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56 ROYAL COMl4lllIlION ON LOCAL TAXATION; 

APPENDIX I, 

SCBEDlJLlI of EXCl8E LICENCES, the PaoCEEDS of which are assigned to LOCAL AUTHORITIES in GRU T 
BruTAl", showing the NUMBER of LICEN.CES issued, and the AMOUNT of the PllOCEEDS in 1895-6. 

(Cf. 'l'hirty-ninth Report of Inland Reven ..... Commiasioner., pp. 38-9.) 

CLASS A. 

LIOIC'fCES 'l'O V'mmoBl Oll' J~OXIOA.TING LIQUORS:-
Dealen in Beer _ - .. -

., "additional Licences to retail .. 
Dealers in Spirite . .. .. 

IJ .. additional Licences to retail .. 
Dealers in Wine.. ..' ,. .. 
Retailers of Spirits-Publicans.. .. 

. JJ J) ." occasional Licences .. 
., "Grocers, Scotland .. 

Retailen of Beer, Cider. and Perry: 
To be consumed on the premises 
OeclUJional Licences .. .. 
Not to be consumed on the premises 

Retailera of Beer and Wine: 
To -be consumed OD the premises .. 
Not to be consumed on the premises 

Betailen; of
elder and Perry 
Table Beer .. 
Wine: 

To be consumed on the premises (Refreshment Houses) 
OCC8IIional Licences .. - .. 
Not to be consumed on the premises -

SweetB-Dea1ers .." .. Retailers.. .. -

TOTAL CL&I!O A. 

CLASS B. 

LlCENCBB TO TRADERS OTJiBR TBAl'f VRNDOnB OF lNTO:lIClAt.TIlfG LlQuons: 
. Auctioneers, Appraisers, and House Agents .. .. - .. 
Hawkers and Pedlars.. .. .. .. .. -
Pawnbrokers.. .. .. .. .. .. .. 
Plate Dealers : 

'fo sell 2 oz •• of Gold, or 30 OZH. of Silver, or upwards, in one article -
To sell more than 2 dwls. and less than S 02:8. of Gold, or more than 

5 dwts. and leas than 30 oz~. of silver in one article .. .. 
Refreshment BOUSe! - - - - _ -
Tobacco Dealen - - - - - .. 
Tobacco Deaie1'8' occasional T..icl!nces.. - - .. 

TOTA.L CLAss B. , 
CLASS C. 

EtTABLl8I1llBI\;T LTCRlfCE8:-
Mnle Servantl .. 
Carriagcs: 

Hackney Carriages.. .. 
Other than Hackney Carriages : 

With four or more wheels. and adapted to be tirawn by two or more 
Horses. or by mechanical power .. - .... 

With four or more wheels, and a.dapted to be drawn by one Horse -
With Ie88 than four wheels _ _ ~ .. _ 

Armorial Bearings: 
Painted on or affi:'ll:ed to a Carriage 
OtherwiSe worn or QBed _ 

'l'orAL CLASS C. 

CLASS D. 
\ION .urn GAile LIIJ.£!l'CEI:1:-

Gun .• .. 
Game, to kill .. 

.. ., (ocp.llsional) .. 
II tOt..~jD 

TOT.lL Cuss D. 

CLASS E. 

- ! 
! 

i 

N """"" 
o. 

LIODOBB. 

No. 
9,229 
4,07'l 

10,237 
',864 
4,485 

74,048 
30,698 
3,815 

80,534 
951 

12,630 

4,936 
1,569 

53 
90 

851 

• •• 
8,320 

76 
1,915 

206,314 

H,551 
11,107 
4,556 

12,781 
11~501 

28S,671 
20,048 

361.877 

47.873 
79~005 

306,946 

15,286 
40,841 

801,218 

175,467 
:'8,132 
6.742 
3,861 

244,209 

Amoontol 
Duty cbarged, Net Amount of 

1895-96, 
including Duty Duty received. 

for which 
no Licences 189~G. 
were issued. 

.£ 
29,758 
5,050 

105,988 
24,868 
45,921 

1,391,506 
4,978 

36,069 

106,888 
57 

16,4'0 

19,444 
4,671 

65 
22 

1,115 
24 

19,560 
39S 

2,320 

1,814,117 

77,971 
22,220 
34,170 

23,690 

28,400 
8,547 

78,235 
575 

268,808 

147,018 

86,500 

100.095 
82,645 

229,577 

82,101 
48,016 

720,947 

A7,740 
163,516 

6,742 
7,722 

265.720 

.£ 
29,752 

5,050 
105,987 
24,368 
4.5,927 

1,391,168 
4.978 

35,964 

106,370 
57 

16,420 

19,443 
4,672 

65 
22 

1,114 
24 

19,553 
392 

2,320 

1,813,641 

77,945 
22,218 
34.170 

23,684 

28,400 
8,546 

73,2:-15 
574 

268.772 

146,980 

86,506 

1<10,099 
82,6"'9 

229,270 

32,102 
42,957 

720,563 

87,660 
163,415 

6.742 
;,722 

265,539 

Doo I..JC$lu .. 'E1l I .. I 1,845,283 6o.t,568 504,519 

~-----I-------f------TU'l'AL .. I 2,958,894 3,574,160 3,573,034 
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APP..EN DIX 11 

TABU classifying 'fAXES raised by PARLIAKENT in 1868-9, on BASIS of TABLE D., at p. 35 of MEKORANDtrH 

1. CI1Il'OIiI D17TlBI 

I Tase. IIlei4ental to the 
Ownerablp, OccupattoD, OJ' 

Trauafer of Property. 

1--'--"-

Rafcablo 

PropEIl't.1. 

Non' 

Bl(l.teable 

Property. 

'[otal. 

TB.lOS 
TaJ:M levied in 

levied in te8poot ot 
I"8!Ipoot of Income. 
Commo.. I derived. 
ditics. Per:,~ 

GIU.ND 

TotA ... 
celtaneou8 

0.1 ('.1 l
ib, ... ;"". 

(3.! (I.) (S.! (0.) ...l!l-. __ _ 

£1" Il Il -- 22.4:22,000 - - .ta.42!.ooo -------1--'-""-,---I·--I==-
So lhC18R lJUTIBI: • 

Outtea on Corurumnt" ATtielfll (inelu"'mg I - - - - - 19.112,000 
LicenC88 falling on eonllumoble Articlc!). 

L1llCncell (othRr thn.n t.h0ll0 falling: 011 - - - - - 803.000 803,000 
Consumahle Anlell·.I. ' 

Railwa..v POU6UI!8f Duty and Stage em-· I - I - - - - 636.000 I 1536.000 lio':t6.000 

19,112,000 ID.112.ooo 

"',000 

riage Duty. : I 1 
AilKlltllUd TnKOI ~.. '- - - ],000 -- 1.!36.000 1,!SlJ.OOU l,M5,OOO 

TOTAl. BXC(8:1 DtJTm AND AIIS818ED J ----1----1----- 3 , "'3.000 .' ..... 000 
TAXBS" .. .. .. • - ~ - __ -_-_ ~~ __ - ____ ~ ___ I-·-'-·086-· ... -_I----

3. DRATH DUTIEIJ: I 
Probate, AdminlltnLtlon lrut Inventory 42al,OOO 1,170.000 I 1,692,000 

1)lItleti. 1 
Lt>gn.cy Duty .... M.,\OOO 1.600.000 I 2,0+.'),000 

1u000000ion lJut,y 

TOTAL DUTS DOTUS 

t. BUMP DUTJR8! 
.lJood. Dnd otblll' InltrumOilu ~ 

8ec~ltl. to BClU"8f ~ • I 

Pi", InllUmuce • i 

61 .. 000 106,000 i 720,000 
--'--1----'

l,.I57U,OOfI ; !.7M,OOO i .,S6I.000 

7B3,OOO 

(711,000 

749,000 

1111.000 

1,467.000 

09.000 

· i 
BUll or B:rolmnge and PromlllSOry Noles 

Gold and SUTor Pla.tn 

3M1,01l0 i l.ot9,OOO 

005,000 095,000 I 

132.000 
I 
I 131e,OOO 

Bankers' NO~III and CompoMilioD for Du~ 
on Banko",' 1I1Il. and Nok'B. 

NUWlpaJMlf lJu~ 

Pla,yllli CarU 

LlctmOeland OertiRoaI4lI 

Lil'B InmranOOI • 

Xarine Inlurancel 

: I 
• 1 

17,000 

80,000 

I 

17,000 

",'" 

I - 1./SD:I!:.OOO 

=: = = 11 __ = __ -I-2'::::=:~ 
- - - t,S61,OOO 

--1---11----1---1-'--'--

.,.000 

ll2,OOO 

10,000 

)SS,OOO 

157,000 

Ilf.OOO 

10,000 

133,000 

1.467.008 

....... 
l,OUl,OOO 

67,000 

.... 000 

13lll,OOO 

112,000 

10,000 

'33,'" 
17.000 

".000 
Patent MedlclDM • · i "'000 , ...... 
Reoolfltl DntI.I. 4c, · i __ -' ___ I;--M~"~OOO-il-~M~'~.OOO'-I ___ -__ I.------:.--.---- ___ -. ____ I~-'OO~"~OOO~ 

",,006,000 243,000 - 133,000 3'16.000 ",,<10 112,000 1.381,000 J 2.6'1P.OOO TOTA.L STA.' DUTrEI 

&, LUD TAX (unredeemed) 1.118,000 ::: - _ ],118,000 
--'---'--1-'--==·1-"'="-1----- -----

1.118,000 

6. lIfa.t.DtTBD Boua. DUT1' ~_31_, ... ___ -__ 1.....:'::.':::31:::.000:::...
1 
__ -__ .

1 
__ -__ 

1 
__ -_____ ._-__ -1-...:':::.':::3:::' .... =_ 

7. h'coM':p: TAXI 
8ob.edulo A 

8cll&dulc B 

8ah~oduleO 

8chMllhtD: 
P •• tullP II.Ild 8hoolinp 

Rall~ in tho 'Oni\ed. ltingdolll 

Quam ... llillM, &0. ~ 

RaiI'frIYI out. ot the United Kingdom • 

PoJ't'i.«n and Colonial hunt.iN Uld 
Ooupon •• 

MuniCipal lnterelt, ot.ber Intert"llt. and 
other I'rotU ... 

Pllbllu 00lll.pIUli9l· • 

..... 
175.000 

100,000 

Trad. and Prot_ionl" -

1'1,000 

130,000 

3,083.000 

]$9,000 

sn,ooo I St7,OOO 

i 
- ",000 

.... 000 

11'1,000 , ..... 
31,000 

13,000 

371,000 

/S17,OOO 

"",,000 

277.000 

16,01JO 

31,000 , ..... 
371.000 

517.000 

Scbodulo.· . - '1-
TOT.lL booD T.u. (at &I. In the.e) I 8,400,000 2.35S.000 &,7&8.000 

279,000 

.. -
Ql,ooo 

...... 000 

S.GM.OOO 

'&18,000 

M7,ooc, 

"OI~ 
460.000 

1'17,000 

'6, ... 

",'" 
13,000 

3?~'" 

..... ,000 ""',000 

511.000 61.000 

.0 P081' OntCB (u~ Dr nrcnt.'. ovor.}I--_-- -----+---+--_- _ l,l~~ 
OJ,perub,ure) .. ___ - __ I----~I_---I----.I--~--.I--"-' .. -·OOO 1.1'-".000 -- ----. i 8.6!O,OOO 7,8104.000 16,63 ... 000 "I,ns,o.:JO !.S ;0,000 3.&0.000 tS.4M.ooo 6I,1I!8,tlCIO 

_h_"_C_B_"_'_O_H_O_'_G_U_"" ___ ToT_._t ___ .->..! _'_'_'S_-L, __ "_'_O __ ..'I __ "_·_3_.L_"_·' __ IL_'_·'_-,-·~~~·_·_·_I~-- ~--
1 98,.0'. H 
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APPENDIX III. 

A DETAILED ACCOUNT of the various SUBVEN~IONS in RELIEF of LOCAL T AXATICN, 
prepured by MR. BLAIN of the TREASURY • 

. ·(PM tT.e amounts contributed under lhe respective T .. ads, see Table A. of Memorandum, pages 24-26.) 

ENGLAND AND WALES. inCllrl·.d by guurdi"ns for drugs and medical.ppli .. n .... 
-the la.tter addition bl'ing rendered neceB8Rry OOCUllSC 
in Borne cases the medical officer's salary covered the 
cost of such reqnirements. The grRnt ceased on the 
passing of the Local Government Act, 18E8. 1. MJnnOrOLITAN FIRE BRIGADE. 

This is a. fixed subvention of lO,OOm., annua.lly 
gr~ted by Pa.rliament ill pursuance of ~he Metropoli~lm 
Fire Brigade Act of 1865 (~8 & 29 VIet. c. 90). whICh 
imposed upon the Metrop~htan llOMd of. Wo~ks the 
duty of extinguishing fir? and of protcc~1D~ hfe ~lld 
property in, CRose of. fire lU ~he :M o.tropohs. lD~lu~mg 
the City, With (',cJ1:n,m outlymg po.rlshes and dlStrictS. 
~l'he grallt, which is burne on the Vote for :". ~tes .on 
Government Property" (Class I, of the ClVll .S~t'Vloe 
Estimates, Vote 13), appears to have been ongmally 
made by way of compensation for tho loss occa."lioned 
to the Boo.rd by there being in the Metro!lolis a. number 
of public officetl which were exemRted from legal 
liabil it] to loca.l rates. But, as the Government now 
contribate8 to rates on the same footing as private 
persoDsrthe grant may be regarded as 0. spontane~us 
subscription to the expenses of the Metropolitan Fire 
Brigade, to which all companies insuring property in 
the Metropolis against fire also contribute. The deficit 
is charged on the Metropolitan, now the County. rate. 

2. RATE~ ON GOVERNMENT PnOPERTY. 
All property occupied by the Orown for the pub!ic 

service is, except where otherwise provided by speCIal 
Acts. exempt from legal liability to local rates, In 
1859 the Government undertook to make a voluntary 
contribution in lieu of rates; but this contribution was 
limited to the poor rates and to parishes in which the 
Go'\"ernmont property represented one·seventh of the 
total rateable value. In 1874 the basis of contribution 
was ext.eDded to include a.ll local rates and all Govern .. 
meni. property. A Treasury minute of 7th February 
1896 provides for the qUinquennia.l re~va.lua.tion of 
Government J,>roperty in London for the purposes of 
this contribution, a.nd for re~valoo.tion in the provinces 
wheneyerprivate propertiesarcre .. vu.lued. 'fhe general 
provision for contributions in lieu of ra.tes is made in 
Vlass 1. of the Civil Service EstimatcR, Vote 13. addi .. 
tional provision is made in the Post Office Estimates 
fo[, l'ates on Savings Ba.nks premises. a.nd in the 
'rl)le~oh Estimatctl for l'&tcs on telcgrnph wires and o. _ 
premises. 

3. DIStUll1i'rlKBD AND MAIN ROADS. 

The first grant.in.aid, 250,OOOl., was voted in 1882, 
in deference to the daim for some relief to ratepayers 
in respect of the charge which hud been tl'ansfelTcd to 
them thl'ongh the abolition of tnrnpikes and tbe 
consequent augmentation of highway rat.es. Under 
th., Act 41 & 42 Vict. c. 77., one.half the expenses of 
mai.n roads formed a charge on county rates, the other 
half falling upon the districts or pUl·isbes. 'l'he object 
of tho Parlia.mentary gl'r~nt was to relieve the districts 
c,:, parishes of half their burden. 1'.0., of one_quarter of 
the total cost. In the fhst ycar one Vote was taken 
for the whole of Great Britu.in, but in subsequent years 
the Votes for }4~nghmd and Scot.land were taken t;ep8~ 
rately. Tho grants cen.scd on the pussing of the Local 
G-overnment Act, 1888. 

.t. SALA.UTeS or TEACHERS IN POOR LAW SCHOOLS. 

Thifl grant WIl8 :first voted by Parliament in 1846, 
the object being to increase the efficiency of workhouse 
inst-ro.ction by indncing the guardians to appoint 
tel'lCherR where thoy did not already exist, and to 
obtain more effiCient senices where they did. The 
amount pa.yable to each board of guardians waS de~ 
pendont u})on the number of scholo.rs and the terms 
of the certificate tllrnished by on inspector of the 
Loonl Government Bon.rd, The grant ceased on the 
passing of the Local Government Ac" l888. . 

5, SALABIES (\1' POOR LAW MEDICAL OFFICERS. 

This gra.nt was first voted by Parlia.ment in 1846 
with a "iew to improve the ~rstem of medical relief. 
Provjsion was made for hllif the salaries of the Poor 
Law medicnl officel's, Qlld filso for half the e:xpenditure 

6. SALARIES (If MJmICAL OmCERS OJ' HEALTH AND 
brSl'ECTORS or NUISANCES. 

This grant originated in consequence of the pllBRing 
,of the Public HoolthAct, 1872, the Government having. 
undertaken, in coDnexion with that Act, to hea.r halt 
the cost of the Poalo.ries of the medicnl officers and 
inapectors to be n.ppointed thereunder, subject to the 
condition that their qnalifications, salaries, &c., should 
be in accordance with the regulations of the Local 
G-overnment Board. 'l'be grant 'Ceased on the passing 
of the Local Govermnent Act, 1888. 

7. SAL.utIES. &c .• O. POOR LAW (NOW DISTRICT) 
AUDITORS. 

Under the Poor L.wAct of 1834 (4 & 5 Will. IV. 
c. 76.) the auditors were paid officers of the Unions. In 
1846 the first Parliamentary Vote for their sa.laries 
was taken, and from that time forward they were paid. 
80 far as regards the audit of Poor Law Accounts, by 
the State. Successive Acts assigned to the same 
officers the audit of the a.cconnts' of Local Boards, 
School Boards, and Highway Authorities, but with the 
proviso in each eYe that their remuneration for these 
dutil"s should be bome by the respective authorities. 

In 1879 the Distriot Auditors Act (42 & 43 Vic,. ~. 6.) 
directed that all payments to these officers out of 
local rates. should cease, a.nd that they should be 
remunerated out of the Votes. At the same time 
every loca.l authority whose accounts they audit was 
required to contribute to the cost by a stamp. duty 
according to scale. SimiJo.r pro'vision has since been 
made in regard to the auait of the accounts of county 
councils and parish councils (Vote for Local rTOvern
ment Board, Civil Service Estimates, Class 11., 
Vote 16). 

8. PUBLIC VACCINATORS. 

Under the provisions of the V 8.(!cination Act, 1867 
(:lO & 31 Vict. c. 84.), paymen, was made to public 
\·sccinat.ora at a rate not exceeding 18. for ellch sue .. 
cessful operation; such payment being in addition to 
the remuneration provided for these officers by the 
boards of guardians by whom they were appointed. 
'I'hat grant cesRod on the pa.ssing of the Local Govern .. 
ment Act, 1888. But tho State still provides, in the 
Vote for the Local Govel'nm,mt Board, England, the 
sa.laries and other expenses of the National Vaccine 
Establishment. . This institution, originally under the 
cnre of the Medlcal Colleges, from whom it was taken 
over in 1858, is concerned with the collection a.nd 
distJ:ibution oi lymph. and with instructiou of students 
in vaccination (Civil Sel"Vice Estimates, Class II., 
Vote 16). 

9. PAUPER LUlU.TICS. 

This grant was mado to each of thc three kingdoms 
as 'Part of Sir 8tafiordNorthcotc's scheme of additional 
relief to local taxation in 18i4. In England it was 
paid to boards of guardians and to county and borough 
authorities in respect of the pauper lunatics chargeable 
to these authorities; in Scotland. to parochial boards; 
and in Ireland, to county and borough authorities. The 
maximum amount was 48. a week per head. in eooh 
country; but in England the payment eonld not e::s:ceed 
the net cost of the patient's maiutenance after dL-.ducting 
sums l'ecovel'able from his relatives or otherwiso; 
while in Scotland and Ireland it must not exceed one. 
hn.lf of the actual net cost. 

As regards England, the grant ceased on the passing 
of tho Local Government Act, 1888. 

CRIMINAL PAUPER LUNA'I'IC!. 

The Cl'iminal Lun.tic. Act, 1884(47 &; 48 Viot. c. 64. 
s. 10), providod for the maintenance au. of voted 
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moneys or Ct'iminal pauper lunatics detained in o.ny 
asylum. ConsequentJy~ smile the passing of that Act, no 
claim has been made upon local autbo~itieH for the 
contributions to which they would otbct:Wlso have been 
lillblo for the maintenance of pauf,er mmates of the 
,Broadroocrr Criminal Lunatic Asy om (ClllSs III. of 
Oivil Hervice }<;stimate8, Vote 10). 

10. REGISTBA.RS or BIKTllS AND DP..&.TH8. 

Tho BiTtb. and Deoth. Registration 4QJ;, 1M'H 
(:17 & 38 Viet. o. 88.), increased the ra.te of remuneration 
payable by boards of ~dian8 to the registrars. A 
voto in aid of tho additIonal expense. enta~led upon the 
gnardiaus WM tllken for the first time m 1875. and 
continued until the pRBsing of the Local Government 
Ad, 11lll8. 

1l. CBIIIIIfAL Plt08B(JU-tIONI (RlwA.l'HBHTS 'to COUIITIBI 
AlI'D BOROUGHS): 

Prior to 17[,2, the cost of a. oriminal proseoution hOO 
to be borne by tho prosecutor himself. The Act 
25 Geo. II. c. 36. empowered the Court, in oases of 
('.onviction for Ic)ony, to order the county (or q~arter 
Hessiona borough) to make reasonable compensn.tlon to 
the prosecutor, and this provision wa.s subsequently 
extended to other offences. In 18:i5 0. Voto was taken 
to reimburse to tho locsl a.uthorities one.half the 
expenses of all prosecotions at assizes and quarter 
scssions and from 1846 L·nwards suoh o:rpenses were 
ebo;rgt.'d wholly to the Votes until the grant ceased on 
the passing of tho Local Uovernmeut A.ct, 1888. 

12. CLERK. OP ASSIZE. 

These officers WCTe remunerated entirely by fees, 
Imid out of county funds. until 185-6. Under the Nisi 
PriulJ Act, 18,j2 (15 & lti Vict. c. 73.), and the Criminal 
JUMtico Act, IM55 (18 & 10 Vict. o. 126.), they were 
placed au saiaries, the llrovision for whioh was made in 
the Vote for orimin&l proseoutions up to the year 
1~83-4, and since that ;real' ill tho Vote for the Supreme 
Cuurt oJf Judicature (OlvHSC!'vice Estimates, Olaes IlL, 
Vote a), 

13. CBNTRAL CRIIUJi-U COURT. 

!I'rom the establishment of the Court in 18:,14, the 
salaries and expenses were borne by county Tate8 until 
1846. when the whole cost was provided in the Parlia.. 
mentary Votes 08 part of the expense incUITed .for 
oriminal prosecutions. The grant ceased on the passmg 
of the Lor..al Government Act, 1888. 

14. Lo)lDOJi SBSSJOJlS. 

Under an Act of 18;)9, a. dl"p'lty was authorised to be 
employed in the. absence of the. Assistant Judg~ of the 
lI.iddle~e::r SC8~IOnlt, to be paid from the MIddlesex 
oounty t'BteE'. Any SUIDS 80 pa.id by the COWlty would 
have been repayable to them out of the Vote for 
criminal prosecutions. 1:10 tho deputy's remuneration 
WIlB made a direot charge upon tbat Vote. U uder the 
Iloco.l GOTernment Aot. lS~. the Assistant Judge 
became Chairman of the London SOBsions, and tho 
above o.rrn.ugoment WOoIlI oontinucd for the telt.ure of tho 

• thon chairmall. The provision wns made in the Vote for 
misceUaDooU8 legal oxpellses (Civil Service }o;dtimatcs, 
Clo.B~ 111., VoLo 2) until 1896-'7, when it oease-d. 

15. Cr..1UlK.s OP TUB P.BACI. &c. COIIPBNUTIONS. 

The Crimina.! JIlBtioe Act, 18[,5 (18 & 19 Viot. 0.126.) 
provided for po.yment out of t.be Pal'liamenfary Votes 
of compens..tlOu to olerka of tho peace and othol' offioers 
of quarter B088ioD8 whose emoluments were diminished 
by the opem.tion of the Aot. Proviaic:&l fur this JV"8d,uaUy 
expiriug oharge wo.a made formerly on the -Vote ror 
oriminal p1'08ooutions. and is now inc~u.dcd in ~he Vot:e 
fot' miBcello.neous lcgul expenses (Olvli SerVloe Esti
mate .. Vi .... UI., Vote 2). 

16. KBTBOPOLITAII POLICB (CmCTBIBUTIOIf IN &Il). 

'rlU' ('()st of "lis fOffe was bonw by the metropolitau 
parishes until 18'\3, when thn A(·t 3 & "Will l~. o.~. 
llrnvided fo'.'the pay~entof a Gove;ument con~lbutlon 
IItU fficient With a parlsh mte of 6<1. In 'he £ to meet the 
totall'bllo~ i ~ubjt'ot, hOW(-'VCT, to the condition that the 
I'nnul\l contrihution ~houhl not ex(·eerl. 60.0001. Tho 
limitat,juu to till,OllOl. "08 changed in lti.l7 to that uf an 
~nwnllt Ottou\ to t.he pnMhtoo of a 2J. mte. ami &g'"in in 
Ie&!. to one~fo\1rtb or the total charge. which "'tl8 not 
i~elf to ~:z:ceed t.he amount of I' 9d. rato. 

'rho .chemo of GOTel"llment relief tlo local rntes in 
187-1- ooDtomplatcd fOl' tho metropolilM, ... for the 

pro'\"illcitll policey an increase of i.he previously exieting 
snbve!ltion by an amount ('I'loal to .-;ne-fonrth of th9 
cost of paya.nd clothing. It proved inconvonient to 
make the contribution in a twofold form. bnsed pa.rtly 
upon the amount of the poJice rate a.nd partly npon 
particular items of eJpcnditure. So, as it "'88 fouud 
that the total contribution thutl recke-.ned was equal to 
about 4d. in the.£ on tho rental assessed, that basi a 
was lh:ed u{lon in 1877 for the contributions of fatnra 
years. 

The contribution ceased OD the passing of the Local 
Government Aot, 1888. 

17. METROPOLITAN POLICE (COMMISSIONERS .\ND 
RECEIYElt). 

From the establishment of the foroo in 1829 thero 
were t.wo Commissioners. pRid by the State, until 1856. 
In tha.t year. by the Aot 19 Viot. C. 2, one Commis
sioner W~8 dispensed with. and two Assistant Commill· 
sioners were suhstitnood. tJ'hcir salru.ies are still 
defrayed ont of the Pa.rliamentary Votes. 

In 1839 the Receiver of the Metropolitan Police., who 
had formerly been pe.id out of tho Police Fund~ was 
made also Receiver of tho Metropolitan Police Courts. 
and his salary was charged on the CODsolidatf!(]. Fund 
as part of the Police Court oharges j in 185~ the cbarge 
for his salary was transferred to the Votes. (Vote for 
Police (EngTand and Wales). Civil Servioe Estimates, 
Class III., Vot.e 7.) 

IS. POLICE, COUNTIES AND BOROUGHS. 

Prior to 1856 the establishment of a police force in 
tbe English counties was at the option of the justices 
(under the Acts 2 & 3 Viot. e. 93. IIud3 &. 4. Viet. c. 88.), 
and the power was not largely exercised. In boroughs 
the Aet 5 &. 6 Will. 4. e. 76. purported to make tho 
appointment of sufficient polioe compuhmrr. but there 
was no power to compel 0. proper standa.rd to be 
maintained. 

In 1856 the Aot 19 &. 20 Viet. e. 69. mad. the forma
tion of a police foree compulsory in counties as well as 
boroughs throughout England and Wales, pro\"ided fol' 
inspection under tha Homo Office, and empowered the 
Treasury to contribute one-fourth of the oost of pay 
and clothing of any force certified as efficient, except 
in boroughs of less thun 5,000 inhabitants. Similar 
provisions were applied to Sr:otland in the following 
year (20 & 21 Viet. c. (2). 

As part of the general scheme of rel;ef to loca.l taxatiol\ 
in 1874 the limitation of the contt"ibution to one-fourth 
the cost of Pdo! and clothing was 8uspended by the 
Act Wl & 38 Vict. o. 58. (afterwards oontinued annually)y 
and the contribution from the Votes was inoreased to 
one.half the cost. It continued until thc passing .of the 
Local Government Act, 1888. 

19. PRISON. (MAINTENANCB Ol' P.B.ISONERS IJi COUlITY 
A~D BOROUGH GAOLS). 

Up to the year 1346 local authorities had to provide 
tor the accommodation amI maintenance of all prisoners, 
not only while awaiting their trial, but also after 
conviction, pending their remon,l t,o n convict pri30n 
or the hulks. In IM4,ij the til'st Vote was taken to 
repay the oo~t of mniutonn.D.cc, in the local prisolls, 
of prisoners convioted I,t nssizcN 01' (Iuartcl' sessions. or 
snmmarily COllviotOli under cortain speoified Acts. 'rho 
('ontributlOn for this pUl'polSe wna at the ra.te of 48. Do 
week for eo.cb prisoner. It was incluaed for some 
yea.rs in the Vote for Of Crimina.l Prosecutions ,. and 
atkrwards in the Vote for •. County PrisoDSy &c., 
Great Britain," which cC8~ed nn the transfer of tho 
looal prisons to the Stnw under the Prisoll8 Act, 1877, 

20. PRISONS TUASSl'.&HRED. 

Up to the year 1877 Ioc"l authorities in each ~f the 
three divisions of the United Kingdom were under 
obligation to provide for the accommodation of prisoners 
awaiting' trial or undergoing senteJJceaof impt"isonment: 
fur short terms. while tho State maintained conviot 
prisons for the cDsLody of prisoners sentenoed to penal 
Ber~itutle. 'I'he three Prisons Acts of IBn (Tiz., 40 & 41 
Vict. o. :.n. for Engl&nd, o. 53. for Scotland. And C. 49. 
for Irt.'ll\ud) tra.ncile~d to the State aIL prisons bolong_ 
ing to local priaon aut.horities. and made the expenses 
of wnintell8o!lC8 of prisons and prisoners chargeable to 
the Votes. 'l'he trun~ferred prisoD8 in Eugland aro 
~rovided for ill tho Ch'il Senit.:o Eij~imates, Closs ill'J 
ValeK 

H~ 



6.;0 ROYAL CUMMISSiON ON LOCAL.TAXATION: 

21. PaYSON (l,ncEBS' PES'SION COJO[UTAT[Oli AmilUITIES. 
Superannuation a110wances ~warded to ofli~ers w~o 

were ic. the service of local pnsoDs at the date of thelr 
transfer to tho State are chargeable proportiona.bly to 
Imperial and local funds. For conveDieu~ of payment 
it was provided by tho Aot 4.1 & 42 V,ot. c. 63. that 
either the '.rre:.aury Or the local authority might 
commute its sbare of the joint payment. Where the 
Treasury share is commuted, the necessary capital,8um 
fl)r its dischar0'8 moy be adT'anced by the NatIonal 
Debt Commissi~DeT'8 under the Act -is & 46 Viet. o. 72. 
Suoh advanc8B by the N ationaJ. Debt Commise.ioncrs 
~re Tel"l'id by means of terminable an~uities for which 
proviRlon is made in the SuperannnaLlon Vote. (CIBSS 
VI. of Civil f3.ervice Estimates, Vote I.) This arrange
ment applies to England and Ireland, but not to 
Scot1and, whero it could not be convenient.ly carried 
out. 

22,23. MAllfTENUCB 01' CIIILDRR.'" IN RUOBIlAmRY 
UD bDUSTBIAL SCIlOOLS. 

Reformatory and industrial schools were in their 
origin voluntary institntions. They are still under the 
COlltrol and management of committees of pl"ivate 
persons, except a. ema.ll number or industrial schools 
provided by the local authorities. Their expenses are 
defrayod mainly from the Parliamentary Vote, partly 
from tho r:ontributions which local authorities are 
empowered, but not obliged, to make, and for the rest 
from voluntary subscriptions. The payments levied 
bv magisterial order on the parents of the children are 
takc.a. by the Government in aid of the Parliamentary 
\frmlt. 

'fhe first Pa.rliamentary Vote for II Reformatory 
Institutions" was passed in 1854-.5. A grant for 
jndustrial schools was inoluded in the Public Educa
tiOll Vote from 1856-7 to 1861-2, when tho provi.ions 
for tho two olasses of schools were united into one 
TOte. 

The expenses of reformatory schools are regulated 
by the Aot 29 & 30 Vict. c. 117, which empowers con. 
tribution. both by the Treasury and by local authori· 
ties; and simila.r provision was madA in the BBme year 
for industria.l schools by the Act 29 & 30 Viet. c. 118. 
The ParHamentiary contribution is a capitation grant. 
the general rate for each chiJd in reformato?' schools 
being 68. a wee~ while for industrial schools It is 58. a 
week in England and 41. 6d. in Scotland. 

(Civil Service E.3timates, Class Ill .• Vote 9.) 

24. REMOVAL or CONVICTS FROB COUNTY P&lSOSS. 

In 1835 the first vote was taken for repaying the cost 
of removal of cODvic~d prjsoner~ from local prisons to 
the convict prisons or Lbe bulks, an expense which had 
formerly been borne by county J'80tes. The provision 
was for some years included in the estimate for 
It Criminal Prosecutions, Repayments to Counties and 
Boroughs." Subs. equently Do separate estimate was set 
up uDder the title "County Prisons, &c., Great 
Britain," which continued to be voted nntil the whole 
cost of convicted prisoners became a direct charge upon 
the State under tho Pri.OIlS Act, 1877. 

2,). GlWITI TO SCHOOL BOAJlD8 IN PO()JI. DMRJCTB. 

TheBe grants are paid under the Element&ty Eduoa
tion Act, 1870 (33 & 34. Vict. o. 75. •. 97), which 
provides that. in the case of any school board district 
In which the sum required for the expenses of the year 
i. actually poid to the Board by the rating authority, 
and does not exceed the proceeds of a rate of 3d. in the 
£-auch rate at the 8&me time being calonlo.ted to 
produoe less than 20Z., or less than 7 •. 6d. a child-a 
speoia.l Parlinmentary grant may be made sufficient, 
with the proceeds of n. 3d. rate, to make up 2OZ. in all, 
or 7 •. 6tl. a child, 88 tte case may be. The provision 
is made in the estimate for public education (Class IV. 
of Chil ticrt'ice Estimates, Vote I.). 

26. BUWICK. BnJDGE. 
This small grDrDt of 90Z. 98. hGB a very ancient origin. 

lL represeni ... grant of 1001. made by CharI •• Il. to 
the Corporation of Berwick for maintaining the bridge 
huUt by Jamea I. !tWIlS paid out of the Oivil List to 
the end of the reign of George IV., and as the House of 
Commons ""all at that time against the transfer of the 
charge to Crown Revenues it was placed on the Votes. 
r..D which it nus since been annually borne. 'l'he Cor .. 
poration has to show by its &c('.ounts that the money is 
&etuall V •• ponded on repairs of ~h. bridgo. The gr .... t 

is now included in the Vote for If Misoellaneou8 ChargeR 
•• and other Allowances, Great Britain." (Olass VI. of 
the Oivil Service Estimates, V Cite 40.) 

27. R ... I • ..,. .... I011 OP VO'l'IRI. 
A special vote W&8 taken in the year 1885-6 to relieve 

localities of the expenditure entailed upon them in 
conneotion with the registration or voters under the 
Act for the extension of the County l!'ranehise. A 
motion was introduced into the House of Commons at 
that juncture, in favou.r of exempting local rates from 
all obarge for Pa.rliamentary registration (3 Hans., 
vol. 298, p. 367). The Government resisted the motion 
but undertook· to provide by vote in tha.t year ror th~ 
exceptional expenditure resulting from the new Act. 
The amount of the oontribution was caloula.ted at 4c1. 
per voter in England and Scotla.nd; in Ireland it was 
fixed. on different iines, a.nd was equivalent to a 
somewhat higher ra.te. 

28. DISEASF.S or- .Almr:A.LS. 
Under the Contagious Dis ...... (Animal.; Aot, 1878 

(41 & 42 Vict. c. 74.), local authorities were empcwered 
to require the elaugbter of 8liimals which were affected 
with pleuro-p!Jeumonia or had been exposed to infeotion 
and to par the owners compensation out of the locai 
rates. By the Plouro·Pneumoni .. Act of 1890 (53 & 54 
Vict. c. 14.), this power was transferred to the Board of 
Agriculture, and provision ",as made for meeting the 
expenses of compensating owners out of moneys voted 
by l'arliament. (Vote for Board of Agricnlture Cl .. s 
U. of Civil Service EEtimate., Vote 11.) , 

SCOTLAND. 

29. Ru .. Oil GoVEllli'l1'~'" PROPERTY. Se. No.2. 

30. DIS'rUR>rPIIED ""D MAIlI RoAD.. Se. N~. 3. 

31. lIBUICAL RE.!.Iu, PlLoPORTIOll' OP EXPE!i'SB. 

Sir Robert Pecl's scheme of 1846 contemplated tbe 
provision in Scotland. as in England and Ireland, of 
one-half th" salaries or Poor Law medical officers" and 
of the cost of medicines. But in Scotland the local 
Poor La-w anthori ties were nc.t obliged. to appoint 
medical officors. Consequently, the Bubvention "took 
the form of a fixed annual grant. which was; distributed 
among the parishes on lines laid down by the lloard or 
Supervision. The amount of the voted grant remained. 
at 10,0001. from 18..{.6 to 18S2-3, when it was raised ta 
20.0001 ... tho re.ult of an agitation by the Scottish 
Members of Parliament. It ceased on the passing of 
tho Local Government Act, 1889. 

32, V .. = LYMPH, 

Sinoe 1867--8. an annual provision of 1001. for cost or 
vaccine lymrh has been included in the estimate ror 
the Board 0 Supervision, now the Local Gol""ernmen. 
Board, Scotland. (Cl .... II. of Civil Service Estimateo, 
Vote 31.) 

3a. PAUPER LUNATICS. Bee No.9. 
Th. grant for Scotland ceased nn the p .... ing of tho 

LooaJ Government Act, 1689. 

34.. CRJUINAL PROCEBDIIf .. (SCOTLAND). 

In Sootland, orimilml prosecutions undertaken at the 
instance of the Lord Advocate in the Ilign Court or, 
with his cognizance. !n the Hheriff' Courts. have 
always been dem.yed by the Cro.m. Formerly they 
were charged upon the Hereditary Revenues, but in 
18:!1 they were tran.ferred to the Parliamentary Vote&. 

Criminal investigations before Justices of the Pea.oe 
and minor cases ill the Sheriff Coona were paid out of 
a county rate, called the Rogue Money Assessment, 
until 1851, when (by Treasury Minute of 6th Jan.1SS1) 
it was directed that the .. charges .hould be poid from 
tho Votes in order to place Scotland on an equal footing 
with England. The procnrntors fi ... l or pablic prose
Dutors. before 1850. received their remun8J:atit)n from 
public fands entirely by woy of fee .. but .moe th., 
timo the fees have been gradually abolished and 6xad 
salaries provided instead. (Cl.... III. of Civil Service 
Estimates, Vote 11.) 
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36. POLlCB, Comrrul .urD BoROl1Gn.. Seo No. 18. 

36. PRIson Ta.urS.BRUD. S .. No. 20. 
The traDsferred prisoDs in Scotland are provided for 

in ,be Civil Service Estimates, Ulass Ill., Vote 1 ... 

57, 38. MAllfTh'.lJfOE or CBtLDllE1' IX RBFOR1U'l'OBY 
AND llOlUS'IaI~ SCHOOLS. See NOB. 22 and 23. 

39. PlLlSOJl'8 (MAIJi1ESA:BCE 0' PBlIONBBS IN ~U'.ty 
Alln BOBOUGH GAOLS). 

Concurrently with the grant made for tho IlAme 
purpose in England, provision waa made on the Votes 
ID 18+6 for contributiD$ to local prison boards in 
Scotiand the cost of malDtenanOB .. fter conviction of 
prisODers tried by jury. In 1851 'he contribution was 
extended to include prisoners oonvicted without 8 jury. 
wben tried under .. sherifl"a W8mr.nt. As in England 
the max.imum allowance was 46. a week for each 
priBoner, nod the oontribution oontinued to be made in 
the Vote for II County Prisons, &0" Great Britain," 
until the trtmlfcr of Ihe local prisons to the Stete 
undar the Priaon. AcI, 1877. 

40. RBMOV A-L OJ' COlfTICTI PROM: OOUNTJ PllI80NI. • 

The grant initiated in 1835 for oonveyance of 
CODvicte from local prisoos to the convict depbta 
oppeora to have applied to Scotland as well ... too 
England. In 1849-SO, when the cbarge for this service 
wo.a removed from the Vote for It County Rates 
Repayments" to the Jeneral PrisoDs Vate, the pro
viBICJn was described In the estimates as for U Can .. 
" veYRne8 of Convicts, Great Britaiu," and it continued 
to be borne upon toot Vote until the passing of the 
Pri.ons Aot in 18'17 threw npon the Stale tile whole 
cbarge for prisoners after conviotion. 

.1. GJLUlT8 TO SCHOOL Bo&B.l)S IN POOR DIS'l'llICft. 

U nd.r the Educat.ion (Scotland) Act, 1872 (35 '" 36 
Viet. o. 62. 8. 67" grant.s arB made to school boards in 
poor diltricts in- Sootland, the conditions being the 
lame R8 for the corresponding grants in England under 
the Act cf 1870. (See No. 25.) (Olas. IV. of Civil 
Service E.timates, Vole 9.) 

42. SII1!:Rl!'P COURT HOUSES. 

Sineo 1861-2 an annual Vole has beell takell to 
provide half the cost of building and maintainng shel'iff 
fJourt houses ill Scotland, the other half beiD~ provided 
out of oounty rates. 'l'he reason for this dlvision is, 
thn.t tile Scottish sheriff courts have not only a civil 
joril1diction corresponding to tbat of oounty courts in 
Englo.nd. but also a cl'iminru jurisdiction, oorres
ponding to that of petty and quarter sessious, the opst 
of which falls on local fundo. (Ola •• r. oC Civil ServIce 
Estimales, Vole 5.) 

43. REGISTBATIOII or VOTBBS. S •• No. 27. 

44. DI •• AS118 O. AIIIILlLS. S •• No. 28. 

41>. LOCAL TUA",ON RBLID. 

Iu 1891-2 the tlr.t Vote .. as token for Cee grant. to 
s('hoo]s in England and Wales under the Elementary 
Education Aot.1891. Pending the legislation necessary 
for the extension of the fee grant system to Scotland. 
an equivalent 8um of 110,0001., belUg ll·80th. of the 
English grant in that year. WIl8 voted in 1891-2 88 .. 

grant in aid of local rates ill Sootland, to be applied by 
"OtlDty and town oouncila and polioe commissioners in 
relief of the ratea raised hy them in such DlRnner (WI 

they might determine. The feo grant aystem W'DB 
oxtended to Scotland in the following year, and 80 thia 
Vate was not ren~wed. 

IRELAND. 

46. RA..TBS ON GonUlNKtalT PnOr£RTY. St'fJ No.2. 

47. S.\SITAKY Ol"PICKRS. 

Uudor lb. Public Health (Ir.mndl Act. 187-1 (37'" 
38 Viot., o. 93. 8. 10), lobe 'I'ro88ury was empowered t() 

regulate the oaIari .. of sanitary office ... to be appointed 
under ~e Act, or the additional salariea in CASes wbere 

the appointme.nt might be conferred on an exibl.ing 
officer; and provision. was made for payment. oat of 
l"'oted. moneys of such part of these. salaries and 
additiollB to salaries as Parliament might determine. 
Aooordingly, provision is made in the Vote for the 
Local Government Board (Civil Service Estimatea. 
01 ... II., Vole 35), for repaying to the 1"",,1 authorities 
onc·half of the new and additional aaiariC"l!!: 

48. SCUQOLIrA!>TEBS AND ScnOOLHI5TBB8S~ ur 
WOBKHOUSKS. 

and 
49. POOR LAW MEDICAL OPPlCERS AND (10St or 

MRDICllfES. 

When Sir Robert Peel in 18-16 took over the Engli.h 
charge for salaries of teachers in tho Poor Law sohools, 
and half the salarios of Poor Law medical officers, he 
refrained from extending the sa.me provision to Ireland. 
on the ground that; oonsiderable a.lterations in the 
Irish Poor Law system were then in oontemplation. 
The Select Committee w hioh inquired into Irish 
tllXo.tion in 1864-5 recommended that Parliament should 
give Ireland the same aid &8 was given to England, 
and 88 a result of that recommendation provision has 
been made on the Votes sinoe 1867-8 for tbe salanes 
of Irish workhouse schoolmasters and Bchoolmistr'lsses. 
and for half the salaries of medical officers and of the 
cost of medicines and appliances. (Vote for Local 
Government Board, Classl!. of Civil Servioe Estimates. 
Vote 35.) 

50. POOR L. W AlIDITOBS. 
The English Poor Law Commissioners. appointed 

under the Act' & 5 Wm. IV. o. 76., were entrusled 
with the administration of relief to the poor of Irelud, 
and the provisions of that Act in regard to Poor Law 
auditora (lOB No. 7) applied to the Ia"cr oountry. 
Since 1868-9 a separate vote bOoS been taken for the 
Irish Poor Law Commisp;iun (now the Local Govern .. 
ment Board. Ireland). and the o.uditors' salaries are 
provided in that Vole (01... II. of Civil Servioe 
Estimates. Vote 35). The salaries oover the work done 
by the auditors in auditing the accounts of other loca.l 
bodiea besides boards of Jin1a1'd.ians, the payments made 
by such 100&1 bodies for those servioes being ta.ken into 
the Exchequer. 

51. VACCINE LYMPH. 

Prior to 1876 a small annual grant had for many 
years been made &0 the Dublin V llOointt Institution. out 
of the Vote for Hospitals and Infirmaries, In.land. In 
1876, in oonsequenoe of a discussion raised by the Irish 
members on the Vote for the English Local Government 
Boaml. the institution WBtI taken over by Government, 
and provision made for its expenses in the Vote for the 
Local Government Board, Ireland (Clasa II. of Civil 
Service Estimatea, Vote 35). 

52. PAUPER LUNATICS. See No. 9_ 

The Irisb grant for this pllrpose is still borne on the 
Vote. (Ols .. VI. of Civil Servioe Estimate., Vote '-) 

53. OBDlIlU.L PROSBCUTIONS. 

Prosecutors and witnesses' expenses were oharged to 
county fnnds until 1859. A committstt OD Oounty 
Rates in Ireland recommended in 1858 that suoh costs 
of prosecutions as has been transferred to the V otea in 
England and Scotland should be similarly defra.yed in 
Irelancl. This proposal was carried out from the 
1st April 1859. the first provision being made in the 
Estimates for 186()..:61. The contribution continues to 
be provided on the Votes (Civil Service Estimates, 
Olas. III., Vote 15). 

