuide 

t;eeuritiea. It d.oes not U extend n the b1l8inea any more than ;1 the 
proprietors had drawn their dividends and peroonally in_ted them. 
Jlut at a later date the inveotmento are oold and plant i. bought, the 
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II J.teIJOrV6" DOti altering. DOM the sum involved then beoome allowable? 
If 00. at the rates of tax for the date when originally r .... rved. or when 
"hangedP 

(2) A reserve is made in year "A: II and is represented by pla.nt. It 
is nllowed for. In year Ie B " the pla.nt is BOld and outaide investments 
bought. Is the allowanoe cancelled and if so at what rate P 

(3) What kind of inveatments would rank aa extension P Would' yol1 
have the same kind of tests aa in the Exoess Profits Duty for .. Capite! 
l!:mployed in the Business .. P 

(4) !:iuppose in a given year £100.000 appear. to reserve and there 
i. a100 £100.000 bank overdraft. or mortgage. Aaoets are increased: 
£60.000 plant. £160.000 investments. Is the outside investment regarded 
al standing primaril,y against the overdraft, or agaillBt the reserve, in 
the absence of any specific hypothecation P 

o. R •• ...., .. in ~.laticn to t/l.. .ha~.II.oId.,.. 

(1) !:iuppoBe a reserve haa been built up out of profits and allowed for 
uuder tb.ia principle. It is then capitalised, and bouus shares we issued. 
Are \heoa ahar811 to be liable to In.o .... Taz or not. unconditionally in the 
hands of the recipients P 

(2) if not liable. is it heoauoa any reinveatment by a sharebolding pro
prietor of bia protite draWD from a business, iD tha.t busineas, as distinct 
frum auother, should be encouraged and differentially treated in 
prinoiple' 

(3) if 10. ia the 0_ distinguiahable in eaoenoe from an offer of ahare 
oapite! with priority of allotment to existing shareholders P Would you 
give them Bn)' lpecial tax benefit and if JO what P 

(') Or would you make the distination that the introduction of new 
capite! from outside oould not be allowed. but if profits hed not bee" 
flchti1caUV drawn out of a business they could be invested in utenaions 
and allowed for. and then oapitaliaedP 

(5) Would there be any tA!ndoncy to diooourage new busi ......... as agaius' 
maklU& existing businesses largerP 

6. G .... raI. 
(1) !:iupp_ i' ia _n that .. busineoo is on its developlll6ll' to require 

£100.000 capite!. The ordinary method is to oall for this .... ount in __ 
iu .llare capite!. A new method may be to 8&7 Capite! Issue £60.000 
w.th a <liv.dend limited to 6 per cant. while tha remainder of the profits 
are beinll .""umulated (as ... _veo ") to another £50.000. Is it deoired 
to proyide thia a1tarn .. ti",,' 

(») Ja there au:J desire OIl your part, in oubatance. to alter the definition 
of prol\IA by alIo.inli for writing do...,. or _ in capital .... ts and/or 
inl,hidUlI for taxation gaiDa in capital a.saetaP 

(3) 11 .. reoarva for u.-pired risks ,_ out uJ~m.teb to show • 
Burplu •• d_ \bie ourplus rank as an allowable .-rYe whaD it emerges' 

(') 1f a .......... once .. Uowed for is diminished. is \be diminution .... 
charpd, U ... do you draw & rigid distinotio .. ~ __ 
denominated aa Reb and" C&IT3' forwarda .. p U .... OIl wllM principle' 
"-

Ra>r.T 10 ~ .................. Q_ ..... .,.&IU SVllXITI'U aT 8m Aua ... Low. 
Dt ...... _. F.C.A. 