M. DUBLIN' MBTROPOLI'U)I' POLlCE. 

An annual Parliamentary Vote has been takC& fl)r 
this service since 1819. 1'he form of estimate then 
presented showed the anticipated cost of the force and 
the revenue from looal 8OurceS, and Parliamen~ "'aa 
Mired to vote the deficiency. .A. Select ComDUttee of 
the House of Commons, whlch inquired into the Irish 
MisceUaneous Estimates in It-:r29. recommended that 
the charge Bhonld be eq1lRlly divided between the 
public and the localily; but practically !he system has 
rcma.ined unaltered. uuder wbich the State providea 
for all expeonditure which is not covered by receipta 
from 1 ... 1 .. uroes. Th ... receipts OOIl8iat of a police 
_-levied .inee 1837 at ad. in the B Oil the rat ... ble 
val,.. 01 properly ill tbe police district-or carriage 

B3 
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rates, and of sundry licencell, feea, fines, and penalties. 
They amount at the present time to rather more t~a~l 
one· third of the groBS expenditure, (Cl .. s Ill, of CIVil 
Service Estimates, Vote 19.) 

,)5. RoYA.L IRISH CONSTABULARY. 

'rhe force " .. created in 1836 under the Act 6 Will, I V, 
a ia which made balf the cost a charge upon the 
Cons~lidaLcd Fund. the other half being repaya.~le to 
thet Fnnd ou t of local rates, I!, 1846, by the Act, 
9 & 10 Viet. o. 97, the provIsIon for re~o .. very o[ 
one-half t.he expenses f~om loc:al authoTl.ties wo.~ 
r~~ed, this measure bemg designed br ~ll' Rob.eru 
Peel as compensa.tion to Ireland for the. lUl.ury which 
bis freo-trade policy was expected to l~filCt on the 
agricultnml interest of tha.t country. Smce 1846 the 
Constabulary has been administered and provided for 
wholly by the State. In 1854 the charge WaH tra.nsferred 
from the Consolidated Fund to the Parliamentary V otctt. 
on which it is still borne. (Cln.ss III. of Civil Service 
Estitna.te~. Vote 20.) 

In 1857 the Reyenne Police, which had prev~ou8ly 
c:Listcd h! Ireland as a separate force, W38 a-bolisbed., 
Bnd the duties were transferred to the Constabulary. 
"j'his service .being of an imperia.l, n~t, a local, 
chal'a.cter, its estima.wd cost (about40,OOOl.) 18 deductldd 
·in calculating the cest of the Consmbnlsry ... a local 
charge. 

56. PRISONS (MAINTENANCE or PruSONBRS Df COtrlfTY 
AND BoROUGH GAOl.s). 

'l'he contribution under this head, initiated in Great 
Britain in 1846, was not e."ttended to Ireland until 1859. 
The condi.tions of tho grant corresponded to thoso 
which appliod in England,·but the maximum rote of 
gra.nt, instead of 48. a week for ea:ch prisoner. w~ 
fixed at first at 3s. a. week, and was ra18ed to 3s. 9el. lD 

11174: The contribution continued until the transfer 
of ihe local prisons to the State under the ('Ttmeral 
P:nsons Act, 1877. ' 

57.' Pxrsoss TRANSrEBRED. See No. 20. 

The transferred prisons in Ireland are provided for 
in the Civil Service Estimates, Class III., Vote 21. 

58, 59. MAIN'lESANCE 0" CHlLDno III REFORlIATOllY 
AND INDUSTRIAL SCHOOLS. 

The first Vote for reforma.to!'y schools in Ireland was 
taken in 1859-60, and for indnstrial schools in 1869-70. 
The m&.intenance gront is at the rate of 68. a week for 
each child in. reformatory schools and 5s. a week for 
ea.ch ohild above six years of age in industrial schools. 

60. SURVEY AliID VALUATION. 

'This ~crvice was instituted in 1826 .to make 0. 

't"aLua.tion of Irel.a.nd for the assessment of county 
rotes. It. W88 provided that the cost should he 
&.dl""anced out of the Consolidated }und. to be repaid 
in full by the counties. 'l'he valuation was Legun BS a 
toVo'nlo.nds valuation, but was cba.nged- to 0. tenement 
valuatiun i.D. 1846, owing to the introduction of 1 he 
Poor Laws into lrela.nd. It was not completed t"ntil 
1864, and since then it has been &nnuully revised or 
corrected under the Act 17 Viet. c. 8. 

In 1857-8 the charge ''Vas transferred from tbe 
OODdOlidnted Fund tc the annual Votes. 

In 1860, as ilie valuation was then being used for 
various Imperia.l purposes, as well 88 for local purposes, 
the Act 23 Viet, c. 4 provided that one.half only ef the 
&.nnual cost of revision !!h')uld be repaid by the 
counties, the other ha.lf being borne by the Votes of 
Parliament. This division continued antil 1874, when 
the Act 37 & 38 Vict. c, 70 prescribed a fixed 1H1ll11&1 
sum as the contribution of each county and oity. These 
contriuationa-amounting to a total of 8,OOOl.-sre DOW 

appropriated in reduction of the annual Vote. (CIn.ss II. 
of Civil Service Estimates, Vote 39.) 

61. IN.mllA,RIEB. 
An Act of the Irish Parliament (5 Geo. Ill. c. 20) 

established public infirmaries throughout Ireland, and 
provided for contributions by grand jut"ics in aid of 
their. expenses. In 1807 these contributions were 
charged upen the Consolidated Fund by the Act 
47 Gw. I II. c. 50, and in 18:>4 the ,'harge was transferred 
from the Consolidated Fund to the annual Votes. In 
1851 the Medical Cbarities (Ireland) Act, l' & 15 Vict, 
c. 68. enacted tha.t any allowance or sLipend pa.yable 
_under the foregoing provisions to any officer of such 
institutions shonld termioate with the existing 
recipient. exoopt as regards institutions jn the city or 
\:ounty of Dublin. Tho effect of that enactment was to 
make the allowances moribund. except in the case 
of four Dublin infirmaries; and the result up to the 
present has been to reduce the numher of ~articipating 
IDstitutioDS from 39 to .5. (C]ass VI. of Oivil Service 
Estimates, Vote 5, Subhead E.) 

62. DUBLIJl HOSl"IT.&LS. 

By a provi~ion of the Act of Union between Great 
Brito.in and Irelanll, the Parliament of the United 
Kingdom was bound to protide. COl' local purposes ill 
Ireland. during the first 20 yeal"S after the Union, an 
annual sum not less than the average sum expended 
by the Irish Parliament for certain local purposes, 
which included the maintenance of pions and charitable 
institntions. This obligation was very liberally fulfilled 
by the United Parliament; and, since its period 
expired, annual grants ha\'e t:ontiDued to be made to 
certain Dublin hospito.ls. The grants are now made, 
in accordance with the recommendations of a Select 
Committee of 1854, to nine h~pitals, lm.d they amount 
to an annual silm of 15,850l. (Class VI. of Civil 
Service Estimates, Vote 5, Subhead D,) 

63. REGISTRATION OP VOTEBS. 866 No. 27. 

64. DISEASES or llIllALS. See No. 28. 

65. EXCHBQUER CONTRIBUTION TO hEllND. 

As explained in Sir EdwardHamiltou's Memora.ndum 
(page 21), a certain advantage accraed to Eng]and and 
Scotland from the exchange of their grantsein-aid for 
the proceeds of Excise licences under the Bcheme of 
1888. In Ireland there was no corresponding excbange, 
and the existing grants-in-aid were continued; but 
as an equivalent for the gain which the other two 
countries secured by the exchange, an annual gra.nt of 
4O.000l. was made to Ireland, which Was voted in the 
first year! but has since been charged upon the Con
solidated Fu~d under tho Act :>4 & 55 Vict. c. 48. 

This annual grant has been used to build up the 
guarantee fund under the Purchase of Land (Ireland) 
Act,1891. Having now served that purpose. it baeomes 
o.vailable for grants to boards of guardians in Ireland, 
for lo.bonrenr cottages, and for other local uses. 
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APPENDIX IV. 

lhvOILAMDUH by Sir ·ALum M!lJfIla eX]llainiD~ the BASIl of TAlI .. D. at p. 35 of MEHO .... NDUK, which pt11'pOlts to 
oluMif) all TAXBS (inoluding those transferred to tho LOCAL TA..Ll.T10lf Accomrrs) raised by PULLUlBNT in the 
year 1~95-96. • • 

UHlTIID KnroDOI(, 

The table berewith is .n attempt to olassif" tho 
taxes l'O.ie:ed in the year 1895-96 under the following 
heads :-

I. Ta'l:Btion incidental to the ownership, oocapation. 
or transfor of property: 

1. Rateable. 
2. Non-mteablc. 

IT. TaJ:8S not inoidental to property I viz. :-
1. Taxes lovied in respect of commodities. 
2. Tax8s levied in respect of incomes derived from 

personal exertion. 
3. Misoollaneous taJ.ea. 

Tho vBrious taxes have been dealt with in the order 
in, w~ich they appeal' in the finance aocounts for 1895-
9u, ViZ.:-

1. Customs duties. 
2. Excise duties. 
3. Death duties. 
4. Stamp duti ... 
5. J~and tax unredeemed. 
6. Inhabited hons. duty. 
i. Income tax~ 

1. CUSTOMS DUTIES. 

These dut.ies, amounting to 20,965.0001., being im .. 
poKed npon a.rticles of consumption exclosively, have 
boeD p1a.ced under the first Nub-head of mEcs not 
inoidentsl to property. 

2. El<CISII DuTI1ls. 

rph~se duties (with tbe exception of those licenoes 
which do not affect consuma.ble artioles. and of the 
railway passcD~r duty) fall nndel' the same head and 
}lub.hood aM Castom. duties. They account for 
2ll,7u4.0001. of tho to"'\. 

Tbe balance, viz. :-
Licences not fa.lling on consumable articles 

(sncb as guu. game, Rnd estnblishment 
• IicenoC'It).. .. .. .. .. 
And rBihomy passenger duty 

Tom! 
Bru c.1llS8ifiod under It Miscollaneous." 

£ 

1,6:12.000 
259.000 

1,8lll,000 

Dealing in the first pla('c with Exeiso duties falling 
on oonsumable &rtiries, the followin~ details show how 
tho total of 29,704,0001. b8~ been arrIved at, "Viz.:-

Beer duty 
Hpirit doty - .. .. 
Cbnrgoa ~n delivery - .. 
Cuff,,>e mixture labels, and cbicory duty 

Total 

Li ... .enct.'8 on consumable artioles: 

£ 
11.131.000 
16.380,000 

4.000 
8,000 

27,518,00.1(} 

1. To "udors or intoxicating liquors- 1,970,000 
2. To manufacturers of .. he same (brewers. 

reatitien. &:c.)t 17,000 

• The dtllAil, will b· Ibund unlitit' Lioenee.,. CJu,j A.. 39th B..port lul"111 
&V"IIUfI, 11-11. *' rmd :'1, 

l' Th",dtttalh"",U boo found l",dlll' Lit"NIOllll, Clu B, 3uh Ik>port Ialand 
'BeWhllft,P.:tL 

3. To vendors of consumable articles 
other than intoxicating liquors. 199,000 

Total. 2,186.000 

Grand total of Excise duties on coDsumable 
artioles 29,7()4.,OOQ 

The fonowing are tho details of the licences o,IU17' 
than those falliDf. on consumable articles classod nnner 
" Miscellaneous, • 1,632.000/. 

Auctioneers .. 
Pawnbrokers 
E."'bliobment 
Gun licences 
Licenoes to kill game 
Dog licences -
Penalties 

£ 
85.000 
37,000 

721.000 
95,000 

183,000 
504.000 

7.000 

Total • 1,632,Ooot 

Railway passenger duty,2i19,OOOl. clDSSed as misce! .. 
IlJrnf)ous. 

3. DEuR DUTI ... 

'l:bese dunes must eVidently be classed in their 
~.nttrety ,!ith &. t.a3:es incidental to the ownersl!ip. 

occupation, or tra.nsferofproperty." They ('onstitute 
& true proyerty tax, thongh levied by way of "fines n 

payable at l.ITegular intervals and at varying rates. On 
the other band their distribution between rateable and 
non-rateable p.roperty presents many difficultie.", and 
only an approXImate result can be arrived at. 

Probate and Account Duty. 

Rateable 
Non·roteable 

£ 
48.000 

133.000 

The proportions of mteable to non·rateable. viz. 26':; 
per cent. and 73',) ~er cent. are based upon an 8llaly~i8 
of the property subject; to Probate duty made by me i:l 
connection with my evidence before the Commission on 
Agricultural Depre&>ion. The details of the calcnlatioUB, 
by which these proportions were arrived at, are fully sss 
forth in my H Statement of Etidence" (Vol. IV. or 
Evidence, pp. 579 and 580). 

Temporary E,la/£, Duty. 

Rat""bl. 
N onwrutea.ble 

il 
150,000 
13,000 

The sum of 150.000l. is mad. np ... foUo .... :_ 

Rateoble Proporty. 

Realtv • • • • • 146,000 
peoJ'Soilslty (26'S per cent. of the total 

duty on personalty) 4.OCoJ 

To"'1 150,000 

• Tbedetaila. will bt'! round utxkor Li(Y'nres. 01 .. B. 39th Report rnluul 
~·euue. p. SL Tbe whok, 01 the h~9 in Clasa B are included 
uudf'r this bmdi~. u~, tbow alread.v LnC'11lded. in t. and auetionf'(>n', 
&e. and pawnbrokers' lirenceL TbU: hMdmg &1_ includes p;ame dealers 
JiC'E'Dct'IlJ t.", 39\b. Report inland &en'lute, p. 83 wbere thew aPl""'" III 
C~D). 

t &.t pp.32 and SSoftbo3Pth ~ lalUld. ~ne. 

H4 

Pa,.. ... 
lIPth HH:JIOI1; 
Inland 
.KttTeoue. 
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73'1; p.r cont. of the tote! daty on 
l"'TRODalty 13,000 

The proportions of rateable to non-rateabl.e in "the 
personal property snbjeot to the T.mpo ...... y Estate dnty 
are the same 88 in the case of the Probate doty. and the 
nmonn* of dnty has been distributed accoJ"dingly. 

Rateable 
Non·rateabl. 

Total 

I) 
8,540,000 
6,383,000 

- 9,923,000 

The non-rateable portion ie 73'6 p.r cent. of all the 
duty paid on personalty. 

Th. rete.bl. portion inclndes Gil the dnty (l,250,0001.) 
paid on realty and 26'4 per cent. (2,290.0001.) ofth. dnty 
pa.id on personalty. 

It will be observed that the proportions of rateabl.to 
non-rateable in the case of personalty subject to estate 
duty differ only fractionally from tb,e ~portions 
in the ense of :pt'obate duty. The proportions m the one 
ease. as in the other, are the se.me os those taken by me 
in my ana.lysis of tax revenue submitted to the Com
mission on Agricultnml Depre89ion (see ab0t7e). As 
already stated, 'their O('curacy is not beyond question. 
Indeed if the death duty statistics of a number of years 
were analysed, the ~roportionB ''"QuId. doubtless vary 
somewhat in every year. Bllt there IS no reason to 
suppose tha.t the year actue.lly taken is otherwise 
than an &\"erage one. 

Rateable 
Non.rateable 

Lega<y Duty. 

Total 

£ 
724,000 

- 2.007.000 

2,731,000 

The legacy duty ia paid entirely by personalty. The 
rateable proportion has been arrived at on the basis 
ndopted in the .... of the probste dnty, i .•.• 26'5 per 
Cl3nt. rateable, 73'0 per cent. non-rateable. 

Rat.ahle 
Non-rateabl. 

SuccuBion Duty. 

: 

Total 

I) 
897.000 

- 164,000 

- 1;051,000 

Of the total capital paying &ucce •• ion duty on._fifth 
lUI.8 been taken as representing P:'l"80Dfllty; one-fifth?f 
l,051,oooL = 210,OOOL, bnt of this 210.000/. a certam 
proportion must be 1l8Signed to rateable property, and 
thib proportion has been based OD the percentages 
pl'evio)usly ascertained, viz. :-

26'5 per cent. rateable 56,0001.,73'5 per •• nt. non
r&te~bl. 164,0001. Adding 56,0001. to 841,000/., the 
duty on realty, we have the total duty on rateable 
pro!lerty,897,ooo/. 

Corporation Duly. 
'rho accounts at the Inland Revenue Office ensble us 

to state with approximatft accuraey the ootual duty 
borne by rateable and non-rateable property, viz. :-

Rateable 
N on-rateabl. 

Total 

4. STA"' •. 

1. needs and other instmmenis. 
2. Seourities to bearer. 
3. Joint-stock companies' capital. 
.... Contract note. above lao 

£ 
- 84,000 
- 6.000 

• 40,000 

li, Bill. of ""change and promi •• ,.r:Y note., 

{

Bankers notes. 
6. Composition for duty on ba.nkers' bills and 

noteu. 
7. Cards. 
S. Licences and certificates. 
9. Life insurances. 

10. Marine insurances. 
) 1. Pateut medicines. 
12. Receipt. draft. and other lei. Inland Revenne 

stamps. 

1. Deah and other I ... lrumenll. 

The stamps on thes. dooumen~ fan under the 
bend of:-

Tax.s incidental to property 
I) 

Rateable - 1,946,000 
N on-rateable - 2.059.000 

Total - 4,005,000 

1. The distribntion of the dnty on .. needs and other 
Instruments,l is, necessarily, only approximate, this 
being one of the heads of i-evenue, the analysid of 
which llresents th. greatest diffioalty. 

A certain number of the instruments are executed on 
stamped paper and their precise nature is Dot known 
and cannot be discovered. The sa.me applies to 
instruments to which adhesive stamps are attached. 
The bulk of the documents, however, consists of 
conveyances, mortgages, and lea8e8. Conveyances 
(inoluding under that term transfers of stocks and 
shares) account for upwards of ~.950,OOOl., leases and 
mortgages for another 350t OOOL; so that these items 
between them represent upwards of 82 per cent. of ,he 
totnl. From accounts kept at the Inland Revenue it is 
possible to distinguish the conveyances. leases. and 
mortgages of land and hOUSC8 t from similar documents 
dealing with other property. Th. stamps on the 
whole of the former category, upwards of I,OOO.OOOl., 
ha",~. of (,,-Durse. been credited to rateable property. 
The amount of stamps on transfers of stocks and shares 
has, on the otber hand, been divided be~ .. n rateable 
and non-rateable in the 'proportion of about 35 to 65 ; 
this having been taken, lD the calculations submitted. 
b'y me to the Agricultural Commission~ os the propor
tIon oC rateable to Don·ratea.ble property in the capital 
of publio companies, including railway and others of 
the class technically ossessed under Schedule A. 

These figures were the meaD. result of severa.l 
independent calculations, Dot differing very la..-gely 
in their out-come. and are probably noi far from the 
truth, but they cannot pretend to accuracy. 

The rest of the yield of Btamr duties on. ,. deeds and 
other instruments" consists 0 items, most of which 
are very difficult to distribute. Fortunately the amount 
is not sufficiently large for any error in this distribution 
to affect very materia.lly the total resn.lt of these 
calculations. 

2. Securities to bearer I and 
3. Companies' capital duty. 
The stamps in both these cases are clearly borne 

by non-rateable property. and have been aUocatad 
BCC'Ordingly. 

4 •. Contract noies. 
These stamps bsve been divided b.t ..... n rateable and 

non-rateable property in the B&Me proportion as the 
lltamps on transfers of stocks and shares under the 
heading" Deeds and other Instruments." On further 
consideration, however, I thiD..k this is not qUite correct. 
Oontr&ct notes are issued, not owy in connection with 
tronsfers of stacks and shares of Publio Companies, but 
with transfers of foreign stoola!-4.ll non-rateabl_ 
consols, &0. Consequently, I think: that the amount 
o.ssigned to rateable property under this head ill rather 
too large. But I can think of 110 mean. of arriving at 
anything like an uao&. division. One-fourUl and three
fourths is ... a pnre gn .... "het I shoald be inclined to 
take. Tha amount at issue is very incoDsiderable. 

Tbe remaining items UDder the bead of stamps, with 
th~ exception of 7 and II (playing cards and paten' 
medicines, which I believe everyone is prepared to 
leave under the head of duties ou collsumable articles). 
and 8 (lioenceH and certificates which are classed as 
miRcellaneouB), are items which it haa been decided 
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to wosr .. rom the category of iDes Dot incidental 
to property, in which I .... diopoeed to place them, to 
that of taxes on non_rateable property. : 

My reasons for dissenting from this change have been 
RO abundantly stated in OODYcrsations with Sir E. 
Hamilton .... d :Mr, Murray thot I do not think i' 
neoe .... ry to .... peat them here. I still adhere to my 
original o_pinion. but I admit that the question is one of 
great dilllcnlty, and I feel 00 much the force of the 
arguments used on the other aide that, while still 
dissenting from the prevalent view, I W6B, bebe 
resigning my seat on the OommislioD, quite prepared 
to acquieaoe lD the course preferred by Sir E. Hamilton 
.... d Mr, Murray. 

0, Ialrn Til UnBDBBKBD, 
Thi. tax i. all on rateable property. 

6. INBAIIl'lBJI HOUBB Dtrn. 
Thi. tAx io ohargeable on the occnpiers of dwelling. 

houseSt which are rateable, and ha.8, therefore. been 
classed under the head or U Taxes incidental to the 
ownenhip, occupation, or transfer of propel'ty:' This, 
of coarse, gives the go.by to the question of "real 
inoidence. U As far aa that is concerned. the question 
seems to me identical with that of the incidence of 
" onerous" rares-that is to 88oy. of those rates, which 
.re reaHy taxes, whether OD the owner or occupier, and 
not merely payments for services rendered. 

Bataablo -
NOD.rateable 

7, lNaollB TAX, 

8.I,odu1. A. 

• 
Total 

B 
4,766,000 

28,000 

4,794,000 

The non-rn.tea.ble portiOD only Oo.UB for explanation. 
The 28,0001. thus cl .... d repre.ents prinoipally the 

dutyloTied in respect of mortga.ge, interest, &c. sccured 
on churches, chapels, and other property which is not 
rated. 

8.Aoduz" B. 

N on.rataable • 
B 

59,000 
Incomes derived from personal exer-

tion - - • • 119,000 
Thi. latter .um repre.ents two-third. of tbe duty 

ooUeoted under Sohedule. B. and D. (~' .. rmer.). 
The other third represento the duty attributable- to 

the farmers' capital, 

Schedule O. 

£1,800,000. 
Sebedul. C. Is a tAx on the income derived from 

Government securities, home, colonial. a.nd fureign. 
Thea ....... property, but they are clearly not rateablo 
property. 

S.I.edule D. 

Fi.hlngs and .hootings, 92,0001. 
The income tax paid by the •• aouroeo of profit ill 

attributed to rateablo property, 

Railway. in the UDited Kingdom, 1,033,0001. 
The tal< borne by thes. i. attributed partly to rate· 

able property, and partly to non.rateable property. 
'rhe division is made on the following principle. We 
know from the inoome-tax ua88sments the toW profits 
on whiob rail_yo are oharged. We know from the 
returns of 100al taxation their gross estimated rentoJ.. 
The tall on 80 1Iluch of the profits as is equal to grou 
eotimated r""IoII, 646.000/., baa bee.. attributed to 

I US4<.9. 

.. rateable property ~'; the tax on the balance, 388.0001., 
to .0 nonprateable property." 

QllAJ'ri~ mines, canals, ironworks, waterworks, gasp 
works, salt springs or wurks, markets, tolls, and 
cemeteries. 8M.OOOt. 

The profits of aU these sources of revenue, the lut 
tour of whioh are almost a quannt6 negligeable, have 
b~eD de~.Jt with together and on the sa.~e principle. 
Like railways, they are rateable, and. like railways 
also, they are rateable only on a portion of their profits. 
In order to divide income-tax paid by them between 
.. rateable property" and II non-rateable property," the 
same system has been followed as in the case of mil. 
w&ya; accordingly, 447,0001. is apportioned to rateable 
property, and 404,0001. to non·rateable property. 

Bail_y. out of the United Kingdom, 390,0001. 
The tax on the.e obould clearly be credited, in its 

entirety, to "non-rateable property," theso under
takings being, of course, not Bubject to rates 80 far as 
this country is ooncerned. 

Foreign and Colonial securities and COUPODB. 495.000l. 
This includes all Foreign and Colonia.l securities not 

88S9sSed under Sohedule C. These, again, are entirel, 
U non.rateable property." 

Monicipal inte_t, other interest, .an~ other proJits, 
239,0001. 

This is a. small item, and again is " non .. rateable 
property." 

Publio compa»ieo, 1,929,0001. 
Thi. head compriseo .11 oompaDi .. other tha.n roil. 

way companies and companies owning property alrea.t11 
dealt with under the head It Quarries, Mines, &0." Tho 
income .. ta,x paid by such oompanies under Schedule D. 
is entirely credited to "non-rateable property. II No 
doubt a portion of their property (such as factories or 
business premises) is ra.teable. 'But such portiOll pays 
mcome .. ta.x under Sohedule A. and has therefore 
already been dealt with. Their profita onder Scbedule 
D. are arrived at after deducting the assessments. 
which are oharged under Schedule A. 

Trades and professions, 3,628,0001. 
This head comprises all profits made in ind ... try, 

business, or theeXel'Oiseof any profession by individuals 
as di~tinct~~m publio o!'mJ?a:nies. ~e asaessments on 
the t.mmtJbilKl. of such mdiVlduals. like those on the 
immobilia of publio oompanies, are made under Sche
dule A., and are deducted in aniving at their profits 
under Schedule D. Therefore. 80 muoh of the income.. 
tax paid on the profits of U trades and professions," as 
is attributable to property .. t all, must be oredited to 
II non-rateable propeI1iy." But no materials m:ist for 
determining what proportion of the incomes Rrising 
from .. tradea and professions n as above defined is 
derived from property, '.8., from capital. as diB~inc1i 
from personal exertion. Sir Robert Giffen in his 
.. Growth of Capital," following :Mr. Dudley lIaxter, 
eltimates it at one-fifth. In e. matter where. admittedly, 
,. no exactness is possible" the procedure of these 
eminent economists has been followed. Of Non-rateable 
property JI has, therefore, been credited with one..fifth 
(726,ooot.) (If the inoome-tax on the profits of "' trade. 
and professions," while the other four.fifths (2,902,OOOl.) 
have been classed aa It taxes in respeot of incomes 
derived from personal exertion. 

Schedule E, 

1,124,000/. 

Sohed 111e E. is t. tax on Mln.ries i the do.tv baa there_ 
fore, been clD.Bsed as one on II incomes doriyed froID 
porsonal exertion.'· 

8. POft OrrlCB. 

The tJ:e.tment of th. Post Olliee ",,,.nlle i. esplained 
in Sir E. Hamilwn'. Memorandum (pp. 3&-7). 

1 
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Answers by Lord Farrer. 

Question 1. Is the classification of Impl'/l'ial Tawation indicated in t11e accompanying Table 
a w/"rect classification: if not, what alterations can yfJU 8uggest ? 

Question 2. A.ss'Wlllling the classification, is it complete, and Me the se'lJl'/I'al items OO'I"I'ectlllJ 
distributed ? 

I am unable to suggest any amendment of the classification of Taxes contained 
in the Table. 

QUIl8tion 3. In pl1ll'ticular, should Rueh an item as the net reve'/1lUlJ of the Post OjJiee, be 
treated as a 7'aw, aw, if 80, 'lI/Ttdl'Jl' which of the heads specified in the Table t 

I think that the surplus Revenue of the Post Office, after paying the expense of the 
service, is rightly treated as a Tax, and is rightly placed under the heading" Taxes not 
incidental to Property," and the Sub·heading "Miscellaneous." 
Bu~ it differs from most other Taxes, inasmuch as the principal object in administering 

the Post Office should be, not the amount of Revenue, but the efficiency of the 
service. 

Question 4. In considering the equity of any taw or 8ystem of tawati.on, what tests should 
be appUed? . 

This questio!;l has a very wide scope. I do not suppose the Commission desire 
their witnesses to write an essay onprmciples of taxation, or to repeat Adam Smith's 
canons, or to discuss the mysteries of "equal sacrifice." But there are two or three 
practical suggestions concerning taxation which have occurred to me, and which seem 
peculiarly appropriate to the subject before the Commission. They are as follows :-

(a.) Taxes have a tendency to distribute their burden fairly, if only they are constant 
and uniform. This is especially true of taxes on property. The corollary 
is that unnecessary changes in such taxes are to be avoided. 

(b.) Facilityof. collection is no doubt a great advantage to a governing body. But 
this facility should not be such as to make the taxpayer unconscious of the 
burden. . Otherwise a great security for economy and good administration 
is lost. Those who pay the piper call the tune; and in calling the tune they 
should not ·only pay the piper, but feel that they pay him • 

. (c.) It is not enough that a tax is fair in its ultimate incidence. It should be made 
clear to the taxpayer that it is fair. Otherwise a good tax may be endangered 
in consequence {)f ignorant discontent. Sentiment and ignorance playa large 
part in questions of taxation. . . 

(d.) Simplicity in accounts is a tflst of good Finance.. Where accounts are so 
confused that ordinary people cannot understand what they pay, who pays it, 
how it is applied, or· who il!! responsible for its right application, there will 
probably be not only ignorance and discontent, but maladministration. 

Question 5. Oan youo,O'er any suggestionIJ which would assist the Oommission in 
delerminmg ~he question of the real incidence of tawation as distinguished from its p"'imary 
Qr appare;nt inCidence? 

I will not invade the domain of the professor by attampting to write an essay on 
this very difficult and very speCUlative question. In my answer to Question 6 I have 
said a few words about the ultimate incidence of the special taxes referred to in these 
questions .. Here I will. only say that I believe it to be a general. truth that taxes 
have some tendency to stick were they first fall. This is true, though to a comparatively 
small extent, even of taxes on consumption, such as customs and excise duties. The· 
ultimate incidence of these taxes is undoubtedly on the consumer, but the shifting of 
their incidence may be modified or concealed by the state of the market. If a brewer 
is making large profits, he' may prefer to bear a small tax rather than alter the 
'Price of a pot of beer. If he is losing, he may raise his prioe by more than the tax, or 
:may withdraw from the business. The price to the consumer is no doubt ultimately 
:affected. But the change may be delayed, accelerated, or concealed by other 
ciroumstances. 

That taxes have a tendency to stick where they fall is much more generally true 
of taxes on property. It is, indeed, doubtful whether a permanent tax on permanent 
property is ever shifted at all from the first possessor to any subsequent purchaser. 
The first purchaser pays a smaller price in consequence of the tax; and every 
succe6ding transferee takes the property with the burden. 
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Between these two extremes, viz., of certain uitilllate shifting in the case of taxev on 
consumption, and of no shifting at all after the first purchase in the case of permanent 
taxes on property, there are a great variety of degrees of shifting which are difficult 
to trace. 

Question 6. Could you, ffJr e.vample, state !IOUr vimu as to the 1'eal incidence of
(a.) The Inhahited Bouse Duty; 
(b.) Rates levied on houses and trade pj'emises ; 
(c.) Rates levied on agricultuml larltl ; 
( d.) Tazes on the transfer of pj'operty ; 
(e.) Tago,es on trade profits; 
(f.) Dea,t.1I duties. 

First as regards the real incidence of
(a.) Inhabited House Duty; 
(b.) Rates levied on houses and trade premises. 

I can add little to what is contained in Sir E. W. Hamilton's Memorandum 
pp. 37 to 39, with which, and with Mr. Goschen's ,Reports and Speeches on Local 
1,'axation, I agree. I mean, of course, the Mr. Goschen of 1870-D01: the Mr. Goschen 
of 1887-90. 

I disagree entirely with the School who deny that any part of these Rates and Taxes 
can be shifted from the occupier to the owner. I believe, that if the Inhabited 
House Duty and all existing Itates were abolished in London to-morrow and replaced 
out of Customs, Excise and Income Tax, .me result would be a large increase in the 
rent roll of London at the oost of the industry of the Nation_ Those who deny 
this are often the same persons who allege as ODe of the grievances of the present 
system that by the improvements made with expenditure out of the Rates, the 
permanent value of land in London is increased. And in this I think they are 
right. But when they say that an improvement-e.g., sewerage--has increased 
the value of London'land, and deny that a permanent or quasi-permanent charge 
imposed for the purpose of making sewers is not to be set against the value' of the 
improvement, they appear to me to be incousistent. The whole estate, from the 
occupier to the OWDer in fee, is benefitted by the improvement; and each successive 
revorsioner gets his proportion of the benefit. The whole estate, from the ocoupier to 
the ownor of the fee, is burdened with a charge, and each successive reversioner bears 
his proportion of this charge. . Of course the benefit and the burden may not exactly 
correspond either in time or in amount; but in general we may assume that thtlY 
have some correspondence in point of time, and that (if administration is good) the 
benefit is greater than the burden. 

This is the case with permanent improvements such as Sewers. It is less obviously 
the case with works of shorter duration, such as paving and lighting, and less 
obviously still in case of what are called onerous charges, such as police and education. 
But in these cases if the capital outlay is less, it is recurrent or constant, aud so is the 
improvement. Look at London as a whole, and there can be no doubt that the value 
of London land and buildings to all parties interested in them is largely increased 
by the expenditure of all London rates; and that against this value has to be set the 
bu.rden of these rates, which as tenancies fall in, is, like the increase in value, one of the 
elements in fixing rents . 
. A;s regards the Inhabited House Duty, the shifting of the incidence is probably 

SImilar on the whole to the shifting in the case of Rates_ But there is. as pointed 
out br Sir E. W. Hamilton, somewhat greater difficulty in shifting it since the 
D~ty HI the s.ame everywhere, whereas Rates difi'cr in different places; but I do ~ot 
think that this prevents tbe House Duty from btling a burden on landlords. Abolish 
the House Duty and the Duke of Bedford's inoome would probably be increased. 

On the other hand, it must be remembered-
1. That the tenure of houses, especially in London, is very complicated, and that there 

are many interests besides those of the occupier and the owner in fee, all 
of which share the benefit and the burden in varying degrees. 

2. 'fhat any addition te Rates not contemplated when the tenancy began, falls, 
undoubtedly, during the tenanoy. on the tenant. 

3. That, as noted above. Rates and Taxes have a tendency to stick where they fall; 
and further that the facility with which they Can be shifted depends on the state 
of the market. The taxation on a house which a man rents or lets is only 
one of. many elements which decide him in making or accepting an offer. and 
the weIght it .has with him must depend on the proportion it bears to other 

12 
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elements. Under such circumstances I do not see how we can expect to arrive 
at any definite conclusion concerning the exact ~rop~rti.on of ~ny given Rates 
which fall upon rent from any actual figures whIch It IS possIble to procure. 
All we can say is that when a man is letting or looking for a house, the charge 
for rates and taxes which he knows will have to be paid upon it, is one of the 
things he takes into conEideration. 

The point in question is one of extreme importance, as pointed out by Mr. Goschen 
in 1870. The error of supposing that Rates are wholly paid hy t,be Occupier of houses 
ill towns and are not shifted at all on to the reversioner, has led .the inhabitants of 
towns to make common cause with landowners in a CIusade against Rates, and in 
attempts-too often successful-to get them paid or subsidised out of the National 
purse. The general result of these attempts is more fully noticed below. Here it may 
be pointed out that the attempts in question may operate BO as to defeat the object 
of the agitators an d to impose an additional burden on the occupier. 

For instance, if the burden of Rates now falls to any extent on the Owner, then any 
sboUtion of Rates, or any substitution of other Funds for Rates, is to that extent a gift 
to the Owner, and not to the Occupier. It may be even more; it may be a gift to the 
Owner at the expense of the Occupier. I 

Mr. Goschen (the Mr. Goschen of 1887, not the Mr. Goschen of 1870) has subsidised 
locall'ates out of the National purse. As a matter of name and of account, this subsidy 
is said to·be charged on the Death Duties on Personalty . .Assume this fiction to be a 
fact, and we have as a result that the owners of personalty in London-who are for 
the most part occupying tenants-are made in addition to what they pay as occupiers. 
to help as owners of personalty to pay that share of the rates which London rent-owners 
now pay. But, disregarding the mischievous fiction that the subsidy is really paid out 
of the Death Duties on personalty-a fiction which answers no purpose except that of 
confusing accounts-and looking to the real facts, viz., that this subsidy to London 
)'ates is paid out of the general National purse, the case is worse still. J'or the effect 
of Mr. Goschen's charge is to make the industry of the country which pays Income 
Tax, and the poorer classes of the country who contribute the Customs and Excise 
duties, pay towards subsidising not only the London occupiel' but the London 
landowner. 

Such are some of the consequences of a misapprehension of the incidence of taxation, 
coupled with the influence of the land-owning classes, on a Minister who in his earlier 
and stronger days did more than any other man to expose the injustice which he was 
afterwards induced or compelled to commit. 

How it may be possible to remove these misapprehensions, and to make it clear that 
t,he reversioner shall bear his ~ue proportion of local taxation, is considered below in 
answering question 9. 

(c.) ~'axes levied on Agricultural Land. 
It seems to be generally agreed that the incidence of these taxes is on the landowner; 

subject, of course, to any special stipulations in leases, where leases exist. 

(d.) Taxes on the Transfer of Property. 
Theoretically, I think, these taxes diminish pm tanto the selling value of the property. 

Who actually pays the tax in any given case, is more than I can say. 

(e.) Taxes on Trade Profits. 
If this Tax is a Tax on all Profits, I suppose that, theoretically, it would diminish 

profits. How far any given Tax can be shifted on to Customers or Consumers I cannot 
say. It will depend largely on the special circumstances, and the condition of the 
market. If reference to the existing License Duties is here intended, I may express 
a doubt whether their abolition would lead to any reduction of the charges now made 
by the Licensees to the public. 

(j.) Death Duties. 
I am inclined to think that these cannot be directly shifted, and thnt they remain 

where they fall, a charge on the estate of the next possessor. Of course this must 
be j;a'kon subject to the consideration that his expenditure has to be reduced. If the 
State takes 10,0001. from a great landowner or millionaire, he will have so much 
the less to spend, and work and, wages will be shifted from the persons he employs to 
the persons employed by the Stato. 

I have put down the above as the most summary answers I can give to questions 
80 difficult that they probably admit of no certain and definite solution. This will 
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probably suit the purpose of the Commissioners better than an elaborate essay stating 
all the pros and cons, which may be found in the books and treatises referred to in 
Sir E. W. Hamilton's memorandum. 

Question 7. 18 it possib16 to frame any ariterion whereby the purpOS88 for which taa:ation 
shauld be TaiBed. locally COIn, be distinguished. fTDm thos81Q1' which tazation should be raised 
by the centTal GoveTrvrnent ? 

Question 8. Should the two ki'llf18 of pUfl"]loses ana the ezpendiqure on them be kBpt distinct, 
Q1' 8hould the e1J]Jenditure jor local PUTp0888 be partly borne by tke coo/Tal GOVliT'I1/TTIe'1It? 

I will take these two questions together, since it is difficult to separate them, and 
between them they raise all the most difficult points upon which the Commission 
have to report. 

The desiderata as between Imperial and Local Taxation appear to be-. 
1. That the accounts of receipts and expenditure, both Imperial and Looal, should be 

accurate, olear, and intelligible, so that ordinary persons may be able to 
understand from what source each item of receipt is derived, and to what 
purposes it is applied. 

2. That ImptlrilA receipts and Imperial expenditure should, so far as possible, be kept 
distinct from Local receipts and Local expenditure. 

3. That the Authority which receives Taxes should be responsible for their expendi. 
ture, and, per oontTa, that the Authority which administers the expenditure 
should collect and have oontrol of the Taxes out of which it is paid. 

4. That both in the case of Imperial and of Local Taxation the Authority which hart 
the control of a tax and of its expenditure should be responsible to the persons 
who pay the Tax. 

In short, let those who pay the piper call the tune, alld let those who call the tune 
pay the piper. 

These are devout imaginations-ideals which it is impossible wholly to realise; 
but in whatever degree the practice conforms to them, in that degree it may, from the 
point of view of the Commission, be considered to be satisfactory, and in whatever 
degree it departs from them to be unsatisfactory. 

There are certain fields of administration, and certain Taxes which realise this 
ideal oompletely. For instance, there are the great National Functions of War and 
Foreign Policy, the functions of the Central Executive and of the Central Administration 
of justice, and other functions of a like National character, which are paid for out 
of the general taxes paid by the whole Nation. The National Government is solely 
responsible for the discharge of these functions, and it levies and controls the Taxes 
requ isite for their performance. Again, there are local functions, such lIB paving and 
lighting, which are discharged by local bodies elected by the persons who are interested 
in their disoharge, and whioh are paid for by rates levied on these persons. Here again 
the benefit and the burden-the duty and the taxes requisite for its performance-are 
in the same hands and are co·extensive in their application and incidence. Indeed, 
from the point of view from whioh we are oonsidering taxation, there is probably no 
tax which fulfils all the requirements of a good tax so well as a local rate applied to 
IOlla! purposes. The benefit and the burden are co-extensive; the accounts of receipt 
and expenditure are simple and obvious; the responsibilities of the local authority are 
clear; and the control of the ratepayers direct and complete: add to which that it 
falls on property and not upon industry or consumption. If it fell upon all property 
equally. upon movables lIB well as immovables, it would be an ideal tax. 

In,the cases we have been considering there is no confusion between what is Imperial 
and what is Local. And if it were possible to bring all functions of Government and 
all forms of Taxation under one or other of the above categories, our difficulties would 
be solved. But, unfortunately, this is out of the question. Between the two classes 
of administrative action above indicated, there is an immense mass of subjects which 
are partly Imperial and partly Local, and which it is impossible to reduce into either· 
of the above clllsses. We may, I think, take it for granted that it is a hopeless task 
to make a complete separation between Imperial and Local administration, so that one 
set of subjects shall be dealt with exclusively by the Imperial Government and paid for 
by Imperial taxation, and so that a separate set of subjects shall be dealt with eXI'Jusively 
by Local authorities, and paid for out of Local taxation. We cannot afford to transfer 
Local Administration to the Central Government simply because there is a difficulty 
in paying for it out of local resources. Local administration, weakened Bnd 
demoralised as it too often is by Imperial subsidies, is too valuable a thing to be 
abandoned for the sake of financial simplicity; and experience shows that it cannot 
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and will not discharge the ever increasing duties demanded of it without financial 
h.,lp from Central Funds. . 

If we consider how these demands have arisen, we shall see the more reason why 
this help is necessary. The demand for lo<;:al improvement .seldom begins with the 
localitifls'themsehres. If it did, if they were the first to feel the want, they might 
exert'themselves to supply it: But this is 'not' the way' in which improvements 
begin. Philosophers or Statesmen are the first to perceive a great want; the country 
takes ,jtup, !lond it becomes !lo N I1>tional concern. The people .as a whole are ahead 
of local com,mmnties, , and the Imperial Parliament and Government are ahead of 
LocalAdministrative bodies. Parliament requires certain things to be done, and.in 
order. to get L.ocal bodies .to do them, III compelied both to direct how they shall be 
done, and to give help and inducements towards getting them done. This has been 
the case with Police, with Education, and with Health, which now form the principal 
objects ,of. Local Governm~nt} and ,it is lik~ly to he the ca.se still ~here new develop
ments are required. ThIS IS more especially the case In growmg towI;ls; and the 
conaequen!l~ is that by the., time the town ,populatiop have become keen about their 
own wants; they have also become accustomed to look for Imperial relief, and are ready 
to.join witJ;t the powerful landed interest in .. the constant, endeavour which that interest 
is always makin~, to transfer local burdens on, to ~ atIonal shoulders. The pressure 
is ,all in ~his directi():q, and however unreasonable the pressure may be we must accept 
it as a fact. ;Mr. Goschen, who in 1870 did more than anyone to prove its unreason
ableness, 'has since that'.t~me sucpumb~d :1;0 it altogether. Itis always the Locality 
which wants help from the Central· Government, not the Central Government which 
wants help from the Locality. This consideration governs the whole question, and 
what we have to discuss is, in what form this help can best be given. 

Before .attempting this, it is desirable to understand distinctly in what form this 
help is now given. This is a very difficult and complicated matter; for the confusion 
of the present accounts, especially since tb,e. so-called reforms of 1888, and the 
subsequent changes, is such' that it is scarcely possible for anyone who is' not an 
expert to ascertain what are the ma.tters in which the Imperial Government subsidises 
Local Authorities, and in what form: and under what conditions the subsidies are given. 
In Sir E. W. Hamilton's memorandum, at page' 24, a .. Table A." is given, which sets 
out the items in which Local Taxation is now relieved by the State; (1) Out of 
General "Revenues paid to the Exchequer, and (2) out of the assigned Revenues paid to 
the Loca.l Taxation Account under Mr. Goschen's changes. But this table does not set 
out the appropriation to different purposes of the sums paid to Local Authorities out 
of the Local Taxation account,. which constitutes, of course, by far the greater part 
of the help given by the State. 'fhis appropdation has been furnished to me by 
Sir E. W. Hamilton in a separate memorandum, so that in Table A. of Sir E. W. 
Hamilton's memorandum, coupled with this memorandum, we have a complete list of 
all the sums paid by the 8tate to' Local Authorities and of the objects to which 
they are appropriated. . 

The facts and figures, as given in these tw.o documents, are as follow :-, 

I~-ExTR;\.CT from TABU A. in Sir E. W. HAMILTON'S MEMORANDUM, showing the 
EXTENT to which LOCAI.TAXATION ,is nOWRELIEVEn by the STATE in ENGI.AND. 
(Extrac1J(,d from House of Commons Papers, numbered 402 of 1873, 187 of 
1879, and, 344 of 1896.) 

I.-ENGl.AND AND W AUS. 

(1.) OUT OF GSNERU REVENUES PAID TO THE EXCHEQUER. 

Metropolitan Fire Brigade ~ 
Rates on Government Property 
Disturnpiked and Main Roads -,. 
Poor Law Unions:-

Salaries of Teachers in Poor Law Schools _ • 
Moiety of Salaries of Poor Law Medical Officera - . , - - -
Moiety of Salarie. of Medical Offirera of Health and Inspector" of Nui,ances
Poor Law Auditors' Sa!ru;es .and Expenses and Superannuations 

. ;Public Yaccinators . 

1895-96. 

£ 
10,000 

343,709 _. _. _. 
~. 

9,860 
981 

. " The cha,;:es against which there is set an asterisk are charges which were transferred froll! the Exchequer 
to th~ L_l TII.Xation Accounts under Mr. Goschen'. proposals. . 
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Pauper Lunatics • • • 
Do. (Criminal Lunatics Act, 1884) 

Registrars of Birtb. alld Deaths (37 & 38 Viet. c. tl8.) 
Criminal Prosecutions:-

Repaymen Is to Counties Bnd Boroughs 
Clerks of Assize 
Central Criminal Court • 
London SeRSions, formerly :Middlesex Sessions 
Clerk. of the Peace, &c., Compen ... tions 

Metropolitan Police :
Contribution in Aid -
Swanea and PensioDs of Oomlni~sioner and Receiver 

Policet Counties Dnd Dorougbs 
Prisons, Reformatories" &c. :-

Maintenance of Prisoners in CountY,and Borough Gaols 
Prisons transferred (40 & 41 Viet. c. 21.) 
Prison Officel'R' Pension Commutation Annuities 
Maintenance of Cbil<lren in Reformat"ry Scbools 
Maintenance of Cbildren in Industrial Schools 
Removal of Convicts from County PriSODs 

Gmnts to School Boards under 33 & 34 Viet. c. 75. s. 97. 
Repair of Berwick Bridge 
Registration of VolAn 
Diseases of Animals -' 

Total out of Exchequer Revenue 

'. 

1895-96 
....-

£ 
141 

7,29! 
_e ' _. 
17,573 _. 
1,344 , 

198 _. 
" 5,300 _. 

415,282 
8,609 

58,042 
133,508, 

26,607 
99 

22,000 

.,£1,057,148 
,d 

1895-96. 

'-
(2.) OUT OF AsstGNED ReVI<NUEB PAID TO TRB LoCAL TUATION ACCOUNTS. 

Ad,\ilional Beol' and Spirit Duties :-
Ca,) Customs • 
(b) Exci.e • 

Excise Licenses 
Shat'e of " Proba.te Duty" and" Estate Duty" 

Total out of Local Taxation Revenue -

GIIAND TOTAL 

£ ' 
162,703 

~ 953,746 
~,188,44~ 

• 1,952,034 
--,.., 

" 6,257,02~ 

. £7,314,l69 

71 

. " " 

II.-ADDITIONAL MEMORANDUM furnished by 8m :E. -yr. IlAMII.TO\f showing ,the ,EXPEN
DITURE of LOCAL AUTHORITIES which is met out of the LOOAL TAXATlOli ACCOUNT in 
ENGLAND and WALES . 

.. The Local Government Aot, 1888, enacted that :thesnms carried to' the Local 61 & 52 Viet. 
'l'antion Acoonnt as the proceeds of Exoise Licenoes and of the Probate Duty c.41. 
grant, should be distributed to the Councils of Counties and County Boroughs. Each 
Council was to receive as its share (1) the amount of Licence Duty collected within Section 2U. 
its own area, and (2) a share of the Probate Duty Grant proportionate to the share Section 22. 

which it had received in the preceding year out of the Exchequer grants in aid of local 
rates.' ' 

.. All 8Ums received by 'a Council from this source were to be carried to a separate Section 23. 
account oalled its Exchequer Contribution Account. The moneys standing to that 
Aocount were to be applied by the Counoil to the following purposes:- " 

.. I. Costs of the Exchequer Contributiou Account (a trifling amount.). Section 24 • 

.. II. Payments in substitution for the discontinued Exchequer grants, viz. :-
•• (1.) To Boards of Guardians: the amounts cel'tified by the Local Government 

Board for remuneration of Teachers in POQ'l' Law Sckools and of Public 
Vaccinators; . 

" (2.) 'fo Boards of Guardians: the Sckool FefJ8 of Patlpel' Ohildren in public elemen
tllJ'y schools: 

.. (3.) To Local Authorities paying a Medkal Officel' of Healtk or Inspector of 
Nuisances, one-half the salary of such Officers; 

.. (4.) To Boards of Guardians: the amount formerly received out of Exchequer 
Grants for remuneration of &.gistm1·s of Bil'tJ!.8 and Deat"-,; 

• The chBl'll"s' "I!l\in8t which tb.,.., is sot an asterisk are cbarges which were transferred frOID the Exchequer 
to the Lac'" Taxation Accounts undcr Mr. Goochen '. proposals. , 
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and 26. 

Section 23. 
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"(5.) Four shillings a week towards maintenall:ce of Pauper Lunatic.s c~argeable 
either to the County, to Boards of GuardIans, or to Borough CounCIls; 

.. (6.) Comp~nsation payable. to Olerks of the Peace and other Officers of Quarter 
SeSSIons; • 

,. (7.) One-half the cost of Pay and Clothing of the Oounty wnd Bo·rough. Police . 
.. For· counties contributing to the Metropolitan Police the amount is differently 

computed, and has to be certified by a Secretary of State . 
.. III. Payment to Boards of Guardians of the costs of Urvion Oifiee'rs and Officers 

of District Schools, and of Drugs and Medical Appliances. 
"IV. Remainder to be applied to General wnd Special Oounty purposes, and in 

distribution between Borough. and District Oouncils, on a prescribed basis, for application 
to any rating purposes . 

.. In 1890 the additional Customs and Excise Duties were directed to be paid into the 
Local Taxation Account, and the Act 53 &; 54 Vict. c. 60. provided for. their distribution. 
'l'he English share of these additional duties was to be applied as follows:-

.. I. Po Police Superam.nuation 300,000l. a year, of which-

.. (a.) 150,OOOl. was to be paid to the Receiver of the Metropolitan Police District; 

.. (b.) The remaining 150,OOOl. to be distributed among the other Police Authorities 
in England on a basis prescribed by the Police Act, 1890 (53 & 54 Vict. 
c. 45. s. 17) . 

.. n. The residue (after payment of the 300,OOOl.) to be distributed aIr.ong County 
and County Borough Funds,- to be carried to their Exchequer Contribution Account, 
and to he applied, like the other moneys carried to those Accounts, to the purposes 
defined by the Act of 1888, as described above; but with the proviso that a Council 
might instead apply its share of such residue, or any part thereof, as a contribution to 
the OOBt of Technical Education . 

.. To show how the money is actually applied to the respective purposes, the figures 
for the year 1894-95 will be taken, that being the latest year for which· complete 
accounts are available. 

Summary of .. The Finance Accounts, 1894--95 (p. 103), show that the amount paid into the Local 
Loeal Taxa· Taxation Accouut (England) in that year was 5,976,281l. 13s. 8d. 
~i:~~~rns. " The amount paid out of the Account in that year by the Local Government Board 
H. of C. was 6,006,876&., which was distributed as follows :-
Paper 218 of £ 
1897, p. v. .. To Oouncils of Oounties wnd' BorIYUgM:-

"(a.) For Exchequer Contribution Accounts 
.. (b.) For Police Pension Funds 

Summary, 
I" 85. 
p.88. 
V· 47. , 

.. To Receiver of Metl·opolitam. Police 
"To Hove Improvement O(l1fvmissioner8 (for Police Pension fund) 

• 5,074,995 
149,665 
781,899t 

317 

£6,006,876 

.. The amount, however, with which we are here concerned is not that of the 
payments. either into or out of the Loca.l Taxation Account. but of the payments 
during the year by the resptlctive Councils out of their Exchequer Contribution 
Accounts. As just stated, the sums received by County and County Borough Councils 
for their Exchequer Contribution Accounts during t.he year amounted to 5,074,995l.; 
the payments made by them out of those accounts during the same period amounted 
to a total of 5,122,182l., viz.:- ,. 

" By County Councils 
" County Borough Councils • 
" London County Council 

£ 
- 3,360,094 
• 1,239,993 

522,095 

£5,122,182 

• The sums received by Oounty and County Borough Councils for their Police Pension Funds do not 
pas. through their Exchequer Contribution Accounts. 

t i .•. , Half cost of Pay and Clothing (paid direct for Metropolitan Police) 
. For Police l:'ollJ!ion Fund • - _ _ • 

£ 
• 631,899 
- 150,000 

£781,899 
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" The following Table shows the detailed purposes to which the paymenlis included 
in that total were applied:-

PAYMEIITS out of EXCRBQuER CONTRIBUTION ACCOUNTS, 1894-95. 

------
• 

I 

I 
By COUnty 
Councils. 

Cost of Exchequer Contribution Account • -I 
.£ 

725 
5,470 
8,579 

Payments to Public V.ccinRtors - -

fT.achers in Poor Low Sehool. 
Pauper Children _ -

Pnid to Boarus School Fe.. - - - • 
of G"nrdians. i Regimrnrs of Births and Deaths - I 

- I 

- , 

212 
9,525 

319,824 
741,061 

}

pauper Lunatics _ - - I 
Union Offic~r8 - ~ .. - "I 
MedIcal Officers nod Inspectors of., 

P.id to other Nuisances - - - 83,106 
Local Authorities. ') Pauper Lunatics - . - 41 

>!,olice Puy and Clothing - . 79,026 
Technical Euucation. &c. -' 391,239 

Puid to Council's Pauper Lunatics - - . , 8,543 
own Accou t Compensation to Clerks of Pcnct?', lee ... ' 387 

n s. Police Pay and Clothing. • _I 510,714, 
Other trnnsfers - - . 2.527 

Residue pahl to the h'encrnl Funds of Councils and in aid of I -
rules - - - - - 1,199,115 

.£1 3,360,094 

By County 
Borough 
Councils. 

.£ 
243 

1,~94 
5,137 

42 
1,035 

148,061 
257,851 

6,718 

146,718 
3,998 

826 
418,007 

249,303 

1,239,993 

By LoodoD 
County 
Council. 

.£ 

2,459 
13,484 

.;82 
109,099 

1,221 

49,423 

57,000 

288,827 

522,095 

Total. 

.£ 
968 

9,823 
27,200 

2~4 
Il,H2 

576,984 
999,633 

139,247 
41 

79,026 
594,957 

12,Ml 
1,213 

929,381 
2,52'; 

1,737,245 

5,122,182 

.. '£he figures in the last line of the foregoing Table represent the amounts at the 
disposal of the County Councils in aid of their own revenues after meeting all the 
sp~cifio oharges imposed by Statute upon t~eir ~xchequ~r Con~~:lUtion Accoun~s., But 
it IS to be noted that some of the precedmg Items, bemg paId lIltO the CounCIls own 
accounts, and not to other local authorities, operated also to reduce the burden upon 
the COUI!ty and County Borough rates; also, more espeoially, that the amounts 
oontributed to Technical Education are so devoted at tile option of the Councils, 
who are at liberty if they please to forego contributing to that lurpose from their 
Exchequer Contribution Accounts and to apply the money instea in relief of their 
rates for general purposes." 

.. (Dated 14th January 1898.)" 

It will be observed that the above Table and Memorandum do not deal with 
Education or with the grants made out of the Public Exohequer for that purpose. 
except so far as rogards the amounts applied by County Councils to Technical Educa. 
tion out of the grants made by the Act of 1890. The Commissioners do not, in their 

.. questiODS, refer to the Education Granlis. 
The mere fact that it requires the work of a oareful expert to give the abols 

summary of the present state of things, and the complications obYious in thE' 
summary, are BDou~h to condemn the present system. But the more it is examined. 
the stronger are tbe objections to the present system. A state of things bad 
enough before has been rendered intolerable by recent changes. 

The gravest objection in priDciple to this gigantic system of doles from the public 
purse is that they constitute a trallsfer from the shonlders of property and accumulated 
wealth to the shoulders of poverty and industry. 

'l'he doles or grants in question amounted in 1896, according to Sir E. Hamilton 
(p. 26), to nearly 13,OOO,OOOl. If to this sum be added the Irish grant of this year, 
and the increase which hos taken place in the grant out of Estate Duty, the whole 
amount will now probably be more. than 14,000,000/. And if the very peculiar 
Education grant of IBSt year be added the' amount will be still more. By far thf' 
largest proportion of these grants has been made in recent years. Sir E. Hamilton 
states (p. 26) that the whole amount of such relief in 1842-3 was onlv 6500001. 
and he further states (p. 30) that the proportion which Imperial grants in ~id of 
local t.axati?n bore to the wh?le amou~t of money raised for l?cal purposes was ouly 
Ii per oent. m 1842-43; that It was raIsed to 9 per oont. by SIr Roben; Peel in 1853; 

I .1U0'. K 
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tht it was further raised from 10 to 13 per cent. by Sir Stafford"Northcote's 
measures between I8n and 1875; and that it was still further raised from 15 to 
24 ]ler cent. by Mr. Goschen's measures of 1888;-90. The r~cent measures of the 
present Government m~Bthav~ made the,proportlOn larger still. The fund oU,t of 
which thitl large sum IS ~ontrlbuted consists of, the aggreqate amolillt of NatIOnal 
Taxation raised by Parliament. These taxes In 1895-90 were as follows (8ee 
Sir E. W. Hamilton's memorandum, p. 35);-

1. Customs duties -
2, Excise duties 
3. Stamp duties 
4. Income tax 
5. Post Office surplus 
6. Death duties -
7. Land Tax -
8. Inaabited House Duty 

Total 

.£ 
- 20,965,000 
- 31,595,000 

7,339,000 
15,983,000 
2,994,000 

14,089,000 
1,021,000 
1,487,000 

- .£95.743,000 

Out of these taxes the first five, amounting to 'more than t,hrae·fourths of the 
whole, fall to a very large extent on the poverty and indu;try of the country, whilst 
the last three, amounting to 16,597,OJOl., fall principa.!ly, though not exclusively. 
on accumulated property. . The' exact proportion cILnnot ba ascertained without 
elaborate calculations and estimates; but it may safely be asserted that any grant 
made out of this total is drawn for by far the greater amount from charges laid by 
Parliameut on the consumption' of the working classes and on the industry of the 
nation. . 

Local rJ.tes, on the contrary, are to a very large proportion of their whole amount 
charges on that form of realised property which is subject to rates, in other words, on 
immoveable property. Consequently the large and increasing sum which h'1s been 
paid out of the National Taxation in aid of rates since the middle of the century, 
constitutes to a very great extent an addition to the burde~s on the poverty and 
industry of the countrJ and a relief 'lYro tanto of immoveableproperby. Moreover, 
it will probably be found on a careful investigation of the incidence of rates, th:lt 
the persons who derive the greatest b~nefit from grants in aid of 'ratea ara' not 
thostl who mOlt require relief, In agricultural districts, where the ultimate incide:ICo 
of rates is on the landowner, it is the landolVner, and not the disti-essed farmer, 
who ultimately benefits; to which it must be added, as shown by Mr. Goschen in 
1870, that the recent increase of rates, of which so much complaint is made,. has been 
comparatively little felt in those districts. On the other han<i, in towns there is no 
such distres3 as exists in agricultural districts; the larger proportion of the amOU!lt 
raised by rates is prJbably paid b J comparatively wealthy occupants; and if the pOJrer 
occupierR have a grievance, it is a grievance whic'I should, :\3 pointed oub below, be 
remedied at the expen;!e of the urban landowiler3, and not out of the t3xes levied 0:1. 

consumption and industry. 
In short, the history of taxation in recent yeara shows that, whilst on the one 

hand there have been constant efforts to re:'luce taxes nn consumption and to throw 
the national burdens more and more on realised property, these efforts have bele!l to a 
considerable. extent nelltralised by a coullt3r effort to throw burlens h3retofore borne 
by realised immoveable prop~rty on to the sh,lJulder.l of the ~eneral taxpayers. , 

Consid~rations such as these ~ead to the ~onlllusion that, if the, policy: of taking 
taxes off mdustry and consumptIOn and placmg the burden of NatIOnal eXTJenditure 
on accumulated wealth is a sound policy. then the policy of relieving the ratepayers at 
the expense of the general taxpayer must bean unsound policv; that the further 
progress of such a policy should be checked; and that, if and so· far as is possible, 
what has been already done in furtheraIj.ce of this policy should be recalled. But 
without going thiFi length thdre are ample reasons why the steps hken in recent 
years should be reconsidered and modified. Th~se reasom may be stated as follows; 

(1.) Practical misrepresentation in case of Probate Duty. 
. So far as concerns the large amount granted out of Probate (now Estate) Duty 
nnder the A.cts of 1888 and following years, and Mr. Chaplain'S A.gricult,ural Rates 
Act, 1896, the Acts themselves and the accounts founded on them contain II practical 
misrepresentation. The Probate Duty, was selected by Mr. Goschen, as stated by 
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Sir E. HaJDilton, .. becauee it was the one tax which fell exclusively on reweu 
.. personalty; and it had always been the dream of reformers of local taxation to make 
.. pe1'8onalty contribute thereto." But this is a JDere delusion, calculated only to 
deceive the ignorant. The sum appropriated to the Relief of Rates is not really 
taken from the Probate Duty. It is taken from the aggregate sum arising from 
National Taxation, which Taxation has to be increased for Imperial purposes by 
whatever amount is taken from the Probate Duty for Local purposes. If you draw 
from one supply pipe of a ciRtern, ,;you exhaust the cistern just as much al if you 
draw from the cistern itself; and if the cistflrn has to be kept at a certain level, you 
must increase its other supplies by as much as you draw olf. The Relief to Local 
Rates falls really upon the industry of the country in the shape of Income Tax, and 
upon the consumption of the working classes in the shape of Customs and Excise 
duties, just as much as it falls on realised personalty. It is only as a matter of 
account_nd that a false and misleading account-that the relief thus given to local 
rates comes out of personalty. The effect of the enactments charging it on Probate 
duty is only to confuse the public accounts and mislead the people. A misrepresenta
tion of facts does not become It'ss serious because it is authoris·)d by an Act of 
Parliament and embodied in the Publio Accounts. 

(2.) Oonfusion in the Public ..4.ccou1itB. 
The natural and simple way of keeping a.n account is to show first all the receipts, 

and. then how these receipts .are expended. In the present case. the natural way 
would be to 'show all the receipts from Imperial Taxation on the one side, and t.hen to 
show all the items of expenditure, including grants in Relief of Local TllXation, on 
the other. But by taking certain sums out of the National Taxation before they 
reach the National Exchequer, this simple form of account is abandoncd, and it 
is made diffioult to ascertain what the National Revenue really is. The Accounts, 
instead of showing that amount, and then showing how it is spent, show a sum which 
has to be supplemented by the sum which is applied in aid of Local Taxation. 
Consequently, in every attempt to deal with the National b'inances this process 
has to be gonc through, to the infinite vexation and probable blundering of writers 
and reader~. 

(3.) If National Accounts are confused, Local Accounts are still more confused. 
It is, as above stated, almost impossible to ascertain, and quitE' impossible to state 
in any simple form, what aid is given by the State to Local Authorities, or for what 
purposes. 

There are-- a 
1. The several items still paid out of the National Exohequer as stated b 

Sir E. W. Hamilton's Memorandum, Table A., page 24. 
2. The various items paid out of 01' charged upon the Local Taxation Accounts. 

These items again are disposed of in various ways. 
Some of them, e.g., the London Police Contributions, are intercepted before they 

reach the Exchequer Contribution Accounts. Some are paid to Local Authorities for 
the purpose of being handed over to other authorities. Some parts are specifically 
appropnated to specific purposes, so that the local authority is as to them a morE' 

.. conduit pipe. It is only a comparatively small residue which is really at the disposal 
and discretion of the Local Authority. 

Let anyono tako up the accounts of n Local Authority--say the London County 
Counoil, and endeavour to ascertain how much the Imperial Government gives to 
the London County Council, to what purposes it is applied; how mnch of it is at the 
discretion of the London County Council; and as to how much the London County 
Council is merely a conduit pipe, through which various sums-fixed I know not how 
or when-reach their destined object, and he will have some idea of the confusion 
introduced into Local Accounts by the system of Exchequer Grants, and cnn
summated by Mr. Goschen's iIl-omened changes of 1888 and the following years. 

(4.) Effect in 8topping demands. 
It was supp'lsed, or stated, that the reforms of 1888 would have been final, and 

have checkP.d further demands on the Imperial .Exchequer; but what has besn th(\ 
aotunl result! There bas boon, ill 1890, llpwards of a mlilion a year granted by a sort 
of fluke out of the additional Boor and Spirit Duties ftlr various loeal purposes; and 
since then we have had two of the most flagrant .IDstances of doles which imp:ll" 
tunate interests have ever exacted from a weak or complaisant Government, namely. 
the grants under t.he Agricultural Rating Act I~nd the Voluntary S<:hools Act. . 

K2 
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The Agrioultural .Rating Ac~ is espeoially open to Financial criticism. Regarded 
as a form of rating, It gave relief to that class of ratepayers upon whom, as proved 
by Mr. Goschen in 1870, th.e bur~en of rates fell ~eas~ severely. Regarded as a relief 
of distress it was not only meffiClent, but the rehef It gave, as I know by my own 
personal ~xperience, and to my own per~ona~ advantage, was given without discrimi
nation and often to those who least reqUired It. 

The'Voluntary Schools Act transcends the limits of mere Finance, and I should 
scarcely have referred to it if Mr. Balfour in his speech at Manchester on January 
10th 11;98 had not spoken of it as a most successful experiment in local organisation. If 
Mr. Balfo;r thinks it an administrative triumph to induce a particular class of persons 
who have a special cause warmly at heart to combine in favour of that cause by 
offering them a grant of public money, h? will find that local government. i~ a very 
easy thing; but at what cost to the pubho exchequer, and ~ ot~er pubhc mterests, 
it is difficult to say. Small wonder that Local and Impenal Fmance should have 
got into ~ state of confusion,. ,!,hen a statesman of Mr. Balfour's eminence can 
speak so hghtlyon such a subJecu. 

It may be .added th~t t~e pract~ce of giying Do~e~ out of the National Exohequer to 
special local mterests 18 still growmg. VVI'8S aclJ.uw~t Bundo. 

(5.) Pa1'ls of TaJJe8 trOlllsfer1'eil-7wt Bven Bm·-marked. 
The half of the Probate Duty, and the special taxes on beer and spirits, imposed 

in 1890, are both of them parts of large national taxes, which are l!0~ even ear-marked. 
There is not only danger that local authorities may make further demands on other 
parts of these taxes, but the fact that the local authorities have an interest in aliquot 
parts of them may seriously embarrass future Chanoellors of the Exchequer in dealing 
with these taxes. 

(6.) Effect on local Government. 
Over the collection and amount of the subsidies thus given local authorities have no 

control whatever; and when we come to look into their application, we find that in 
many, perhaps in most, casell they have no control over the manner in which they are 
to be applied. Consequently, they do little or nothing towards fostering an indepen
dent spirit of self-government, but the reverse. 

(7.) Distribution of tlle new subsidies. 
This is what Mr. Goschen said on this subject in introducing his scheme: 
" There is a proposal that you should give the new money in proportion as counties 

a~d boroughs have been in receipt of the old grants. It seems to me that nothinO' 
could be more unjust. If there were a great lunatic asylum, in a particular county, 
receivinO' a considerable Imperial grant, and if you were to say, ' this county has been 
receiving so much, and practically, as there is more money to be distributed, you must 
pay in proportion to what it has received hitherto,' you would te offending against 
everYlrinciple of justice: you must rather look to see where the shoe pinches most." 

An yet the course which Mr. Goschen thus emphatically condemned was the 
course actually adopted. I need not dwell more on this point, which will no doubt 
be brought fully before the Commission by the representatives of London and other 
towns, which complain bitterly that they do not recover their fair share. In 
justice to Mr. Goschen, I ought to s~ate that the pressure which made him depart 
from his original intention, was in a great measure due to the action of persons who 
were not supporters of the Government. 

(8.) No C'ont1'ol by tampa,!J(J'j·. 
The effect of the reforms of 1888 has been, to withdraw the grants in relief of 

local taxation from the control of Parliament, without giving any control or any 
responsibility to the local taxpayer. So long as the Exchequer grants were placed 
upon the votes, there was-in form, at any rate-some control by Parliament. Where 
taxes are placed wholly in the control of local authorities, ihere is control by the 
local ratepayer. But these subsidies are an anomaly and an exception to all our 
ordinary rules. They are taken Ollt of the sources which ought to fill the national 
purse, and are then diverted by permanent Acts of Parliament to special local purposes, 
without the criticism and publicity which is given to the ordinary national expenditure; 
they are then placed in the hands of loen! authoriti",s who have no control whatever over 
their amount or their oollection, and who Have th",refore the smallest possible interest 
in spending theI? economically, an? wh?, moreover, are in ~any OMP.S merecon~lIit 
pipes for eonveymg. them 10 certaIn obJects already determmed. The Metropobtan 
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Police is a curiou~ instance of this; it is supported partly by rates, partly by a granL 
out of tbe Local Taxation Account-tbat is, out of national taxation--and yet, noiLher 
the ratepayers of London nor the taxpayers in Parliament have any control over 
this expenditure; whilst the Home Secretary, under a recent Act, has in certain events 
an unlimited power of raising additional rates in London for the suppon of this 
force. 

• 
Suggested Remedies. 

It is not easy to criticise satisfactorily a. system so confused &nd unintelligible as 
tbat which now prevails. But it is still less easy to suggest satisfactory remedi.es. 

(1.) AboliBh Local Tazation Account witk iu mystifications. 
It is indeed, easy enough to suggest the abolition of recent complications and 

mystifications. It is easy and obvious to do away with tbe misleading fiction tbat 
local rates are relieved out of the Probate and Estate Duty; and to restore tbe 
.... hole of that duty, and the whole of the Beer and Spirit Duties, which are essentially 
National'Taxes, to the National Exchequer. It is no less eaRY and obvious to do away 
with the Local Taxation Account; to make all National Taxes payable into the 
National Excbequer; and to let all such payments as it may still be necessary to pay 
out of the National purse towards local objects, be paid directly and expressly cut of 
tbe N ationa!. Exchequer under the autbority of Votes of Parliament. 

All this is easy and sbould certainly be done. The real difficulty is to determine 
what transfers of work or of taxation can be made which will separate Local from 
National Funds, and thus abolish or reduce the grants made out of the Public purse for 
] .ocal purposes. 

The following suggestions must be taken subject to the observation that I am 
painfully consciouB of my own insufficient knowledge and experience. 

(2.) Transfer of subjects of adnninistl'ation fl'om Local AutkO'lities to Central 
rtov/J'I"nm/J'llt. 

My first suggestion is, that inquiry should be made whether it may not be possible 
to help Local Authorities by transferring certain subjects of administration, with tbe 
attendant expenses, from Local Autborities to the Central Government. This has been 
done in the case of Prisons, and, so far as I know, v;ith success. The change hal' not 
Impaired Local Government, and it has saved Local Authorities a very considt7able 
expense, as appears by Table .A.. above quoted. Might not the same thing be done 'with 
some other subjects? Those which-looking to the above Lists-I should suggest 
for this purpose, are-

• 
The care of Pauper Lunatics; 
Reformatory Schools; 
Industrial Schools; 
Public Vaccinat.ion; 
Registrars of Births, Deaths, and Marriages. 

I am well aware what excellent work is now 1lestowed on some of tbese subjel'ts 
.. by members of the London County Council and other administrative Lodies. But I 

see no reason why they should not be equally well administered by the Central GoV'ern
ment. Nor do I see any reason, economical or otherwise, why the expense of such 
institutions should be greater in the hands of the Central Government than it. is 
in the hands of local bodies. What the relief to rates would be, I do not know. B,!t 
it would be considerable; and it would be applied in those places where growth of 
population has brought with it increased local burdens. 

(3.) TransJel' of eel'fain T (l.I'CS to Local A utMlities. 
But. tbe rdief to ho affordod hy transferring whol" suhjects from LocaJ to Imp€rial 

admillistration i8 necessarily iimitcd. 'l'hcre is a wbolesollitl tendency in favollr of 
decentrali~ation and of loc(>l administration to which Finanee must accolllmodate itself· 
and the question therefore i~, how local bodies can be furnished with additionui 
re80urces in suoh a manner as that the settlement may be final, as between Locni 
and Imperinl Exchequers; and also in such a manner as to provide. that taxes raised 
for local purposes sball be levied out of local resourcl>s with a large amount of discre
titln, hot.h ns to tb"ir amollnt and tbeir aaplicatioD, so a~ to throw the burden the 
respoD~ibility, und the benefit on tbe ~allie local shoulders. ' 

One method of doing this is to tmnsrer certain taxes bodily from tho N ati'lnal 
Exchcllllcr to Local bonies. 
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A beginning has been made with the License Duties. These are local dutie~, 
and such part of them as is levied in each county o~ borough is handed over to 
the Council of that county or borough. These dutles are, therefore, local taxes 
devoted to administrative purposes in the locality in which they are collected, and 
they thus fulfil one condition of a good local tax. But this is the only good condition 
of a good local tax which they fulfil. They are still collected by the Inland Revenue 
Commissioners; there is no power to vary them; and if their collection were handed 
over to the Local Authorities, those authorities would have no real control over their 
amount. Is this sound policy! Is it clear that none of these duties could be raised, 
or lowered by different authorities without .inconvenience! Is it not possible that 
the power to vary them might not only be convenient to the local authorities, but 
might lead to useful experiments in legislation, e.g., high license duties for the sale of 
alco holio liquors! 

Again, might there not be power given to Local Authorities to raise other taxes 
of the same description, e.g., taxes on amusements, or on advertisements! 

Further, it should be considered whether Local Authorities should not also' have 
much greater discretion than is given by the present law in applying the prooeeds of 
these taxes. At present they are bound to administtlr them, or a great part tlf them, 
for certain prescribed purposes. 

In short, it is clear that until the power of increasing, diminishing, or repealing 
these duties, and the power of selecting the purposes to which they are applied, is 
given to Local Authorities, their transfer does little or nothing towards advancing self
government or self-taxation. The Local Authority is a mere conduit pipe. 

(4.) Tarcation of ImmO'lJabze P'1'opm·ty in each Dist,·ict. 
But the obvious fund for relief of local taxation is the immovable property within 

the district. It is the source suggested by Mr. Goschen in 1870; it is a fund which 
is increased in value hy expenditure out of the local rates; it is a fund which in 
urban districts, where the burden of rates is greatest, is constantly becoming larger, 
and, therefore, more able to bear taxation. It is property which Local Authorities 
are accustomed to assess, and which, therefore, they are competent ro tax. It is 
property which it is their interest to tax fully and fairly, but which it is not their 
interest to tax so as to kill the goose which lays the golden eggs. If, therefore, there 
are any Imperial Taxes on this property which can be transferred to Local Authorities, 
there will be many advantages in substituting such ja'ansfer for the present modes of 
relief; 

(a.) INHABITED HOUSE DUTY. 

This duty seems peculiarly appropriate for transfer. In 1871 Mr. Goschen proposed 
to hand over this tax to local authorities. Why he did not do so in 1887 we can only 
guess. Was it because the relief afforded by such transfer would have been most 
felt in Urban Districts, which 'most need relief from increasing rates, whilst it 
would not have been felt by the rural landowner, whose rates have increased but little, 
but whose pressure on a weak or compliant Government seems to be irresistible! 

(b.) LOCAL DEATH DUTIES ON IMMOVABLE PROPERTY. 

These are also tax~s .which might, fo~ the reasons a~ove stated. be properly hRIlded 
over to Local AuthoritIes; and before SIr W. Harcourt s Budget of 1894 a Municipal 
Death Duty was ons of the most obvious methods suggested for the purpose .. ,of 
relieving Rates. The Reforms introduced by that Budget have created a considerable 
difficulty with respect to Estate Duty. That duty is levied' for National purposes on 
all the property moveable and immovable left by the deceased, and it would be 
difficult., if not impossible, to separate that part of this duty which is levied on 
immovables in a given district and hand it over to the Local Authority of that 
district. But is there any reason why the Legacy and Succession Duties, which fall 
on particular bequests, should not be divided, and that portion of them which falls on 
immo~eable ~roperty be .transfer:ed to local authorities! I am not. sufficiently 
8cquamted WIth the practlCe to Judge whether there would be any lDsuperable 
difficulty in this. 

Another mode of ea:ecting the ~ame object would ~~ to ha~e a ne~ Municipal 
Death Duty, to be leVIed and applIed by:tocal AuthorItIes, making at tne same time 
in favour of the class who have to pay it some allowance or reduction from the amount 
they now pay in the form of 11;Ilperial Death Duties. . 
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For such a measure Sir William Harcourt's Budget o~ 1894 creates facilites which 
did not exist before. Under it all immovable property will be valued for the purpose 
of the Imperial Death Duty, and it will, therefore, only need an additional assessment 
on that valuation to provide an additional Death Duty for Municipal purposes. 

Whether in the case of the Inhabited House Duty, or of Municipal Death Duties, 
the Local Authority should have any and what power of alteriug the duties, would 
be a point to be carefully considered . 

. One further mode of helping the present occnpying ratepayer, viz., dividing the 
rates between him. and the owner, I'have considered in answering subsequent questions. 

(5.) OentTal OontTol of Local Administration. 
There is one administrative difficulty which should be noticed. Help has, as abOve 

noticed, often been given from the public purse in order to induce Local Authorities to 
make administrative improvement which they would not make unless their expenses, 
or a part of their expenses, are paid. If Local Funds are wholly separated from 
Imperial Fund~, this form of help would cease. I am not sufficiently acquainted with 
the details of local administration to know how far help and interference of thiA kind 
is really necessary. On Financial grounds it S8ems desirable to avoid it whenever 
possible. sinoe it is really a bribe to Local Authorities to do what is their duty, and 
is a constant temptation to them to press for a larger and a larger grant. But if it 
must continue, the cases in which it continues should be . specified, the amount of 
grant and the conditions on which it is given should be fixed, and the money should 
be voted annually' and appear in the Estimates. 

It is also deserving of consideration whether, in cases where it has been the 
practice to bribe Local Authorities to do their duty, by paying a certain proportion 
of the expense out of Imperial Funds (a course obviously open to objection), it 
would not. be better, first to see that they are provided with sufficient funds for 
all the duties which are required of them; then to impose those duties on them in 
precise terms; and finally in oasc of their refusing or neglecting to perform those 
duties, to enable the Imperial Government or some Superior Local Authority to take 
the discharge of the unperformed duty out of the hands of tbe recusant authority, 
and to charge the expense On the Local District. 

In answering Questions 7 and 8 I have tried to indicate different ways in which 
Imperial Finance may be brought to the aid of local finance without confusion of 
acoounts, and without infringing the responsibility of Local Authorities; but I am 
painfully aware how crude my suggestions are, and how much more labour and 
knowledge are necessary in order to bring them into any practical shape. 

Que8tion 9 .. Should local j'ates be divided between. OW7'ler8 and occupiers of Teal proplfrty, 
and if 80, in what pToportions 'I 

I think that they should be BO divided. especially in towns, where the shifting of 
rates on to rent is more doubtful than in the country. The broad ground is that here 
is a large fund of localised property which is rapidly increasing in value; which 
owes its value in a very small degree to the efforts of its owners, and in a very large 

.. degree to the industry of those who live upon the property; and which contributes 
nothing directly and .expressly towards the payment of those rates. 

To any proposal to. charge rates on owners the objection is sometimes made that 
the incidence. of these l'at.o~ is governed by economical oauses, and that the operation 
of these causei cannot be altered by legislation. When analysed, this objection 
resolves itself into two different, and indeed, inconsisten' positions. The one is to 
the effect that all rates and similar burdens ultimately fall upon rent; that there is, 
therefore, really no injustioe in a system which throws them in the first instance on the 
ocoupier; and that there would b", no advantage to the occupier in a ohange of incidence 
which would be merely nominal. The other is to the effect that the landowner can 
alwnys exact from the occupier the extreme amount whioh the occupier will pay, .and 
that, therefore, ·if the ocoupier is relieved from rates, the owner will take out .the 
dift'erenoe in increased rent. and the occupier will not benefit by the change. Which 
of these two theories is true. and to what extent. is one ~f the most perplexinO' questions 
in political economy. The ultimate incidence of rates is certainly upon the owner in 
agrioultural districts; aDd it is ~so, I believe. as stated in my answer to Question 6. 
to some extent upon the owner m towns. To some extent, in town" !lot any mte, it is 
upon tho I>ocupier. But without solving this problem it is not difficult to givl> 
practical. answers to the above objeotion. . ' 

11:4 
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If and 50 far as the burden of rate3 now falls on the owner, he will sustain no 
loss by a change which makes him pay directly what hl' now pays indirectly. On 
the contrary, he will be relieved fJ'om the invidious i~npllLation of exceptional 
immunity from taxation. If, on the other hand, the occupIer now pays more than he 
ought to pay, it is just that he should be relieved. To the argument that this cannot 
be done and thst the landlord will ahl'ays take out in rent what he is made to pay in 
rates it'may be replied that if this were true, the position of the landowner must 
inevitably be one of great odium and even of danger; for a title to property which 
does not bear and cannot be made to bear its share of public burdens, is a very unsafe 
one. Under all circumstances it would be greatly to the security of the landlord to be 
made to appear to.pay. Thero is, howeve:, every reason to ~eli~ve that. t~e law can 
relieve the occupIer. Taxes, as I have saId above. have the habIt of stlCkmg where 
they first fall; and as a matter of fact our laws have been framed on the principle 
that it is possible to throw the burden of local taxation on the owner. Many of our old 
Rates-e.g., the Sewer Rates---were known as Landlords' Rates; whilst in recent times 
Sir R. Peel's Income Tax has been imposed on Owners, and they are expressly 
prevented from contracting out of it. But the application of the principle is a matter 
of some difficulty. . 

First the relation between the occupier wh(l pays the rates and the owner, or owners, 
is not a simple one, especially iI?- London and other large towns. Th~re is often 
tenancy behind tenancy, lease behind lease; and the complete ownershIp IS made up 
of a series of different interests beginning with the actual occupier and ending with 
the freehold reversioner. This makes it necessary, in providing for the incidence of 
taxation to spread it as fairly as possible over all the interests concerned. 

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

.Again, as regards not these cases only, but all cases there is the consideration 
that we have to deal not only with new contracts, but with existiug contracts. In the 
case of existing contracts, it is true on the one hand that many. if not most, 
existing leases contain stipulations that the occupier shall pay the rat~s; and it is also 
true on the other, that we are certain that the incidence of new and unforeseen burdens 
falls on the occupier and not on the owner . 

.Again. the rates, the burden .of which has to be distributed, differ widely in their 
application and in the way in which their expenditure benefits different interests in the 
land; but they differ in tins respect in varying degrees, so that it is impossible to 
say that one rate ought to fall on one particular interest, whilst another ought to 
fallon a different interest. The effect of the ex.penditure of a lighting or paving rate 
is comparatively transitory, and that for the purpose of the Main Drainage or 
the Thames Embankment, is comparatively permanent; but the benefit of neither 
of them is co-incident with any particular interest of occupation, lease, or ownership. 
Moreover, besides such rates as these, there are a number of rates, e.g., Poor Rates, 
I:3chool Rates, and Police Rates, which benefit all the successive interests in the land. 
This consideration makes it impossible to sny that the incidence of different Rates 
should be distinguished. and that Rates for permanent improvements ought to be 
charged on the Freeholder whilst other rates are charged on the occupier. 

LDoking to these considerations, the following are offered as propositions that should 
govern the case. They were originally suggested by Lord Hobhouse and were 
given by me to,the Town Holdings Committee:-

In the case of future Oontracts-
1. ~Dleportion of the burden of the rates should be thrown on the owners as 

is' ct from occupiers. 
2. Ai ow ers or whatever tenure, whether for years, in life or in fee, should bear 

th ir ue s~are. 
3, Each 0 ner should be charged upon the present amount of annual bone fit 

&ceruin to him from the property asses~ed. 
\ 
I 
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4. Each owner should pay part of the rate collected from the ocoupier by means of 
a deduction of his rent according to the method used in the case of properly 
tax. 

5. Owners should contribute to the rates not only in respect of improvements, 
but of other purposes. 

6. Owners should pay not different proportions of different rates but a fixed 
proportion of the whole: a fair proportion should be charged upon owners. 

7. Half is suggested as a fair proJlortion. 

In the case of e;ci8ting Oont?'acts-
8, New rates may be imposed without regard to private contracts. 
9. Contracts which contain no stipulations that the occupier should pay rates need 

noh be regarded. 
10. Further contracts by lessees to pay otherwise than as the law directs should be 

made void, 
11. Future increases of old rates may be treated as new rates. 
12. Rates'existing at the date of a contract should be left under the operation of the 

eon tract, 
13. Rates, or increase of rates, imposed after the date of a contract and before the 

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

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

These suggestions are probably capable of improvement. But whatever be the 
details of the plan, I feel sure that it is essential that a part of the burden of rates 
should be made to fall, and to appear to fall, on the Reversioner or Reversioners. 
h is a matter of great importance in the interest of the National Exchequer. as 
well as of Local Government, that the present system of raising money by rates should 
be preserved unimpaired. Rat~s are a form of tax which falls upon property, and 
which, beyond any other form of tax, provides security for good and economic 
administration. They ought, therefore, to be made as popular as possible, and for 
this purpose every injustice in levying them, whether real or apparent, should be 
removed. The fact that they are levied solely on the occupier, and not on the owner, 
is an apparent, even where it is not a real, injustice, and it ought therefore to be 
altered. 

Q"estion 10. Should g?'ound values be scpamtely '/"ated for local purposes, and if so, on 
what principles? 

This question it is very difficult to answer. There are very real grounds for 
the demand, and equally great difficulties in accomplishing it. It is clear that an 

.. alteration in the incidence of rates which are proportioned to rent will not be sufficient, 
without some further taxation of capital values. Rent and capital value are two 
different things, and rent is often no test of capital value. In the case where a lease 
has been paid for by a premium; in the case of land which can be, but has not been, 
built on; in the case of an old lease in an improving quarter: in the case of land in the 
neighbourhood of towns, and in all the pleasant residential part.s of England: the 
actual rent, which is often a mere agricultural rent, bears no proportion to the real 
value; and if local taxes were levied upon rent, and proportioned to rent alone, there 
would be a large quantity of real propelty which would escape local taxation altogether. 

But the difficulty of associating any plan of rating ground values with our present 
system of rating on annual value seems to me to be very great, if not insuperable. It 
is conceivable that in place of our present system we might have had one under which 
capital values, instead of rent, might hllvebeen taken as the basis, so that the annual 
rate might be proportional to some assumed rate of interest on that capital. The 
experiment seems to have been tried in the United States, and does not seem to have 
been successful. (Sea" Taxation in .American States and Cities" by R. T. Ely, New 
York,) 

But the great objection to any such plan is that there exists at present in this country 
an established system of valuation and rating fairly understood by the .Assessment 

• .~t01l, L 
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Oommittees whose business it is to ~ake the'v8.Iuations. It is an assessment of annual 
value· it is avowedly based on rent; and has in the actual rents obtained in the market 
a cert~in basis and test. The suggestion that rates shall be based on capital values 
would be a complete subversion of the sy~tem which now exists, and would need 
a completely new process, and a very different machinery. This objection appears to 
me to be fatal to any plan of substituting capital value for rent as the basis of rates. 

The same objection seems to me to be also fatal to a plan of taxing site values, 
which finds much favour in some quarters, and especially in the' London County 
Council. The gist of the plan is, to distinguish buildings-which are thA produce of 
human labour and capital-from the land on which they are built; and then to lay a 
new, separate, and heavy rate on the la.nd, which would go in relief of existing 
rates. In this way it is supposed that the capital values arising out of the mere 
possession of improved land might be made to contribute, without taxing the industry 
and capital employed in building. 

I doubt whether any such scheme ill practicable. In the first place the land and the 
house have not, for purposes of valuation, any separate existence. Valuers, no uoubt, 
say they can value them separately, and Mr. Chaplin's Agricultural Rating Act may be 
quoted as a precedent, if, indeed, that unfortunate Act can be quoted as a precedent for 
anything. Valuers will, no doubt, put a valuation on anything, whether they know 
anything about it or not; hut the question is what real basis they have for their 
valuation. The only ultimate basis of a valuer's knowledge is his experience of 
actual market values; and as the land and the houses upon it are sold and let 
together, no such basis can exist for a separate value of the two things. A valuer's 
judgment is limited by his experience, and where there is no experience his judgment 
is untrustworthy. I am told, for instance, that an experienced valuer's estimate 
of the late site of Her Majesty's Theatre, which was, of course, an exceptional case, 
has proved utterly erroneous. I do not see how it is possible for any valuer to 
say with any approach to truth or certainty, what is the vlJ.lue of the estate of the 
Duke of Bedford or of the Duke of Westminster, apart from the bnildings which stand 
upon them. " , 

A second objection to this plan of taxing site values is that the qnestion at issue 
is not so much,a question between the owner of the house and the owner of the land, 
as a question between the owner and the occupier of both house and land; and as the 
ownership and occupation of both are divided into a great number of successive 
interests, and as the tax upon the site must be levied in the first instance from the 
original occupier, it will be necessary to have an elaborate system of deductions 
which each successive tenant is entitled to make from the rent paid to his immediate 
landlord, until we arrive at the sum to be charged on the ultimate freeholder. This 
process will be parallel and analogous to that which has been suggested for the 
case of deductions of present rates from annual rent. We sbould thus have two 
systems of valuation and of successive deductions going on, both elaborate, both 
difficult, . alongside one another, and leading, as it seems to me, to inextricable 
complication and confusion. 

There is a third objection which is. at any rate, good as an OII"gumentum ad hominem. 
Those who are strong advocates of the plan of taxing "Site Values," are often 
also persons who believe that the present Rates in Towns fall wholly on the 
occupier and are not shifted on to the owner. I do not agree with them in this belief. 
But if they are right, what security have they that rates on Site Values will not also 
in the end fall on the occupier. 

In the absence of any practicable scheme for the eeparate rating of ground values,I 
have suggested in my answers to Questions 6 and 7 certain alternatives in the form of 
Municipal Death Duties. 

Befure quitting the subjects of Questions 9 and 10, it rpay be desirable to notice 
the difficulty which was much discu.ssed in former years, namely, whether it would be 
fair to tax owners without giving them direct representation. The principle that 
taxation and representation must go together have already been largely departed from; 
and in 'the present temper of public feeling about representation, I do not think that 
there is any prospect of giving what would be called "fancy franchises" to owners. 
It is also, I think, open to doubt whether such franchises would be of much service to 
them, and whether such franchises are necessary in order to give them their due inBuence 
on Local Bodies. The inBuence of ownership and property is very great indeed without 
any direct or any proportionate franchise. and I do not think that the experience we 
have had of modern local bodies with dem.ooratic constitutions shows that property has 
any reaSon to be afraid of them.. . , 



ANSWERS BY toRD FARRER. 8S 

The London County Council is, perhaps, the most striking case. In that body there 
has bjlen a good deal of talk of a soci~stio kind; but t.heir bark has been worse 1ili:an ' 
their bite; it has alarmed the conservatism of London; It has reduced the ProgressIve 
majority; and the danger seems to be now rather that valuable reforms, which would 
have been welcomed 50 Tears ago, will be impeded and delayed, than tbat any 
revolutionary attacks will be successfully made on London property. 

Q,testion 11. -Under what conditions and in what manner woold the rent w1vich coold 
be obtained by all owner of land or -rateable heTeditaments be affected, if at all, by

(a.) The Vncrease of an old rate? 
(b.) The imposition of a nelo rate? 
(c.) The reduction or abolition of a rate? 

So far liS I understand this question, I have done my best to answer it in tbe answers 
given to Questions 6 and 7. The increase of an old rate, if a settled and well·established 
rate, would for tbis purpose be much the same thing' as the imposition of a new rate . 
.Any change in rates made during the existence of II tenancy would of course affect 
the tenant and non the landlord. Upon the making of a new tenancy, past changes in 
rates, and possibly also the probability of future changes in rates, would be elament~ to 
be taken into consideration; but what specific effect they would have would depend 
upon the circumstances of the case. 

Question 12. Under what conditions OJ/Ut in what mannm' would the "ent which c(fItld be 
obtained by an owne,' of lOfIUt (fl' rateable h/l'J'editaments be affected, if at all, if an OCC1tpill'l' 
b!l whom a rate had witherto beRn paid were empowm'ed to deduct the 1vlwl.e 0" a pm·tion thereof 
Fom the "ent in the same mwnne,' as he is now /l'J1titled to do in the case of Income Ta:c 
(Schedule A.) '! 

I am inclined to think that, as in the case of Income Tax, the owner would in such 
case really pay the part deducted, though it is impossible to speak with absolute 
certainty; but whether he really paid it or not, it would be a great security to his 
property, and a great support to the existence of the rate, that he should appear to pay it. 

Q1t.esti(flb 13. What is the effect, if (JJnY, upon rent of mting JYroperty.
tn.) On diffm'/l'J1t scales of duty accorwing to the '/Jalue of the property? 
(b.) On diffm'ent Bcales of duty aooorilA,ng to the charactm' of the p"operty 01' the 

pu,'P0SCS for 10Meh it is used? 
I am not Bure that I understand this question . 
.As regards (a), I do not, without an example, see how it can be done, at any rate in 

those cases in which there are successive interests in the property. Is the value of the 
property to be taken as its value to, the occupier, or to the owner ~ and is the value of 
property to the owner to be taken as tbe value of the particular property-say the 
house-to him? or is the value on which he is to be taxed that of all similar property 
whioh be owns in the distriot? 

On first consideration, I do not see how it is possible to have a graduated scale 
of ta..'tation for rating purposes. 