III IIl1.Tidenoe-in-ehief I h ... laid.- on \be effed of high taxatio .. 
in diaoo....pnll oayinge. 

h folio ... \itA au:J redaction in u.zalioa ohouJd he 00 designed .. to 
prod ..... the lIlazimum ......... i .. _rinllL While. ~neraI all ro ...... 
reduc~OD ill the rata of I ......... Taz would lladoubWly Ita .. the e_ 
of i...,......;q _rings, it would aIoo prollabq iacreue the expeadnue 
011 I"" ......... whieb ... iUolf ie __ micalJ,J ,,-undo 

h ie \berefono salJlOlRood \b., redudioll ill tasUioIl micht well take the 
form of _ ..... p .. "II. ",thar .holly or p~a1J,J. frca .. n ...... ., .adt of 
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the profits of jndWltl'Y as are defiwtely eet aside to provide for future 
extensions and expansions of business. -

Any suoh general exemption to all Income Tax payers would be un. 
workable, owing to the difficulty of ensur.ing that any funds 80 set eeide 
were in fact used for the purposes intended, and further it would seriously 
infringe on the principle that taxation must be levied to a considerable 
extent in proportion to the ability to pay. , 

Legislation has given to a certain class of taxpayer, viz. incorporated 
companies, special privileges and imposed on them special liabilities; 
and has accepted as a principle in the Corporation Profits To. (now 
repealed) that special taxation may be impoeed on them. 

It would EJe8m, therefore, that the contrary principle may be acoopted, 
viz., that relief from taxation in the general interests of the community 
may be granted. to such companies; the more 80 as it baa been generally 
admitted that the Corporation Profits Tax was a hindrance to the progress 
of industry while the relief now to be suggested wonld have the opposite 
effect. . 

The plan is as follows:-
(1) That any Incorporated Company, whether public or private, 

and w hather incorporated under the Companies Acta or under special 
·Acts, including undertakings carried on by Municipalities and County 
Councils, be empowered to set aside, out of profits earned after the 
passing of the neoessary legislation, sums to be placed to the cradit 
of a Development Account. 

(2) That any amount so set aaide <in any year out of profiu. be 
wholly or partially exempted from Inoome Tax; provided that, if 
in any future year the Development Account is reduced by (1) diBtrj· 
bution to shareholders in any form, (2) applying any part thereof 
to make up losaes or depreciation in assets which muat legally be 
made good out of profits, (3) by liquidation of tha company, the 
amount by which the account is so reduced should become liablo 
wholly or in part to Income Tax at the' rate in force in the year 
in which such reduction takes place. 

(3) 'The auditors of the company would be required to cortify to 
the Inland Revenue -authorities on the accounts of each accounting 
period, that the amount standing to the credit of the Development 
Account is intact, and that no part th~reof is required to make good 
depreciation or loss .. on aaeets which should legally be made good 
out of profits, or altarnatively should oertif)' ilia amount of reduction 
in the """"unt required for such purpoeea. 

The effect of such provisions would be that a. definite increase would 
be made in the aseets of any oompany BOtting aaide profits to the Develop
ment Account over and above the 88B8ta previously existing, and this is 
equally' the fact if, to take an anreme case, the whols of the previously 
existing .....,ts may be subeequently lost. 

'l'he Dev~lopment Account, as long &8 it remains intact will be repra
... nted by either:-

(1) Additional buildings, plant and machinery, or 
(2) Additiona.l working capital, i.e., stocks, book debt.a, etc., 

enabling a larger busin .... to be done, or . 
(3) Additional inveotments iu .,....;tiea, ~ puroh~ of whICh 

would aet free the capital of other pereona for lDcreaaed Investment. 
The additional questionnaire submitted by the Committee Ou National 

Debt and Taxation appears to be directed to showing that any 81lCb plan 
of total or partial exemption from taxation, if applied indiacrimiDate!1 
to all taxpayers, would be impractioable and would ""nllict WIth _In 
accepted pr.inciplea of taxation. . 

This conclusion is accepted but the plan here outhned. moe," these 
objectiolW

J 
and each quenion » here 6D1JWered on the unmptlon that 
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the questions are directed against this limited plan, instead of against 
the wider proposal of exemption to each individual taxpayer. 