.'\ s regards (b), I am in an equal diffioulty, and need a specific suggestion before 
giving an opinion. Possibly, reference is made to the separate rating of lands and 
builtlings under Mr. Chaplin's Agricultllral Rating .Act: if so, I think the whole scheme 
'IIobsurd. .A farmhouse, a bam or a pigsty has no separate value apart from the farm 
with which itis oonneoted, even though all the valuers in England have agreed to put 
down the values of the buildings and of the land in separate columns. 

Quc<ltion 14. Can you make suggestions to tTUJ Oommission as to any methods of "aiBing 
,'I'1INMt8 fO'I' local pm'P0888, otherwise than by means of mtes ? 

I have already answered this question, so far as I am able, in' answering Questions 7 
and S. ' 

QUR.,i1'on 15. Does a.ny pl!int not i'/wluded unde?' an?; of tlUJ fOl'eyoing questi()?MJ occu,· to '!IV1j, 
on which. halting TegO/rd to tlUJ te,"17I8 of reference to the Commission, yoo wish to e:tp?'e88 a,; 
"p-inion? 

I believe I have. in the answers to the previous questions, given all the information 
in my power. But if any further question arises upon what I have said, I shall be 
~ll\d t~ explain. Th~ .whol~ subject i~ one of such difficulty and complexity. tbat it is 
Impo~sIblo to be pOSItIve Without bemg presumptuous, or exhaustive without being 
wearIsome. 

.A binger Hall. 
23rd January 1898. 

FARRER. 
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Addition to Lord Farrer's Answers to the Questions submitted 
to him by the Royal Commission on Local Taxation. 

On looking over my answers to questions put by the Roy~l Commissioners on Local 
Taxation, I find two points of importance which are not sufficiently empl!asized; and if 
it is not too late I should like to add a word or two upon them. 

1. The first point is the effect of the recent immense development of grants or doles 
out of the public purse in relief of Rates on the balance nnd distributioll of taxation. 

These grants or doles amounted in 1896 to 10,750,OOOl., and this is exclusive of 
libout 2,000,OOOl. under the Agricultural Rating Act; of the grant to Ireland 
contemplated this Session; and of all grants under the Education Acts (s8e Sir E. 
W. Hamilton's Memo., p. 26). They are the growth of recent years, the amount having 
been only 650,OOOl. in 1843 (ibid.). The per-centage of local tuation contributed by 
the Imperial Exchequer waG 5 per cent. in 1843, 13 per cent. in 1876, and by Mr. 
Goschen's measures of 1888-90 it was raised to 24 per cent. (Ibid. pp.30-1.) 

These grants are made out of a fund which in 1896, consisted of the following items. 
(lWl. pp. 35-6):~ 

£ 
20,965,000 
31,595,000 

7,339,000 
15,983,000 

2,994,000 

1. Customs Duties -
2. Excise Duties 
3. Stamp Duties 
4. Income Tax 
5. Post Office Surplus 

6. Death Duties 
7. Land Tax 
8. Inhabited House Duty 

Total 

14,089,000 
1,021,000 
1,487,000 
---

£95,473,000 

Of these items of taxation the first five, amounting to more than three-fourths of the 
whole, fall chiefly on the consumption and industry of the country, whilst the last three, 
amounting to less than one-fourth of the whole, fall in the main on realised propertv. 
Local rates fall principally on realised property. • 

Consequently the grants in question, probably amounting in the whole to 15,000,000l. 
a year or upwards, are to a large extent a transfer of burden from the shoulders 
of property and accumulated wealth. to the shoulders of poverty and industry. 

The more closely Rates are analysed, the more, I believe, will this be found to b9 
the case. In Agricultural districts the ultimate incidence of rates is upon owners and 
not upon occupying farmers; and in towns, even where the rates fall upon occupiers, it 
seems probable that comparatively wealthy occupiers bear the greatest part of the 
burden. 

'1'he real remedy of the town occupier, where he requires a remedy, is against Lhe 
landowner, not against the general taxpayer. 

This disturbance in the incidence of the National burdens is a point so obvious that 
I failed to describe and insist upon it in my answers as much as I ought to have done. 
It is of such first-rate importance that I am anxious not to be thought to have 
neglected it. 

II. The other point to which I wish to call further attention, arises out of wlJat I hsve 
said at page 78 about a Municipal Death Duty, and the difficulties created by 
Sir W. Harcourt's .Budget of 1894 in devising such a dl}ty. I wish to point out 
that if that :Budget creates some difficulties, it also creates some facilities which did not 
exist before. Under it all immoveable property in towns will be valued for the purpose 
of this Imperiul death duty, and it will, therefore, only need an additional assessment 
on that vA.luation to provide an additional Death Duty for Municipal purposes. I am 
anxious to call attention to this point, because the more this subject is discussed, the 
greater appear to be the difficulties of taxing Capital or Ground values in Towns for 
:Municipal purposes in any other form than that of a Municipal Death Duty; whilst, on 
the other hand, the expediency and even the neoessity of such taxation becomes more 
and more apparent. 

FARRER. 
27th March 1898. 
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Answers by the Right Hon. Leonard Courtney, M.P. 

1. I am afraid I am wholly unable to accept the classification of Taxes contained 
in the paper Tabla D. It appears to me to proceed upon an entirely wrong method, 
and, whilst its analysis is laborious and painstaking, the results are, in my judgment, 
of little value in themselves. • 

The error running through the Table infects also the terms of refereJ.:ce to the 
Commission. It lies in regarding the problem as one of adjustment between things 
instead of between persons. We can only talk of justice between real and personal 
property by a strained metaphor, sure to mislead the many, and, indeed, constantly 
endangering the clearness of judgment of the few. The real task of the Commission 
is to investigate the existing system of Local Taxation in respect of individuals, 
and to readjust it, if necessary, so as to secure that these individuals shall be required 
to contribute in accordance with the principles of jU8tice. The moment we use 
language which is inconsistent with this truth we are in danger of confusion of 
purpose, and our inveAtigation is apt to be fumbling and stumbling in the dark after a 
very unsatisfactory fashion. Persons are, no doubt, taxed in relation to the possession 
of things and to the consumption of things, and some measure of the taxable capacit: 
of persons may be found in the extent of these possessions and of ,this consumption; 
but, after all, what we have to find out is not whether one thing is unfairly taxed 
compared with another thing, but whether the taxes as imposed take from one person, 
or one set of persons, more than the sums of which they should be mulcted if they 
are to be treated justly, as compared with other persons or sets of persons. 

The inquirer into the subject of Local Taxation should, in my judgment, proceed 
by examining first what should be the limits of Local administration and Local 
expenditures, in the course of which he might distinguish between those branches of 
administration and expenditure which have reference to the general and indivisible 
service of the community: and next, those branches which deal with ~eparate services 
to the individual members or families constituting the community. As an illustration 
of this distinction it may be suggested that if a municipality supplied gas within its 
limits, the service to every household or factory would be separate, while the service for 
lighting the streets would be indivisible. 

Secondly, he should inquire into the proper basis of contribution between the 
members of the community towards the expenses which have to be met, discriminating 
again between the indivisible and separable services. 

Thirdly, he should examine the existing modes of raising the Local Revenues required 
to meet Local expenditures, separating the revenue which doef! not arise directly 
or indirectly from the taxation of individuals, and should compare the analysis thus 
effected with tb", principles of just contribution aiready investigated. 

Fourthly, he should inquire into the most expedient ways of bringing the existing 
SYRtem, as set out in the result of the third branch of the inquiry into agreement with 
the ideal standard, worked out in the second branch. 

2. In view of the answer I have given to No.1 no reply appears necessary to this 
question. 

3. The net revenue of the Post Office, which strictly calculated would be less than 
the surplus 'of income over expenditure shown in the public accounts, since nothing is 
allowed in the latter for the interest on capital sunk in the service, is a tax primarily 
at least on the senders of letters. In the case of business correspondence some 
proportion of the cost may become a business charge, and be recouped by customers 
availing themselves of the services of the business. 

4. Where the tax is' levied to meet the cost of a separable service it would seem 
fair to impose it upon the individual in exact proportion to the cost of the service 
rendered. But this canon must 'be qualified by consideration of the circumstance, 
whether the service is rendered primarily for the sake of the individual or for the sake 
of the community. If the education of a child be the duty of a parent, the cost of the 
education should be met by the parent, nor would the obligation be different, even 
where the community enforces the duty; but if after taking into account the necessity 
of defraying the cost of education of those absolutely indigent and the .economy oi 
dispensing with separate accounts and separate returns, 0. community undertakes the 
"'hole charge of education within its limits, the serville may be regarded as undertaken 
for the community rather than for the individual, and may thus become indivisible, 
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The question inJact turns on. the .d_~termination. of t~~ limits. 0f..p~rsonal and,)~u~li(l 
duty trod the burden of the taxation may be'shifted WIth the VarIatIOn of these lllruts. 
With respect to all .servicE's which ,are reGQg~is~d as Ilommo~ a~d indivisible the 
apportionment of their cost must follow the p!ID~lples of ~~xatlon m ~eneral. As ,to 
this t.b.e answer which has.most recommended Itself, t;o.,me .IS that taxation for common 
purposes should be, Je~d :from .. eachmembel'. of. ,s:community according to the :law 
of equal sacrifice, mearung. thereb.'f that eac.h IndiVIdual should b~ mulcted of such a 
Burn as would, having relatIOn to hiS means, Involve the same ,sacrifice to the common 
want.,.; The suggestion ,whichhas often been made of allowing to each member of the 
community an irreducible 'minimum necessary for the ,maintenance of existence, before 
considering the taxation of the' overplus, is founded on an obscure appreciation of this 
doctrine of sacrifice, since the sacrifice becomes infinitely greater when this minimum 
is trenched upon. .correlative, however. to 'a reservation of the minimum is the 
sU(7gestion that with the extension', of the overplus the proportion of the tax may 
be

o 
increased 'since the sacrifice diminishes a~ ,this extension increases. The principle 

of graduation of taxation, thus appears to be dictated by considerations of pure justice, 
out it must, be admitted that it is extremely difficult to apply a rule of graduation. 
It must be. regulated by sU,ch conceptions as we may have of the tenacity of attachment 
of the normal man to, growing possessions, and of. the corre.sponding sacrifice involved 
in,atax on this tenacity. :All we can hope for is some. rude measure of apportionment 
approved by common morality. It should, however, be observed that in estimating 
the means of the individual. a common measure should bo adopted which in strictness 
can .only be obtained by a capitalisation of resources. The power of the citizen is not 
varied with variations of the form in which it may please him to invest his means. 
Here again we are deaJ.ing:with pure ,theory. and,- in its application to ordinary life it 
will be sufficient, if within 'particular comlUunities we can light upon some working 
test, which may be accepted as a gauge of the relative c<Lpacities of the members of the 
community. I may refer to my answer to ,the last question (No. 15) for a suggestion 
of a test of this kind •. 

5. The best way of arisweririgthe question upon whom rests theultimate incidence 
of d. tax is, I think, to be found in pursuing 'an investigation as to who would be 
benefited if the' tax were abolished. T,his method will be, best seen by the illustrations 
in the next answer. ' 

,q.-:-,,(o,.) Speaking generally. I think the Inhabited"House Duty: is borne by the 
occupier. . Where there is nO special advantage of site or position, the main element in 
determining the rent of a house is the cost of buildipg another similar to it, that is, 
affording abou~ the same accommodation. The rent cannot exceed what is sufficient 
to, give. a market return to the, builder, as .otherwise more houses would be built, 
nor except in decaying towns can it fall much below this, as otherwise the houses would 
soon become insufficient for would-be occupiers, and yet none would be built if the 
builderoould not get an adequate retnrn., H this view be correct, it would follow 
that the abolition of a house duty would be a. relie~ to the occupier only, and the 
imposition of a house duty would be a. burden on the occupier. Even if the duty had 
the\effec~ of compelling the. occupier to live in a house less commodious than he would 
otherwise obtain, the burden would still rest upon him, not by making him pay more, 
but. givip.g him less for his money. Where, howevElr, site or position forms an 
important part in the value of the house, the rent paid in respect of the sit!) would not 
be affected .by the conl!,iderationsI have mentioned, and so much of the house duty as 
was proportionate to this rent, and;' so to speak; attached to it, would be ultimately 
borne by the person entitled to the receipt of the rent, because this person, or class 
of persons, would be able in the long run to get their rent increased by the amnunt 
of the house duty taken off in respect of it. The proposition remains generally 
true •. as far as houses occupied for domestic purposes are concerned, that Inhabited 
House Duty is paid by the Qccupier. 

(Il.} The, r~oning in the. before-going answer applies to rates levied on houses 
used. for liomestic Qccupation, .. but it must be observed that if the abolition of a 
housequty, or o~ a rate,is balanced by the imposition of some other tax-if, in fact, 
there is. a transformation. and., not a cessation of burden, the problem for practical 
consideration :w:oulde.x:tend to an inquiry as to the ,incidence of the new burden. 
I mention this only as 1\ matter, of ,caution., ' " 

, 48 regards" rates OJ;1, trade premises. these must ordinarily form part of trade 
expel).dit\1r6, . and be ultiI!lately borne by the cnstomers availing ,themselves of the 
services, or consuming the QommQdities the trada supplies. For if these rates were 
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removed, the trruiing profits would be pro tanto increased, and the competition between 
those engaged in the trade, and of others ready to enter into it would bring doWJ;L 
prices so as to secure the ultimate benefit passing to the customer. This is the general 
view, but it must be qualified by the consideration that, where the situation of the 
trade premises gives it exceptional advantages, so that the occupier of them is not 
exposed to the effective competition we have contemplated, the owner of the position 
would, in the long run, be able to secure the advantage derind from the abolition 
of the rate. It may be noticed also, that rates on trade premises using the word 
trade in its amplest sense, so as to cover manufacturing establishments, often operate 
to favour the development of a trade in one district which is. lightly rated to the 
exclusion of others heavily rated, and this would tall upon the persons. interested 
iu the particular districts. But this burden is of a secondary degree, and does not 
affect the incidence of the rates where levied, which are borne generally by the 
customer or consumer. 

(c.) This is an. illustration, in the main, of the question answered in the last, 
qualified by a consideration of the nature of the competition to which the agricultural 
trader is exposed, and of the special advantages. commanded by the position of· the 
land he occupies. In so far as the prices of agricultural produce are determined 
by foreign competition, a taking away of the rates on land would temporarily enable 
the tenant to put his produce on the market at a lower cost, and would thus 

·temporarily increase his profits or diminish his losses. But the competition of 
would-be farmers. at home would take away this advantage on the one hand,while 
-the effective competition of the foreign producer would nullify it on the {)ther. 
In respect of all commodities which come upon the market under conditions 
independent {)f the distance of the place of origin t.he consumer would almost 
immediately lose whatever theoretical advantage he· might appear to grasp a1> first, 
whilst, as far as regards oommodities. the market conditioDs of which do depend on 
the place .of Qrigin. the owner .of the home property would gradually acquire the 
,benefit of the reduction. It is. easy to see that if a single. farIll were to be let rate 

. free the landowner would secure a higher rent just as he would in letting a. .fa.rm 
:tithe·free. But if all farms could be let rate free, the landowner could oulyse.cllre 
the advantage just so far as the .Lenant would havesn advantage ovel' olltland 
producers, that is just as far as the prodnce to be marketed depended for its market 
;value upon being produced within the distance of the farm from the market. 

(d.) I do not know whether it is possible to give a single answer to this questwu. 
It would seelll that the burden of the tax must depend upon the character of·· the 
property tl'lLnsIerred. .A distinction must. for instance, be drawn between property 
whioh is capable of being multiplied, and property which is pretty strictly limited . 
.As railways .are being continually extended and railway capital as' oontinuously 
increased, and large classes of investors regard many railways with· equal eyes" it 
would seem that if the taxes on the transfer of such property were abolished the 
result would be the division of the benefit between present holders and those who 
bought from them. After a time, the net result would be a fractional increase in 
selling values. But this increase would be kept down by the ever increasing -mass 
of values open for sale. In the case of landed property not thus capable of continuous 

N extension (landed must here be st'parated from house.property) the advantage of an 
abolition of transfer of taxes would be almost entir~ly absorbed by the ,0WJ;Lers at the 
time of the abolition. (These transfer' duties hav~ an ~mportant secondary effect in 
impeding free interchange, which however is beside the present inquiry.)' .As regards 
those cases where transfer taxes are levied in the respect of consumabte commodities 
passing into or through a market, these must be classed as falling Ultimately on 
the cousumer of the commodities in question. Market tolls are an illustration of 
this elass. . . 

(e.) I do not see how it is intended to oonnect this question with generol inqliiry 
into local taxation. If anyone contemplated the imposition of a local tax on trading 
profits it must be remarked upon suoh a suggestion that under the present circumstances 
of oomplete freedom of interiml communication by post and rail, and consequent 
competition between the traders of any particular spot, and those who are prepared 
to supply' t.he wants of its inhabitants from outside, it would be very difficult to 
prevent the tax from falling ou the traders in the place contemplated, with the possible 
result of driving some of the trade away. On the whole I scarcely think this notion 
can be seriously considered. On the other hand it is difficult to contemplate a universal 
tax on trading p'ofits 8S pertinent to the inquiry. If imposed its operation would 
vary aocording to the circumstances of particular trades. Where the trade partook 
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of the character of a monopoly it mig~t .b~ possible fO.r the trader. to pa.ss on ~ome of the 
tax to his customer ill the shape of dlmllllshed quantIty or deterIOrated qualIty, oreven 
in some cases of added price with a reflex consequence of some diminution in the 
extent of his trade. But where nothing of the nature of a. monopoly exists the main 
burden of the tax would apparently rest on the trader. 

(I.) It is not easy to see how the deduction of a death du~y can be passed on to any 
other person than the man who, in ~h~ absenc~ of the ~uty,. would have .received so 
much additional property by transmISSIon. ThIS person IS eVldently the pnmary loser, 
be he hair, residuary legatee, or what not, and it seems that he must remain the 
loser. It may be suggested that a living man may provide by insarance or otherwise 
for the duty to be paid at his death, and if the duty is the sole cause of the provision, 
which would in no case have been otherwise made, then the living man may be said to 
have borne by anticipation the burden of the duty. But it is obvious that he might 
have made a similar saving from mere motives of saving, and he would have left a 
bigger estate to bel transmitted to someone who loses the benefit of the addition 
because the duty takes it away. 

7. Where the subject of administration is one mainly, if not exclusively, of local 
concern, the reasons greatly preponderate in favour of making its control local, and 
where the control is local the money required for the administration should be raised 
locally also. Independently of the great value in a political sense of engaging the 
inhabitants of a locality in the management of their own affairs, it must also bEl 
recognised that these inhabitants must be best acquainted with the immediate circum
stances of the neighbourhood, and ought to have the best knowledge as to the 
means of doing what is wanted. Moreover, where those who control administration 
have to provide for its cost, there are the best guarantees of economy in administration. 
These seem to be the governing principles upon which our decision should be founded, 
bu~ the degree in which they should be observed and followed must probably depend 
upon the different estimate we may have of the value of the several principles themselves. 
For lily own part, I hold so highly the political importance of maintaining local 
administration that I would uphold it even at the risk of its not always rising to the' 
highest standard. Much difficulty must in practice arise in defining the limits of a 
community in respect of any special subject, partly through the growth and variation 
of localities, and partly because for different subjects different areas must be adopted 
liS limiting the community. An example of the first difficulty is frequently afforded 
in the expausion of towns. Examples of the second class arise in considering what 
limits may be bes~ assigned to a community for educational, police, or poor law 
purposes. Many anomalies and defects of administration have arisen from the rigidity 
of Town Boundaries, and it may well be considered whether some simpler method 
should not be established of providing for their extension. When, however, we have 
defined the proper limits of a community for the several purposes of local administration 
there remains the question of the expediency of securing some unity of principle and 
of standard in different areas, thus binding them together under some higher authority, 
it may be of a larger provincial area, it may be of the State, and in these cases it 
becomes proper that some contribution should be made from the higher authority, 
which contribution would entail some check on expenditure, if not some participaiion 
in it on the part of the higher authority. 

8. The answer to the last question indicates the conditions under which some 
portion of a local e~end.iture may p~operly be contributed from a larger area, of which 
the central Government IS only the hIghest example. It suggests that where conditions 
of administration are strung up so as to secure more uniformity or a hjO"her standard 
the additional expense might fairly be imposed on the authority "'requiring th~ 
improyement, :whi~h authority wo:ul~ als~ have s~me ri~ht of intervention in respect 
of thIS contrIbutIOn. The admInIstration of tue pohce in Eng'1and is a familiar 
example of this process. Police administration was originally parochial work. It still 
remains independent; within the larger towns, but, subject to this, it has become a 
matter of county con?ern, except in London, where a different system prevails. The 
area of the commumty for the purpose of polioe has thus been modified, but besides 
this the stand~d of police administr~tio?- has been raised to meet the requirements of a 
central authorIty, and a large contnbutIOn has been made under the same authority 
towards the co~t. In the s~me way, the .State has devel?ped and en~orced a higher 
standard of pnmary educatIOn, and contributes towards ItS cost. It IS unnecessary 
to examine the special forms of contribution which have been adopted: they should 
in all cases be chosen so as to secure that the money be spent on the right object, and 
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that it does not deprave the spirit of economy of the local administrators. In any 
general reorganisation of the relations between the State and local areas, whether. 
county, town, sanitary, district, 01' parish, these objeots should be kept in view as 
'of paramount importance. 

9. In answer to Question 6, I have given reasons for thinking that rates on the 
occupation of houses fall OL the occupier, and rates on the occupation of agricultural 
land on the landowner. If this view be true, there is no ~reat question of principle 
involved in the division of rates, for on the establishment of any tenancy the average 
amount of rates will be an element taken into consideration. But there may be 
important variations of rates, and even the creation of new rates during tenancies, and 
these possible variationd have often very great effect in retarding the adoption of 
beneficial proposu.)s, becanse they would throw expenditure upon those who did not 
contemplate them in their bargains. On this acoount I t.hink it highly expedient that 
rates on l'eal property should be divided, and there is no better division than that ot 
equality between owner and ocoupier, and the smoothness of the working of such 
a division in Scotlaud supports the suggestion. It was, moreover, recolIlmended long 
ago by the Richmoud Commission in the case of agricultural tenancies. 

10. Where the utmost use is made of a piece of land for building purpose~, which 
is ordinarly the case where land is covered with houses of recent origin, the rent paid 
for the house includes the rent of the ground on which it is built, and I have given 
reasons in answer to Question 6 for thinking that the rates paid by occupiers of houses 
are borne by them, except in the case where the position of the land gives it exceptional 
value, so that the owner of that land would in the case of a new lease command 
the advantage of any remission of rate. Shortly, therefore, rates on ground values 
would adjust themselves at each new letting. But, as suggested in the last answer, 
great changes may arise during tenancies, and whilst a separate rating of grouud 
values would Ii0t bring any new subject of valuation under rating at the time of a 
oommencement of a tenancy, and would not alter the incidence of the rate at that 
.time, its absence may, in the course of a tenancy, leave improved values exempt from 
rating, and ill consequence gr~atly affect the real incidence of the local rates. Suppose, 
for example, an ncre of ground occupied with inferior houses, built 60 or 70 years 
ago, and that in the course of those years the value of the land has enormously 
increased. The rates raised upon the houses are levied only in relation to their 
aotualletting value, without reference to the improved value of the land on which they 
stand. The owner of the land BceS his property ripening without any additional burden 
put upon him, though, as he would urge, without any immediate addition of income, 
and whilst he, with his improving property, escapes rating those who do pay the rates 
have so much the more to defray. This view suggests a strong argument for the 
separate rating of ground values, so as to secure an otherwi!e neglected growth, and 
the natural course would be to rate the groul!-d .upon an assessment, represollting what 
might be reasonably expected to be got from It if about to be let. 

A further question may be raisod as to whether a different rate shouldl be levied 
upon a ground value and upon ft. house value. ?"f the purpose of the expenditure 
of the rate can be shown to have special relation to the occupiers as a class, or to the 

.. owuers as a olass, the amount of a rate might be especially increasell in respect 
of one or the other, bllt the general case where the rate is levied to meet an indivisible 
charge in respect of some common want of the community requires separate examination, 
and this I give in the answer to Question 15, where I examine the principles of 
contribution as between occupiers and owners. 

11. I think the answers to these questions are contained in what I have already 
given. If the contemplated changes (of increase, imposition, reduction, or abolition) 
occur during tenancy, they would, under the present law, leave the rent unaffected. 
On the commencement of a new tenancy or the resettlement of a tenancv, the rate. as 
altered. or imposed, or repealed, would become an element in the fresh . bargain, and 
its incidence would be adjusted upon the prinoiples already set out. 

12. This question has also been dealt with in substance in previous answers. At the 
commencement or revision of 1\ tenancy rents would be settled in view of the power of 
deduction supposed to be granted, so that the real burden of rates and the real benefit 
of rents would remain as before. Tho new power would become operative only during 
tenancies, when the tenant would get all the advantage its form suggested of obtaining 
a recoupment in whole or in part from the landlord. It may, no doubt, be urged that 
in such oiroumstances the stipulated rent on a new tenancy would be increased so as 
to meet the possibility of a demand for recoupment of added rates, but I do not think 
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that this would be practically possible. Existing r .. tes may be, and are, taken into 
account when tenancies are created, but no one can speculate, witit practical effect, 
on the possibility of a subsequent increase or diminution of them. 

I3.-(a.) If this question means, as I understand it, that the occupant of a house of 
500l. a' year may be subjected to a higher rating upon his asaessment than the occupier 
of a house of IOOl. a year, and this latter again higher than the rate on the occupant 
at20l. a year-if. for ~x~mp~e, the rates in the three. cas~s were to be two shillings, 
eighteen-pence, and a shillmg m the pound-I do not think lD the long run there would 
be' IIny effect' on rents. The burden would be borne by the occupier, and though 
occupiers might be compelled to live in smaller houses, the supply of these houses 
would be augmented to meet the demand, the rents beiug fixed by the return required 
by the house-buuder upon his outlay. The difference of rate might shift occupiers 
from one class of houses to another, but the burden would still be on the occupier. If 
the suggestion' is contemplated with regard to agricultural land the rates would fall 
upon the owner as in ordinary cases. (see answer to Question 6), and there might be a 
disposition to break up large farms mto smaller ones, so as to escape the loss involved 
through letting farms of large size. 

(b.) I suppose this second part applies to a suggestion for increasing the rate where 
houses are used as public-houses. or perhaps on farl!ls where farms are used as 
hop-gardens. Generally speaking, the effect of such an increase would be to impose 
an additional element of cost cn the conduct of the business, be it farming or 
public-housekeeping, and in the case of the public-house would be ultimately borne by 
the customers. In the case of a farm, so far as its command of the market is limited 
by foreign competition, the additional burden would, like the original rate (see former 
answers) operate in diminution of, rent. 

14.-(1.) Many methods may be suggested, but feV"' seem to deserve approval. An 
oct'l'oifurnishes a large revenue in Paris, and is a familiar incident of municipal taxation 
on the Continent. Examples of it, restricted to one or two commodities of general 
consumption, are to be found in some of our own tOWDS. A general octroi involves 
much labour and cost of collection, is a grflat hindrance to trade, and, in respect of a 
large 'number of articles, tbe results are witolly disproportionate to the expense. A 
flon viction of these truths led to the abolition of general octrois in Belgium some 30 
years ago, and steps were being taken towards this same end in France before the 
downfall of the Second Empire. An octroi, limited to one or two articles, is more 
defensible as a means of raising an indirect tax. But it is very difficult to put 
sucl). a system in operation without also impeding freedom of industry, whilst the cost 
of collection often tends to be excessive. In special places a revenue migbt be 
raised I;>y taxes on the introduction of special commodities, but every suggestion of tbe 
kind requires separate examination, and the presumption must be in general against 
their adoption. 

(2.) Special license duties, or rates at a higher degree, might be impo~ed in respect 
of particular trades operating as taxes on the persons availing themselves of tbe 
services of these trades. Where such trades refer to matters of universal consumption 
such indirect taxes might bring contributions to the cost of organisation of the area, 
under contemplation from classes not easily brought under a system of direct taxation. 
This idea of specially taxing a special trade has for moral, rather than for financial, 
reasons been extended in Scandinavia to the municipalisation of public-houses with 
the result of securing large increase of revenue, and, it is said, reduction in the 
consumption of intoxicating liquors. Moral cO:J.sicicrations are here brought in support 
of the financial suggestion, but with respect to the kindred proposal to tax' places of 
amusement the balance of moral consideration is perhaps on the whole against it. 

(3.) Foreign countries afford many examples of the local imposition of taxes of the 
nature ~of assessed taxes; for example, on carriages, horses, servants, windows, &c., and 
there is one argument in favour of such taxes being imposed directly by a municipality 
as against the system of imposing them by the State, and handing over' the proceeds 
to the municipality, namely, that the first system offers inducements to economy, 
inasmuch as economy might be followed by a reduction or abolition of taxes, whilst 
the second system provides a sum of money for loca.! purposes, with a kind of obligation 
to spend it. ' 

Tbe taxes suggested under the above three heads are such as it might be expedient 
to' allow local authorities to experiment upon. Such experiments, no doubt, would 
require to be carefully watched, especially in regard totbeir effect on the internal 
movement or persons and of commodities; and if they are to be tried they should be 
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instituted subject either (1) to agreement to certain conditions prescribed beforehand, 
or (2) in pursuance of some plan or scheme drawn up by the local authority, and 
submitted for approval to Parliament or some prescribed intermediate authority before 
being put into execution. . 

(4.) Funds might also be provided for local purposes by an addition to ce~1;:J.m 
selected Imperial taxes of a certain per-centage, similar to the additional centi~eB 
which are raised in France. But it is at least doubtful whether this nommal 
appropriation of special surplus taxlls for local purposes is not altogether misleading. 
and whether it would not he more honest as well as more simple to vote dirE!(!tly out of 
the consolidated fund grants for local purposes in accordance with some defined law 
of contribution. Beside the objection already noticed that supplies obtained in this 
fashion for local purposes inspire no feeling towards economy, it must be further 
observed that every system of assisting localities from Imperial funds brings its own 
crop of disputes ovel' the fairness of the distribution as affecting special areas. 

Before parting with this question the practice of the United States should be noticed, 
where funds for local purposes are raised by asSf'ssments on the members of a local 
community in nroportion to the total valuation of the means of such members. A 
schedule is made of the property of every taxpayer similar to the. valuation made 
here for purposes of probate, with the addition of (I believe) the amount of one year's 
income from any profession or trade in which the person may be engaged, and on the 
total so made up the local tax is assessed. This system has the advantage of being 
completely free from any connexion with or dependence upon Federal taxation, put it 
is believed to be so provocative of falst! and fraudulent returns that it cannot be 
suggested for adoption. 

15. In answering this question I at first recall what I have already said as to the 
expediency, if not urgency, of establishing and maintaining the appropriate areas of 
local organisation. The town boundaries for example should be capable of easy if 
not automntic modification 80 that the area through which municipal jurisdiction 
should extend should correspond to what the town really is. Tests may be suggested 
such as the dt'nsity of population by which such extension might be secured, but it 
would probably be- enough if the function of adjusting town boundaries were removed 
from Parliament, and given in the simplest cases to some county authority, and in more 
important cases to that permanent tribunal to which it has often been suggested private 
Bill business should be relegated. Similarly the union of parishes or parts of parishes 
for poor law or other purposes should be favoured by the easiest procedure so ItS to 
secure appropriate areas. Baving thus obtained the proper sphere within which to 
operate, the problem resolves itself to that of obtaining wit,hin that sphere a just method 
of contribution to the funds necessary for its purposes. Here I would repeat what I 
have said on the reasons for separating local from Imperial finance. The contributions 
from the central Government should be limited to direct payments in respect of 
particular servioes in the efficiency and uniformity of which the whole nation is 
interested, and should be so distributed as to secure, first, that these services are 
properly met, and next, that economy of administration on the part of the local 
authority is not endangered. I pass by as not requiring amplification what has been 
said as to octroi duLitls, tolls, and other indirect charges upon the conSllmers within a 

.. community, merely observing that these modes of raising revenue are often costly 
and are always open to the objection that their operation is obscured and rarely 
appreciated. 'fhere remains the question of direct taxation. In former answers I have 
givt'n reasons for supposing that rates on land are ultimately born by the owner, rates 
assessed on the rental of houses privately occupied 8re borne by the occupier, except so 
far as this reutal covers the rental of the land on which the house is built, and that 
rates on manufactories, shops, and business premises are charges upon the several 
llUsiuesses, and are ultimately borne by their customers. .As, such customers must 
oft.en live outside the area, within which the expenditure arises for which the tax is 
le,:ied, tbe jusLice of levying in this manntlr a contribution from outsiders is not 
6Vldllut, unless it can be said that the conduct of the business imposes expenditure 
on the community in whose Brea it is placed. This would happen where the cost 
?f l'??d ~lUking is increased through the existence of the business, but this form of 
JllstlficatlOn cannot be generally advanced. Following up theRe remarks on existing 
rates, I would reoall the fact that I have admitted that ground values might be 
separately rated, thus bringing in a subject of asse~sment at present neglected; and it 
:would be strictly in ap;reement with the principle of such extension, to impose l'ates 
lD respect of unoccupied and undeveloped land in proportion to their estimated value. 
~ummal'ising direot taxation for local purposes as it exists, we have before us_ e. levying 
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of rates borne ultimately by the owners of land and occupiers of houses within the 
area ra~d and we return to the inquiry whether both classes, owners and occupiers, 
should be'taxed, and if so, whether on the same terms. It may be said that the 
occupiers form the resident community for whose use and advantage the services are 
maintained, the cost of which is met by rates. But it may be retorted that owners 
though absent in body do enjoy indirectly many of the advantages residents command, 
and enjoy them in a more permanent fashion. On the whole, I cannot doubt that 
the rat,ing of owners can be justified as it certainly will be maintained. The question 
remains whether the two classes should be rated on equal terms. Here it must be 
rClIlarked that whilst occupiers of houses are rated on the assessed rental of their 
dwellings, this is only a measura though perhaps the best measure of their taxable 
capacities inter 88. But it does not exhaust these capacities, whereas the owner of 
land is rated quoad that land to the utmost measure of his capacity. Of two men, one 
may rent a house of 1001. per annum, the other may be the owner of a farm yielding 
100l. per annum. But the disposable income of the occupier of the house may be 
8001. or 1,0001. A rate, therefore, of 48. in the pound would be a tax of 20 per cent. 
on the income of the landowner, but a tax of only 2t per cent. or 2 per cent. on the 
income of the house occupier. If the problem of local taxation is to secure the same 
sacrifice from contributors to the cost of local administration, it i~ not solved by levying 
the same rate on owners and occupiers, and apparently the proper methou would be to 
reduce the rate upon land to such a proportion to that upon houses as would succeed 
in obtaining in general what may be deemed a ,;proper contribution from each. I refrain 
from naming a preci~e ratio. 

A thought may be suggested by what has been just written on which a word may 
be spent. We have been talking of rates borne by owners of land and occupiers of 
housE's: but it may be objected that owners of houses are, at least, as much interested 
in local administration as owners of land if not as occupiers of houses, and the question 
arises whether it would not be right and possible to rate house owners separately as 
well as house ocoupiers, just as we haye been talking of rating separately ground 
values. The answer is, that any rate imposed on a house owner, unless something 
lIimilar applied to all forms of ownership, would come back upon the occupier, as 
the owrier must get his normal interest aud profit on the cost of construction. But 
whilst this reasoning is correct, it is also true that there is a certain friction delaying 
and preventing the ~mooth and complete transmission of taxes from the person 
primarily pa.ying them to the person by whom, in theory, they 81'e ultimately borne, 
so that something sticks on the way; and if the occupier of a house were entitled to 
recover over from the owner such a proportion of rates a~ might be judged proper 
according to the principles already explained, something of this would be borne really, 
as well as apparently, by the owner who is thus reached. . 

If the views above expressed are sound, it must follow that owners of land have been 
disproportionately taxed to meet the cost of local administrations. The owner of land 
WIthin the looal area has been rated on his full income, whilst the occupier of a house 
has been rated according to a rental which represents II fraction of his income. This 
inequality has, however, existed 00 long that, except as regards recent additions to 
rates, every trace of personal hardship has disappeared from it. Owners of land have 
bought and sold subject to the peculiar burden attached to such ownership, and the 
burden is an element which comes into account in fixing rentals and therefore in fixing 
prices. It may be said of the traditional poor rate, that it is no more a personal charge 
than is the obligation to pay tithe rent. It is true that the statute of Elizabeth provided 
for the rating of stocks in trade according to a method which was devised to rate the 
incomes of traders in the same degree as the iucomes of landowne:'s, and it is sometimes 
urged that this liability of trade incomes is kept alive by the fact that the Act 
exempting them from assessment is renewed· every year as a temporary.measure expiring 
out for such renewal. This, however, i'l but make-believe. 'l'he rating of stock has 
long been impracticable, and the annually renewed suspending Act is a confes~ion of 
the truth previously recognised throngh practical experience, and conE-rmed by legal 
decisions. However unequal the rating of landowners may ha.ve been at starting, it 
would be a. fresh injustice to remove it altogether now. If we are to make a real 
settlement of the question of local mting. which cannot, in my judgment, bo done 
without much pains, I think we should make a survey of what has in fact been 
contributed on the average of a sufficient Dumber of years towards local expenditure 
by rates levied in respect of the oocupation of agricultural land. This could, of 
courae.·,be effected by commissions of inquiry, but mi,!(ht probably be more cheaply and 
expeditiously done with the aid of the statistics of rates at the command of the 
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Local Government Board. Anyhow the facts can be ascertained, and when we have 
got them, the method of subsequent action would be comparatively simple. We 
should have to determine what proportion the rate on the occupation of land should 
bear to that on the occupation of a 'house in order to secure justice of contribution. 
Suppose we determined it should be one fourth-and I name this proportion only 
because it is that adopted in some recent legislation-it should then be provided that 
three fourths of what has been ascertained to be the average rate of the past should be 
charged on the lands subjected to i1bem, thus forming a permanent eDdowmeu~ for 
local purposes, whilst the rating of the future being reduced to one fourth would at the 
outset bring in precisely the same income as before, but would secure wit.h respect 
to the future that equality of contribution of persons, which is the ideal we wish to 
realise. Everv development of local. action, evcry extension of local administration 
would then be supported by a just assessment of the persons who can be called 
upon to Rustain the burden, whilst the revenue which has been brought in by the 
practice of generations, and has become a charge on land rather than a tax upon owners, 
would remain as a local endowment. If we had such a system established we couid 
face changes with equanimity; we should be more at liberty to discuss proposals for 
a relief of those local rates which now press on mannfacturing a~~ commercial industry. 
If, however, further resources were desired I should regard as the best means or 
supplementing other revenues a transfer of the Inhabited House Duty to local 
authorities, making the duty so transferred a real power of taxation in their hands, 
which they could increase if necessary, and abate if economy made it possible. With 
the transfer, the form of assessing the duty should, however, be remodelled. Not 
merely the house, but the demesne, or policy, or whatever forms part of the amenity 
of the bouse as a residence should come into the valuation, and that process of 
alleviating the pressure of the duty on the occupiers of the lowest class of houses, 
which legislation ha~ already sanctioned, might properly be extended to some 
increase of rates as valuation increased. Speaking roughly, t.he style of house, in its 
more extended definition, in which a man lives is as good a m~asure as can be found of 
his tanble capacity, and if the principle be sound in Imperial taxation that where 
means largt'ly increase taxable capacity increases still more rapidly, it cannot be 
otherwise than sound in respect of local finance. These hints may perhaps be regarded 
as counsels of perfection, and, indeed, the Buggestions I have made respecting our 
system of rating may be sufficient for the present attention of the Commission. 

L. COURTNEY. 

Answers by Sir Robert Giffen, K.C.B. 

1. I do not think this question expresses fully what was lrobably meant. The 
question is .. Is the classification of Imperial taxatiou indicate in the accompanying 
:I.'able a correct classification; if not, what alterations can you suggest." But a 
olaRsifioation of taxation may be correct, that is, the definition of the classes into 
which taxation is divided, may be clear and precise, without the classificat,ion itself 
being useful! This remark applies to the classification in the table referred to. It is 
clear Ilnd preoise, and therefore correct, but it is not in my opinion a useful classification. 
It divides taxation into two classes, "taxes incidental to the ownership, occupation 
or transfer of property," and" taxes not incidental to property." But of what use i~ 
8uch a classification intended to be even if it can be carried out in detail! Taxes 
.. incidental" to tbe ownership, &c. of property may vary greatlv. in their incidence 
and that incidence may not be on " property" at all, while if thoy fall on " property ,i 
and not on the individuals who are the owners of the property, they would cease to be 
toxes in the proper sense of the word, viz., contributions by individual members of 
the community to the expenses of the State. 

To m~e my. meaning plainer I should like to point ou.t that Income Tax, speaking 
broadly, IS 0. fairly equal tax upon >ill profits and earnmgs above the minimum limit 
of the incomes to which'it is applied. Whether a man has an income from property 
or fro.m other sources he pays t.he same IncOl~e Tax, and he cannot better himself by 
changmg from one property to another. It IS therefore a tax where the incidence 
is upon the individual and not upon the property. Rates on real property aO'ain 
aN for the most part-I believe, to a very large exu-nt indeed-burdens on °the 
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property itself, and therefore not taxation in the proper sense of the term; in other 
words not contributions to the expense of the State by the individuals who bear 
the rates in the same way that the Income Tax is a contribution by those who bear it. 
To take a third illustration: Duties upon the succession to property at death are sums 
reserved by the State out of property which dying people leave behind them, and which 
are therefore not taxes upon the dying, because they are not levied till they have ceased 
to own the property, and not taxes upon the inheritors because they only inherit by 
the will and permission of the State itself. _ The phrase" taxes incidental to property" 
thus covers most various things, and the phrase is not a useful one in any question of 
the incidence of taxation. 

The Land Tax is an Imperial tax in the nature of a rate, and is not a tax in the 
ordinary sense of the word. 

The incidence of moderate stamps on deeds and other instruments, bills of exchange, 
and bankers' notes is also obviously quite different from the incidence of Income 
Tax, or rates, or duties on succession to property at death. These are really taxes 
on transactions, and their incidence is rather that of the duties which are classified 
as not incidental to property than that of any other part of the class to which they 
are assigned. 

I do not suggest any alterations in the classification itself, not being aware of the 
precise purpose for which cl assification is required. _ 

2. '1'he second question is as to the completeness of the classification; and then, 
.. Are the several items correctly distributed ~ " The answer I have given to the 
first, question is also to a large extent the answer to the second. The completeness of 
the classification depends upon the objects for which it is required. 

As to the distribution of the items, I do non think there can be such distribution 
unless" incidental to property" is accepted in the widest sense, and not even then. 
If we stretch the interpretation, we might even hold that a large part of the Customs 
and Excise Duties are incidental to property because they are paid by owners of incomes 
derived from property. If we narrow the interpretation, however. then almost all 
the taxes included in Group 4 of the table ought to go out, as they are taxes on 
transactions falling equally on the community as a whole, and not on the owners of 
property at all. Land Tax. Death Duties, and Income Tax I have already dealt with. 
These" taxes" are not of a common species with each other or with the other taxes 
incidental to property comprised in the classification. 

One other tax mentioned in the Table, .. House Duty," I have not yet referred to. 
It is all put down aF! a tax incidental to property-I presume because it is incidental 
to the occupation of property. But" House Duty," whatever it is, is clearly not paid 
out of property, except in the sense that Customs and Excise Duties may be paid out 
of property. It may be paid by people who derive incomes from property, but it may 
also be paid, and is paid, by many people who derive incomes from other Bources 
than property. It is really a consumption duty, being a duty on the consumption of 
houses. just as Excise and Customs are duties on the consumption of spirits, tobacco, 
wine, beer, &c. A portion, of "House Duty," like the rates, may in certain circum
stances be a burden on the property affected in the nature of a rentcharge, and. 
therefore, n()t a tax at all in the proper sense of the ;word; but, so far as the house 
duty is a tax, it is a consumption tax, and nothing else. 

A special remark must also be made on the last heading of all. viz.: Post Office 
" Excess of revenue over expenditure." classified with taxes not incidental to prope~ty. 
This item is wrong in respect that it does not include the gross revenue of the Post 
Office. The idea seems to be that up to the limit of what the Post Office expends 
the Post Office ~oes a ~ervice to the community, for which it i~ repaid; it i~ only in 
respect of what It receIves, beyond that Bum that the Post Office Imposes taxatIOn. But 
this is incorrect in. theory. '£he postage of letters is a tax on letters-tawe deB lelfres, 
it is called by French economists. The sa,me with telegrams and the other business 
of the Poet Offipe. A special service is no doubt rendered to each contributor of the 
tax, as well as a general service to the whple community. by means of the facilities 
of communication always available; but the charge is what is technically known as a 
1;:1x, and the fact that a particular, as well as a general, service is rendered, does 
not alter the tax nature of the charge. Apart from theory it has also to be considered 
that the productive portion of the Post Office revenue is derived from charges where 
the cost is very little-from letters, for instance in the metropolitan district, or in and 
between great centres of population. where the cost of conveyance and delivery does 
not exceed, probably, one tenth of a penny per letter, lind the surplus of nine tenths 
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is spent on other services of the Post Office on which there is a· deficit. The same 
with tEllegrams. If the Government were to appropriate the surplus revenue from· 
these productive sources to the general expenditure of the country everyone would 
see that real taxation is involved. The real nature of the surplus is not altered 
by the circumstance that it is applied specially to other Post Office expenditure (so 
that we never see what the surplus is), and not to the general expenditure of the State. 
I think, therefore, that in any statement of taxation the gross Post Office revenue ought 
to be included. • 

I am well aware of the precedent set for the present arrangement in Mr. Goschen's 
Report on Local Taxation in 1871, which I had some knowledge of at the time. Since 
that date, however, I have frequently had the matter under consideration, and .1 am 
satisfied the correct method is to classify the entire Post Office revenue as " taxation." 

The items, moreover, seem to be farther defective in that miscellaneous revenue of 
different kinds, which is really derived from taxation, is omitted. I refer especially 
to the fees on legal proceedings. These fees are not merely taxes, but they are, on 
the whole, very bad taxes, amounting to the sale of justice by the State, and the taxes 
falling with unequal weight upon special classes and individuals of the community. 
The fees on county court proceedings are in this category. From the way the estimates 
and finance accounts are now framed, it would be difficult to get a complete sum of 
all these taxes, but an acoount ought certainly to be given in any oompleto classifica
tion of taxation. The question as to which of these taxes are incidental to property 
or not, would be a specially difficult one, and probably no division of the sum could 
be made. 

This seems to be the place also to notice the distinction made in the table between 
l'ateable and non-rateable property, which is admitted to be very difficult, and which 
appears to me an impossible one to make. Railway stocks and debentures are personal 
property and non-rateable. although the corpus of the undertaking is partly real 
property and so-called rateable. How can a distinction be made between what is 
rateable and non-rateable here? The particular tax is" incidental" to the non-rateable 
part of the individual property as far as the payment of the rates is concerned, 
although the charge is in respect of what is called rateable. I do not see any way by 
which this part of theciassificolotion can be justified. There must be many similar 
cases. 

3. This specially relates to Post Office revenue, and I have answered it in the 
above reply to Question 2. See also what I have said under Question 2 as to the 
omission of such items as .. fees and stamps on legal proceedings" from the account of 
taxation. 

4. I do not think the equity of any single tax by itself can be properly considered. 
It is the equity of the aggregate of taxation that should be looked at, and there can 
be no other test I imagine than equality of pressure by the aggregate of taxes on 
individual members of the community. Each person shonld contribute equally 
according to his means to the expenditure of the State. Obviously this may be arrived 
at by means of a tax or set of taxes pressing on some particular members and classes 
.!If the community, and other taxes and other sets pressing on other members and other 
classes. 

The Income Tax, for instance, may be considered in idea a fair tax down to the 
minimum limit, but it should be compensated by taxes on the members and classes of 
the community whose incomes are below the Income Tax limit. 

It will be found in practice, however, that there are certain sources of revonue 
which need not be balanced one against another. The whole of the taxes in group 
4 of the classification, or nearly the whole, may be considered in this category. They 
are moderate taxes on transactions, and the pressure, as far as one can judge, is equal 
throughout; they constitute a deduction from the aggregate profits and oarnings of 
t,ho community, and the exact incidence need not be traced. For a different reason 
the same conclusion may be applied to the death duties. These duties are not properly 
taxes, and no individual has a right to complain of them. Could anything be more 
unreasonable than for a stranger in blood whose inheritance is charged 10 per cent., 
say, on 100,0001., to complain that he pays a tax of 10,OOOl. which no one else pays? 
He should rather be thankful that the State permits him to inherit at all, and does 
not take the whole 100,000/. to itself. So with a tax like the Land Tax. It is in 
the nature of a rentoharge owned by the State, and not, properly a tax in the sense that 
it is a contribution by the persons through whom it reaches the State towards the 
general expenses of government. . 
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I am not sure but that something of the same kind could be said as to the incidence 
of Bomo Customs and Excise Duties. 'Were these duties more general, questions would 
no doubt arise as to whether the real incidence was always on the· consumers of the 
article charO'ed-whethel' the effect was not sometimes to diminish the profits on 
business ge:erally, and so equalise itself over the whole community. But this would 
involve most intricate and speCUlative considerations which need not be pursued 
farther. . 

I have spoken above of equal pressure upon every individual according to his means. 
It seems unnecessary here to raise the farther question of taxable surplus, by which a 
certain deduction would be made from the income of each person before the taxable 
surplus on which equal assessment is to be made is arrived at. It seems also 
unnooessary to raise the farther question of proportional taxation, according to which 
incomes would be taxed at a higher rate as they increase in size. The point here is 
merely that there is to be equality as far as individuals are concerned, however equality 
in detail may be considered to be established. 

5. I have no special suggestions to make beyond what has already been said as 
implied in the above answers. 

'fhe important matter is that there is often a real incidence of taxation as 
distinguished from the primary incidence. This is apparent as a rule with regard to 
Customs and Excise Duties. The people who pay the duties to the Government are 
not the people who bear the burden of the tax. No such simple test can be applied, 
however, in the case of taxes like the Post Office Revenue or many stamp duties where 
the practical conclusion must be that they do not come into any balancing of taxation 
between different classes at all. It may also be pointed out that the mere fact 
that particular individuals would gain by the remission of certain taxes, such as rates, 
doe~ not prove that the burden at present falls upon them. 

There are also some difficult and special cases. At one time, in Italy, for instance, 
s tax upon milling-a grist tax as it was called-was imposed. It was assumed 
beforehand that such a tax would add to the price of bread to the consumer. As a 
matter of fact no such addition to the price of bread could be traceq. What 
happened was that the supervision required in connexion with the levy of the tax and 

. the additional capital required in the business had t·he effect of crushing out of 
existence the small millers, and the tax ,vas largely, if not wholly, paid out of the 
profits of the big capitalists who could afford it when there was less competition. 
How is the real incidence of such II tax to be described! 

I helieve something of the same kind has been experienced in connexion with recent 
changes in beer and tobacco duties. Monopolists have paid the increase, or a large 
part of it, apparently, out of incre8!!ed profits. . 

It is also frequently urged that generally with new or increased taxes of moderate 
amount, there is great friction in passing on the charge to the ultimate consumer. 
At first, at least, something is paid out of the profits of the trade. 

Practically, the conclusion must be that, while rough approximations may be made 
as to the real incidence of taxation, the matter is not one for nice and exact statement 
in detail, when the analysis of taxation in a particularcountry comes to be made. 

6. I have already stated my views on most of these heads. Substantially, and subject 
to the qualifications above stated, where they apply, my conclusions are-

a. The Inhabited House Duty is a consumption tax like Customs and Excise Duties, 
and not incidental to property in the sense that it is paid out of property. 

b. Rates on house and trade premises are deductions from the property in the nature 
of a rentcharge; at least, old rates are; and, practically, all rates--on .the 
assumption that local expenditure must be paid out of rates. 

c. The same as (b) with rates on agricultural land. 
d. ,1'axes on the transfer of property where moderate, as in England, are taxes on 

\transactions, and are a deduction from the general profits of industry in a 

) 

Gommunity. Serious taxes on the transfer of property, as in France, lower 
the value of all property liable to be transferred, and if new, are a charge on the 

\ OWLers; if old, are a deduction from the property for the benefit of the State. 
e. 'raxes on t.rade profits, if special to a particular trade, fall upon profits generally 

in a country by diminishing the area of profit, and not upon the particular 
people in the trade. An Income Tax is difterent, because itfalls upon everybody, 
whether the profits are from trade or not. 

f. Death Duties are not, strictly speaking, taxes at all, and form no part of the equal 
contribution which the inheritors should pay as members of the oommunity 

. towards the expenses of the State. . 
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1. The Ilriteria by which the purposes for which taxation IIhould be raised locally 
are to be distinguished from those fol' which taxation should be raised by the. 
central government appear to be two:-

a. There should be local taxation for local improvements, such as drainage, sewerage, 
and embankment works, or public gardens and parks. 

b. There should be local taxation for purposes like the relief of the poor, or police 
or other objects of apparently State or national concern, where it is convenient 
and expedient that the administration should be entirely in local hands. 

I believe these cri teria would cover every case. Of course, there are great diffioulties 
of application in detail. The health of a town which gains primarily by good drainage 
and sewerage works is indirectly the concern of the country as a whole, and so of the 
State. Drainage and sewerage works are thus matters for the central as weI. as the 
local government. But practically there is not much difficul~y in .picking out a 
large class of works where the locality gains primarily, and where the locality may 
thus properly bear the cost. Again, as regards such an object as the relief of the 
poor, it is easy to see that while the object is not theoretically local at all, but 
IS the direct concern of the whole State, yet from the nature of the case the locality 
would not willingly part with the local administration. When this is the elISe the 
expenditure aDd taxation must also be local, for the simple reason that otherwise 
there would be no end to the expenditure. 

Historically these criteria have been the criteria actually applied. Localities have 
taxed themselves for their own improvements because the Central Government had 
no money. As the improvements were much wanted, they had to be done in and by 
the locality, or not at all. The S3me with other objects more properly of national 
concern. Partly by the wish of the locality where the administration had to be local, 
and partly by pressure from the Central Government which had lit~le money, objects 
of government of any kind requiring local administration were taken up by or assigned 
to the localit.ies. 

As time goes on one object after another ceases to be so purely local as it was, 
and charges are from time to time transferred from the localities to larger areas, and 
finally to the State, and very properly so. Provided the transfer is not too rapid, of 
which thllrs may be danger, no harm is done. 

S. There ought, as fa.r as possible, to be a clear division between central and 
local objects of expenditure. Expenditure and taxation for local objects should botk 
be local-in other words the revenue should be locally levied and locally administered. 
A system by which the local authority receives money in any quantity from the Central 
Government is full of danger. Grants from the Central Government for local purposes 
should be most jealously watched. The best excuse for them sometimes is that the 
State makes a grant in return for local conformity to some standard of excellence; 
but this is apt to lead to complete State management. These remarks apply to the 
assignment of revenues colleoted by the State to local authorities, as well as to grants 
specifically so called. 

9. The division of local rates between owners and occupiers of real property is 
recommended for practical reasons by many authorities, but I have never been able 
~o see the merit of it. The arrangement keeps up the illusion that the incidence 
'of the tax is upon those who pay the money to the Government, whereas the real 
incidence is not affected by the question as to who pays in the first instanoe, owner 
or occupier. '1'here may be some friction in the transfer of the burden from the 
oocupier to tbe owner where the occupier pays in the first instance, but the transfer 
cannot but be made somehow as regards all rates existing prior to the occupancy, 
and, as regards rating generally, on the understanding that l'ating is the recognised 
method of defraying local eXllenditure. The class of occupiers count the full cost of 
the rates before they settle what rent they will pay to the owner. 

10. The idea of the separate rating of ground values arises from a misunderstanding 
of the real incidence of rates. .A s that burden faUs ab initio upon the ground landlord, 
diminishing the sum of capital or income he is able to obtain for his property, there is 
really no separate ground value to be assessed. 

11. The increase of an old rate or the imposition of a new rate would apparently 
leave the owner untouohed so long as a lease to an occupier who had contracted to pay 
all rates is in existence. But the parties who make such Contracts no doubt take into 
acoount the contingenoy of new rates or additions tJ old ones, so that th .. 8e are aiso a 
burden upon the property. There would be nothing inequitable in this, provided the 
objects of local expenditure were always such as ought fairly to be made local 
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according to the principles above explained. (See answer to question 7.) In the same 
way the reduction or abolition of a rate would make the property more valuable. 

12. An occupier could not be empowered to deduct the whole or portion of 8 rate he 
has hitherto paid under agreement or. c?stom from t~e owner without injuBti~e. 
Contracts must in all cases be kept. If It IS thought desIrable for any reason to maKe 
such an arrangement regarding rates, the only equitable method of carrying it out 
as regards existing rates would be to add the amount of the deduction in the first 
instance to the rent. 
I A rate is not on all fours with the Income Tax, as the Income Tax is not a burden 
oD, the property, while the rates are. 

() 13. The effect of rating property on different scales according to the value of the 
property would clea):ly be to relieve some property at the expense of others. It could 
have no other effect. What would be the object of such an arrangement I do not 
underotand. The size of properties in a particular place is a mere accident. What 
reason can be suggested then why a particular property should pay more or less in 
proportion to its size I do not see. The idea seems to be borrowed by suggestion 
from the idea of taxing large incomes of individuals at a higher rate than small 
Incomes, but what may be applicable to individuals with the object of arriving at 
equality of taxation is obviously not applicable to properties. A small property in a 
particular place may, in fact, be owned by someone who is a great owner of property 
generally and vice versa. 
: The' effect of rating property on different scales of duty according to the character 
of the property or the purposes for which it is used wl}uld also be, of course, to 
subject the property not favoured to a higher charge than would otherwise fall upon 
it. This has been fully shown by the experience of the last Agricultural Ratings 
Act,but experience is not required. It is a mere question of arithmetic. If a 
given sum has to be raised from rateable property in a particular locality, then if 
certain kinds of rateable property pay less the other kinds must pay more. 

I can see no grounds for distinguishing between property and property for the 
purposes of rating if any property is to be rated at all. What can be rated, I 
believe, is real property only; and all that can be done by law is to define such 
property precisely. All those questioDs as to the rating of machinery fixed and not 
fixed and the like which have giyen so much trouble to the Law Courts should be 
avoided by clear definition. Nothing should be rated in the nature of stock-in-trade, 
~r anything which is not, in the strictest meaning of the word, real property. 

14. I do not think very much turns on this head as all local taxes, I believe, must 
ultimately fall on real property. The burden of the local government of a community, 
if it could be placed on the individual members of the community, would lead 
immediately to a movement for an equivalent reduction of rent so as to place the 
individuals upon an equality with residents in another locality. In this way the octroi 
of a city like Paris depresses pro tanto the rent of the City which, would be increased 
if there were no octrcri. , 

Keeping this principle in view I should be inclined to suggest as a possible means of 
taxation, though it is against many ideas aud prepossessions in this country, a 
Customs Duty or octroi on the admission of articles of general consumption into a 
locality. Such articles as coal and raw materials used in manufacture must be 
exempted, though even as regards these the duties, if very small, would probably add 
little to the cost of manufacturing, and would fall on real property in the long run. 
Apart from raw materials, however, articles of general consumption might well bear a 
small local duty in lieu cf rates on real property. The incidence, for the reason 
already stated, wonld ultimately be the same; but the octroi would be the more easily 
collected. 

15. No. Perhaps I should add that I disagree with the terms of the reference 
itself, viz., to report whether all kinds of real and personal property contribute 
equitably to local taxation, and if not, what alterations in the law are desirable in 
order to secure that result. The result is one that ought not to be aimed at. It is 
essential that taxation for local objects should be locally leyied and administered; 
and as all local taxes must, in the nature of things, and as long experience has proved 
fall ultimately on real property, t.he question of taxing snch property equitably 
or equally with personal property does not come in. The notion of taxing personal 
property must in fact be giyen up in any proper scheme of local taxation, The 
burden of local government must be a burden all real property; and the real 
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problem of local government is how to give the owners of such property Qdequate 
control of the administration without destroying the efficiency of local government, 
itself. 

POSTSCRIPT. 

Since writing the above answers, I have had the opportunity of perusing Sir Edward 
Hamilton's able and instructive memorandum on the history of local taxation, and the 
proposals for dealing with it in the lal\t fifty years, with special reference to the question 
of Imperial relief of local burdens. I see no necessity, however. for modifying the 
answers. The memorandum rather confirms my views generally. It may be useful. 
perhaps, to state that I had the honour of assisting Mr. Goschen in the preparation 
of the tables for his Report on Local Taxation in 1871; and consequently that I have 
been conversant for a long time with many of the problems discussed by Sir Edward 
Hamilton, though I have given less attention to them of late years tban I did at one 
time. It might be useful to the Commission, I believe, to have before t:qem a long 
paper in the ElXYTlomist (8th April 1871) devoted to the discussion of Mr. Gosohen's 
Report, which appeared shortly after that report was issued. This paper was written 
by Mr. Bagehot, whose authority' as an economist is well known. and in it there is 
the best exposition I know of the nature of the hereditary burden of rates. 

I have to express my full agreement with Sir Edward Hamilton in the opinion 
that all old taxation tends to become equally diffused over the whole community. 
The oaS6 of old rates, which tend to become a rentcharge on the property affected, 
is, b owever, a very special case. 

R. G. 

Answers by Proiissor Sidgwick. 

Quest'ions 1 and 2.-The classification of taxes is a question on which there is 
considerable difference of opinion among experts; and I agree witb Sir E. Hamilton 
in holding that a classification appropriate to one purpose may be inappropriate to 
another. I propose, therefore, to consider the classification presented to me only in 
relation to the matter on which this Commission has to report, which I understand to 
be the extent to which equity is realised in our present system of local taxation, so 
far as property is the object taxed, and the changes (if any) desirahle for the better 
realisation of equity. ' 

~'he first question that arises is, How far and in what way is an inquiry into 
Imperial or national'" taxation relevant? To this there seem to be three answers, one 
obvious and hardly controvertible, the other two more doubtful and needing some 
discussion. 

I.-Manifestly, we ought to adopt the same general view of equity in dealing 
with both kinds of taxation. There is considerable diversity of opinion as to the 
true definition of equity in this matter; but to adopt principles for local taxation, 
inconsistent with those adopted for national taxation, would be palpably indefensible. 
1£, therefore. in contemplating our system of national taxation, it clearly appears to 
be based on a certain view of equity, I presume that the Commission will, speaking 
broadly, adopt that view in considering the equity of local taxation. 

n.-This connexion in respect of principles appears to me, as I have said, almost 
indisputable. But assuming the prmciples determined, is there any further connexion 
between their applications to tbe two kinds of taxation respectively? 

P1'inui facie, it would seem that there is not; for since local taxation varies, and 
ought to vary, from district to distriot, we obviously cannot satisfactorily compensate 
for the overhurdening of any class in the system of local taxation by lightening the 
burden on the same class in the national system. That is, only the quantum of burden 
common to all districts would admit of this kind of compensation; the quantum of 
burden falling only on some districts and not on others would not admit of it. We 
must, it would seem, treat local and national ~xation as separate systems, and 
endeavour to mllkA each equitable independently of the other. 

But though this ,view Reems to me incontrovertible if we are considering ideal 
equity, I do not think it would be practiCally wise to adopt it. For if we find-as 

• Tbe t~l'm d Imperiat '. seems 'to me hot happily cht\.~n to denote the taxation of the United K!n~om 
in viow of the current use of the term ~, British Empire," I ha"e, therefore, used "National)J ila this seruw.. J 
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I think we shall find-that either system of taxation is such as only allows at best a 
very rough approximation to justice, it is possible that the highest attainable degree 
cf equity in both syst«;ms.taken ~oge~her will requ!re u~ to compensau: an i.nequalitY.in 
the 'one by an opposIte lDtlquahty lD the other, lD spite of the mamfest ImperfectIon 
of this mode of compensation. 

I think, therefore, that it is the duty of the Commission, on both the above grounds, 
to form a judgment as to the equity of our system of national taxation; and that the 
propriety of the classification presented should accordingly be considered from this 
point of view . 

. 1lI.-I gather it to be Sir E. Hamilton's view that there is a third kind of 
connexion 'between local and national systems of taxation, in the funds annually raised 
by the State for local purpose~. On this poin~ I should be inclin~d ~ take a somewhat 
different view; 1 should consIder· the conneXlOn here to be pnmanly rather between 
local and national ji'1/;Q/fU)6, than between local and national tazati<m. 

There appear to be two distinguishable cases :-
(a.) If the proceeds of a national tax are handed over in their entirety to be spent 

by local authorities, the tax must be regarded as transferred to the local 
system, and its burden must be taken into account, as much 8S the burden of 
any local rate, in considering the equity of the local system as a whole. 
The State in this case merely furnishes tbe machinery of collection. On the 
other hand-

(b.) If a grant is made from natiDnal funds in aid Df local expenditure, in view Df the 
national interest in such expenditure, it ShDUld, 1 think, be cDnsidered 8S a 
contrihutiDn from the nation at large, and the equitable distribution of the 
taxatiDn which it involves ShDuld be considered in relation to national as 
distinct from local taxatiDn. 

The two most characteristic features of the classi6cation presented are-
(1.) the distinction between taxes (a' incidental to. ownership, occupation and 

transfer of property, and taxes (b) not incidental to prDperty; and 
(2.) the further distinctiDn under head (a) between "rateable" and .. non-rateable" 

property. 
These distinctions, carefully worked out as they lire by Sir A. Milner, are certainly 

of value; but as they neglect the fundamentally impDrtant question as to the shifting 
of incidence, they can only aid us in the first stage of the inquiry; an entirely different 
divisiDn is needed befDre we can alTive at any cDnclusion Dn the question Df equity. 
1 need nDt labDur this pDint, as it is fully admitted in Sir E. HamiltDn's MemDrandum. 
Even if we contemplate the primary incidence alDne, it wDuld seem that the" Dccupier" 
of a dweliing-hDuse, who. purchases the commDdity Df hDuse accommDdatiDn fDr an 
annual rent. is in a positiDn mDre analDgDus to. that Df the CDnsumer Df certain kinds 
of " mDveable " commodities than to that Df the Dwner Df .. immDveables." 

Indeed the term .. prDperty" seems used rather arbitrarily, when a tax Dn the 
occupiers of dwelling houses is taken as "incidental to. prDperty " and a tax Dn persons 
keeping private carriages is not so taken. 

(Some further criticism will be most conveniently given under later heads.) 

Question 3.-1 am quite willing to fDllDW Sir E. Hamilton, and take net revenue as 
the only estimate practically available Df the tax impDsed through the PDst Office 
monopDly. 1 do. nDt, indeed, think that it is strictly speaking the right estimate. In 
estimating hDW much Englishmen are taxed through their payments for pDstal services, 
we ought strictly to consider not how much they pay beYDnd what these services CDSt, 
but how much they pay beYDnd what they wDuld have to pay if the GDvernment gave 
up its monopDly. That this latter principle is the right one appears, perhaps, more 
clearlv when we CDnsider hDW the burden Df the tax is distributed. FDr there can be 
no doubt that it is nDt spread equably throughDut the country; it falls on the 
urban elemimt, speaking brDadly, as distinct frDm the rural. ~'he inhabitants of 
't wns would get their internal correspondence done more cheaply if the mDnDpoly were 
a lished.t-How much they wDuld gain we can only cDnjecture; but it seems clear 
tho. thatc'hypothetical gain, whatever it may amDunt to, cDrresponds to the real burden 
of th tax imposed thrDugh the existing governmental mDnopDly. 

Q'U8S . \ 4 . .lThere cannot be said to. be any universally accepted view as to the 
princinle of eqUitable taxatiDn. . 
I.-~he rinciple that at first sight appears lllDst obviously just is that each individual 

ShDUld pay in, propDrtiDn to the services rendered to. him by GDvernment: i.e., in 
propDrtion either to the 'Util-ity to him Dr the cod to GDvernment Df the services in 
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question, or perhaps in accordance with some compromise between utility -and cost, if 
the two measurements diverge. And most persons, I suppose, would accept this 
principle as equitable in the case of payment for services which the payer is left free to" 
take or to leave. But then we do not call these payments" taxes," except so far as 
their amount is increased through the governmental monopoly, as in ihe case of postal 
services. The principle, however, seems theoretically applicable to services compul
sorily received, so far as we can clearly distinguish and estimate the different amounts 
of service-whether measured by util,ity or cost--that Government renders to different 
individuals or classes. And some political economists have held that aU taxes ought 
to be regarded as payments for services received, and the equity of taxation entIrelv 
detsrmined on this principle. I think however, that it is practically inapplicable-or 
only applicable to a very slight extent--in the case of all the most financially important 
semces of national government, because they cannot be tbua individualised. Thus it 
would be hopele~s to try to portion out among different classes of the community 
the cost of the army and navy, or of the interest on national debts incurred for 
warlike purposes, on the principle of payment in propol,tion to services rendered. And 
the same may be said, in the main, of the expense of the administration of justice 
and the police,-since Bentham's remark, that those who are under the necessity or 
going to law are those who benefit wast not m08t by the administration of the law, 
appears to be sound. Perhaps stamp duties on inSTruments of transfer of property 
may be to some small extent regarded as a special contribution from the propertied 
classes to the cost of the civil administration of justice, which is preponderantly 
concerned with their affairs. But at any rate, for determining the eqnitable distribution 
of the burden of the main part of national taxation some other principle must be 
found. 

!I.-So far as apportionment in the ratio of service rendered is impracticable, 
the right principle-from the point of view of equitable distribution-seems to be that 
of equalising, as far as possible, the burden or sacrifice that taxation imposes on 
different individuals. It is sometimes thought that taxation proportioned to income 
would attain this result; but it can only attain it very roughly, owing partly to 
the grtlat difference in the needs of tlifferent classes of persons with equal incomes, 
-e.g., fathers of families as compared Ivith bachelors-partly to the much greater 
severity of the sacrifice imposed by taxation, so far as it involves a re!luction of 
expenditure below the standard required for health or efficiency. This leads us to 
the view that taxation should ue proportioned not on incomes as wholes, but to 
superfluous incomes, I.e., those portions of incomes that are not required for such 
expenditure as is necessary for the health or efficiency of the taxpayer himself and 
those dependent on him,-including needful savings. But owing to the difficulty of 
defining necessaries-especially as both health and efficiency admit of indefinite 
degrees-and the complicated differences in the needs of different persons, it would be 
practically impossible to carry out this principle by any system of direct taxation. 
This leads to the plan actually adopted in England, so far as national finance is 
concerned. of taxing small incomes only indirectly, by taxation or consumable articles 
not necessary for health or efficiency. But if this plan is adopted, we cannot hope for 
more than a very rough approximation to equity in the distribution of the burden of 

.. tsxation,-especially if, as is aotually the case, the commodities selected for taxation 
are luxuries like alcoholic liquors and tobacco, which largely tend to be consumed in 
excess of what is salutary. There is an obvious expediency in selecting such 
commodities; but it cannot be realised without a sacrifice of equity, since persons 
mayo-and largely do-abstain from alcohol or tobacoo out of regard for health or 
merely from taste, and not in consequence of pecuniary needs; and there is no 
ground for supposing that the amounts consumed by different consumers correspond 
at all olosely to the amounts of their superfluous incomes. Indeed it is certain that 
the normal expenditure on such commodities absorbs an increasing amount of the 
consumer's income 8S we descend in the scale of wealth; so that the taxation of such 
commodities requires to be supplemented, as it is in our system, by other taxes fallinO" 
exclusively on the wealthier clas~es, in order to attaill equity as far as possible ~ 
between class and class. 

And here we come to the most practically importsnt question of principle. which 
has to be settled before any detailed discussion of the equity of our system of national 
taxation can be profitable. Are we, in balancing the over-taxation of the lower income 
classes through customs and excige by taxos-sllch as income-tax, death duties, stamp 
duties, &c.-which fall exclusively or more heavily on the richer classes, to aim at 
proportioning the total taxation to the total incomes, or to what I have callfld the 
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~:f/;uo'us incomes of the different income-classes! Only. a rough approxima~on ~s 
possible whichever standard we take; but what should the Ideal be! My own View IS 

that th~ end of equalizing bUJ"dens or sacrifices would be best attained by taxation 
proportioned to superfluous income--i.e., income in excess of expenditure required for 
health or economic efficienoy-if only this standard oould be made definite. But, 
considering all the difficnlties in the way of doing this, I think that practically the 
best course is as follows :-

(1) To treat death-duties as sui generis, and regard them as a special contribution 
from the wealthy and moderately well-to-do classes; and 

(2) As regards the rest of the burden of national taxation--except the unredeemed 
Land Tax, for reasons to be presently explained-to aim at an approximate 
apportionment of the contributions of different income classes to their total 
incomes; provided that all direct taxation of the poor, and all taxation 
of necessaries, are oarefully excluded. 

I treat death-duties as sui generis, in view of the peculiarities of their incidence, and 
espeCiallvof the fact that the amount of the tax rightly varies with the relationship of 
the dece~sed person to those who henefit by his death. . 

The unredeemed Land Tax-being the remains of a special tax on land, that has been 
for a century redeemable-is, I think, on the whole most fairly regarded not as a tax 
properly spea:king, b.ut ~ portion of ;rent res~rv~d t<;, the State; which canno~ be take!! 
into account m consldermg the eqUItable distribution of the burden of taxation. It IS 

true that, so far as the land burdened with this payment has passed from hand to hand 
by inheritance alone, the existing owners probably still bear the burden of it in most 
cases, as they would probably have inherited the same land without thiR or any 
corresponding burden if the tax had not been imposed. But this statement applies 
equally to the heirs of those who have redeemed the tax, and, to a great extent, to 
the heirs of previous owners who have sold the land; so that we cannot practicaUy 
take this effect into account. 

Turning now to the eqnity of local taxation, we find that the principle of propor
tioning taxation to the utility or cost of governmental services-which was easily seen 
to be, in the main, practically inapplicable to national taxation-holds here an 
important place, and requires to be carefully examined. The whole theory of local 
taxation rests on the assumption that the inhabitants of one distriot have special needs 
of governmental expenditure distinguishable from those of the inhabitants of another; 
and it is possible to contend that special benefits result from such expenditure to 
certain classes in the district, especially if we extend the notion of " benefit" to include 
the performance by Government of duties held to be incumbent on these classes; 
indeed, prima facie, this contention wonld seem to be required to justify the existing 
system. But before we can decide how far it is well-founded, it is necessary to examine 
more closely the incidence of taxation . 
. (I have accordingly deferred till the concluding answer the statement of my views 

on the equity of local taxation.) . 

Queatioo 5.--A treatise might be writt,en-treatises have been written-on the 
incidence of taxation. My limits only allow me to make a few general remarks before 
passing to the examples speoially selected. 

I.-The difference between "real" and "apparent" incidence does not affect the 
main part of national taxation to a:ny considerable extent,-assuming it to be 
" apparent" that the customs and excise duties faU on the consumers of the com
modities taxed. These taxes may, indeed, be avoided by abstinence from alcohol 
tobacco, &0., in which case the burden imposed by the,tax consists in the inconveDienc~ 
(if I1I1Y) suffered by abstinence; but there is no important tendency for the burden tc 
be transferred from those who do consume the commodities--since no important 
diminution in the numbers of the poorest class, through emigration, abstinence 
from marriage, or death of children, is to be expected in consequence of the high 
prices that they have to pay for alcohol, tobacco, and tea. No doubt, so far as the rise 
in price restricts the consumption of alcoholic liquors, it tends to caliSe some loss to 
the owners of agrionltu~al land, :which ought not to be ~verlooked in considering 
broadly the burdens laid on agnculture; but we cannot mfer from this that the 
consumer is not burdened to the full amount of the tax, as taxes on oommodities 
ordinarily cost the consumers more than they bring in to the State. Again, an inoome 
tax laid equally on incomes from different sources, with exemptions and reductions for 
smaller incomes, has no tendency to be transferred. The same may be said, speaking 
broadly, of the present system (If death duties, except so far as they may tenn. to 
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diminish the accumulation of capital, and so cause a rise-or prevent a fall-in the 
rate of interest. 

But of these duties, as. well as the Inhabited House Duty and the Stamp Duties, I shall 
have to speak in answering Question 6. . 

n.-The incidence of a tax imposed on a particular class of persons (including 
owners of a particular kind of property) cannot be properly considered out of relation 
to the whole system of taxation, as it will be entirely different according as the tax in 
question is or is not compensated by other taxes imposed on other classes. Thus, a 
tax on farmers' profits, if it stood alone, would tend to be transferred through 
industrial competition to other classes of the community; but standing a8 a part 
of a fairly adjusted general income tax, it has no such tendency. 

III.-There is in most cases some difference between the incidence of a tax when 
first laid on and its incidence at a later period; but the amount of difference varies 
very much in different cases. Thus a tax on any kind of consumable commodity, when 
first laid on, falls to some extent on the sellers and producers of the commodity, 
80 far as the rise in price causes a contraction of the demand; but the amount of this 
effect varies greatly with the commodity selected, owing to the great difference in the 
extensibility of the demands for different commodities. 

IV.-Speaking generally the burden of any. uncompensated tax imposed upon a 
particUlar class of producers tends ultimately, through industrial competition, to be no 
longer borne by this class,-assuming the class to continue to exist. But it does 
not necessarily tend to be transferred wholly or even mainly to the consumers of the 
products in question. The effect of the tax will be to diminish, rapidly or slowly, 
the amount of capital employed In this branch of production, and therefore the 
amount of proilucts; but if similar products, or satisfactory substitutes for them, 
clln be obtained from other sources, the rise in price resulting from the diminution 
'6f the supply may be small compared with the tax. In this case the ultimate effect 
of the tax will be largely to· cut off the portion of the production carried on under least 
favourable conditions,-a process usually involving ·the destruction or depreciation of a 
certain amount of the capital invested in the business, and tending to cause some' loss 
to the owners of . land, mines, &c., so far as the demand for their products is thereby 
diminished . 
. V.-It is cOl).venient to· follow the. Germans in distinguishing between" forward
shifting" of the incidence of taxation from seller to buyer and "backward-shifting" 
from buyer to seller. "Forward-shifting" is sometimes-as in the case of customs 
and excise duties-clearly designed when the tax is imposed; and I have accordingly 
taken it to be " apparent" in this case. Of" backward-shifting" I do not think that 
this can ever be said. 

QulJ8tion 6.-:-PRELIMINARY REMARK. 

In the following discussion I shall use the word" old" tRX to melln "a tax that 
C( hilS lasted for It period sufficiently long for the cessation of the effects of its first 
" imposition, so far as industrial competition tends to do away with those effects." 

(a.)-Inhabited House Taw. 
A. new tax on inhabited houses, proportioned to their annual value, tends to cause 

men to be content with less .house. acoommodation; and so far as this cause operates, 
a part of the burden of the tax: must fall on the owners of houses, and some part 
also on house builders, for whose services the demand is reduced; moreover, as the 
reduction in the demand for building diminishes the demand for land suitable for 
builUing, a slight share of the loss will be handed on to the owners of such land. 

When the tax: has become old, it may be assumed that no part of it is borne by 
builders as such, or by tbe owners of houses so far as they are products of the building 
industry. The rent paid for a house must be sufficient, speaking broadly, to allow 
the builder of new houses as much profit as he would have had if tbe tax had not 
been imposed; and this rise in tbe value of new houses must be accompanied by a 
corresponding rise in the value of old bouses, at any rate in all localities in which 
there is effeotive competition going on between new houses and old. In localities 
w bere the demand for bouses is so slack that it is not worth while to build, the burden 
of the tax will remain partly on the owners of houses so far as the demand for them is 
strictly loca.!. 

Putting aside this exceptional case, we may conclude that the portion of the tax 
that corresponds to the value of the house as a product of industry must be paid by the 
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consumer i.e., ocoupier, (except so far as he. is a prod.uce~ who cali shift it forward, 
a point to be hereafter considered). And m ·rural dlBtnots, where the value of the 
ground for house building does not materially exceed its value for agrioultural purposes, 
this statement applies to the whole ta;x:. But so far as the gr.ound va~ue exceeds 
the value of agrioultural land, the portIOn of the tax OOIT?spondmg. to t~ll.s excess of 
ground value will fall on the owner of the ground,-assummg for SImpliCIty that the 
house is not held on lease, but on yearly tennre. He' has no means of escaping 
it by raising his rent, so far as this is competitively determined, sinoe it must be 
assumed to be already as high as the demand for houses will allow, and the tax: can 
have no tendency to increase the demand. Nay, further, as the tax must be assumed 
permanently to reduce in some degree the demand for houses, the owners of urban 
land as a class must even lose a little more than the portion of the tax cOITesponding 
to the excess of the ground values over agricultural values, since they lose the additional 
rise in ground values that would have taken place if the demand for houses had not been 
reduced. But this loss we may neglect. 

It remains to consider how far the occupier can shift his burden forward as producer, 
trader, or professional man, on to the consumers of his products or services. This, 
however, will be more conveniently considered under head (e), since that part of the 
tax which corresponds to the value of the portion of tbe house needed for productive 
purposes .may be taken to fall prim~il.y o~ prod~cers' profit.~.. So far as the oc~upier 
is the ultImate consumer, no such shIftmg IS possIble; the portIOn of the tax fallmg on 
him must be regarded as paid out of his income. 

So far I have ignored, for simplicity, the case of leasehold tenure. But the compli
cation introduced bya lease presents no real difficulty. If the lease is more recent 
than the tax, it does not affect the normal incidence of the latter, as the occupier must 
be assumed to have taken it into account in making his bargain with the landlord; 
if, on the other hand, a tax (unforeseen) is imposed after the lease has been taken, the 
portion of it that would otherwise have fallen on the owner of the ground will be 
borne by the holder of the lease until its ~rmination. 

(b.) The case of a rate or local tax, proportioned to the annual value* of an inhabited 
house, would be obviously similar .to that of a national tax on inhabited houses, if it 
were uniform over the whole country. '£he special question, therefore, to be considered 
under this head is the reai incidence of the diffl'/l'ential element of the higher rates levied 
in certain localities. I will for simplicity first assume that the rate is old, and consider 
only its incidence in the case of houses of which the letting is more recent than the 
Tate, so that the rate may be assumed to have been known to the occupier when he 
toak the house. In this case it seems clear that the whole burden of the differential 
rate, so far as it is onerous, must fall on the owner of the ground value, provided that 
in spite of this bur~en the land remains still more valuable for the purpose of house 
building than for any other purpose. I say, .. so far as it is onI'/J'!YU8," because SQ far 
as its proceeds are expended in increasing the utility and value of the hOllse the 
payment of it need not be regarded as a burden at all, unless it is imposed on persons 
who do not enjoy the resulting advantages, 01" do not enjoy them to an adequate 
extent. But so far as the differential rate is really onerous, its imposition cannot in 
any way increase the demand for the house, and therefore cannot enable the owner to 
exact II higher rent than he would have exacted if it had not been imposed. The 
differential mte is in short to be simply Imbtracted from the price of the differential 
advantages of situation for which the tenant pays; the owner must be assumed in any 
ease to make the most of these advantages in fixing the rent, so that if the differential 
rate were removell, as the advantages would remain unaltered, he would simply increase 
the rent to a corresponding extent. . 

Of course the case is different with a new rate, which, so far as it affects the 
occupiers of houses held on lease, obviously cannot be shifted back on to the owners 
of the land until the termination of the lease. In fact the leaseholder may be regarded 
as having purchased the annual value of the ground for a certain time at a certain 
price, and therefore must, of course, bear during this period the burden of a new tax 
falling on grouud valuee. Even when the tenure is only from year to year, it is not 
unlikely that a differential rate or increment of rate imposed since the occupation 
oommenced may be borne by the occupier, from a dislike of thtl trouble and expense 
of moving, although the owner would not have attempted to raisl! the rent if the rate 
had not been imposed; but so far as we suppose both parties to act with alert regard 
to their interest, a house let after a differential rate has been imposed must be assumed 

• I Oullt for eimplicity any consideration of the difference "f ..... em.nt in tb. case of the house tax 
Bnd.thelocm rate. respectively. 
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to be let on terms which throw the whole burden of the rate on the owner of tbe 
ground value. 

Hence the prevalent belief, that the extra burden of the high rates of London and . 
other towns really falls in the main on the occupiers of houses as such, would seem to 
be not well-founded, except on the supposition that the persons in question do not 
adequately look after their pecuniary interest. I am not acquainted with the evidence 
on which this supposition is based. 

(Some further discussion of this question will be given in answering question 9.) 
(c.) I shall assume the principle, that a tax laid on a special clasB of prod ucers wiil 

in the long run be shifted from them by industrial competition, to be applicabie 10 
agriculture. No doubt here the stability of rural habits of thought and economic; 
action ia likely to prolong the process of shifting, and the period required for a tax to 
become" old" in the sense before defined. Still, it may be assumed, that the burden 
of a rate sufficiently old on agricultural land is not borne by the farmers. It must, 
therefore, be borne by the owners of land, -at least if we assume for simplicity that 
the land has not been flxchanged for non-rateable property during the period in 
question*-except so far as any restriction of the area of cultivation that the rate has 
caused may have thrown some part of the burden on the purchasers of agricultural 
products by raising their price. The restriction may take place either through the 
abandonment of the cultivation of land previously cultivated, or through the non
extension of cultivation to land that would otherwiso have been cultivated. It is 
obvious that a smaller burden of taxation will be required to produce the latter 
effect; but in the depressed condition in which agriculture has been in Englar.d for 
twenty years, it is the former effect that has chiefly to be considered. In any case 
the effect on price of the restriction of area thus caused cannot be considerable in the 
present state of trade, so that the main burden of an old rate may be as~umed to rest 
on the owners of land. 

It is assumed in the above argument that the rents paid by farmers are oompetition 
rents. I believe this assumption to be near the truth in Englalld at the present time. 

(d.) Taxes on transfer of proper~y are, in respeot of their inoideuce, chiefly of two 
kinds. So far as the transfers taxed are normal incidents in the management 
of accumulated wealth or income, tho burden of them remains on the owners of 
property, so long as they do not fall with serious inequality on different kinds 
of property, and are kept so low as not materially to impede the transfers in question. 
If they are so high as to impede transfer, they tend to cause Eome diffused loss to the 
community at large by preventing productive woalth from getting into the hands best 
qualified to use it. Otherwise any such tax may be regarded as a kind of supplememary 
income tax weighting the burden thrown on the higher income-classes. On the other 
hand, so far as these taxes fall on particular classes of traders, such as bankers, 
specially conoerned in the movement of property, the burden of them, as of other 
taxes on special branches of industry, tends to be shifted forward by industrial 
oompetition, through the supply of the services of the traders in question being rendered 
less abundant and cheap. 

(e.) Taxation of trade profits hae no tendency to be shifted 80 far as it is merely 
a part of an equably dist,ributed taxation of incomes; but the burden of any special 

'taxation of traders, not balanced by a corresponding taxation of other classes, tends 
when the taxation is old to be partially diffused through the community, through the 
effect of this industrial disadvantage in diminishing the abundance !lnd cheapuess 
of traders' servioes. And some effect of this kind must be assumed to be produced 
by the tax on shops, &0., included in the Inhabited House Duty, the degree in which 
it is produced varying with the proportion borne by the tax to the whole expenses and 
profits of the business. But owing to the large range of business on which the tax 
falls, its effect cannot be expected to be distinctly traceable. 

(f.) Death duties are a quite unique case in the theory of the incidence of taxation 
no less than in the theory of its equity. For in thiR case even the primar.v incidence 
is not clear. When property is taken in ti'ansittt from the dead to the living. the 
burden of loss may be borne according to circumstances (1) by the heirs or legatees 
who receive the remainder; or (2 by persons who do not receive legacies which 
would otherwise have been left them; or (3) it may have been borne by the deceased 
proprietors, who may have beeu induced to earn or save more than they would otherwise 
have done, in order that the benefit enjoyed by their heirs 01' legatees may not be 
dimini~hed by the tax. We have no meaus of a~certaining the precise proportion 

• The effect of sueh exchong •• will be considered in my coDclnning remark .. 
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in which these three effects are produced; but, considering the ordinary balance 
of human motives and the normal transit of property from parents to children, we may 
assume that by fa~ the larger part of the loss falls Oll the recipients of the property. ' 

In any case, this taxation falls o~ owners of c.ap~tal. as a class, and can only. be 
" shifted" from this class so far as It call Res a dUllInutlCln of the supply of capItal 
tending to compensate the class ~f capital-owners through a rise in the rate ~f interest. 

Her!:', again, we have to consIder the. effec~ of the prospllct of the dubes on the 
actions of the deceased proprietors durmg life, as well as the effect of the actual 
laxation on the recipients of the property. As regards the former, I think that any 
definite estimate would require a greater knowledge than we possess of the relative 
force of ,different motives that prompt men to save, especially as saving largely depends 
on varying habits and customs of expenditure and of provision for children. But as 
reO'ards tIie effect on the recipients, it can hardly be doubted that, if the 14,000,0001. 
taken annually by the State through ueath duties had been allowed to pass to heirs 
and lllQ"atees, bv far the larger part of it would have been treated as capital ; while if 
any other 14,000,0001. of taxation were remitted, there is no reaso~ to think that 
the part of this that would be saved would bear a much larger ratIo to the whole 
than, the aggregate annual savings of Englishmen actually bear to t,heir aggregate 
incomes. I conclude, therefore, that a diminution iu the capital annually saved does 
tend to.result from these duties; and that in consequence a slight tendency to raise the 
rate of illterest, and thereby compensate for a portion of the burden laid by the 
duties On the owners of capital, may reasonably be assumed; but; I do not consider 
this effect practically important, in view of the total amount of capital annually 
accnmulated. 

"Questions 7 and 8. ---The primary reason for local taxation is that the needs of certain 
kinds of. governmental action involving considerable expenditure vary considerll:bly, 
both in nature and E:xtent, in different districts, and that consequently the benefits 
deriv'ed' from the expenditure in question accrue mainly to the inhabitants of these 
districts. I say" maiqly" and not" excluRively," because the separation of interests 
is''never complete. Thus, the cost of paving and lighting the streets of a town mainly 
benefits the inhabitants of the town, but also in a minor degree other persons who visit 
it'as travellers or reside in it temporarily. Similarly, the sanitary state of any district 
is a matter of serious concern to its neighbours, owing to the tendency of many 
diseases to spread;' but it is, or course, of much mora importance to the group of 
persons inhabiting the district than to other persons. In either of these cases the 
preponderance, of .lccal interest is so decisive that no objection on the score of equity 
can 'be brought against the localisation of cost, especially as the prevention of the 
difl'"usedmischiefcaused to outsiders by becoming a focus of infectious disease may be 
fairly regarded as a part of the general negative duty of not harming othere, which 
every individual or group of individuals owes to other individuals and groups. 

But in other cases the separation of interests is far more doubtful and varying, and 
the consideration of the benefits accruing from the action of Government points rather 
to the division of cost between central and local taxation. Before entering on these, 
I should point out that the questicns of local tn.xation and local administration are 
closely connected-if we assume the general acceptance of the prinuiple of modern 
responsible government, that governmental work will be better performed if the persons 
whom it"is designed to benefit, and who have to pay for it, are allowed effective control 
over it, through periodical election of the governing body. This connexion is important 
in the case of the police, where the distinction of local and national interests is peculiarly 
diffioult to apply. '1'he persons residing in any district have obviously a special interest 
in the repression and detection of crime within the district: still, it is also a matter 
of great concern to the whole community that no district should harbour law-breakers 
or allow facilities for their operations. And since the laws enforced by the police 
are in the main laid down by the central legislature, a purely local organisation of the 
police involves a danger that some locally unpopular law may be inadequately enforced. 
'£his constitutes a reason, political rather than economical, why a large part of the 
cost .of the police should he paid from national funds, ill order that the central 
government may more easily assume control of it in case of necessity. 

In the matter of poor relief again, the principle we are applying leads to a mixed 
and dubious result. So far as destitution leads to crime, it is the interest of the 
self-supporting inhabitants of any district to relieve the paupers; but this is only 
a small part of the reason for treating the relief of indigence as a public duty. Again, 
it is sometimes contended, in defence of rates on agricultural land, that every industry 
()ught to support its workers, and that if any industry affords such low wages that 
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the workers cannot provide by saving for old age and infirmity, the burden of such 
provision, or at any rate a special share of it, may properly be borne by the landowners 
and capitalists engaged in tbe industry. But tbis view of social duty leads rather to 
some form of compulsory insurance tban to tbe English system of poor relief; and, 
at any rate, tbe principle cannot be fairly applied to agriculture alone: nor could it be 
made to cover tbe whole case. It is obviously inapplicable to the pauperism tbat arises 
from want of employment, and to tbe provision for imbeciles and lunatics. Again, 
if as a substitute for, or supplement So, this contention, tbe simple til:' of neighbourhood 
is urged, it may fairly be replied tbat, considering the actual mobility of labour 
and the present stato of law and practice as regards the removal ot paupers, this 
argument is now to an important extent no longer applicable. On the whole, equity 
seeIDS clearly in favour of the division of the cost of poor relief between local and 
national funds, in sucb a country as England,-especially as the administration in 
tbis department is properly shared between local and central authorities. 

A similar conclusion might be similarly defended in the case of elementary education, 
only here the question is complicated by denominational considerations. 

The form of the contribution of the central government, supposing it to contribute, 
presents some difficulty. Thus, in the case of poor relief, a simple grant in aid 
proportioned to expenditure is objectionable on economic grounds, since experience 
shows that there is a tendency for local autborities to be over lavish, at any rate as 
regards out relief, and this would be increased if a portion of every increment of 
expenditure were borne by the nation. This objection is avoided if the grant 
is proportioned to tbe population or to the average of past expenditure; but either 
proportionment may differ materially from proportionment to needs. The best' courSe, 
so far as it is applicable, is to take special departments of poor relief, in whicb'the 
economic advantages of local administration are not material-such as the provision 
for lunatics and idiots-and defray the whole expense from national funds. 