It Mould ba premised that tax la.ws never have been, and never can, 
he, entirely' consistent or writhout discrimination, a.nd that the pkm 
Buggeated is in this respect no different in degree from many other 
diacriminating provisions either now existing or which have existed in
the past. e.II.:-

U>rporation Profits Ta>:. Rent payable annually .. llowed as an 
expense but if payable in advance for a period of years, e.g., pur .. , 
chase of ... lease, is disallowed. • 

Expenses incurred by a trader dn earning -his income are allowed 
as a. deduction, hut expenses incurred by a R-e('order are not 80 

allowed. 
lIIineral royalti .. are submitted to special taxation. 
Allowance is made for depreciation of plant &nd m&ohinery but 

not for depreciation of buildings or exhaustion of minerals. 
CompllIliea are .1 a rule exempted from Super-tax. 
Other instances could be cited. 

It may be urged that if the suggested allowances are made in the case 
of C'ompani61 there ie no ground for refusing them to private individuals 
oarryang on an identioal business. The answer would seem to be that 
a company i. already 8ubjeoted to l'88trictions and entitled to priviJeg<>a 
which do not apply to the private individual; and if the latter is 
aggrieved at hie uoluaion from .the proposed concession his remedy, vis., 
to incorporate ft8 a company, is an euy one. 

GBN ........ Q1l1I8TION~. 

1. Yea, u:oept in the case of finanoe oompaniea which are alsslled 
on oapitaJ. 88 well aa revenue profits. 

II. Y ... 
8. No • 
•• G.Dera!ly it i8 desirable to distinguish clearly between .. pita! and 

revenue raserveo, but iD th" plnn propneed the question doeo not arise. 
6. Y .. . 
6. Y .. . 
7. Y .. . 
8. Y ... . 
9. Yea. 

10. Yes. 
11. Such a di ..... tanp:lement may ba deoirable. but it is very doubtful 

if it i. II"nara!ly posaible. nor is it n_1'1 for the suggested plan. 
Ill. To the first part, y .... and to the eeoond part, no. But the question 

is not partinont to the plan suggested. 
13. No. ucept whera depreoi.tlion ari.... from wear .nd tear or 

obaol ...... noe. 
U. o.rtainly Dot undor the plan proposed. To take lUI _me ..... 

tho whole of the capital _to existinll Wore. Doftoiopment Reoerve .... se' up mill:ht be iost, and yet the company ""uld. by reuon cl the 
Development ROIIIII'Ye. bave more .... to than it would b .... ltad without 
it:--" 

15. Th~ lu_ted eo1U'll8 i. quite unD~ under the pi_ proposed. 
16. No safeguard of the kind indi .. ted is required under the piall 

allllJl&8ted. 
11. RH8I'YeII for the maintenance of exiat.iol capital assets are quite 

distulCt from ~ ..... to .,....ted un_ the plan pro~ out of the Do>
'Nlopm~ll' Reser". h must. be ~ th., it. is DO' incumbeu' upoa 
• CODlpaD.," to crea_ out of proSto __ for c1epreciallion iu the nl ... 
of oapita! .... "'. ezoept to the _u' "'at sucll dopreciatinu arises out 
of ..... and tear and pooaibl" nbso-.. .... 

18. Yeo, but this haa DO bMriDil on the piau suggested. 

R 
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19. Under the plan suggested the Revenue will have no concern with 
cha?gea of value, except that they should' allow adequately as a charge 
agamst profits for wear snd tear and obsoleacen.ce. 

20. Under the plan proposad the amount of reserves for ""tensions 
upon whIch tota1 or partial exemption is to be allowed is confined to 
the amount of, ~eve]opment Reserve that, in accordance with the certifi
cate of the audItors, remains free and unimpaired. 
, ~1, .22, 23, 24, 25, 26. Under the plan proposed these questiODB do not 

ange. 
2? The underlying. basis of the case ii the desirability of encouraging 

8avlnge by companies in. place of a distribution of profits up to the hilt 
in dividende. 