QU8stions 9 and 10.-On the view that I have given in answer 6 of the incidence 
of fates, the shifting of their primary incidence from occupier to owner would not 
produce economic effects of great importance on the whole,* except on the assumption 
that owners are decidedly more, or decidedly les8, alert and keen than occupiers, in 
looking after their economic interests. For, as we saw, an old differential rate must 
if both owner and occupier look after their respective interests with equal keennes~ 
aud foresight, cause a corresponding reduction in rent, at any rate so far as it is a really 
onerous rate, whether it is actually paid by owner or occupier. And tbis is also the 
cuse with a new rate of the sama kind, so far as we suppose it capable of being foreseen 
equally by both. At the same time, if we assume, as appears to be widely assumed, 
that there is a prospeot of a future increase of onerOus rates, similar to what hai 
occurred in the recent past, at once sufficiently definite to be made a ground of legislatiVE 
action and yet not definite enough to be taken into account in private bargaininO', and 
if we are prepared to acquiesce in this increase, there are undoubtedly reaso;s fOi 
imposing a portion of this increment of taxation upon owners of ground values, so fa! 
as this can be done without serious disturbance of existing contracts. ' 

(Question 9.)-In the case of a rate clearly" beneficial" to the occupiers of houses 
.. or farms, the considerations are different. So far as the proceeds of the rate are used 

to defray current expenditure of a kind immediately beneficial, the occupier simply 
pays for value received, ILnd the result is approximately the same even when the rate 
bas to be paid before the benefit, so long as it is not materially altered from year to 
year, since the benefit derived from antecedent expenditure roughly balances the rate 
paid for subsequent benefit. But wben a temporary rise in the rate occurs, from the 
ueed of outlay of which tbe benefit will last beyond the period during which the extra 
taxation is paid, it is no doubt possible for the occupier to pay for a benefit from which 
th(\ owner will gain in the form of increased rent. Especially in towns this is liable to 
occur in important cases, and it is most likely that tbis effect will be believed to occur 
much more :widely than it does occur. Apart, tberefore, from political objections it 
would, I thmk, be advantageous-to some ex Lent for the sake of justice but more 
to ~revent discontent--:-that au~ future inc~ase in the beneficial part of the rate, so far 
as It canno~ be prOVided agamst by speCial assessments, should be dividad between 
owner and occupier in the manner suggested by Mr. Goschen in 1870. But if this were 
done, justice would reljuire us to give owners as such representation on local taxing 

,. or course owners would 108e something; as in all case~ of non~payment or deferred payment of rent 
t.hu), would lOBe hy the addition of tho rate 10 the rent. This i. specially imporlBDt in the case of low-pl'ieed 
ten~ments; but I!IO far as those are concerned, it is alrewly provided for in arrangements for compounding. 

02 



108 ROY AI, COMblISSlOli ON LOCAL TAXATION: 

bodies, . and this would i!ltroduce what I suppose would now be an unpopular 
complication into the machmery of local gOTernment. 

I think however, that the end in view would be better attained by the method of 
taxing g;ound values, supposing the technical difficulties in the way of carrying this 
out justly were overcom,:. '" . . . 

(Question 1O.)-TaxatlOn of ground values might be used, hke the dIvISIon of rates 
between owner and occupier, to prevent the burden of an increase of rates caused by 
improvement~ frol!l falling on persons w~o do not receive the benefi~. It might, I 
think, be apphed WIth advantage 10 the speCIal case of new loans for urban Improvements ; 
it would tend to secure an equal division of the cost of the improvements between ground 
landlord and leaseholder, and would prevent any transien~ burdening of what I may 
call the .. occupiers pure and simple "-the occupiers on a yearly or shorter tenure
through their ignorance, or dislike of the trouble and expense of removal. In order to 
be just, this method, like the simpler and ruder plan of division between occupier and 
owner, would require a representation of ground landlords on the administrative body 
that decided on the improvement. It would not, of course, realise anything like 
ideal justice, even if supplemented by special assessments or ., betterment," owing 
to the indefinitely varying degrees of benefit that different landowners (or leaseholders) 
would derive from any particular improvement; but it would, I think, be more 
equitable than the existing system, and would tend to allay discontent. 

The case is not so clear as regards any increaso in the rates that are merely onerous 
to the owners of houses or lands.· On the one hand, the" unearned increment" of urban 
values seems to me a proper object of special taxation, so far as this taxation 
is traditional and established. On the other hand, it would be obviously inequitable to 
tax the owner of ground values, for the purpose of poer relief cr education, more highly 
than the owner of any other kind of property, in districts or parts of districts in which 
these values are stationary or diminishing. 

Bnt the question ought not, in my opinion, to be a practical one; since I think that 
we ought to prevent any such increase by throwing some part of the burden of poor 
relief on the national budget. No doubt the advantage of this change, if effected, 
would partly accrue to the ground landlord; but I think that if the hurden of new 
improvements were partly thrown on him, as above proposed, the gain through 
diminution in onerous rates would be a not inequitable compensation to him, while both 
changes alike would tend to allay the discontent now felt by ratepayiug occupiers. 

I will only add that any taxation of ground values, as such, beyond what is 
. above proposed. appeara to me to involve a too violent interference with the effects 
of contracts freely made between leaseholder and ground landlord. 

(,luestion 11.-'l'his has, perhaps, been sufficiently answered under Question 6; Bince 
the effects of the reduction or abolition of a rate are, speaking broadly, similar in 
nature and opposite in direction to the effect.s of the imposition of new rate, or new 
increment of rate. 

Question 12.-01' course if the occupier, being a leaseholder, had undertaken to 
pay the rate, and were allowed to deduct it from the rent, which the landlord was not 
allowed to increase, he would gain the whole rate during the period of the lease. . But 
this cflIlnot be contemplated. On the other hand, if the land or house is let from 
year to ·y"ar, I do not see how the occupier can gain by the power of deduction,-except 
on the assumption that by a strange want of foresight he does not adequately take the 
rate into account in bargaining about the rent,-unlesB the rate varies materially from 
year to year. So far as it varies in a manner unforeseen, t.he economic occupier wIll 
gain by the power of deduction when the mte is higher than was foreseen and lose when 
it is lower. If custom prevents the rent from being annually changed, he will gain if 
the rate is on the average higher than was foreseen during the time for which the rent 
remains unchanged, and lose if it is on the average lower. A similar result will 
obviou~ly take place in the case of leases made after thf' empowering Act is passed. 

Question 13.-(a) There would be no effect produced on rent by a graduated scale of 
rating, graduated according to .value, pl'ovided it could be proportioned to what is 
sometimes called" pure economic" or " Ricardian" rent; i.e., provided that the element 
of value due to the investment by the landlord of capit'll in the land, or in any v.ay 
that increases the utility of the land, could be exeDl pted from its operations. In the 
case of land in towns, this separation of elements would be adequately attained bY:1 
well adjusted taxation of gronnd values; and in this case taxation of ground values 
on a graduated scale would have no tendency in itself to affect the rent; i.e., it 
would simply take for public purposes the portion of the rent designed to be taken and 
leave the rest unaltered. 
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But in the case of agrioulturalland this separation would be practically impossible; 
and if it were not attempted the graduated scale of rllting would increase the effect, 
which the rate in any case has, of diminishing the inducement to invest capital in 
land; and this would indirectly affect both the amount of rent in the ordinary 
sense and" pure economic" rent. 

(b.) In considering tht' effect upon rent of a scale of rates varying with the character 
of the property or the purpose for which it is used, I presume that the " character" 
in question is to be supposed ca~able of being attached to or withdrawn from 
property to a material extent by human labour; i.e., it is exemplified by the difference 
between dwelling houses and shops, or farms and pleasure grounds, and not by the 
difference between hills and valleys. 

If so, we have to distin guish two cases. 
(I) So far as the character or purpose is not changed in consequence of the unequal 

rating, this tends to affect the rent of different kinds of property unequally, to an extent 
corresponding to the inequality of the ute. 

But (2) the inequality must be assumed to have some tendency-which may, of 
course, in particular cases be practically insignificant--to change the relative amounts 
of the unequally rated kinds of property, increasing the under-rated, and decreasing 
the over-rated, and so far as this cbange takes place, the first-mentioned effect on rent<l 
will be partly counteracted. 

Queation 14.-The chief suggeetion that appears to me acceptable is one that is already 
familiar tu all who have studied the question, viz., to hand over the Inhabited House Duty 
to local purposes, supplying its place by an addition to the income tax. It is a drawback 
of our system of local taxation, that it tends to raise the price of house accommodation; 
and if this drawback has-as I think-to he endured owing to the difficulty of finding 
taxes suitable for local purposes, it is undesirable that there should be any tax on houMes 
in the system of national taxation. Moreover, the Inhabited House Duty as at present 
adjusted is well adapted by its exemptions to reductions to c01:ppensate somewhat for the 
inequality with which the rate falling on houses presses on the poorer classes, who spend 
on the average a larger proportion of their income on house accommodation than the 
higher income classes do ;-supposing that such compensation is judged to be equitable, 
when everything is taken into account. 

For the reason given in my answer to Quest jon 10 I should propose to accompany t,his 
by direc~ taxation of ground values to meet expenditure on improvements. 

It also seems to me incontrovertible that the principle of "special assessments" or 
" betterment" should be applied in t,he case of improvements, with reasonable 
safeguards. • 

Ooncluding ,·ema?·ks.-I will now return to the question (4), as to t.he equities of local 
taxation. I shall confine my remarks to considerations of equity; but it should be 
observed that, in considering the economic effects of taxes, we have to allow weight to 
pruductional as well as dist?wutional consequences, and sometimes to allow more weight 
to the former. 

For clearness, it is convenient to treat separately the cases of (I) urban and (2) 
rural rates, and also to distinguish, as far as is possible, (a) beneficial from (b) onerous 
rates. 

(la.) Taxation imposed to meet expenditure that makes houses healthier, streets 
more fit for their use, and generally residence in the town more agreeable, seems to be 
properly thrown entirely on owners or occupiers of the buildings in the town. So far 
as the taxation is required to meet current expenditure, it is properly imposed on the 
oocupiers; so far as it is required for improvements (including sanitary improvements) 
of a durable kind, in which a considerable outlay is required for utilities lasting through 
a long subsequent period, I think that tho best approximation to equity would be 
attainlld by direct taxation of ground values. I think, however, that this principle 
should be only applied to new improvements; and I consider that its practical 
importance relates chiefly to the division of cost between leaseholders and ground 
landlords, and only in a slight degree to the division as between owners of ground values 
and occupiers as such; since I hold, as before explained, that the excess of urban over 
ruml rateR in any case falls in the main on owners of ground values. 

'1'he proportionment of the beneficial rates to the annual value of the house seems to 
me tolerably equitable 80 far WI owners of ground values are concerned. '1'he question 
is more difficult so fnr as occupiers are concerned. As I have said, the portion of the 
rate th~t corresp~nd~ to the value of the building. falls more heavily 011 the !Joor in 
proporholl to theIr mcome, as house accommodatIon form~ a larger share of their 
e:tpenditure i on the other hand, the poor man derives advantages either proportional to 
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his payments or in a higher ratio, from -an; important part of the expenditure in 
question (e.g., sanitation, public lighting. burial grounds. open spaces). Further. in 
oonsidering the matter for practical purposes we have to take into account the benefits 
accruing to the poor from local taxation that is merely onerous to the rich. 

(lb.) By "onero~s" rates I mean .ta~a~on to defray ~xpenditure of wh~ch the 
benefit (if any) whICh accrues to the mdiVIdual taxpayer IS, generally speakmg. so 
vague and indirect that the principle of proportioning payment to benefit is inapplicable; 
-as we have seen it to be as regards the greater part of national taxation. Poor relief. 
education and police are the most important items that come under this head in our 
local syst;m-so far at l~ast ~ the higher income cla~ses are concerned. Of the two 
former kinds of expAnditure It may no doubt be sald that, though onerous to the 
rich. they are clearly beneficial to the poor. But it would be altogether contrary to the 
desigu of the English Poor Law .that t~e ~elf supporting ~oo.r sho~ld J?ay more highly 
than the richer classes for the relief of mdigence. And a SImilar VIew IS now generally 
accepted as regards elementary education so far as its expense is defrayed from national 
funds; that is, it is regarded as expenditure for the benefit of society SR a whole. of 
which the burden should be equitably distributed without regard to benefit. I do not. 
however, think that the same view ought therefore to be taken in dealing with local 
taxation, since it is implied in the general idea of this taxation that special contributions 
may properly be exacted from sec.tio~s of the com~unity, to meet expenditure f~r 
their sectional benefit; and the prInCIple of. proportlOnment of payment to benefit IS 
usually taken as a matter of course in dealing with expenditure for the benefit of owners 
or occupiers of houses and lands as such. I conclude. therefore, that in considering 
the equitable distrib:ution of the bl~rden of urban taxation, we m~y reasonably take 
into account the Special benefit accrumg to the poor from the expendIture on elementary 
education. 

But in entering upon this consideration, we are met with a question which atl;racted 
only slight attention i;r de,sling with national taxati?n, because it was then only of minor 
importance and not difficult to answer ;-the questIOn how far payments exacted from 
owners of ground values ebould be regarded as strictly taxation, and not rather as a 
portion of rent reserved for public use, which is not to be taken into account in arranging 
the equitable distribution of the burden of taxation proper .. It seemed to me that this 
waS the right view to take of the unredeemad Land Tax; but the case of rates 
is different, since the amount of the rate is not fixed and there has been no 
redemption. !::ltill, considering the antiquity of this burden, the number of sales and 
purchases of land that have taken place since it was imposed, and the fact that. speaking 
broadly, urban ground valnes have increased pari pas8'U with the increase in urban rates 
and from the same causes, I think that there;is no reason to relieve the owners of urban 
ground values from the share that they have hitherto borne in providing for local public 
expenditure of an onerous kind. I shall therefore leave this share out of account in 
cousidering the equitable distribution of the. remaining burden. 

If the view that I have taken (in the answer to Q,uestion 4) of the equities of national 
taxation be applied to local taxation. ,we should endeavour .to proportion this burden 
as far as possible to income ;-except that, in the national system the, death duties, 
varying on a quite peculiar ground, were treated as a special extra coutribution.from 
the wealthier classes. However, the contribution, from the owners of ground .values 
occupies a similar position, though financially more important, iu the local system, which 
leaves us with the simple principle of "taxation proportioned to income" for the 
remaining burden of onerous rates. In the national system; however. this principle is 
only accepted with the important [roviso that. taxation i.& not; to be thrown on 
necessaries of life. It is impossible, think, to apply this proviso to local taxation. so 
far as it falls on dwelling-houses*, and this seems to me an equitable ground for 
lightening the burden of onerou~ rates on the poor in the local system. In considering 
this burden, we have to take Into account not only that part of the onerous rate that 
fall$ on the occupiers of dwelling-houses, but also the burden of the excise licences 
handed over to the local system in 1888; and in both cases the burden practically falls 
more heavily on the incomes of the poor, although in the case of the excise licences it 
is an avoidable burden. If. however, we take beneficial as well a8 onerous rates 
into account. and allow for the special benefit derived by the pOOl' from oertain parts 
of the expenditure, of which the educatioual expenditure is the most important item, 
it is not ciear to me that the poor actually bear an unduE:' share of the burden of urban 

• 1:;0 far as the rato is charged on buildings that are used solely for industrial purposes, or buildiDgs lRrger 
and more costly because they are in p~rt so used, its burden tends, os h .. been explained, to be more or less 
vaguely (liffused through the commuDlly. 
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taxation, according to the principles above adopted. But I hllve not the data for 
anything like an accurate estimate of the proportion paid by them; and in any oase, 
from the nature of the considerations involved, only a very rough approximation to ideal 
equity would in this matter bl') possible. 

Thlll'e remains an inequality as between the large incomes and the moderat{j incomes 
among urban occupiers of houses; since house rent, speaking broadly, absorbs a larger 
proportion of the latter than of the former. This is roughly compensated, so fllr as 
a portion of the proceeds of the deq,th duties which press with unequal weight on the 
larger incomAs is handed over to the looal system, in acoordllnoe with the principle 
ILdopted in 1888. 

(2.) Much of what has been above said of urban rates obviously applies to rural rates 
also, so far as they fall on dwelling houses and ga.rdens cultivated for pleasure, only 
that the considerations which have to be estimated in any attempt to equalize the burden 
of rates as between different income classes are different in the country. For, on the 
one hand, elementary education is mostly provided by religious denuminations; on the 
other hand. the price at which house accommodation is provided for the poor is largely 
determined on strictly economic grounds. But the most important question that meets 
us when we turn from urban ,to rura.l rates relates to the burden that falls on agricultural 
land. If the viewthatI have taken in answering Question (6) is sound, we may, without 
material error, regard the burden of an old rate on agricultural la.nd as actually falling 
on the owners of the land-apart from the question of exchanges between rateable and 
non-rateable property. 

We ha.ve to ask, then, Is this incidence of the burden in accordance with equity ~ 
Prirnd facie, it is certainly not so. No one would think of imposing the whole of this 
special burden on land, if it were a question of new taxation at the present time. Some 
part of the expenditure on highways and police might in this case be properly thrown 
on agricultural land ; but with important parts of the" beneficial" expenditure-e.g., 
all that is spent on sanitation-agricultural land has no concern. As regards poor relief, 
granting that there is something to be said for tIlrowing on the capitalists concerned 
in any branch of industry a part of the'burden of poor relief required for workers in 
that branch, it is not equitable to apply this principle to agriculture alone; and, as I 
have before said,there is an important part of neCeS88ol'Y poor relief which this principle 
cannot fairly be stretched to cover. 

I conclude, therefore, tIlat the existing burdens on agricultural land can only be 
defended on a ground that I have so far excluded from consideration: viz., on the 'View 
that the antiquity of the burden, and the number of transfers that have taken place 
since it was imposed, renders it reasonable now to regard it-like the unredeemed Land 
Tax-rather as a portion of rent reserved for public purposes than as a tax, strictly 
speaking. 

I myself think that this view might reasonably be taken, if the system of local 
taxation could be properly considered apart from the system of national taxation; or 
if in the latter tile balance had been kept even between the taxation of land and the 
taxa.tion of other property, during the long period through which a. special burden has 
been laid on land in the local system. For then it might be fairly argued that during 
this long period many landed estates have b~en purchased by persons who have 

.. accumulated wealth in trade and manufacture: that in any such purchase the special 
taxation imposed on land must have been taken into account: that, therefore, after any 
such exchange' has taken place, the burden of the special taxation is not really borne 
by the owner who has acquired it through purchase, although he pays the rate. It is, 
in fact, borne by the seller who has got a smaller price for the land than he would 
otherwise have got: for the new owner the rate is merely a portion of the annual 
value of the land that he is required to pay over for purposes of local government, a 
portion for which he has never paid, and to which, therefore he hilS nu equitable claim. 

This reasoning appears to me sound, on the assumptions above stated, although it 
might still be argued that this special burden.on a.gricultural land is inexpedient from 
its depressing effect on agricultural industry; and that the recent fall in the annual 
value of land, consequent on the cheapness of agricultural prodncts caused by free 
importation, affords a good opportunity for at least reducing the burden. But the 
assumptions required for the validity of the argument above given are really unwarrant
able. "for the .purchase,: contemplated in this argument cannot be supposed to bave 
fixed hIS attention exclUSIvely on the local burdens on land, as if this wllre the only effect 
on the value of land due to the aotion of Government; he must be supposeil. in 
estimating the value of the' commodity, to have taken into account any exemptions 
that it enjoyed in tile system of national taxation, and any advantages accruing to it 
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from the established principles of our national policy. Now, during the most important 
part of the period that we have to consider down to 1846, the owners of agricultural 
land had the advantage of protective duties on agricultural products; and it was 
certainly as much a set.tled principle of our ~olioy to pro~ibit or impede the importation 
of grain when the prIce was below a certaIU figure as It was to throw the burdens of 
local ta.xation on real property. I think that the abandonment of this principle in 
1846 gaVE; the owners of agricultural land an equitable claim to be relieved from such 
part of the special IJUrden of local taxat.ion as it would have been inequitable to impose 
on them if the system of local taxation had then been arranged de '/lotiO; and that the 
interval of time .that has elapsed since 18-16 is not sufficient to impair materially tLe 
force of this claim, especially since the tendency of free trade to lower the value of 
agricultural land has only been gradually realised. -

We have also to take note of the advantage attached to the possession of real 
property in the way of exemption from death duties up to 1853, and, in a less 
degree, up to 1894. This was not indeed peculiar to agricultural land, but it comes into 
consideration as balancing, to some extent, the special burdens thrown on real property 
in the system of local taxation. 

I conclude, therefore, that the principle on which partial relief from rates was granted 
to the owners of agricultural land in 1896 is sound from the point of view of equity. 
This conclusion is independent of the economic objection to special onerous rates on 
agricultural land, as discouraging the investment of capital in agriculture. The force 
of this objection would remain unaltered, even if the question of equity were otherwise 
decided. 

Answers by Professor Marshall. 

I have found it difficult to answer satisfactorily within a moderate compass the 
questions proposed by the Commission, BO I have thought it best to answer a few 
somewhat fully, and merely to indicate my opinion as to the rest. 

I., n.-I. I hold that taxes are paid by persons, not things. Things are the 
channels through which many taxes strike persons; and in considering the incidence 
of taxes on persons and the equity of that incidence, we have to take account of all the 
circumstances of those persons as owners, users, sellers, purchasers, &c. of those things. 
I submit that the present inquiry must be taken to relate not to the distribution of 
the burden of taxation between different kinds of property, but to the distribution of 
the burden between different classes of persons with special reference to their 
interests in different kinds of l>roperty. 

2. Further, when we say that a thing is the channel through which a tax strikes 
persons, we must be sure that the thing is self-contained. If it is only one part of a 
group of things which cannot be easily separated-this particular thing baing taken 
by the tax gatherer as representative of that group for convenience-then we get into 
hopeless confusion if we treat the tax as impinging on that representative thing alone 
nnd not the group. For instance, in old times the windows of a house were taken as 
reprcsentative of ,the hou~e, and were taxed heavily. But the tax did not strike, and 
was not intended to strike, persons as owners and users of windows only; it was 
inten<1.ed to strike them, and did strike them, as owners aud users of houses. Now, 
just as the window is a more or less good representative of the house; so the hOUSE! is 
a representative, perhaps a better representative, of a certain scale and style of 
household expenditure in general; and when houses are taxed, the tax is, and is 
intended to be, a tax upon the ownership !lnd use of the means of living in certain 
general conditions of comfort and social position. If part of the tax ass~ssed on 
houses were removed, and the deficit made up by taxes assessed on fllrnitllre and 
indoor servants, the true incidence of the taxes would be nearly the Same as now, but 
the indications of Table D. would be much changed. 

3. I am aware that tables similar to l'able D. have been approved by high 
authorities, academic as well as practical, and it is therefore with great diffidence that 
I express the opinion that, when taken as a basis for a scheme of finance, they 
suggest wrong inferences. For instance, Table D. corresponds in some respects to 
Sir Alfred Milnor's Table I. on page 582 of Vol. IV. of the Report of the recent Royal 
Commission on Agriculture, and suggests' a second table corre.ponding to Table n. 
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on page 583 of that volume; which shows £m.3,OOO of rateable property bearing about 
£m.l0 of taxation, i.e., at the rate of ·79d. in the £ on capital value; and £m.6,OOO 
of non-rateable property bparing about £m.l4 of taxaj:ion, i.e., at the rate of ·54d. in 
the £. But this result implies that furniture, &c. estimated at £m.l,OOO escape 
taxation altogether. That. I submit, is as wrong in principle as it would have been 1f; 
when windows were taken by the tax-gatherer as representative of houses, a table had 
been made out in which the capital value of the windows had been estimated 
s6parately, and entered as the basill of the whole window tax; while the capit'll value 
of the whole of the rest of the house had been entered in another culumn as escaping 
taxation altogether. If the furniture, &c. were reckoned with. the houses, this change 
alone would materially alter the general effect of Sir A. Milner's results, Whcre he 
now gets ·79d. he would get ·6d., where he now gets ·54d. he would get '64d. And when 
corresponding changes had been made for the equipments of factories, shops, mines, 
railways, &c" the general purport of his conclusions would be inverted, I do not, 
however, suggest that a table so modified 1V0uld btl of good stlrvice. It would, for 
instance, still fail to take account of the fact that a considerable part of the tax 
assessed on large houRes is really a tax on the habit of employing many indoor servant~. 
Again, it would not inrlicate how taxes levied through the chanuel of immovable and 
other tangible property bear on creditors and the owners of the machinery of credit 
(see VI.-e, 3), Another weakness of the method is shown in its treatment of railways 
under classes 2 and 7. 

4. The old window tax was bad; because, though intended to be a tax upon houses 
and not upon windows, its pressure was so intense on the point on which it impinged, 
that many people diminished their windows to the injury of happiness and health. And 
in like manner it may be argued that, though taxes which impinge on houses do really 
rest on genaral expenditure, yet their pressure at their point of impact is so intense as 
to cause people to seek by preference modes of expenditure which require but little 
houseroom. The question whether this is so is important, but the figures in Table D. 
thl'OW little light upon it. 

5. Similarly. it may be contended that when heavy new taxes' are imposed upon 
buildings used for trade purposes. the pressure at their point of impact on those 
trades whieh happen to require large buildings in proportion to their Df't returns is 
unjust or impolitie; but in such mat·t.ors also the table aiiords no guidance. 

lII.-So long as the net revenue of the Post Office is reaped. not solely by 
rendering services to the public, but in part by prohibiting other people from 
rendering similar services, it must, I think, be entered in a. genel'allist of taxes, but 
in a separate olass. 

IV.-l. Equity assumes definite rights; it is equitable that every shareholder in 
a company should pay calls in proportion to his holdings. But, save in such 
('xceptional cases, there is no definite basis for equity. For while one function of the 
State is to create, maintain, and regulate rights; its second, and scarcely less important 
function, is to give expression and tlffect to the public conscience. Accordingly, I 
think that the 80-called canons of equity in taxation are not in general canons of 
equity pure and simple: they are canons of equity combined with and modified by 
'Obligations of duty. It is in this broader use of the term that I propose to discuss the 
" equity" nf taxation. I use here the term" tax" to include licenses, rates, &c. 

2. Whon a special tax is levied for a particular purpose and the case is not one for 
any interference by public authority. with existing rights of ownership-as, for instance, 
where an arterial system of land drainage is created-the owners of the properties to 
bo benefited may fitly bt' assessed on the U joint stock principle," according to which 
calls are mndo from shareholders in pr0p,0rtion to their stake in the common venture. 
Such taxes are strictly "remunerative ' and stand in contrast to those "onerous" 
taxes which supply the means of discharging public duties, of p",ying interest on the 
national debt, of supporting the general expenses of government. &c. 

3. Onerous taxes, Imperial and Local, must be treated as a whole. Almost every 
onerous tax taken by itself p:-esses with undue weight on some class or other; but 
this is of no moment if the inequalities of ('ach are compensated by those of others, 
and variations in the several. parts synchronize. If that difficult condition is satisfied, 
the system may be equitable, though anyone part of it regarded alone would be 
inequitable. 

4. A non-re~unerative ta:x assessed 011 anything is primd facie onerous to its owner 
unless and until he ('an sh1ft the burden elsewhere; but it does not follow that, in 
considering the equity of a system of taxation, the continuation of this same tax shol\ld 
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be regarded as onerous to a new holder into whose hands the thing has come either 
by purchase or inheritance'. The new holder has, no doubt, acquired a property of 
less value than if there had been no such charge upon it. But the question whether 
this charge fs one to be henceforth ,counte~ as ,entitling him to sO,~e exe~pti?~ from 
other taxatIon cannol; be solved WIthout lllqUlry as to the conditIOns, ImplICIt and 
explicit, under which the original title to the thing was obtained. Such inquiries 
are of importance chiefly in relation to rights in land and to durable monopolies, 
whether complete or partial. 

5. It used to be held that all persons should contribute to the system of onerous 
taxes in proportion to their net incomes. But now the opiuion seems to be gaining 
ground that the poorer classes should contribute a smaller percentage of their revenues 
than the middle classes; and theBe, again, a smaller than the richer classes. This 
arrangemen t seems to me to be " equitable" in the broader sense of the word. 

6. It is true that so long as a person retains the right of voting on the levying and 
expenditure of taxes, it is Iiot safe that he should wholly escape onerous taxes. But 
it may be safe and reasonable to return to him or his children the equivalent of his 
payments in such benefits as will increase physical and mental health ap.d vigour, and 
will not tend towards political corruption. 

7. I take net income to be gross income after deducting for wear and tear, and 
for replacement of capital. These deductions are large in the case of income derived 
from perishable property, and inComes derived from personal exertion. 

8. Income, so defined, seems, on the whole, the best basis of a system of taxation; 
but it has many deficiencies. It presses unduly on those who do not spend the whole 
of their income, but save some of it: they are taxed on their savings, and they are 
taxed again on the revenue derived from their savings. 

9. Taxes on expenditure evade this difficulty, but have others of their own. 
Expenditure in general cannot be defined, still less can it' be assessed. Nearly all 
'taxes on particular forms of expenditure have technical faults, which make them 
productive of great harm to the community in proportion to the funds which they 
yield. 'fhe chief exceptions are taxes (and rates) on houses and stimulants: for 

, they can be kept at a high level without much economic waste; but at present they 
pI'ess with disproportionate weight on the poorer classes. Assessed taxes on male 
servants, horses, carriages, and dogs were once "progressive" in England; perhaps 
they should ,be so now. 

10. Perhaps also it may be possible to partially exempt ~avings from taxation for 
a limited Dumber of years, so as to avoid the injustice of chargmg twice the income 
from which they are saved. Any such plan must necessarily proceed on broad lines, 
and ignore the lighter considerations of equity when seeking to adjust the weightier; 
and it would need to be introduced gradually and tentatively. I am inclined to think 
it might with advantage be at once tried experimentally on a smail scal(J as regards 
investments at home in immovable property, with special reference to local taxation. 

11. But even if the totel burden of a system of taxation could be adjusted 
progressively to expenditure, there would still remain a fundamental inequity. For 
such taxes would not strike at indulgence in easy.going habits of life. If, of two 
persons with equal capacity, one works twice as hard aB the other, taxes adjusted 
to expenditure will strike him more heavily than the other, though he has deserved 
better of the State. Some account might conceivably be taken of this consideration 
in adjusting taxation between different parts of the same country where different 
habits of activity prevail; as, e,g., between the north and south cf Italy, or of 
France, or, again, between England and Ireland. But even that is doubtful. and, 
as between individuals, no account at all can be taken of it. On the whole I conclude 
that no near approach to equity in taxation is attainable. 

12. In recent discussions on taxation, and especially local taxation, there has, 
perhaps, been some tendency on the part of reformers to assume that if an existing 
arrangement can be shown to be at all inequitable it should be changed: while those 
who would retain things as they are have, perhaps, been too ready to assume that a 
new scheme has been put out of court as soon as it has been shown to work inequitably 
in some reHpects. In opposition to such tendencies, I venture to suggest that, even in 
the interosts of equity, canons based on mere considerations of equity are often of 
but secondary importance in practice. Speaking generally, those systems of finance 
have caused the least injustICe and hardship which have most favoured the develop. 
ment of the energies and inventiveness of the people; which have hindered them 
the least in the selection of those routes for the satisfaction -of their wants; which, 
partly iIi pursuance of this end, have given a preference to taxes which were productive 
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and elastic, in proportio~ to the ar~y of officials needed ·to. levy them; .which have 
avoided vexatious meddlings, and which have been most defimte and certam, and free. 
from surprises and from opportunities of corruption. The body politic has a great 
power of so adjusting itself to the pressure of taxation as gradually to diminish the 
inequities which are inherent in every imposition or remission of taxation when new. 
In the interest of equity itself, these and other more or less technical considerations 
should, I submit, be allowed a large and often a predominating influence. 

V.-l. The greater part of economic science is occupied with the dilfusio~ 
throughout the community of economic changes which primarily affect some particular 
branch of production or consumption; and there is scarcely any economic principle 
which cannot be aptly illustrated by a discussion of the shifting of the effects of 
some tax" forwards," i.e., towards the ultimate consumer, and away from the producer 
of raw material and implements of production; or else in the opposite direction, 
.. backwards." 

2. It is a general principle that if 'a tax impinges on anything used by one set of 
persons in the production of goods or services to be disposed of to other persons, the 
tax tends to check production. This tends to shift a large part of the burden of 
the tax .. forwards" on to consumers and a small part "backwards" on to those 
who supply the requirements of this set of producers. Similarly, a tax on the 
consumption of anything is shifted in greater or less degree" hackwards" on to 
its producer. Thus nearly all taxes are shifted in some degree. 

3. A tax upon a pure monopoly cannot be shifted; provided it is aSRessed ei ther 
upon the. monopoly as a unit, or on the net profits of the monopoly. In neither of 
these cases does it affect the calculations of the monopolist as to the price which will 
give him the greatest aggregate excess of receipts over outgoings. But it will be 
shifted, more or less, if it is assessed on his gross receipts; or according to any other 
plan which causes it to increase with the amount of services he renders to the public, 
for then the tax will make it worth his while to diminish the amount of his services, 
and thus raise their price. 

4. In whatever way the tax is assessed, the monopolist ma., raise his price if 
he thinks that, by making the oonsumers believe that the tax IS paid by them, be 
can induce them to agitate for its repeal. Action of this kind has done much to 
confuse the public mind as to the true incidence of taxes. 

5. 'fhe ownership of land is not a monopoly. But much that is true of a tax 
on monopolies is true also, though for different reasons, of a tax on that part of the 
value of land which is not due to recent investments of labour or capital in it by its 
owner. Any tax which is 80 levied as to discourage the cultivation of land or the 
erection of buildings on it, tends to be shifted forward on to the consumers of the 
produce of land or the users of buildings; and, if the buildings are used for the 
purposes of any trade, then further forward still on to the consumers of the products 
of that trade. But a tax on that part of the (annual) value of land, which arises from 
its position, its extension, its yearly income of sunlight and heat and rain and air, 
cannot settie anywhere except on the landlord; It lessee being, of course, landlord 
for the time. This (annual) value of the land is sometimes oalled its" inherent value "; 
],ut much of that value is the result of the action of men, though not of its 
individual holders; and therefore it is perhaps more correct to call this part of the 
annual value of land its "public value;" while that part of its value which can 
be traced to the work and outlay of its individual holders may be called its" private 
value." Speaking generally, a tax on the "publio value" of lands does not diminish 
the inducements of cultivators to cultivate it highly, nor of builders to erect expensive 
buildings on it. Such a tax therefore does not, in general, diminish the supply of 
agricultural produce or of houses offered on the market, any more than a tax on the 
net profits of It monopoly does. It therefore is not shifted away from the owners of 
land. 

6. Taxes on buildi~gs and on that part of the value of land, urban or rural, which 
results directly from Investments of capital by its owners have peculiarities of their 
own which will be discussed under Question VI. CIr-C. In general they tend to be 
shifted in the same way as. though more slowly and irregularly than, taxes on movable 
goods. We may, then, illustrate the general process of shifting by the typical case of 
a tax upon the product of It staple trade. 

7. An unexpeoted and heavy tax upon (say) printing would strike hard upon 
those engaged i~ the trade, for if they attempted to raise prices much, demand 
would falloff' qUlckly; but the blow would bear unevenly on various classes engaged 
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in the trade. As printing machines and compositors cannot· easily find employment 
out of the trade, the prices of printing machines and wages of compositors would be 
kept low for some time. On the other ha:nd, the ~)Uildings and steam. engines. the 
porters, engineers, a·nd clerks would not "Ya~t ~or theIr numbers to be adjusted by the 
mow proctlss of natural decay to the dImInished demand; some of them would be 
quickly at work in other trades, and very little of the burden would stay long on 
those of them who remained in the trade. Part of the burden, again, would fall 
ou subsidiary industries, such as those engaged in making paper and type, and a 
part of it would be borne by authors, publishers, booksellers, &c. 

8. This case illustrates well the contrast between the incidence of Imperial and of 
local taxation, fur if. the tax were only local, the compositors would migrate beyond 
its reach; and the owners of printing houses might bear a larger and not a 
smaller proportionate share of tbe burden than those whose resources were more 
specialised but more mobile. If the local tax were uncompensated by any effect which 
tended to attract population, part of the burdeD. would be thrown on local bakers, 
grocers, &c., who would meet with diminished custom. 

9. So far I have avoided technical phrases. But the kernel of the problem can, 
perhaps, be brought out better by a free use of them. The income derived from 
"land" in the narrower use of the term-that is, from the" public value" of land
is a " Rent" In this strict sense that its amount is governed by the general market 
relations of demand for, and supply of, the . commodities which it produces, and not 
by the exertion or sacrifice of its owner. A tax upon this rent does not therefore alter 
the action of the owner; for he takes none in order to earn this rent : it does not 
"enter into the Clost of production" of the commodities raised on the land. A tax 
on it does not alter that cost; does not restrict the supply of the commodities; 
does not raise their value; is not shifted forwards; and, of course, cannot be shined 
backwards. . 

10. Income derived from durable improvements in land is popularly called rent. 
A tax upon it would diminish the inducement to make similar improvements and 
prevent some old improvements from being renewed, and thus, in the very "lon~ 
run," it would increase that .. cost of production" which hns to be covered to make 
production profitable, and would ultimately stint production. Most of it would, 
therefore, ultimately be shifted forwards on to consumers, though, perhaps, a small 
part might b~ shifted backwards on to those who supplied the appliances needed for 
making the improvements. In the very long run, therefore, the income derived 
from thes~ improvements has to be regarded as profits on investment. 

11. But yet popular usage is right in treating this income as a rent rather than as 
profits for most purposes. For the tax could not for a long time produce an appreci
able effect on the amount of such improvements, nor therefore on the supply of the 
commodity, nor therefore on tha price which the consumers paid for it. Meanwhile, 
the income derived from the improvements would be governed practically in the same 
'Way as the rent of land; that 'is, by the general market relations of demand for, and 
supply of, the commodities, and not by the slackening or increasing ex:ertions or 
sacrifices of the owner of the improved land. In short, the income would be a 
"Quasi-rent," partaking partly of the nature of rent., and partly of the nature of 
profits; but being more akin to a rent than to profits for the purpose of discussions 
as to the incidence of taxes for a long time, perhaps a whole generation. But it would 
be more akin to profits than to rent for discussions as to their ultimate incidence. 

12. In the case of less durable improvements, we should have similar results but for 
shorter periods. For the tax would quickly affect the supply of such improvements, 
and, therefore, of the commodities raised from the land; and would, therefore, raise 
their price. 

13. More generally, the shorter the time required for altering the stock of appliances 
for production, the shorter is the time during which the income derived from 
them is to be regarded as a quasi-rent-that is, as an income, a tax on which 
must be borne by the owner of the appliances, and cannot be shifted by them 
appreciably, either forwards or backwards; or, in other words, the shorter is the 
time required for the tax to act on the income as though the income were profits from 
fluid applications of capital. 

14. All skilled workers, whether employers, employed, or professional men, are in 
the possession of specialised appliances for production, the stock of which cannot be 
very quickly altered. Part of their income is the earnings of eHort, and a tax on·this 
part would immediately stint effort, and would. therefore, be immediately shifted more 
cr less from the workers on to the communitv. But part of their income is of the 
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nature of returns on investments in specialised appliances of such a nature that 
their stock cannot be increased 01' diminished quickly. and this pal"t of theil' income is 
for the time a quasi-rent; a tax upon it will, for a considel"able time. remair on the 
workers and not be shifted. 

15. If any land, whether improved or not, or any machinery or industrial skill, or 
any other thing, can be easily and immediately applied to more than one branch 
of production, then the income derived from it is always to be regarded as profits or 
earnings, rather thlLo as rent or q1li1si-rent, in ILny question that exclusively concerns 
anyone of those branches. A special tax on the thing in that use alone would (1811Se 
it to be turned quickly to other uses, and the tax would be shifted at once on to the 
consumers of the things produced by it in that use. 

VI-a. 1. it will be convenient first to discuss an Imperial tax on buildings in 
general. 

2. In, English urban tenures there are commonly three distinct interests. First- are 
those of the" ultimate" owner, popularly but incorrectly called the" ground owner; .. 
he has an annuity secured on both building and land for the present, and will be 
owner of both when the building leaso falls in. Secondly are those of the" interim 
owner." sometimes called" the building owner;" he owns both building and land to 
the end of his lease, unless be has hilDsl·lf leased them out. In that case, he hits 1\ 

s!'cured annuity on tbem during the lease granted by himself, with a revel"sion 
of both building and land from the end of that leaee to the end of the llrst lease; 
there may thus be a series of interim owners. Lastly, there is tlJe tenant, who may 
hold on lease. 

3. The building has practically no value apart from the land, but that value which 
the land would have if <,leal'ed of buildings has been called the" site value" of the 
propel"ty. It is convertible with the" public value" of the land (see V-5). provided 
it be so I"eokoned as to exclude the value of improvements made below the surface 
by the owner or his predecessors. 

4. If a uniform Imperial tax be levied on the annual value of all land and buildings, 
the building part of it tends to settle on the occupier; or on his customers, if he uses 
the building for trade IJUl"poses: but the sit.e pal"t, of it tends to settle on the owner 
for the time being, that is, on the interim owner, in so far as it is imposed during his 
lease; and on the ultimate owner when he comes into possession. If, howdver, 
agricultural land is exempt from the tax, then the tenant escapes only that part of tho 
site tax which is assessed on the excess of the value of the land for building uses over 
its value for agdculture. '1'his is of litUe importance practically, except when a large 
garden attached to a bouse is taxed at the value of urban land . 
. 5. Passhlg to the Inhabited House Duty, we find: trade premi,ses and vory small 
houses exempted from that. In consequence, tenants of lal"ge houses cannot make the 
OWnel"8 bear the whole tax: on the site value. FOI" the ownerd will not erect large 
houses till thare is already suoh a scarcity of them that they give to the owners as 
good a return as could be obtained by an equal outlay in building trade premists, &c. 
Houses of a medium size and premises used fOI" trade and dwelling combined are 
partially exempted from the Inhabited House Duty, and their case is probably about 

• the same as it would be if there were no exemptions at all. 
6. These are tendencies, not actual results. But the differences between the two 

are not very great now, so far as the Inhabited House Duty is concerned, for that 
has altered its fOl"m but little of late years. The various causes by which such 
tendencies are retal"ded will be discus~ed in relation to !"ates, which change rapidly. 

7. The tax has been assumed to be " onel"ous." But if it be so expended as to 
confer direot benefit on owners or tenant, the results will be different. This con
sideration. also, may be neglected in considering the Inhabited House Duty; it is of 
first rate importance in regard to rates. 

VJ-b (also XI., XII. ILnd XIII.). 1. The Inhabited House Dutv, bein'" onerous, tends 
io check building. But many 1'lItes are so expend ell as to provide the h~useholdel' witu 
necessaries, comforts, and I uxuries on cheaper tel"ms than he could pruviue them for 
himself. An incr~ase of such ex~en.ditu:e may attract t:enan.ts instead of driving 
them away, may lllCl'ease local bUlldmg lDstead of cheokmg It, and may raise the 
ground rents at which land can be let 011 building leases. '1'he ultimate elfects of Buch 
rates can be ascertained fairly well by discovering the effects of onerous rates and 
then revel"Sing those. Other rates, e.g., school rates, are onerous to some cl~s~e~ 
of society, and beneficial to others. Rates devoted to improved school bnihlinrrs tend 
to nttract artisans, Lut slightly to ropel well-to-do residents for tbe timtl '''boin'' . e , 
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though in the course of a generation they may so much improve the character of the 
D.eighbourhood as to raise the value of the land for building expensive houses, as well 
as for other purposes. 

2. Such considerations show that any general statement as to the incidence of rates 
must be incorrect. But fairly definite conclusions may be reached as to the incidence, 
immediate and ultimate, of onerous rates, that is, of rates, the burden of which is 
not compensated by any equivalent local gain. And thence the incidence of other 
rates can be inferred more or less, when account has been taken of their special 
circumstances. 

3. If onerous rates are approximately uuiform all over the country, then their 
inciden<lll rel:lemblcs that of similar Imperial taxes; the fact that they are levied and 
spent by local Ituthorities dces not materially affect the distribution of the burden 
imposed by them between ultimate owner, immediate owner, and tenant. 

4. Next, as to the distinction between rates on site and on building values. It is 
true that the tenant does not distinguish between them. But anyone, whether ultimate 
owner or not, who is thinking of erecting buildings on the land, will reflect that 
expensive buildings would be subject to heavy rates. If ·in doubt between putting 
expensive and inexpensive buildings on any site he has chosen, he will be turned 
towards the inexpensive by the expectation of a rise in the rates, in so far as they 
are assessed on building values. But his decision will not be affected by that part of 
the rates which is assessed on site values; though, of course, before deciding whether 
to erect any buildings at all, he will have had to consider whether the site value would 
escape rates if kept vacant. Thus the site value and the building value parts of 
exceptionally heavy onerous rates press temporarily with almost equal weight on the 
owners; but ultimately the building value part alone presses upon the tenant: it alone 
tends to drive away population and trade. 

5. These are general tendencies; the causes which prevent them from being applied 
in prediction resemble those which prevent the mathematical reasonings from being 
applied to the course of a ball on the deck of a ship that is rolling and pitching in 
cross seas. If the ship would but stay at one inclination, the movement of the ball 
could be calculated. But before anyone tendency has had time to produce much 
result it will have ceased to exist, and its successor cannot be predicted. Just so, 
though economists settled once for all, nearly a century ago, the general tendencies 
of the shifting of taxation; yet the relative weight of onerous rates in different places 
often changes so rapidly that a tendency may make but little headway before it is 
stopped off, or even reversed, by changes which cannot be predicted. We here need 
a study of the past and present distribution or onerous rates, with an inquiry as to its 
causes: its general drift is to SOIne extent indicated in Mr. Cannan'~ article in Vol. V. 
of the" Economic .Tournal." . 

6. Partly in accordance with his suggestions it may, perhaps, be surmised that: 
(i.) Those rates which are truly .onerous are less in amount, and vary lesB from place 
to place than is commollly supposed. (ii.) A place which has incurred a large debt 
for enterprises that have been unfortunate or wastefully managed may expect a large 
share of onerou~ taxes for a long while, but such cases are not numerous. (iii.) A place 
which has a large pauper population and offers no great attractions for indllstry or 
reSIdence, has a prospect of long continued high poor relief rates; and such cases are 
considerable, eve~ wh~n a!]owance has been made for future widening of rating areas 
so as to mak~ :rICh dlstncts bear a larger share of th~ burden o~ the neighbouring 
poor. Inequalllles of schou 1 rate~ come partly under thIS head. (IV.) Subject to the 
two last exceptions, exceptionally onerous rates are chiefly due to transitional causes. 
One possible cause is present bad management, but that is likely 1;0 work its own cure. 
!>- mo~e f~equent cause is a recent wakening of the district to a ~ense of .responsibility 
ln sanItatIon and other matters: such of the consequent expendIture as IS necessitated 
by natural defects of the situation may be permanent; but even this, if wisely 
conducted, diminishes the relative disadvantages of the district and increases its 
attractions to builuers. 

7. In short, it seems probable that the cases are somewhat rare, in which the truly 
onerous rates of a di.trict are fairly certain to last for a considerable part of the life 
of II house or the duration of a building lease. That is, it may be surmised, that there 
are not very many ca~es in which a builder, after taking account of the direct and 
lDuirect local beDtlfits which are obtained at the expense of high rates, will be repelled 
by the fear of rates from building in a place which he would otherwise hllve selected 
without hesitation. 
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8. [Mr. Cannan has observed that there is no obvious connexion between the 
numbers of the population of the different towns of England and Wales and their rates. 
To this may be added that there is no very palpabl~ connexion between their rate~ 
of growth and their rates. Nearly all those large towns which increased fast (more 
than 20 per cent.) between the census years 1881 and 1891 had, in 1891-2, medium 
rates (between 38. 6d. and4s.); and all those which in 18\11-2 had very high rates 
(above 58.) increased at a medium pace in the preceding ten years, the lowesii 
percentage of increase of populatio:!!. among them being that of London (10'6) and 
the highest that of Leeds (18'9).] 

9. If these surmises be correct, it follows that the total pressure of onerous rates on 
the enterprise of building speCUlators and other interim owners is not very great; and 
that many rates which have appeared to be onerous have really enriched them. But 
vicissitudes of the rates increase slightly the great risks of the building trade, and 
inovitably the community pays for such risks more than their actuarial equivalent. 
And, since uncertainty causes speculators t,o fortify themselves against onerous rat'3s 
even in places where, in fact, rates have not been specially onerou~; tenants and 
ultimate owners in these favoured districts gain less by tha~ good fortune than 
appeared from the broad reasoLings with which we started tVI-b, 4). 

10. Here, perhaps, is the right place for discussing a suggestion that has been made, 
that an equalisation of rates would relieve owners, and especially ultimate owners, at 
the expense of tenants. It is argued that the building owner deducts from the 
ground rent, which he offers for n particular site, any onerous rates on building value 
(as well as on site value) which he anticipates as exceptional, and which he believes he 
could avoid by building elsewhere; and that he does so because the future tenant 
from whom the rates are deducted will make a similar deduction from the rent he 
offers. It is argued that the tenant will perforce pay those rates which he cannot 
escape by moving elsewhere; and that the builder, knowing he will be recouped, will 
DOt deduct them from the ground rent which he offers. This is plausible, but 
apparently invalid. 

11. It is true that an equalisation of rates would raise the aggregate of site values, 
if it removed rates from the best sites and increased rates on the inferior sites. But 
the equalisation is a; least as likely to transfer part of the burden of rates from the 
inferior sites to the bettor sites, and, if it did that, it would lessen the aggregate 
of site rents. This is, indeed, a new version of an old paradox. Improvements in 
agriculture, specially applicable to rich and well-situated land, would raise aggregate 
farm rents very much. But improvements which brought up the least favoured land, 
account being taken of situation as woll as fertility, to the same level with the most 
favoured would destroy agricultural rents altogether in a onuntry that had more land 
than it needed. Similarly, if we could conceive rates so adjusted as to make all 
building sites equally advantageous, no site would have more than mere agricultural 
value. 

12 . .A tax on one site has thus the effect of a betterment on a rival site which 
escapes the tax. It has been observed that if two similar premises are adjacent, but 
the boundary between high and low rates comes between them, 60 that they share 
equally the benefits of rates to which they contribute unequally; then their rents vary 

• inversely as the rates. Such facts have been quoted as inconsistent with the general 
principle that the greater part of rates are borne by the occupier, but they appear t,o 
be quite consistent with it. 

13. Here may come the answer to Question XIII. Differential rates, which favour 
any special use of land, will raise or lower aggregate rents, according as the places 
which they specially favour are, or are not, those which already have special advantnges 
for that use. If applied over the whole country, or in places chosell at random, they 
will slightly lower aggregate rents. 

14. Similarly, the under assessment of the older and more highly-rented parts of a 
town, which is ~aid still to be not very uncommon, tends to raise rents. 1£ carried 
very far it might lead people to prefer small sites in the central area to large sites 
outside, and in the result aggregate rents might conoeivably be higher than if thero 
had been no rates at all. This, again, is akin to an old paradox, viz., that, a tax of dO 

much per acre, or any other tax which differentiated against poor soils, might 
conceivably raise aggregate rents. 

15. The migration of tenants, in order to escapo high rates. is hindered less, 
perhaps, than is commouly supposed by ignorance and inditfel'en(·.e. But it is muoh 
hindered by tho speciall'llquirements of each individual. Low rates in Devonshiro will 
not draw there people who prefer London life, and manufacturers who must live in 0\' 
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;tear a district where they can obtain the special things and services needed in their 
trade. The tenant is further hindei·ed by the expense and trouble of moving; that 
may be the equivalent of tw~ years' rent; ~nd, if so, he will lose. by moving u~lesB 
the differential advantage whICh he secures In rates amounts to 28. In the £ austalDed 
for <)0 years. 

16. 'l'he mobility of tho working classes is, in some respects, greater than that 
of the well-to·do; but, when rates are compounded, friction sometimes acts on the side 
of the tenant. The manufacturer is often affected as much by the rates on his 
workmen's dwellings as by those on his own premises; and though high rates may be 
among the causes which have driven some manufacturers out of large towns, it is 
doubtful whether a curtailment of expenditure from the rates would have much 
lessened this centrifugal force. For most new expenditure from the rates materially 
increases local comforts or lessens local discomforts from the point of view either of the 
manufacturer or his workpeople. 

17. The case of the shopkeeper is the most urgent. His rates are large relatively 
to bis income, and many of them are distinctly onerous from this point of view. 
His work belongs to that group in which economic progress is raising supply relatively 
to demand; a little while ago its remuneration was artificially high, at the expense of 
society. :N ow, his remuneration is falling to a lower and perhaps more equitable level, 
and he is slow to recognise the new conditions. His mind fastens on the injustice 
which he sufff'rs when rates are suddenly raised much, and he attributes to that some 
of the pressure on him which is really due to deeper causes. His sense of injustice is 
sharpened by the fact that he does Dot always bargain on quite even terms with his 
landlord; for, to say nothing of the cost of fixtures and the general expense of moving, 
he might lose a groat part of his custom by moving to equally good premises even a 
Ii ttle way off. 

18. But shopkeepers are constantly rising and faIling, coming and going. Their 
minds are alert, and they t~ke full account of the rates; and thus. after a few years, 
they shift the burden of onerous rates on to the owners and customers more fully 
tban almost any other class does. Hotel and lodging-house keepers may rank here 
with shopkeepers. 

19. To SlIm up: rates, the current expenditure of which gives full value to the 
occupier, remain with him, as they should. Other rates are bornp. by the occupier to a 
ratcer greater extent, and for a rather longer time, than they would be if he were 
allowed to deduct them from his rent as he does Income Tax, Schedule A. lip, however, 
transfers most of. them rat-hel· quickly to his immediate landlord; unless he is known 
to be unwilling to move, and his landlord takes advantage of that. Interim owners, 
as a class, have a great power of self-defence; they are in a position to check the 
supply of buildings, and they do it until nearly the same net return as before can be 
got from new building. By that time much capital expenditure from the rates, which 
was at first of small benefit to the tenants, bears fruit; and those rates, so far as 
building value goes, aro put back again upon the tenants. but are not a. net burden 
to them. Meanwhile. that part of the rates on building values which.is exceptionally 
onerous, will have dri'·en away popUlation and trade and will have inflicted a small 
burden on tbos~ who, for personal and other reasons, must continue to live, or work, 
or trade or hold property there_ Among these will be the ultimate owner; and that 
is why the occupier will not pay quite the whole of the exceptionall.v onerous rate&, 
evon in so far as they are assessed on building values. The ultimate owner will 
bear a little even of this part of the onerous rates, and he will pay i.he whole of all 
onerous rates, whether exceptional"or not, which are assessed on site rents. 

20. Heavy onerous rates in one place act as a betterment to rival places which 
escape similar rates. It is, therefore, not true that an equalisation of onerous rates 
would enrich site owners at the expense of occupiers. An equalisation of remunt>rative 
rates, while their expenditure was unequal, would be. generally speaking, unjustifiable. 

21. A small increase in rates is opt to escape the attention of well-to-do residents, 
but it presses perceptibly on shopkeepers, lodging-house keepers, &c., and it influences 
their action; but, though thus a disproportionately great evil to them at first, an 
increp.~e censes to be any burden at all to them ere many years are past: unfortunately, 
thoy do not always recoguise that this is so. 

22. l'he incidence of a long-established rate is little affected by its being collected 
fro1"'1 the tenant, and not from the owners. but it is vitally affectod by the proportions 
in ",hich the rate is as~essed on site and building values respectively; the main part 
of tho former settles on the owners, and of the latter on the tenants. On the other 
hand, tho inci(lence for the first few years of an increase in onerous rates is much 
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affected by the mode of collection. The occupier bears more of the burden than he 
would if part of the rates were collected from the owner's, or he Wl're allowed to 
deduct a part of them from his rent. 

2~. The removal of onerous rates yields a passing benefit to the tenant, but the 
greater part of the gain goes to the interim and afterwards to the ultimate owners. 
If these owners have acquired the property since the rate was imposed, the remission 
of the rate is a present to tbem of so much public property. As regards those rates 
which fall o~ t:ade premises, and esp~ciall.y Rhops, the case is still stronger. When 
a new rate IS Imposed, they bear for a tIme a b~lrden out of proportion to their 
resources; and 80, when the rate has well settled In, and they have thrown on their 
Cllstomers that part which cannot be shifted on to the owners and which the tenant 
of a dwelling-house would, j.hl't"efore, continue to bear for himself, then the sudden 
remisaion of the rate enables them to retain themselves for some time a double share 
of public property. 

24. The above remarks apply only to neighbourhoods that are making progress. 
Where the popUlation is receding, and building has ceased, onerous rates tend to press 
upon Owners. But in such places economic friction is generally strong. 

VI-c. 1. My opinion as to ~he incidence of rates on agricultural land has already 
been indicated. In so far as the rates are remunerative in the immediate present they 
stay with the farmer, but are no net burden to him. Rural populations probably 
bear le8s onerous rates than is commonly supposed. 'rhey have gained by improved 
police service and the abolition of turnpikes, and they have increasing access to 
advantages purchased by high rates in the neighbouring towns, to which they do not 
contribute. 

2. A considerable part of those rural rates which are really onerous is fairly uniform 
all over the country, and its incidence is like that of an Imperial tax on rent. A tax 
on that part of rent which results from the" original and indestructible powers of the 
soil" must settle on the owner of the soil. But the farmer" always has a lease, even 
when he has none," and a new tax collected from the farmer would be likely to 
remain for some. time on him, unless there were other causes at the time tending 
to readjust his relations with his landlord. 

3. !>- tax on that part of a landlord's income, which, though called rent, is really 
the return to capital applied to the land by him or his immediate predecessors in title, 
stands on a different footing. If a tax be levied on that, and not on the income 
derived from capital applied to other uses, then the tax discourages cultivation and 
tends to raise the price of produce. If the country cannot import food, the consequent 
rise of price may be sllch as nearly to recoup the farmer soon, and therefore the 
landlord ultimately. [If the tax had been on all agricultural produce, and the whole 
of that produce had been strictly. necessary. then, according to a third old paradox, it 
would have l'aised the value of produce in the same ratio as it lowered produce-rents; 
it would, therefore, have left real rents unaltered.] As it is, sllch a tax would press 
at first on farmers in their capacity of implicit lessees, and afterwards on landlords; 
and it would diminish a little the employment of farmers and labourers in making 
improvements for the landlord. But the tax would not bear on the returns to the 
:farmer's own capital, and it would therefore afford a slight stimulus to modes of 
cultivation that did not require additional landlord's capital. 

4. If the onerous tax were local only, its incidence on consumers through prices 
would be still smaller. But local production would be checked more rapidly, and 
meanwhile the local farmer would be in a rather better position for transferring to the 
landlord that part of the tax which fell on the returns to (the quasi rent of) landlord's 
capital sunk in the soil. 

5. Such taxes on agrioultural land as have been imposed for a long time are no 
dil'ect burden on ~resent I.andowners. far,?er~, or lab?urers; th~ugh ~hey may give 
to present owners In certam cases some mdIrect claIm to consIderatIOn. Speaking 
genorally, any remission of such taxes would be a present of public property to the 
owners, a small part being caught by the farmers on the way. Any relief a.~ regal'ds 
old 1'lItes should therefore apply only to new buildU!gs and other fresh investments 
of capital. That would stimulate agricultural activity, give new employment to farmers 
and labourers, help to keep the profit on the land, and diminish our dependence on 
foreign imports of food. 

6. It must be remembered that land may be for a time yielding very little net rent 
that is, very little money income in excess of what is nesded to l'6munerate landlords: 
~pital; and yet be a valullble property. It may have possibilities as urban land, or it 

I 1':l40', Q 



122 ROYAL COMMISSION ON LOCAL TAXATION: 

may contain miner~ls; and, in any case, its ow:nership i~ likely to yield II~ i~come 
of satisfaction outsIde of the money rent receIved for It. In so far as tbis IS the 
case land is apt to be under-assessed even when rated at its full rental value. 
Pi0Psrly, it should be assessed at a percentage on its capital value. 
'7. For reaSons wbich are partly economic, partly traditional, the owner of a farm 

'has sometbing more of partnership with bis tenant than has the urban landlord; there 
are traces of metayage even in tenures which, are thoroughly "English." When 
seli.sons 'and' markets are favourable to the farmer, he pays his full rent and a.voids 
making demands on the landlord that might set bim thinking whether' the rent 
'ought not to be raised. When things go badly, the landlord, partly from sympathy 
and partly as a matter of business, makes temporary'remissions of rent, and bears the 
expense of repairs, &c., wbich he would otherwise have left, for the farmer. There 
may thus be much give and take between landlord and tenant without any change 
of nominal rent. Such adjustments obscure the incidence of agricultural rates, as the 
.eddies of wind rushing past a house will often carry snowflakes upwa,rds, overbearing, 
,but not destroying, the tendency of gravitation. The tendencies of the incidence 
of rates may even become wholly obscured for a time if the rating question happens 
to have been made a political issue. For all men are apt to believe and to prove 
temporarily that changes, which they are advocating, will benefit others more than 
themselves. (See V. 4.) 

'V):.:..a.1. If A has a thing which has a less money ' value to him than it has to B, 
~hey will probably trade, unless there is ,a tax' on the transfer. If there is, they 
will .oot 'trade untij A's need for it, measured', in inone.y, has diminished relat.ively to 
B'a by the amount of the tax. But no oue can say whether this will be effected chiefly 
,by a'riee in the net price which,B will give for the tbing, or by a fall in the net price 
wbich A will take. On the average, however, A will be the weaker party, and the 
dela-ywill throw more of the, burden on him tpan on B . 
• ,,2. 'Thll tax is bad; even when it impinges, only on commodities for immediate use. 

)3ut In.fact it impinges chiefly .upon instruments of production, and thus it is very bad. 
For it hinders their adjustment to the needs of the community. A heavy tax on 
the transfer of land and buildings assists the laws of entail in keeping property in the 
t.ands qf landlords who cannot do their duty. by their tenants. These taxes resemble 
tiLXes OIj. \mderfed labourers; they are collected harely once, but they are paid several 
:t.inies. ,. 

3 .. Taies on the tranSft)J:, of any kind of property slightly lower its value even 
.to ,a' willing purchaser; for 'the same reason that, of two stock exchange securities 
;o:p. thE! same l?asis, .that one will sell~or the higher proportionate value which belongs 
,~ the larger Issue. . .' . 

vt-e. 1. Profits, in my opinion, are not an economic entity. They include some 
'interest on capital, some earnings 01' ability and work, and, often, some insurance 
'against risk. But there is no uniformity of practicll in the business worid, and no 
;common agreement among economists as to bow ;much ,of the earnings of work and 
·a.bility shall be reckoned as profits in any particular, case. . 
, ; .. \2': If this difficulty could be overcome, there would remain a more serious one, which 
'would by itself prevent the adaptation of the old broad doctrines about taxes on 
profits to the more refined results of modern analysil!. The elements of wbich profits 
'&re composed obey 'different laws, and they enter in different proportions (whatever 
definition'o{'''profits'' be taken)· in different industries,. in, the same industry in 
'different places, and in large and small businesses even in the same industry and in 
,thlisameplace. It would, for instance" be necessary to discuss on different plans the 
profits of a large joint stock company, where salaries of II thousand a year are not 

'reckolled with profits; and those of ,a small tradesman whose profits include the 
·.$arnings of much manual labour. Some taxes on profits would increase the influx into 
the lea;rned professions, and tend to lower the earnings of medical men. Others would 
illbrease ,the pressure Ot' candidates for apprenticeship to the bricklaying trade. All 
'taxeS 'on; profits would tend. to check the growth of capital and to increase its 
'emigration ; some of them would tend perceptibly to increase the emigration of persons 
and se,on. 
,,~ a,') 'Generally 'speaking, ~he incidence' of taxes. on profits .is widel! and evenly 
diffused; they run over rapidly from one part of a trade to another and from one trade 

.to,"other trades.. And this is one reason why there are very few incomes from 
'moviibill ol;.:peraonalproperty in Engll\nd which ha.ve not helped to bear the burden 
Joli rateS. ' rThs'clliSe of income .deri'Ved from property abroad is' different. 
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VI-f. 1. The old objection to taxes on inheritance that they are paid out of ,capital; 
and that the heir is apt to live up to the full income which he has inherited, SeemB 
to me to have great force ~till. No doubt this question, as well as the' allied qUestion ' 
whether much war expenditure may ·safely be defrayed by loans, has' changed its 
position during the century with the growth of wealth and the development' of 
international markets for capital. But, the, very fact that death duties seem Jess 
inequitable, and to press less hardly on anyone, than other taxes of equal intensity. 
suggestR that they may still affect savings much as our forefathers thought they did. 
On the whole I think no one generation should very much increase them; experiElBC8 
alone can show whether we have outgrown the stage in which the incidence of.slloo 
taxes lies heavily on the springs of prosperity. 

2. Special death duties on anyone kind of property are duties on its compulsory 
transfer and lower its value. Such duties, if' assessed on the" public" value of land, 
would not affect production; if 'assessed also on farm buildings, &c., they would 
be a discriminating duty against a special form of investment of capital, and would 
diminish production and be partly incident on the community. ) 

VII., VIII. 1. It is with the utmost diffidence that I hazard opinions on these,large 
questions. 

2. The scope of local government has changed, is changing, and is likely to change 
faster than ever. Our duty at present is to experiment freely, hut to move cautiously.; 
to abstain equally from any formal recognition of existing customs which might tend 
to stereotype them, and from any organic alteration which might claim, to govern 
future development. We should aim rather at handing down to the eoming generation 
some serviceable experience, together 'with freedom in dealing with the probleili~''ivhich 
have just risen above the horizon, and others that have no~ yet riSen: ' . , 

3. }<'or, indeed, it is possible that the recent changes in' the general rela~Ions 
of .. central" and "local" government will be ,carried much further. ,The governmerit 
of a Swiss canton or an American State seems to ,belong to an interm~diate class which 
may be called .. provincial" standing' betwfl!ln the. c!lntral 'authority and the, local 
authorities properly so called. It seems possible that the London and other County 
Councils may grow in importance and responsibility; a.ndtbat the t~rm ".local ",will 
be generally applied to mmor authorities, subordinate to these provincial authorities. 
I therefore deprecate any attempt to delimit the functions of local govenllnem 
just now. , . , . . " 

4. If much freedom is allowed' to first class local authorities. sOn;J.e a,l'e sure tp 
pioneer new paths, which the wholacountr.v is not yet ready to ,tread. ,They will have 
more initiative, more invention, more willingness to take trouble for the public goo~ 
than is always found in the officials of. a large central department. But other .,loc~l 
authorities will lag behind. The chief work of the central authority should. perhaps 
be, on the one hand, to help the most enlightened local authorities in comparing. 
cri~iilising, and profiting by the experiences of one another; nnd, on the other ~nd. 
to put pressure on the more backward to work up to a high level. 

5. 'I'his requires :;ome approach te uniformity in local work, partly for' statistical 
• purposes. But all power of variation, that is consistent with order and economy of 

administration, is an almost unmixed good. The prospects of progress are increased 
by the multiplicity of parallel experiments, and the inter-communion of ideas between 
mnny people, eRch of whom has some opportunity of testing practically the value of his 
own suggestions. ' 

6. The constructive work of government, and especially of local government, is life 
itself in one of its bighest forms. Taxation is but a means; and in a country which 
has rid herself, as England has now, of all taxes which are in themselves mischievous, 
the reform of taxation should be subordinated to the development of the constructive 
work of government. . 

7. I am opposed to the allocation of central taxes to local purposes. I prefer ~ank 
contributions from the Exch~quer, given in aid of local services,and on the conditions 
of their being efficiently performed. Of course, they shouM not be giveli in aid of 
remunerative rates; but onerous rates are gen~rslly devoted to purposes' of I1!itional 
as well as local importance. e.g., poor relief, asylums, police, education~ When the 
appropriate department at Westminster had satisfied itself tbat local authorities were 
perfllrmil1g any of these dutits with vigour and intelligence, it should abstain ,from 
interferL'llcu exct'pt for urgent cause. But when they are bggard, or behind the 
g~lleral progress of the country, the oepartment should threaten -the· withdrawal 
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or diminution of the grant, should specify the faults which had to be removed, and 
should revert temporariiy to methods of. detailed supervision. 

8. Each first class local authority should have considerable freedom of experiment 
as to methods of raising revenue. It should, however, be prohibited from taxing 
persons on account of property which they own, or income which they earn, outside 
of its area. And since new taxes, and especially new local taxes are apt to be much 
more vexatious, burdensome, and unjust than the same taxes would be if they had 
time to diffu8e themselves and settle, every proposed change in the scheme of taxation 
should be submitted to the central government. Great and sudden changes should be 
discouraged, and especially such as might press with exceptional weight on any 
one class. 

9. The central government should remain the guardian of the ratepayer of the 
future against debts incurred for extravagant expenditure in the present; especially 
because the growth of migratory habits among the people increases the chance that 
those who ba.ve voted for new ventures, partly because they will give additional 
employment to' labour, will not stay in the locality to bE'ar their share of the rates 
involved. It should prohibit wasteful tolls, octroi duties. &c.: but it should recognise 
as prinnd facie reasonable :l. claim of a local authority to assess outlying districts to 
special rates, the expenditure of. which will benefit those districts; and it should 
adjudicate on such claims: or perhaps it should set up gradually more and more 
powerful and extensive provincial authorities for dealing with them. 

10. As regards the supply of water, local intere~ts cannot be isolated. The chief 
sources of water supply should therefore be declared national property; and, after 
compensation to ·private owners, they should be leased, subject to conditions, to local 
authorities. 

11. The same is true of fresh air. The central governmeut should see to it that 
towns and industrial districts do not continue to increase without ample provision for 
that fresh air and wholesome play which are required to maintain the vigour of the 
people and their place among nations; this is, perhaps, the most important public 
financial responsibility which has not yet been faced. We need not only to willen 0111' 

streets and increase the playgrounds in the midst of our towns. We need also to 
prevent one town from growing into another, or into a neighbouring village; we need 
to keep intermediate stretches of country in dairy farms, &c., as well as public 
pleasure grounds. 

IX., X., XI., XIV., XV. 1. I have even greater diffidence in offering suggestious as 
to the practical results to which these principles point, than in submitting the 
principles themselves. My knowledge and experience in these matters are small; 
and I have not even been able to consider the particular questionfj proposed by 
the Commission with the care they require. But by answering them as best I can, 
I may, perhaps, clear up ambiguities in my earlier answers. 

2. As regards rural land, the change most needed in the interest of the community 
is to diminish the burden of those rates which press differentially against the application 
of capital to agriculture (see VI.c. 5.). Some wish that this should be effected 
chiefly by a large subvention, in some form or other, from the Imperial Exchequer. 
laying stress on the repeal of the corn laws and the recent increase in the death 
duties on land. 

3. OLhers regard these as the withdrawsl of special privileges rather than, the 
imposition of special burdens; they dwell on the facts that the English law knows 
nothing of "landoWlJ.ers," and that "laudholdiDg" has never been divorce.d from 
special obligations to the poor, with the conseDt of those immediately concerned, and 

• the approval of economists generally. Resting on these broad facts, more than on 
details in the history of the Poor Law and the Land Tax, they wish the burden of the rates 
to be transferred from man's action in improving and developillg the land to his 
privileges in holding for private use a part of N nture' s free gifts; they do not wish 
much of it transferred to the public exchequer, where it would be borne, in a more 
or less disguised form, chiefly by industry . 

. ~ 4. I do not wish to urge either of these views, though I incline to the latter. But 
. I assume (s8e VII., VIII., 7) that there be contributions from the n!\tional exchequer 

" towards the Poor Rate and some other rates, which may be large or small; I myself 
• ish them to be rather small. And I propose that a preliminary rate for the purpose 

, f poor relief be made of the public value of agricultural land, that is, of its value 
as it stands after deduoting for any buildings on it, and any distinct improvements 
made in. it at private expense duriug, say, the preceding twenty years. This rate might 
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be IIlrge or small. I should prefer it to be considElrable, say a penny In the pound on 
the cal-ital valua of the land, per 8~. I regard this as practically public income 
reserved to the State rather than as a tax. . 

5. As regards land which has a special site value, of which the test might generally 
be that its capital value is more than (say) 3001. per acre, my opinions are moro decided. 
1 think that its site value should be 8S3essed to a rather heavier preliminary poor 
ratAl than I have suggested for rural land ; and in addition to a .. fresh air rate .. to be 
sppnt by local authority under full central control for the purpoRes indicated ab(lve 
(VIL, VIII" 11). This fresh air rate.would not be really a heavy burden on owners, 
most of it would be returned to them in the form of big her values for those building 
sites which remained. There may be ~reat difficulty in IIllocating the betrerments due 
to any particular improvement. But, as it is, the expenditure of such private societies 
as the Metropolitan Public Gardens Association, and much of the rates raised on 
building values for public improvements, is really a free gift of wealth to owners who 
are alreaily fortunate. 

6. For rural and urban dist.ricts alike, after allowiI!g for this preliminary poor rate 
and I.he contributions from tho Imperial Exchequer towards those local services wbich 
lire of national concern, the remainder of the necessary funds should be obtained 
by rates on immovable property, supplemented by some minor local taxed at the 
discretion of the local authorities. These main rates should be graduated somewhat 
after the fashion of the Inhabited House Duty, which should be suppressed; but the 
graduation should proceed gently at first, and should not cease at 60t., as that for the 
Inhabited House Duty does. Those who live in expensive houses are just those who 
now pay less than their fair share to the general expenses of the country; and very 
high rates on their houses would not inflict on them a heavier burden than would be 
inflicted by any other methods that have been proposed for extracting from them their 
fair share. [The standard unit of rating might be at houses rented at 40l. for urban 
districts, and 30l. for rural. Suppose the rates on those houses in any place were 
at 48.; then 48. should be the rate for all trade premises of not less than 401. ill urban, 
01' 30l. in rural districts. There should be lower rates for less .aluablo houses and 
trade premises, and the only higher rates should btl those levied on Inrger h'luEos. 
}'or them the rate might rise gradually from the standard rate of 4s. to, say, 88. for 
200/. houses, and lOB. for the largest houses. Special regulations would be needed for 
expensive lodgings and hotels. Such parks and grounds attached to large houses 
as were open to-the public under reasonable conditions might be wholly or partially 
exemp,tfld from rates.] 

7. The tenant of a farm or any other premises should be at liberty to dedu.;:t a 
portion of the rates from his rent in the salDe way as he deducts Income Tax, Schedule A. 
Perhaps this portion should be a. half in every case, except that of large houses 
(see VIa. 5). 'l'he tenant of a larlle house should deduct only what would be half his 
rates, if he were rated at the standard level. [That; is, where 48. W2S the standard 
rate; if a 001. house were rated at (i8., the tenant should deduct !il., not 131. lOs.] 
The immediate landlord should deduct in proportion from his payments to the superior 
holder next to him, and so on. . 

8. The plan of dividing the rates between tenant and owner i~ simple, and is 
- supported by very high authority. It would diminish the injustice which a sudden 

incl'ease of .rates inflicts on farmers, shopkeepers, and other traders: and the modifica
tion now proposed would further diminish that injustice. It is true that this division 
of the rates is to some extent illusory when a rate has been long unchanged. For then 
nearly the whole of that part which is assessed on public or site value of land will be 
borne by owners; and nearly all the remainder of it will be borne by tenants or their 
customers; and this result will not be materially affected by a law allowing the tenant 
to deduct a half or even the whole of his rates from his rent. I propose to attain 
equity 80 far as olrl rates are concerned, not by this division, but by the special 
assessment of publio or site values. 

The alternative plan of allowing the tenant to deduct all the raws assessed on land 
values, and only (say) a third or a quarter of those assessed on the remaining value 
of the rremises, would have some advantages; hut would be more strange. 

9. 'lues on immovable property have their faults; but so have all taxes. And t~eirs 
are perhaps less than those of any, except the alcohol taxes, the death duties, and the 
income tax. And these are, perhaps, pressed as far as they ought to be pressed 
in time of peace. They are all essentiu.lly war taxes. On the whole, therefore, I think 
that the taxes on immovable property ought not to be diminished, and that if the local 
taxes on it were diminished, Imperial taus on it ought to bEl inoreased. I am. 
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therefore not ,anxious to suggest substitutes. 'I: think 'it better'to try to rliIDovesuch 
Avils as there are in 'local rating; to aid by oontributions from the Exohequer, and 
pflrhaps to make a little more room for ra,tes by w:it4,dra:wing the In?a~ited Ho~s~, Dnty; 
or to u~e that duty as a fund for thE! assistance of specially pqor districts. ..,' 
, 10. But I see no objection to l~cal a~t~ori~es ':haVing the, whol~. ,re~ponsibi1ity, 
subject only to general control from We~~mlOster,of ,tbebeer and Spll'lt ,licenses and 
some others; nor to t~eir jlefray~ng 'the expenseR of ~~e ro~ds by taxes on all vehicles 
and horses, with parbal exemption for thqse beloJ;lgmg, to farms .. ~oc,+l ,taxes.on 
servants and on cr.rriages >lnd pleasure horses would 'bEl often o~ least'use where they 
are most wanted; and. perhaps the same may be said of taxes On advertisements, &c. 

11. With tho great increase in the facilities o~ locomotion which electricity seems 
to promise in the next few yeare" the geographical separation of, rich and poor may 
.become even mOl'e marked; it may become even more true than now that local rates 
are sometimes least product,ive where they' are most wanted .. ' Possibly we should look 
for a remedy, not so much to increased aid and control from the Imperial GoVet;nmeLi'. 
as to the development of three orders of government--,Imperial. Provincial, and Local 
in the narrower sense'; each provincial government having largE!' responsibilities and 
powers over an area wide enough to include rich and poor in fair proportions." " 

.ALFRED MARSHALL . . ". " 

! " 

Answers by Professor Edgeworth, 

1. A classification may be incorrect in two 'ways. It may violate't}le rules of formal 
or those of material logic. For instance, suppose taxes divided into indirect, and thoee 
which are on. commodities; or taxpayor~ divided into those who are at least Eii" foot 
high, and those who are under six foot, The first claRsification is incorrect because the 
classes formed lire not mutually exclusive: the second classification is incorrect because 
it su bserves no purpose of art or science; . . 

'rhe proposed classification, properly interpreted, is not incorrect ineitber SenBe. If 
the terms" incidental to , . " .. . property" and ,,' in respect of ,commodities!! are 
defined so as not to overlap, then the classification may subservethe ptirpose of enabling. 
~he various Items of the national Budget to be held together in thought. ' • 

The classification might be considered incorrect, if it was designed to indicate the 
incidence of taxation. For, certain'ly, it does not fulfil that purpose, as appears 
from the cross-questioning to which the author of the classification was subjected by 
Sir Robert Gift'en," But the classification was not designed to fuifil this purpose, as 
appfJars from the answers given on the occasion referred to.t 
.' 1 cannot suggest, I do not recommend,any alteration of' the proposed classification. 
The object of such an emendation would be, 8.pparently, to render the classification a 
better exponent, of the real incidence. But it may be doubted whether a classification 
which fulfils the first purpose-to afford a comprehensive view of the 'receipts of the 
Exchequer-admits of being amended so as to fulfil the second purpose-to indicate 
the real incidence of taxation. It must be recognised that the points' of primary 
percussion and final incidence are not coincident. There is the 'sort of difference which 
"xists between au ordinary map divided into provinces and counties, and a, miI.p of 
which the d.ivisions are designed to exhibit the variety of geological formations. There 
is, doubtless, a certain correspondence between the two charts, and it is not only in 
Greek that mountains are associated with boundaries. But query ,if it would be worth 
while to alter fllmiliar demarcations-subtracting a district from oneoounty; and 
adding it to another-in order to construct a sort of mongrl'l map, -'which' should 
subserve at once the purposes of ordinary geography and scientifi6 geology. ,. .' 

. .".,' 

2. The questions may be understood to mean: (1.) Do the items,enumerated in the 
proposed Table t.ogether make up the total taxation raised by Parliament 1 (2) Is each 
Item placed in the compartment to which it properly lJelongs?" . 

(1.) To the first question there can be only one answer, ,Tbe only qualification to 
the obvious allirmative is the caution that the amount raised by taxation' is not an, 
accurate measure of the real burden. As . Mill says d a., tax: on newspapers, it is 

• Agl'iculturnl Cornmisoion,'Q. 63,235, and context. ' t Ibid, Q. 63,253; 63,266. 
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"JObjecLionable. :not· so .. much where: it does fall •. as where.it dol'S not." The principle 
has been generalised by Professor Marshall in his theory of " consumers' rent." For 
exampw, if the duties on some consumable articles were raised, the burdon of taxation 
would certainly be increased, but the ordinary pecuniary measure of that burden might 
quite possibly be reduced. : . . 

(2.)· The arrangement of the items appears to me coz:rect enough. I ehould add that 
it might have been widely different, without appearing to me incorrect. For tho term 
.. incidental to" signifying simply" with respect. to "-. and divorced. as I contend that 
it should be, from' its association' with .i'lcidence-is so vague and elaRtic that the 
compartments which it defines may be ma,le to include more or less, at pleasure. Thus 
several of the items under Head 4, e.g., bills of exchange and promissory notes, might 
as welI have ,been. where Sir Alfred Milner was at first disposed to plaoe them,* in the 
category of taxes not inoidental to property, as where they ",re now. Distinctions 
whioh turn upon snoh differenoes seem hardly worth ccmtending for. 

3. What is the best definition of a' tax is an· interminable inquiry. There ill a 
whole literature OD the subject 'on the Continent. It may be trile, 'as 'a French writer 
has observed, that all this· dialeotio never brought an additional frano iuto the Treasury. 
Yet the discussion exercises speCUlative faoulties. which are demanded by some problems 
in taxation. . It will not be expected, however. that this academio exercise should be 
performed here.' . 

For the present purpose we may acoept Professor Bastable's definition of a tax:, and 
understand with him that" whon ordinary profit is exceeded, the monopoly possessed 
" by the [public J office is employed for taxation."t Or, in Professor Sidgwick's words, 
". Government avoids interfering with distribution "-whether in the way of tax or 
bouhty-" if it sells the commodity at the price at whioh it would be sold if 
'$ provided by private industry."t But~· we can only conjecturE" roughly" what that 
price w\>uld havebeen.§ We do not know to' what extent the sElrvice would be 
monopolised iIi the absence of Governmental interference. i'he calculation is further 
complicated by the possibility that, whether in a 1'egime of perfect competition, or 
more or leSt! imperfeot monopoly, there might be' different prices, varying with the 
cost of service in different localities. It has further to be considered that the burden 
imposed on the .publio by the Government monopoly of the post is not to bo measured 
simply bi' the riso in p~ce which it may.occasion,' Professor Marshal.l, ~n a letter to 
"The TImes," of April 6th, 1891, estImated the loss to the publIc 10 the way of 
"consumers' rent," consequent on the prohibition of private· enterprise ID postal 
servioes. as amounting to some' .four . and' a· half· million pounds sterling annually. It 
.seems ,to follow .that the'" net revenue of the Post Office "·is ~ very inacourate· measure 
.of the fisc8.! burden imposed byt,l].e Gov;ernment monopoly. 

4. The equity of any particular tax must be judged by reference to the system of 
whioh it forms part.' That the same tax mayor may not be inequitable, according ae 
the pllyer is,or is 'not o~herwise burdened, is an aoknowledged principle. II We may 
go on then to consider the equity of·a system of taxation. The following is a summary 
of views expressed fully in the" Economio Journal" for December 1897.' 

In considering the oquity of any political system, the test which should be applied 
is the greatest happiness prinoiple.** From this principle it follows that ceteris paribus 
the sum of privatIOn or sacrifice caused by taxation should be a minimum. Therefore, 
if a certain amount of taxation has to be raised (for purp<>ses of which the benefit 
oannot be allocated to' partioular persons), the llTima fade best distribution is that 
the whole amount should be paid by the wealthiest ci~izens. The incomes above a 
certain level should all be reduced to . that level j the incomes below that level should 
be untull0d. the level being determined by the amount which it i~ required to raise.tt 

This levelling prinoiple requires to be corrected by sevllral prudential considerations.tt 
There is the danger of dri ring the rich, or at least their riches, from the country, and 
checking aooumulation; there is the danger of awakening the predatory instinct of 
the poor. and precipitating revolution. When tempered by ordinary prudenoe, the 

• Memorandum, p.64. . f." Public Fioanc.,~· Book II., Ch. T., sec. 4. 
t .. Political Economy," Book III., Ch. VIII. § Note to 1st Ed., loco cit. 

II See Fawcett," Manual of Political Economy," Book IV. Ch. 1. BaslAble, .. Public Fin~nce," 2nd Ed. 
p. 300 and p. 656, note 1. Seligman, .. Progresoi ve Taxation" (CIA the prinei pIe of competuation). ' 

,. "}!ure Theory of 1.'""allon," No. III.) Economic Journal, 'Vol . .vU. (JII97) • 
•• Loc. cit., p. aDO. tt Loc. cit., p, 553. . n Loc, cit., l'p. 554-6. 
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suggested rules of equity deduoed ~om the prin~iple of least sacrifice are ~ot~ in 
practice. very different from t~e rec~lved rules which. are d~duced from the pnnclple 
of equal sacrifice. But there IS an Important theoretICal dllference between the two 
first principles." . . .. . . 

I maintain that the pnnclple of equal sacrifice derIves Its acceptance from Ita 
similarity in conception and dictates to the principle of least sacrifice: that 
the former has no authority independent of the latter. J. S. Mill, the leading 
authority on the subject, confuses the two principles. In the same breath he enounces 
the principle of equal sacrifice and identifies it with that of least sacrifice. .. Whatever 
" sacrifices it [Government] requires of them [persuDs or classes] should be made 
0; to bear as nearly as possible with the same pressure upon all, which, it must be 
.. observed, is the mode by which least sacrifice is occasioned on the whole."'" The 
association in M.ill's thought between equal sacrifice and equality-an inference from 
least ~acri6ce is apparent in his method of advocating the limitation of inheritances,t 
and in tbe juxtaposition noted by Professor Sidgwick,t between the first clause above 
quoted and the dictum in the same section that" the true idea of. distributive justice 
.. consists . .. in redressing the inequalities . . . . of nature." 

Many distinguished foreign authorities also seem to hover between· the two principles, 
having" equal sacrifice" on their lips, but using arguments which are germane to 
" least sacrifioe." 

~'he principle of equal sacrifice has sometimes been clearly distinguished from that 
of utilitarianism pure and simple, and prefel'red to it as being free from tbe dangers 
which, as above admitted, attend the working of the latter principle. But in order 
to deduce any rule of distribution from the principle of equal sacrifice, tbere is needed 
some assumption as to the degree of slowness with which utility tends to increase 
with the increase of means. Upon a very probable assumption as to that slowness, the 
principle of equal sacrifice would lead to a progressive taxation al most as drastic 
as that which has been. ab?ve described. This is admitte~ by ~rofessor Sidgwick 
when he says, "If equalIsatIOn of burden were the sole conSIderatIOn, the equity of a 
" graduated rate of taxation, rapidly increasing as incomes rise, could hardly be 
" denied."§ 

It should set>m therefore t,hat, as a working principle, equal sacrifice has no great 
advantage over least sacrifice. 

For further defence and qualification of the views propounded the 'reader is referred 
to the article already cited. The ma.in result of that investigation is Romewhat to 
weaken the prepossession in favour of taxation proportional to incomes (above a certain 
minimum), and somewhat to strengthen the arguments in favour of progressive 
taxation. ~t n;ra.y be Hdded .that the~e does n?t seem to b~ much weight in the 
common obJectIOn to progressIve taxatIon: that If the proportion payable continually 
increases, it must ultimately reach 100 per cent., or at least a ratio sucb that the 
ta1l:payer would h~ve no interest in inc;e~ing his income. For, first, the point at which 
these consummatIons would be attalDea may well be far above the highest existing 
incomes. as happens in the case of some progressive systems in Switzerland. .And 
secondly, tbe dictate~ of th~ ~east .sacrifice pl'inc~ple .might be approximately satIsfied 
by a law of progresslOn W~ICh uillmately, for hIgh lUcomes, converged to a simply 
proportional rate of taxatIon. If the ultimate ratio was very high, the initial ratio 
might be very low'. 

5. I have elsewhere II suggested four distinotions which may be of assistance in 
. determilling the real iucidence of taxation. 

There is first the distinction between a "i!gime of monopoly and ono of competition. 
'rhe laws of incidence are not the same for these two cases. Thus it is rightly 
argued that rates in respect of railways and canals fall upon the shareholders who 
own the property, while rates in respect of mines and quarries fnll upon the consumers 
of the products~; it being understood that monopoly prevails in the former case 
competition in the latter. A less familiar inference is that, even if a canal or quarry i~ 
monopolised, n ra~e woul~ not fall entil:ely upon the monop!,list, but partly on the 
consumer 1 SUppOSlDg, as IS usual, I beheve, that the rate· IS proportioned to the 
01!tput.'~* . 

• "Political Economy," Book V. Ch. II, !lee. 2. t "Economio Journal." loe cit., p. 56a. 
t .. Political Economy ... nook III, Ch. VllI •• par. 7, 1st. Ed. 

t "l'olitic8," p. 182. Cp." Political Eoollomy," Book lJJ., Ch. VIII., par. 7 .ub. 
II .. Economio J oUI'Pal," Vol. VII. (1897) p •• 6. ' 

'If St. Memorandum by Sir Edward Hamilton, p. 47. 
It S/'~ 1Il6r~bnll, "frill~il·lcs uf EconOll1iee," p •. 1!l2,1I1111 "lllconOlllic JOUI'nalt Vol. VU., p. 22;. 
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The second distinction is between products which obey the law of "diminishing 
returns" and those which do not. This distinction is relevant to the wei!!ht rather 
than the point of incidence. The burden of a tax on products obeying ~the law of 
" increasing returns" is apt to be greater. It may be observed that the articles with 
which the commission is specially concerned, lands and houses,* seem mostly to belong 
to the category of diminishing returns. 

The third distinction is between cases where there exists mobility between different 
industries and cases where this mobility does not exist. One important case of 
immobility is that of capital fixed during a "short period "t as distinguished from 
" the long run." Thus there is an essential difference between the incidence of a new 
house rate, according as it affects the owner of a house already built, or as it enters 
into tho calculation of an intending builder. 

The fourth distinction ill between a tax which varies with the amount of article 
(including money) produced or dealt in, and one which is irrespective of that amount. 
A specific and an ad valorem tax belong to the former category; to the latter, a poll tax 
and a payment for a licence. Consider, for example, different modos which might be 
imagined of taxing the production of barley-I say barley, not corn, to avoid the 
complication attending the taxation of labourers' necessaries.t Mobility between the 
farming and other industries being supposed, a tax proportioned to the amount of 
output falls upon the consumer; since before, as after, the impost the "final" 
inorement of product must just repay the producer.§ By a parity of reasoning a tax 
under the form of a . license to grow barley will presumably fallon the landlord; 
supposing that he has no mobility and m!lst either let his land for the cultivation of 

. barley or not at all. It must be supposod also that he can bear it, that his rent, 
minu8 the license, is a positive quantity. Theoretically it would seem that, in general 
and when the demand for the commodity is not perfectly inelastic, the consumer 
would, in the long run, only be affected when the licence exceeds the rent. Nor eVlJn 
then is the operation of the licence quite so simple as it is sometimes taken for granted 
in the books. II More practical exemplific;Ltions of these theories will be given in 
subsequent r.nswers. 

G. In the answers which follow relating to imposts on houses I shall suppose, when 
the oontrary is not expressed, that the so·called " London leasehold system "'if prevails. 
Statements made with special reference to that system can easily be adapted to other 
circumstances. 

(a.) To determine the incidence of the Inhabited House Duty is a problem so 
oomplicated that it is expedient to break it up by first considering an ideally simplified 
case, then introducing one by one t.he concrete complications. 

(1.) First let liS suppose the inhabitants of a town to deal with the owners of houses 
already built, abstracting the competitive influence exercised by new houses and 
other towns. For periods and circumstances which permit this supposition a tax 
such as the Inhabited House Duty will, theoretically, fall entirely on the owners on the 
expiry of each occupant's lease (that is, on an average, in less than three·and·a-half 

_ ;rears after the imposition of the tax, supposin~ that the term of the occupation-lease 
1S sometimes seven years and sometimes three). For, the supply of houses being 
perfectly inelastio, the owners have no choice bu~ to throw these their wares upon the 
market without a reserve price; they must accept that price which just carries off 
the supply. Since the imposition of the duty· does not increase the demand of the 
oooupants. the payment per house which they can be got to make will not be increased. 
The payment now made by the occupant, consisting of rent plus tax, will be the 

• As to lands. lee Millis U Political Economy n passim j as to houses, Marshnll'zs " Principles of Economics,,
Illb "0("6 "Margin of building," 

t Prof ••• or Marshall'. useful phrase. 
t In this hypothetical analogy the effect of foreign trud. on price may be leEt out of sight as aD incident not 

relevant to the building industry. . 
§ In the ..... of agriculturol produce, as Mill points out (Buok V. Ch. IV. sec. 3, par. I), if the tax 

tliminishesconsumptiou," it to that extent contributes to throw bn.ek ngricult.ure upon more fertile lanu" or les!J 
" costly processes aud to lower the \'Blue and price of corn; which therefore ultimately settles at a price 
&1 increa..otCd not by ,1.18 whole amount of the tax, but lly only a part of its amount." There is, theoretically, 
an analogous diminution of the expensE's, with tho rise of the" margin:' of building (the law ofdimiwshing 
returns prevailing) I hUI it may b. doubted whether this effect is consi,lerable. 

1\ See" Economic JourDal," V ul. VII. p. 59. 
, The .. e is B good d-.iptiou of the .ystom in the linnl report (1892) of the Seloct Committee on Town 

Holdings, p. oi. 
I 98t09. It 
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sama;as the pa.yment made before by him, consisting of rent alone. The payment 
received by the o Wiler will be less than before by the full extent of the tax.* 

(2)' Now· let us take into account the circumstance that houses are not eternal. 
First let u~ suppose the town, or other circumscribed region, to be renewed without 
'being enlarged new houses from time to time being built on old sites, but not on 
new sites. If the average duration of a house is 50 or 100, or generally n years, 
then an n}h part of the total number of houses in the town will be yearly produced, 
and offered for occupation by building ent1·epreneurs. These entrepreneurs, being free 
to apply ·theircapital otherwise. than in buil~ng, will require H:s good profits in ~~at 
industry as in any other not ~ubJect to a speOlal tax. Whe~ce It ~ollows, by famihar 
reasoning, that the duty, bemg an ad valorem tax on the pnce paId for a consumable 
article falls entirely on the consumer-the occupant. The occupants of new houses 
then pay. t~e enti~ duty. But it is. not the?retically. possib~e that, in the sarne 
miuket, sImilar· artIcles should be 0 btalDed for dIfferent prIces: o~d houses for the same 
rent as before the imposition of the tax, new houses for that rent plus the tax. If, 
aa a first approximation, we ignore the difference in the demand for new and for old 
houses, the pressure exercised by the builders of new houses will, in the course of less 
than .seveuyears, 'result in imposing the. taxt on the occupants of the old as well as the 
new houses. l 
. ·(3.).A similar concl.usi~n . is obt.ained when we take into a~count the ci:cumstance 

$at where the populatlOn IS. mcreasmg new houses will be requIred on new sIres as well 
as· . old· . ones; still assuming that new and old houses are exactly similar articles. 
But, of 'Iourse,this is a very inexact assumption. New and old houses are no~ 
interchangeable like sovereigns of different dates; urban and suburban residences are 
not identical articles, but more or less periectsubstitutes for each other. 