28. The basic reasons for restricting this encouragement to companies 
&re:--

(1) That companres are already subjected to restrictions and 
entitled to privileges which do not apply to individuals or p.~tner_ 
ships, e.g., they" are not useased to Super-tax. 

(2) Tb&t it would he impracticable to allow the suggestsd con
.cesaiODI to individuals or partnerships because there is iD their 

-eases no web statutory division between capital and income as exists 
in ·the ('&lie of companiw. 

(3) Tioat ... make similar ""ncesaiooa to aU IncomeT.,. payers 
would infringe ,the priDciple of tanng according to ability to pay. 

29. Yes, provided they were incorporated bodi,,". The investment of 
the Development Reserve in securities would either create new industries 
or set free capital for this purpose. 

SO. Yes, as set forth in answer to question 28. 
31. Not if the plan suggested were adopted. 
B!. Not _arily, bnt in the pian snggested this question does not 

arise. In the abstract, by a system of .nowanees for normal expenditure 
up to some definite figure which would represent a reasonable eon of 
subsistence, any such 'result could be avoided. 

SPBClIJ'IO Qu.sno"s. 

1 and 2. Reserves in relation to investments and machinery and plant. 
Any reserve found to be necessary or desirahle in respect of esisting 
asset. is, aocording t(I the pian, de&o.itely ""eluded from exemption from 
taxation. 

Under the pian suggested the only factor of importance u that 
additional capital rep..-nted by the Development AOOO11nt haa been Imt 
into the bnsi ....... 

Appreciat.ion or depreciation of 8II8etI other than by weal' and tear or 
obsolescence (which should be covered by .lIowall .... far depreciation) i. 
ent;,;,ly ignored. If any portion of ttJe Deoelopmeot Account is J"e'juired 
to meet depreciation in aaaeta which should be, but haa not -been, made 
good out of profits, then 80 much of- the Development ",.",".m •• is 
reqnired for this purpose becomes immediately BDbject to tBJ< at the 
rate then in force. Development Reserve must be CJeated out of profih, 
and cannot be added to by appreciation in value of _ any more thY' 
it can be diminished by depreciation in value. 

3. Deaervea in relation to wasting.-rtB. Reserves for wasting aget. 
should he allowed as a charge against profits 80 .. to reduce the amount 
a&&eS8&ble to Inoome To. This is an entirely distinct question from that 
of a Development Reserve which n_riIy provideo aueto whiob ... nuld 
not otherwise bave existed, whielt _ must also be properly maintsiMd 
out of nwenue, 10 far 81 legally required. 

4. n...e";'.. in relotion to their form. As already aet out the form 
in which the Development Reserve is repre&ented by aSBetB !I irnmateri:t.l, 
provided such assets are propE"rly maintaiaed out of ""'&nue to the estent 
legally required._ 
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6. Reserves in relation to the .hareholder. In aooordauoe with the 
plan any distribution to shareholders which diminishes the Development 
ReseI'Vti, at onoe subjeota that reserve to Income Tax at the ruling rate 
on the amount of such diminution. Djstribution in such CBBe covers 
capitalisation by i88ue of bonus ahar. or distribution in kind as well sa 
in caah. 

6. General. No alteration is suggested in the existing practice of 
creating or dealing with reserves. It i. only .ugge&ted that an additional 
reeerve, under the title of Development Reserve, be created in fl'ffect as 
capital, and never distributed in any form to the shareholders, and be 
.ex@mpted from looome Tn in whole or in pert: If the whole, (1f any 
part of thia r68&rV8 is capitalised or distributed, or if the company goes 
into liquidatioD, the part 80 distributed or oapitalised, and in the cnee 
of liquidation, the whole, immediately becomes 8ubie..rt. to to: at the pre
vailing rate at that time. General reaervea, carry forW81'ds and acCUlnu
lations of profits in any form, which are not carried to Development 
Re!M!lrV'El, life not, under the plan, entitled to any exemption from tax. 