(4.) Account being taken of this relation between new !J.nd old houses, we shall find 
that the effect exercised by. the new buildings upon the .house-market is similar in 
kind~ but not in ge~e~a.I equal in, quantit~, to that which WII-~ described und~r 
hetlding (2). In the lImIting case, when the nvalry between the new and old houses IS 
null, the whole tax falls on the owner, as in case (1). In general it may be supposed 
that the case lies between (1) and (2);. that the occupier of an old house pays a part, 
but not the whole, of the tax. But this natural supposition is not quite correct. 
The extra payment imposed on the occupants of old houses in consequence of the tax 
is not limited to the extent of the tax. Zero is, indeed, an inferior limit, but there is 
nodefiIiite superior . limit. The imposition of the tax :tnay so disturb the delicate· 
balance of demand for the rival articles, central and suburban-or, more generally, old 
and new-houses, that in the new eCjuilibrium the occupants of old houses pay a rent 
increased. by more than the tax, the owners of old houses positively gain by the 
tax.t This curiosum in the theory of value seems only to be of importance as it tends 
to. confirm the conclusion that the occupier. will bear a considerable portion of the tax.§ 

.(5.) There is next to be introduced thEi competition between different. towns. 
Residences iJl different places ·.constituting rival commodities, we may. see, by. an 
extension of the analysis above employed. that a uniform tax may so. disturb the 
balance of complex demand ,as to cause a oertain rush of inhabitants to one town from 
another.. The owners of houses already built,. may gain more rent by the increase of 
demand .consequent on such disturbance. than they lose through· that more immediate 
action. of the tax which was indicated under the preoeding head. Conversely, they. may 

.• The Watter i. put more technically in my ~tudy on the Pure Theory of Ta.xation (" Economic j oornal," 
Vol. VII., p. 50). . 

t· The whole tax, if we admit what may be called the classical asswnption that the expenses of building are 
not sensibly altered by the diminution of demand for houses which may I:e caused by the rise of the price paid 
by the consumer-the occupier. (See the penultimate note to Q. 0.) 

t "Economic J ouro81, U loco cit.) p. 63, note. 
~ The eminent Mr. N.· G. Pierson, of Holland, in his noteworthy discussion of this subject (in the second 

odition of his LeerbocA der Staatl.uislwudkunde, eerst. deel, p. 166, et seq.) h.., come to a different conclwion, 
namely, that the occupier of 8 house with a high ground rent, as in .a central region, will, at most, pay only 
lIB much tax as what is paid by the occupier of an exactly similar house with [little or] no ground rent, as in a 
tluburban periphery. Mr. Pierson deduces this conclusion from the assumption that the difference between the 
~ents of the two house. may be expected to be the same after and before the imposition of the tax (or, at least, 
Jlot greater after than before). This 88Sumption would be appropriate if two similar houses dissimilarlvsituated 
r"ttlteB huizen l1an ongelijkB ligging tn alletn daarom in huu'l"tOaarde 1JBrllchillend," loe. cit., p. 178; 'f twee 
" gelij" .. ortige perCfJelen," p. 171] could be regarded as two units of the same commodity, analogous to two 
quarters of barley grown on a bighly rented site and at the margin of cultivation xespectively. But I submit 
that the two hou ... ought ''Ilthep to b. ·regarded asditf .. ,.eflt 'ltJa"titi .. of commodity, analogous to the 
quantities of bo.dey produced by the outlay of the eame capital at tbe margiu and on a highly rented site. 
There i. 1I0 "anomaly" (we. cit .. p. 179) in the supposition tbat the diJIerenee between the prices paid 
fot· those two quantities of produce should be increased by 8 tax. It i. the received theory, ... stared, e.g., by 
Mill (Book V., Ch. IV., sec. 3, pars. 2, 8, 4). 
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lose rent through the competitive action l'eferred to under the present head, As 
regards the distribution of the burden between owner and occupier; the competition 
between towns does not tend, on the whole, to alter the proportions. . 

(6.) Lastly, account is to be taken of .. friction." With respect to the distribution 
of the burden between owner and occupier, friction acts in two opposite ways. It 
obstructs that transference of the tax from the occupier to the owner which was 
indicated under head (1), and that transference from the owner to the occupier which was 
indicated under heads (2), (3), and.(4j. 

In the first case, the process by which the burden tends to be shifted from the 
occupiers to the owners is as follows.-If, before the imposition of the rate, each. 
occupier had as much house accommodation as he wanted at the Qld price (the rent of 
occupation), thereafter he will have more house accommodation than he demands at 
the new price (the rent plus the rate). Accordingly, he will seek to disembarrass 
himself of this superfluous housing by moving, or threatening to move, to less 
extensive premises. But this action is much clogged by friction. The gain in utility 
(or" consumers' rent ") which is eft'ected by taking just as much as he wants at the 
now price may well be overbalanced by the expense and trouble of moving. 

Case (2), at first sight, does not seem to admit of as much friction. As the owner 
of a now house will not pay the rate, the occupier must undertake to pay it; but he 
will not do so while equally good old houses are obtainable at the same rent and less 
rates. As Mr. Cannan says: "Who will stand up and confess that he took 76 ~ 
" Street at 1001. a year, and subject to 201. of rates, when an exactly similar house 
" next door . . . . was to let at 1001. a year, and only 121. of rates !"* However, 
in the case before us, it may well be that the paucity of new houses is a circumstance 
favourable to friction. That n'ht part of the town or region which is yearly renewed 
may not be sufficient, so to speak, to leaven the whole region with the effect, of the 
tax. It is, perhaps, significant of the preponderance of friction-the impotence of 
what may be called the normal forces-in this case, that Mr. Pierson, in his 
discussion of a rate on houses in a circumscribed region, such as The Oity in London,t 
considered . as unaft'ected by the competition of extra-urban houses, has taken no 
account of 1he competitive influence exercised by new Muses witkin tke. region. The 
action of friction in favour of the occupier in case (2) may be enhanced by the 
characteristic of case (4), the imperfect capacity of new houses to act as substitute 
for old ones. 

Case (3) is aft'eeted leMs by the circumstance of paucity, and more ·by the 
circumstance of imperfect substitution. . 

~'he principal forces, normal and frictional, which are at work have now b~en 
analysed. But I have not Bufficiently accnrate knowledge of the facts to determine 
in concrete cases the resultant of all the forces. Doubtless, in virtue of friction, it 
may be expected that more or less of the tax will stick where it hits. But whether 
this expectation is greater when the tax is imposed on the occupier than when it is 
imposed on the owner, I am unable to say.. . 

So far as to the incidence of the Inhabited House Duty on oceupiel's and OW'ilers. 
There is still to be considered its incidence on the ground landlord. This action i~ of 
course, very slow, making itself felt immediately with respect only to the small 

- proportion of sites for which new leases are being created at any time, with respect 
to the average of sites not until after many years~perhaps 40 or 50.§ . 

Theoretically, a house being regarded as a 80rt of product grown upoIlthe land,1i 
a house tax paid by the ocoupier t.ends to diminish the ground rent through the 
diminution of the demand on, the part of building entrepreneurs for sites. The limiting 
case is when the demand for hOllses is quite inelastic. Then the same amount of 
house accommodation is demanded before as after the imposition of the tax. The 
occupier pays the same rent as before pl1t.~ the duty; the builder obtains the same 
profits; the ground landlOl'd the same rent. In goneral, the imposition of the tax 
"!tuseR !t diminution of demand for house acoommodation; intending builders divert 
their enterprise to other investments; the ground landlord suft'ers through slackened 
demand for sites. But what the Exohequer loses through the diminished use of houseil 
is not, in genernl, equal to what the ground landlords lose through the diminution of 
demand for sites., Nor would the equality be of any fiscal significance, since what ill 

• History of 1.0001 Taxation, p. 135. t Ahove, p. 130. t Loc. cit., p. 178. 
§ Hnppo~in~ the 8,,·erag8 t.enn of a. building lense to be 80 or ]00 years. 
11 S ... 8n.w~r to Question 6, last pam,,"1'8pb. Compare Mr. Goschen (" Local Taxation," p. 164):-" The 

inhabitant of the bouse iA, in ~uity., the l'OllSumer of the commodity produced by tho builder." 
,. Comp"" tho formnlm given by tho present writer in tho Arlicle .No. 1 on tho Pur. Theon of MonOp<'ll 

in the" Giornale dogli Economisti" ror 1897. • . ' 
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lost by the ground landlords is not gained by the Exchequer. Indeed, the question 
bas been raised wbether an effect of this sort-detrimental to a c~rtain class, .wi!.hout 
any corresponding benefit to the Excbequer - can properly be descnbed as the t'lUJ'lde'IIIJIJ 

of a tax.* . ' . 'd . 
(b ).-(1.) The principal difference, WIth respect to InOl ence, between the InhabIted 

Hou~e Duty and house rares is that the former is uniform, the latter may varyt from 
lace to place. So far as such variation does not occur, the preceding analysis 

holds good of house rates. WberD one locality is more beavily rated than another, 
the excess Df rates may Dr m~y. nO.t corresp,ond to extr~ Il:dvantages oft~red. 10 
Dccupants. For instance, a mUUlOlpallty may gl~e more serVICe m tbe wa~ of hghtI.ng 
and cleansing :tban others in return for a~ eqUIvalently be~vy rate, or It ma;r glve 
the same serVICe, e.g., in the way of draInage, at a heaVIer rats corresponding to 
disadvantages ?f situation.t . . ' . . 

TD begin wlth the second case, the dll'ferentlal rates WIll tend to dIvert demand 
from the locality, with the following results to occupiers and superiDr interests. The 
Dccupiers who are not driven away suffer the aggravation of rates; the Dccupiers 
who are driven away suffer a loss of 'Utility (or" consumer's rent "). The owners 
during the remainder of their terms, and the grou.nd landlDrds ultimately, suffer a loss 
of rent consequent Dn the slackened demand for hDuses in the locality. 

These results are counteracted when the extra rates correspond to extra benefit. 
If that benefit is immediate, none of the parties need suffer. Dema.nd is nDt slackened; 
rents do not fall. If the benefit is a future result of present outlay, both occupiers and 
Dwners will suffer temporarily in the ways above described. It is nDt true of differential 
rates that the Dccupier bears all the cost; of imprDvements by which the owner is 
ultimately benefited. 

(2.) As pointed Dut by numerous authorities,§ a rate Dn trade premises falls partly 
on the· custDmer, partly on the trader, partly Dn the owner, in prDportions difficult to 
determine: ceteris plJll'ibus, more upon the customer the greater his preference for 
dealing in the particular locality; Dn the trader the greater the IDss incurred by him 
in moving to another place (or business); Dn the D~ner the IDnger his term. The only 
remark nDt quite familiar which occurs to me is that the owner of old premises is not 
quite so defenceless as might be supposed, since he benefits by the competitive actiDn 
which is propagated from new premises in the manner indicated under head (a) 2. 

(c.) According to RicardD, " a tax 011 rent" [in the proper sense Df the term J . . . 
"would fall wholly olllandlords." But" a tax Dn rent, as rent is constituted" [i.e., 
true rent plus" quasi-rent," as we might nDW say J . . . .. would be a tax on the 
.. profits of the landlDrd." "The capital expended on these buildings, &c. [' the 
"buildinge and the improvements which are made by the landlDrd's stDck 'J "must 
" afford the usual profit Df stock; but it would cease to afford this profit on the 
" land last cultivated, if the expenses Df these buildings, etc. did not fall on the tenant, 
" and if they did, the tenant would then cease to make his usual prDfits of stock, 
" unless he could charge them Dn the consumer." 

This general theory must be applied with caution to the present circumstances_ It 
may be doubted whether English landlDrds expect their outlay on their estates to affDrd 
"the usual profit of stock"; the supply of such expenditure follows a special law, 
not that Df tbe general investment-market. MDreover, with respect to produce for 
which there is a wDrld market, such as wheat, the effect Df agricultural rating in Dne 
oountry upon the price must be insensible. From the first incident it is deducible, 
I think, that the landlord will bear some part of the tax Dn the quasi-rent; from the 
secund incident, that he will bear the greater part. On the other hand, as Mr. Blunden 
bas ingeniously observed, II the farmer will not be able to shift Dn to the landlord any 
burden which is common to other industries, in particular that part of the rate which 
falls Dn his dwelling-house, say /) pel' cent. Df the total agricultural :mte. Altogether, 
theory leads to the conclusiDn that the greater part of an agricultur~l rate falls on the 
landlDrd . 

• A dictum carrying the combined wp.ight of Ricardo's and Adam Smitb's authority can be quoted on 
the affirmative side of this vel'bal question. "The payment of this tax, then, would ultimately fallon 
" the occupier and gronnd laudlord, but' in what proportion this final payment would be divided between 
" • them,' says Adam Smith, 'it is' not, perhaps, very easy to ascertain:"_Ricaroo, "Political Economy," 
Ch. XIV. (Taxes ou Houses). . 

t Dudl~y Baxter has pointed out this difference very clearly.-" 'ruation of the Unitetl Kingdom," p. 65. 
t Compare Mr. Cannan's yuluable analysis of the cauSCtl of inequality in 10('081 rntes.-" Economic Journal," 

Vol V., p. 31. 
§ E.g., Professor Sidgwick, "Political Economy," 2nd Ed., p. 575, note; Pmfe"""r Baslable, "Public 

Fil1&nce,'J 2nd Ed" p. 421; Mr. Blu.ndeu, U Local Taxation," p. 55. 
II Local Taxalion, p. q 1. 
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These theoretical tendencies are masked by friction, the action of IV hicb seems to 
vary with the conditions of supply and demand. 'Under the conditions which prevailed 
when Mr. Goschen wrote his classical report on local taxation, it may have been true 
that a farmer could not insist on his landlord's reducing the rent in consequence of 
the imposition of a rate. Dudley Baxter may have been right when he wrote: "On 
" all the evidence that I can collect, I have little doubt, that, although in theory the 
.. rates are paid by the landlord, yet in practice and on the average of tenancies. a 
" portion of the rates does fall upon the tenant."* This portion was estimated by 
him as one-fourth. But under the present conditions, the "pull of t.he market" 
being against ilbe landlord, .. friction" seems to favour the tenant. I know of a case 
in which a set of agricultural tenants, threatened with a school board rate, declined 
to trouble themselves about the matter, averring their confidence that the whole rate 
would virtually have to btl borne by the landlord. I know of many cases in which the 
tithe rentcharge was transferred from the tenant to the landlord, according to the 
Act of 1891, without any concomitant increase of the rent. Friction, as well Ih~ 
theory, seems now to make against the landlord. 

(d.) Taxes on the transfer of property fall indifferently on both parties, now on the 
buyer more, now on the seller. t Adam Smith's dictum that .. taxes upon the sale 
of land fall altogether upon the seller," for that .. the seller is almost always under 
the necessity of selling," cannot be predicted generally of the sale of land including 
·hereditaments.~ But it is true wherever the proprietor has no use for the property 
except to sell it. One import~nt application of this theorem is that a tax on the 
sale of urban sittls, like a tax oil ground rent, falls altogether on the ground landlord. 

(e.) As to the incidence of a tax on trade profits, I have only one remark to add 
to the received theories on the subject. The difficulties which I have' elsewhere 
raised§ as to the mode in which a tax on the profits ofa particular trade is com
pensated by a fiRe in price seem to strengthen the probabilit.y of the tax acting af; a 
preventive to improvements of production which would otherwise have heen adopted. II 

(t.) Adam Smith's dictum that taxes on inheritance "fall finally as well aa 
immediately on the persons to whom the property is transferred" is substantially 
incontrovertible. But there is much to be said for the view'i[ that in propriety of 
speech such taxes fall immediately on the persons from whom the property is trans
ferred. It is they who have the power of evading the tax (by donation to the living); 
it is they who bear the burden of that evasion when they forego the luxury of bequest. 
Nor is Adam Smith's" finally" to be interpreted so strictly, but that this tax, like all 
taxes, will have diffused effects upon accumulation and production."* 

7 & 8. Primti facie some purposes may be distinguished as purposes for which 
taxation should be raised locally, namely, those of which the benefit accrues to the 
inhabitants of the locality exclusively; for instance, ameqities which conduce to pleasure 
rather than efficiency. Conversely the taxation should be raised by the central Govern
ment for certain other purposes, such as national defence. But there is a large 
intermediate class where the benefit cannot be altogether allocated either to the part 

_ or the whole, c.g., local police and education. 
The criterion thus afforded by the proportion in which the benefit is divided between. 

the locality and the nation does not, suffice to determine the proportions in which 
the expenditure should be horne. Where indeed the benefit accrues wholly to the 
locality, perhaps the expenditure should be wholly borne by the locality. But the 
converse does not hold, for it seems to be requisite for the sake of economical 
administration t.hat some expenditure which is chiefly in the interest of the general 
public-for instance, the maiutenance of the poor--should be largely borne by 
particular localities. A fortiol-i, the criterion is not available where the proportions in 
which t.he benefit is divided cannot bo ascertained. 

As Mr. Cannan says, " the expenditure does not fall into two cle!!rly defined classes, 
" and even if it did, the most consummate statesmanship would find it difficult always 

• TIL"altion of tho United Kingdom, 1'. 62. 
t Cf. Professor Bnstable', "Public ~'iDance," p. 547, and the present writer, "Economic J"lJurnal," Vol. VII., 

p. 49, pltr. 2. 

~
+ C.f. Mill, " Politi~n.l Eronomy," Book V., Ch. V., par. I, noto. 

U Economic JOUl'DRJ:' Vol. Y II., p. 59. 
I This preventive Rction i. indic.ted by J. S. Mill," Political Economy," Book,V" Ch. IV., par. 2, sub fillelll. 
'IT A. slIllgeOtro by Sir Robert GilTen in Q. 63,281 of the Royal Commission on Agricultural Depression. 
•• See Professor Bu.~tn.bll\ u Public If'inance,u Book IV., Cb. IX., par. 9; and compare the present writer 

"Economio Journal:' Vol. VII., p. 57, par. 2. ' 
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" .to reconcile the extension of the. area of chargeability with economy in administra
"tion."'" I,am prepared to think that here, as in Bome other subjects, no principl~ ill 
available except the general onew;hich justi:fie~ the method of comparin.g! and in some 
tiVrt, averaging the unanalysable Judgments glVen by competent authorities conversant 
with the circumstances .of each case. 

----------------
9. It is convenient t~ answer this question after Question 10, and along with 

Question 12. 

10. Ground rents should be specially rated, when newly created, in localities where 
a.n "unearned increment" has accrued to landlords. .A. contribution may thus, be 
obtained from a source which would not otherwise be tapped. 

This conclusion is at variance with reasoning which many experts have put before 
the Town Holdings Committees·t It has been argued that a3 a rate on the occupier's 
rent ultimately burdens the ground landlord, so a rate on the ground rent ultimately 
burdens the occupier. This reasoning seems to be incorrect in that it ignores what 
may be called the marginal character of economic transactions. If to each site there 
corresponded abuilding .of a certain invariable cost, then it might be true that, if the 
rate is added to the occupier's payment, an equal amount must be subtracted from the 
ground landlord's receipts; and, if the rate is subtracted from the ground landlord's 
receipts, an equal amount must be added to the occupier's payment-the builder's 
profi.ts being consta~t. But, th)lDretically, in general th? cost ~f the bui.lding on, .each 
site IS not to be conSidered as :fixed before. hand. The bUllder w1l1 push hiS expenUlture 
up to the point at which his last or" marginal" increment of outlay is likely to be 
only just compensated by the increase in the rent which he is to receive from the 
occupier. Accordingly, where there is a virtually ad valorem rate, the addition to the 
rate. due to the last increment of value added to the house must be paid entirely by 
the occupier. Therefore, if we may treat house accommodation as a commodity sold 
in a market,t the rate, not only on the marginal increment but on the whole value of 
the building, will be paid by the occupier. 

It may be objected that if the rate on the ground rent is applied to relieve the 
occupier, then the demand for houses being thereby inoreased, occupier's rents and 
ultimately ground rents will go up; the last ~tate will be no better than the first. 

This objection would have weight if it were proposed to apply the rate on each 
site to relieve the occupiers of that site. This proposal will be considered below as 
a case of division between the occupier and superior interests (see answer to question 
12). But here we are entitled to assume that the proposed ground rate is applied 
to the relief of occupiers generally, or, what comes to the same, to the execution of 
improvements for which otherwise additional rates would have been imposed on the 
occupiers. No doubt the improvements tend to increase demand for residences, and this 
increased demand will tend to increase the occupiers' rents. But this tendency would 
equally have operated if the improvements had' been executed at the occupier's expense, 
and the occupiers are gainers, by having them executed at the expense of the ground 
landlords. No doubt the increased demand for residences will tend to increase ground 
rent; but the occupiers will gain by having these fresh accretions of ground rent 
in part applied to further improvements.§ It would be a strange complaint against a 
newly discovered source that, after it had been tapped, it was apt to be replenished. 

• History of Localll.ates, last page. 
t See Evidence, 1887, Qs. 3,360 and 11,285; 1888, Qs. 2736,2837, 3188, 4442, 9355; 18!1l, Q. 1969 

et s.eq. (particull:l;rly lucid) ; see also Mr. Sargaot's evidenc~ before the Town Ho}dings Committee and his 
" U .. ban Rating," pp. 46-52. 

t Compare Marshall, "Principles of Ec:onomics," 3rd Ed., App. Note XIV. ... . 
§ The theory, as here st._ted, is .Dot touchecl by the exawples which Mr. Snrgant hIlS p<!duceu in his 

"Urban Rating,J (po 47 et seq) to prove that rates fall upon ground rent. His arguments are, perhaps, not 
aimed nt, at any rate they do not hit, t,he R'osition here taken up; that n specini rate on the ground rent faUs 
"ltogetber on the ground landlord. 

A case which hils been confidently appealed to (by the writer of the Digest of Evidence, given before the 
Town Holdings Select' ComlJlittee, Vol. II., p. 200), is adduced by Colonel SRckville West, .., .... nt for Lord 
Penrbyn, in his evidence before tbe Town Holdings Commission (1888, Q. 11,560, et seq.). Of two porisbes in 
the neiehbourhood of the Penrhyn quarries, the rates of cottages were paid in Llandegai parish by the lessor, 
Lord P(mrhyn; in Llandechid parish by the lessees, his workmen i- and the ground rent per house in Llandrgai 
was grellter than the ground rent in Llnndechid by almost exactly the amount of the rate per house, viz., 9,. 
This case is somewhat peculiar, in tIlst the ground landlord appears t(\ have been vh·tulllly a monopolist. 
However, the general principle that taxes on rent are borne by the landlord does not eutirely fail 011 that 
Recount. If the authorities had seen fit to impose a specio,l rate on the ground l'ont in the.se parishes, the 
landlord would probably have had to pay it all in Llandecbid. (Theoretically, indeed, be could shift a port 
of it by restricting tbe amount of land olTered.) In Llandegni, he would certainly have the resource of 
putting tbe ground rent on the .ame footing as that in Llandeebid. But where tbe interests are divided 
by competition there could be nothing analogous to this latter odjustment. 
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While thus holding that the proposal to rate ground rents is theoretically Bound, 
I hesitate in such a matter to follow pure theory veljdar without the support of specific 
experience. Possibly a rate of so .much per cent. on ground rents generally-or on any 
other scale that could practically be employed-would prove ilijflJ'l'ential, in the sense 
which hat; just been explained.· Perhaps the market for· house accommodation is 
not so perfect as the theory requires. Probably there are ser!ous technical difficulties 
in the way of applying the theory. It may be difficult to distinguish true ground 
rent. which is the object of the 'Pr.Pposed rating. from returns which the landlord may 
receive for the execution of improvements preliminary to building-for instance, 
drainage or road-making. It may be difficult to prevent the ground landlord from 
evading the propoHed rate-for instance. by accepting a fine from ·the 'building lessee 
in lieu of a portion of the ground rent. It may be difficult to define the region in 
which ground rents, having received an "unearned increment," are a fit object of 
special taxation. Moreover. the immediate relief to be obtained from this new source 
of contribution is small; since ground rents form only a fraction of occupation rents, 
and new ground rents are created infrequently in the situations where the higher 
ground rents mostly occur, that is, on sites which have already been built on. 
However, the source is likely to become more oonsiderable with the growth of 
population. 

It will be remarked that the special rating of ground values is here based ,solely 
on the presumption that an unearned inorement has aocrued to the landlord. The 
proposal is not applied to " improvements" in the ground. rent due to the landlord's 
outlay. It is not applied to ground rents already created. As pointed out by 
numerous expert witnesses before the Town Holdings Committee, such ground rents 
are fixed charges, which have not experienced any unearned increment. t They' have 
been largely bought by insurance compauies and other prudent investors as speoially 
Bafe securities; and they would seem to be very unsuitable objects for special taxation. 

11. The laws which have been enunoiated in Answer 6, for the imposition of a 
new rate; apply equally to the inorease of an old rate. The laws for the reduction 
or abolition of a rate are given as the negative case of the former. Thechief 
differenoe-beyond the change of sign-between the positive and negative case is due to 
friction. There is some reason for believing that friction resists an increase less than a 
reduction of rates. For one of the chief processes by which a change of rate is 
propagated is the competition between new and old houses, desoribed in sections (2) and 
(3) of heading Ca.) in Answer (6). In the case of a new rate being imposed, intending 
occupiers of new houses bid against aotual oocupiers of old houses whose leases are 
expiring. In case of a rate being reduoed, aotual occupiers of old houses whose leases 
are expiring bid against intending occupiers of new. The competition is naturally 
keener in the former case. A slight difference of rate may decide an intending 
owner to apply for an old rather than a new house. But a considerable difference. of 
rate may be required to determine an actual occupier to incur the trouble and e~pense 
of a move. . 

12. Division of rates between owner and occupier, whether by deduction or otherwise. 
profits little theoretically. If there is a perfect market in any commodity-it may be 
house accommodation, or it may be-tea-the imposition of an ordinary tax (or rate). 
disturbing the balance of demand and supply, resuJt.s in a rise of the price paid hy the 
consumer. But it makes no difference to the result, theoretically. whether the tax 
colleotor takes his share of the price from the hands of the buyer or those of the 
seller. 

The exceptions to this general proposition are principally due to friction. But 
~ere are some. exc~ptions valid even in t~eory. A tax by way of li?ence to produce 
IS, under certam circumstances. borne entirely by the produoer, as pOlllted out in the 
answer to Question 5. If. then, a tax of this sort is commuted in part for an ordinary 
tax on the consumer. the producor will, theoretically gain by the division. A oonsumer's 

• ('f. Answer 12. . 
t I .bould 00 pl'cpn ..... 1 to lIIodift this .tatelllent npon oblflining evidence that the CIIplta) value 0 80ch fixed 

clu\rgo. •• i. gene.'IlUy and nutlerinUy raised by an incrc."" in the value of the houses on which the ground ren~ 
is chnl'J('!d. I am .... urning (I) tlt"t, ... Mr. Snrgant says (Urban Rating, p. -101), «if it [the charge] is 
wt'\1 .<'<11 .... 1. the addition CIUl be but \tiding," and (2) tbot ilg"neraUy i. well _ured. 

R4 
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licence presents a similar incident. "In Holland," says Adam Smith, " people pay so 
'much a head for a licence to drink tea." If the licenoe was so muoh, irrespective 
of the quantity of tea drunk, and not large enough to deter many from beooming 
tea-drinkers, then, the "final utility" of tea not being sensibly affeoted, the tax 
would be borne altogether by the oonsumers. Aocordingly. thoy would be permanently 
gainers by the division of the impost with the produoers. 

I do not know that this theory has muoh bearing on house rates in this country . 
.A.broad perhaps, some exemplifications could be found. In Austria the "house
class" tax is proportioned to the number of habitable dwelli!lg-rooms irrespeot~vely of 
the style of architecture. .. The wealthy owner pays no .higher rate of ~axatlon on a 
" marble edifice . • . than the owner of a common brlCk tenement WIth the same 
Of number of rooms."* If this tax was not large enough to caUBe a material reduction 
of the number of rooms inhabited. the burden would stick where it hit; a division 
of the tax between owners and occupiers would be effectual. 

The following theory is more germane to the purpose in hand. If the occupier 
of a new house be entitled to deduct a portion of his rates from the ground rent, then, 
for reasons above aSRigned,t the ground landlord will be unable to shift this charge. 
Thus the oocupier of a new house will experience a real relief whioh will be propagated, 
by the influenoe of competition, to old houses ill the neighbourhood. 'I.'he rents of 
those old houses will be reduced, the rates remaining the same; so that, even without 
division, the burden would, pro tanto, be shifted to the owners. Division, thus fortified, 
would be even theoretioally effectual. 

The nunress thus afforded to the project of division is itself liable to give way. It 
is threatened by the competition with houses on cheaper sites. The ground rent~ in 
lIuoh situations will not be large enough to afford substantial relief to the ocoupiers. 
Intending ocoupiers of such houses will therefore, according to the theory stated in 
Answer 6 (a) (3), press in and compete against the oooupiers who are obtaining 
substantial relief by the deduotion of ground rents. The advantage promised by 
reduction to the oooupiers of houses with expensive sites will thus be shifted baok to 
the owners and, ultimately, the ground landlords. Things will oome round again, after 
muoh wasted trouble, to the status in quo ante.t 

However, it is a tenable suppositiou that residenoes in neighbourhoods where the 
ground rent of new houses is high and those in whioh it is low are very imperfect 
substitutes for eaoh other; that, even in the absenoe of friotion, oompetition between 
them is feeble. Aooordingly, the relief of oooupiers by a oertain percentage, say, 
30 per oent. of the ground rent, though it would amount to different peroentages 
of the oooupiers' rent in different localities, say 12 per oent. in central and 6 per cent. 
in peripheral neighbourhoods, yet would fail to disturb the balanoe of demand for 
houses in those respective situations. On this supposition the division of rates 
between owner and oooupier, buttressed by deduotion from the ground rent in new 
houses with newly oreated ground rents, might stand. As conduoive to the working of 
this arrangement the deduction .of a moderate proportion only, say a third, of the 
occupier's rent may be recommended. Presumably this proportion should be deduoted 
from the owner in the oase of old h011ses, in the oase of new houses with newly 
created ground rents from the ground landlord up to a' oertain proportion of the 
ground rent, say a third, and the remainder from the owner. 

It will be remarked that in this reasoning, as throughout the answers, it is presumed 
that in the case of a new house the owner does not pay the rate, since he expeots 
the ordinary profits on his investment--a circumstanoe whioh removes the case from 
the analogy of the inoome tax lreferred to in Question 12), sinoe the income tax, not 
being special to investment in building, cannot be shifted by the building owner. 

Apart from the speoial arrangement whioh is here propounded us even theoretically 
defensible, I think it probable that in virtue of friction, if im occupier by'whom a 
rate had hitherto been paid (Question 12) were empowered to deduct part of the 
rent from the owner, part of the burden would be thrown on the owner. 

Altogemer ::: am ciisposed to reoommend that "local rates should be divided 
between owners and oooupier." (Question 9) as a means to that end; whioh appears 
to me desirable so far as owners are, or are about to be, in the enjoyment of unearned 
inorement.§ But, before pressing this recommendation, I should require to be 
satisfied that the principle of taxing unearned increment would be fairly applied. 
Pe::haps some sort of court to make allowance for hard oases would be required. 
It should be observed that exemptions granted to individual owners would be 

• O'Meara, Municipal Ta.l·ation. 
t Compare Answer 10, p. 134. 

t See Ans .... r 10. 
§ Cf. above, p. 135. 
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ineffectual, since no individual could stand out for betrer terms than would be 
current in tho neighbourhood. Exemptions could ouly be granted in favour of (the 
owners in) regions or zones practically isolated from external competition. As an . 
additional precaution it might be recommended that the rule should not come into 
force until after the expiry of the occupier's lease; or at least not within some three 
years after the enactment. With these precautions the division could do little harm; 
it might do some good, and seem to do more. What seems may be as important as 
what is for the political purpose of appeasing discontent and getting municipal 
improvements adopted.-

Friction ill most likely to be "ffective when the effect required of it is not very 
great. Friction may resist the force of gravity on a slope of 30 degrees, but fail 
to do so on a slope of 60 degreea. On the score of friction. therefore, as well with 
reference to the special deduction from ground-rent above proposed, it may be 
recommended that the deduction should not be very large; say, a third of the occupiers' 
rent. This proposal may square with the fact that it is difficult to give the owners 
a voice equal fiG that of the occupiers in the imposition of rates. 

L3. (a.) The effect of :l progre88t·ve rate would be to lighten the contribution of 
the poorer householders and thereby probably to make the distribution of fiscal 
burdens more equitable; possibly, to make the working classes more efficient. This 
desirable result is apt to be reduced by friction in the numerous casest in which the 
rates are paid by the owners. ..tI. fortior. if, as testified by some.l the owners of small 
tenements act as monopolists. For in this case the relief of the occupiers will be, even 
theoretically, not indeed null, but probably less than in the case of perfect compe-
tition.§ And practice may lag even further behind theory. • 

(b.) An obvious tendency of rating property differently, according to it.9 character 
and purpose, is to divert demand to the more favoured conditions. But in the more 
important existing cases of such difference, e.g., between agricultural and urban rates, 
between rates on inhabited houses and those on trade premises, I do not suppose 
that this effect iii considerable. 

14 & 15. As to methods of raising revenue for local purposes otherwise than by 
rates, I suggest that accurate information should be collected as to the expedients 
resorted to in foreign municipalities. At the same time, attf\ntion might I>e glven to 
the teachings of experience abroad concerning the incidence of local taxation. 

I express the opinion that, if such :information is worth obtaining, it is worth 
printing legibly. 

F. Y. EDGEWORTH. 

Answers by Professor Bastable . 

• I. 
The classifioation given in l.'able D. may be described as flJ'l"mfllly correct, in8l!much 

a8 it includes the whole tall: revenue and does not count any part of that revenue more 
~han once. Regarded, however, as a scientific or practically instructive arrangement 
It seems to be open to serious objections. 

(1.) It suggests the idea that all taxation can be cut up into two great classes each 
with well-defined common characteristics resulting from, or at all events connected 
with. the presence or absence of the feature of being co incidental to property." An 
inspecti?n. of the table, however, shows that yery different taxes are grouped togetlter, 
while Blmllar taxes are separated. As an mstsnce of the former I may give" The 
Unredeemed Land Tax," and co The Inhabited House Duty;" of the latter" Bankers 

• Mr. Costelloe, among other wito_ before the Town Holdinos Committee, insisted much on tbe 
impossibility.of It"ttibg iloP!"Y"meJlca .dopted-tb. .. deadlock" of tbe present system. Cf. Final Report, 
1~911, p. "XI., "In our oplDlon Ute cbange would do much to remove Ul. seDse of injustice whicb wbiither 
U rightly or wrongly, is DO doubt at preseu\ very widely entertained. I. ' 

t AceoruillK to Mr. ~ant, three-fourtba of all the .... L-T ...... Hoidiag. C_".itt«, Q. 4364. 

t Cf. Mr. Costelloe'. eVldeoce before Ule T ...... Holdiag. Collllllitt«, 1890 Q. 4;;29. 
Cf. .. Economic Jouroal, n Vol. VII., p. 227, par. 1. ' 

I 1840'. 
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Notes" and "Railway Passenger Duty." Such defective grouping cannot be remedied 
by readjustments; it is, I believe, inherent in the classification, and results from the 
natural complexity of the tax system. To take one illustration, the various stamp 
duties (which to a great extent correspond to what are described by writers on public 
finance as "taxes on acts") cannot scientifically or correctly be placed in the same 
category as taxes !mposed directly on th~ yield of land or capit~l. They: are levied on 
wealth in circulatIOn and often affect gams from personal exertIOn or mixed revenues. 
°They have, besides, important resemblances to taxes on commodities. 

(2.) .Another objection arises n:om the vagueness in t~eexpression .. property." ?-,his 
term describes from the legal Side what the economist calls .. wealth," but either 
expression may be confined to material things (the res corporales of Roman law), or may 
be so extended as to include valuable rights which are not directly exercised over 
material objects (res intXYrporales). .Again, property is sometimes used as synonymous 
with" capital" or "reveltUe yielding wealth." It appears from tho inclusion of the 
produce of Schedule C under the. head of .. ~on-rateabloe property" that the widest 
meaning is the one adopted. This at once raises the difficulty that ItS " property .. 
includes all wealth its taxation should include taxation of commodities which are 
indisputably a part of the total stock of wealth. Either from tht' scientific or practical 
"point of view it is hard to perceive the advantage of placing a tax on the commodity 
t. houses" (where, be it noted, the duty is directly levied from the user) under the 
head of .. Taxes incidental to property" while a tax on the commodity" beer" (which 
is taxed in the possession of the producer) is put under the head of .. Taxes not 
incidentnl to property." 

(3.) The probable answer that would be made to the foregoing criticism, viz., that 
the taxes on commodities are really taxes on enjoyment and consumption, and therefore 
not on" property," would not excuse the laxity of terminology, but certainly indicates 
another grave objection-the treatment of the question of incidence. It is admissible 
in taking a preliminary view of a system of taxation to assume for the moment that 
the burden of a tax always remains on the first payer. In making a complete estimate 
of its effects it is important to trace the various shiftings by which the weight is 
finally distributed. It cannot be correct to assume at the outset the existence and 
established operation of some forms of shifting as is . done in the table. Thus it is 
assumed (a) that the whole mass of customs and excise duties is shifted forward 
from producers and dealers to the consumers of the dutiable articles, (b) that the 
excise licences on dealers and manufacturers are similarly shifted, (e) that the Inhabited 
House Duty is shifted backward from the occupier to the owner. Even if all these 
assumptions could 0 be justified by argument, they should not have been made without 
such justification, aud, when established, should have been carried out consistently. 

(4.) By the partial.introduction of the question of incidence it would appear that the 
old division of taxes into "direct" and .. indirect" has had some influence on the 
arrangement under consideration, and this belief is confirmed by the fact that almost 
51,000,0001. out of the 60,000,0001. of tax revenue described as "not incidental to 
property" is taxation of commodities. The balance of 9,000,0001. is obtained by 
taking about one-fourth of the income tax (i.e., the yield of Schedule E. and highly 
conjectural proportions of Schedule B. and part of Schedule D.) supposed to be due to 
.. personal exertions," along with the net post office revenue and some licences. .All 
other taxes are regarded as "incidental to property," but they, with the exception" of 
the" stamp duties" and the Inhabited House Duty are the" direct taxes" of the old 
classification. Weare thus led to regard the arrangement of the table as a slight 
readjustment of the well-known grouping of taxes into either" direct" or " indirect," 
which is now generally regarded as being too loose and imperfect for scientific 
employment. 

From these considerations it follows that the dassification of taxes must be more 
complex than the framers of the table believe it to be. The whole problem of 
classifying public revenues has recently be~n discusse~ ~y writers on finance,~ but 
personally I have seen no reason for altermg my opmlon that the most SUitable 
division from a scientific point of view is "Into primary and secondary. The former 
.. include those on land, on business and capital, on persons and on earnings. General 
" income or property taxes are a combinatioD of these primary forms. The secondary 
" taxes are those: (a) on commodities, tb) on communication and transport, (e) on 

• See Seligman "Classification of Public Revenues." Quarterly ·Tournal of Economics Apr!! 1895 
(Reprinted in Essay" i" TaJJatio". B .. tsbie, Public Fino,.". (2nd Ed.) Book II., Cb. 1 and note, 
Book ill., Chs.l and 4, •. s. 6-12. Flehn," Classification of Publio Finance" Folitical Science Quarterly, 
March 1897. 
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" commerce and legal transactions, (d) on transfer of property, (e) on successions," 
It must be added that heads Cd) and (e) of the secondary taxes have points of. 
affini ty with the primary taxes. 

But whatever be the most suitable or least unsuitable method of theoretical 
arrangements, I would venture to point out that such discussions are unnecessary 
for the purpose of the Commission. 

Its aim is to inquire' into the present system of local taxation, and especially into 
the relative contri butions of real and personal property. It has, further, to decide 
whether equity is at present attained and, if not, to indicate how it can be. 

For the~e objects t,he most important preliminary question is to get a clear view of 
the taxation at present falling on land and houses either immediately or through the 
process of shifting, and the distribution of the charge between the different interests 
concerned. No mere external classification and analysis of Imperial, or of Imperial and 
local taxation combined, will materially further this enquiry. 

Study of Sir E. W. Hamilton's important Memorandum strongly confirms me 
in the view taken above. While apparently accepting the classification of the Table 
(which seems to have been in a measure forced on Sir A. Milner by a resolution of the 
Royal Commission on Agricultural Depression*) the author carefully points out its 
weakness (pp. 37-39) and corrects some of its most misleading features. 

II. 
Several of the items which seem improperly placed even on the principle of the 

Table have been already indicated; such are the Inhabited House Duty, the licences 
on dealers and manufacturers, and the railway passenger duty. 

The apportionments between "rateable" and "non-rateable" property are also 
open to question. I would particularly instance the division of income tax on railways 
into two parts, though the whole is clearly a deduction from dividends and therefore 
falls on the yield of movable property. 

Another more than questionable item is the Unredeemed Land Tax, which is 
regarded as a .. tax on rateable property" instead of being excluded from the Table 
as being a "rentcharge" rather than a "tax." The possibility of capitalising and 
redeeming this so-called .. tax" shows conclusively its real nature. Were it not so, 
the capital value of the redeemed land tax should be counted as a still existing asset 
obtained from the estates redeemed. 

III. 

In respect to the Post Office revenue two different views of almost equal plausibility 
may be taken, viz :-(1) that which treats the Post Office as a State industry obtaining 
a monopoly profit through the economy which monopoly makes possible. We 
may perhaps with justice assume that under private competitive industry postal rates 
would not be lower than at present. Therefore the gain is in a sense" earned" by 
the State. But (2) we may also regard the State as only entitled to ordinary 
profit. on th~ capital it emI;>loys, an? t~en we ~ust hold that the surplus is a kind of 
taxatIOn. If this latter VIew (which IS, I think, the better one) be taken, we must 
"further note that this tax falls not on the whole but on a part of the postal service. 
It does not fall OIl the telegraphs, which do not make a profit, nor on the parcels 
service, which is open to private competition, nor, I would conjecture, on circulars or 
book post, which are carried at low rates. It really falls on letters which might, if 
this surplus were surrendered, be transmitted for a half-penny instead of the present 
penny rate. The charge is, therefore, on the writers of ordinary and commercial 
letters, ,:.6., it is in part, like excise and customs, a tax on enjoyment, in part like the 
stamp duties one on business transactions. 

IV. 
In dualing with (\ tax-system (the equity of any particular tax depends on the other 

taxes that co-exist with it, and the~efore cannot be determined by considering it alone) 
two g;ene~al standar~s may be applied ~s tests of equitable di.stribution, viz :-(1) Is 
taxation IU proportIOn to benefit received! and (2) Is taxation proportioned to the 
ability of the payers! If it were .possible to use the former principle exclusively it 
would be the proper one, but OWlUg to the nature of public services it is out of the 
question to attempt to say how mnch each citizen gains by his pllol'ticipation in the State. 

• See his Evidence 10 that Commission, Report, VoL IV ~ p. 471. 
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Rence the need for employing" ability" 01' "faculty" as the criterion of contribution. 
But the unavoidable limitations on the employment of the " benefit" principle do not 
hinder its use where practicable. Thus the whole system of .. fees" (what the French 
call .. tarr,es," as distinct from imp,sts, and the G!:'rman GebUhren) or, as they might be 
called, .. special taxes," is an example of the application of " contribution according 
to benefit." 

The "benefit" principle is of special importance in relation to local finance for 
(a) the demarcation of local from Imperial taxation is in. great part due to the desire 
to confine taxation to those who benefit, and (b) the servIces rendered by local bodies 
have more of an economic character, and more readily admit of approximate measure. 
ment than is the case with State services. 

It would seem, on the whole, that the distribution of taxation according to benefit 
should be carned as far as is practicable, the principle of" ability" being applied 
only to the remainder of the required revenue. Under actual conditions in the United 
Kingdom this would mean that the benefit principle would be an important, if not the 
preponderating, element in assigning the distribution of local taxlltion, while the 
revenue of the central government would be raised almost entirely in accordance with 
the canon of taxing according to ability, which may most conveniently be regarded 
as measured by amount of income. 

A further condition desirable, in order to make a tax system equitable, is that it 
should be " certain" 01' "stable." Certainty is here used somewhat differently from 
the sense it .bears in the second of Adam Smith's m.axims. It is intended by it to 
mark the fact that the economic arrangements of society are adjusted to the actual 
state of things, and that reasonable expectations are formed which would be disappointed 
by sudden and unexpected changes. This consideration applies with very different degrees 
of force to different taxes. It has little or no weight In the case of most alterations 
of an income tax or of taxes on commodities (though it is evident that a revolutionary 
change, such as the doubling or entire remission of the spirit duties, would cause very 
serious disturbance and los8 to sections of the community). Its force is greatest in 
those cases where contracts for lengthened periods are affected, and in which an old 
and established system has come to be regarded as permanent. 'rhe alteration of 
taxes (including rateR) on land and houses, and the readjustment of tax areas supply 
instances in which this canon needs particularly to be kept in mind. 

The truth contained in (or rather suggested by) the popular maxim that" an old 
tax is no tax," is, I think, fully expr'3ssed in the doctrine of "certainty," as just 
explained. Taken strictly the saying would imply acceptance of a thoroughly unsound 
theory of incidence, that of general diffusion, and might be parodied by the statement 
that "an old grievance is no grievance." The truth is that some old taxes (and 
grievances) are worse by reason of their protracted and accumulated effects, while 
others have their evils reduced by time, and cannot be removed without causing new 
injuries. 

V. 

It is extremely difficult to deal briefly with the subject of incidence. Definite 
propositions stated without the necessary qualifications are certain to prove misleading 
if not positively erroneous. I must therefore guard myself by reference to more detailed 
treatment elsewhere,* in explanation of the following statements:-

(1.) Taxes on commodities tend in the main to fall on the consumers, but 
exceptions exis.t in the case of (a) monopolies, where the monopolist frequently 
boars the burden, (b) of industries with much fixed capital where demand 
contracts with higher prices (is elastic). Here for a long time the producers 
bear the charge, Cc) similarly with very durable commodities, e.g., houses, 
(d) where the tax is a small one, and therefore too slight to lead to 
readjustment. 

(2.) Taxes directly levied on rent or on any differential gain are not shifted, but 
remain on the original payer. . 

(3.) Taxes on fixed capital are shifted with difficulty inasmuch as it takes time to 
reduce the supply of such capital sufficiently to raise its vaJue. 

(4.) Taxes on movable capitlll are generally evaded by migration, or are se partial in 
applioation as to allow of their transference to its users. 

• Bnstable, Public Finance, Book III., Cb. 6, 6, s. 8. Book IV., Cb. I, s. 9, Cb. 2, ss. 5, 12, Cb. 4, s. 10, 
Cb. 6, s. ) 5, Ch. 7, B. 7, Ch. 8, BS. 2, 6, Ch. 9, s. 10. . 

AIBo Seligman, Tile. Sltij'ting and Incidence of Ta.ration, whieb is in genoml agreement with preceding. 
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(5.) Taxes on employers' gains in general are not s¥fted, but special taxes on a 
particular set of gains are, unless (a). there is a monoply, or (b) the capital 
cannot be withdrawn wi~hout loss. 

(6.) A general tax on business profits is not transferred, and even if confined to 
particular kinds of business, its transfer will prove difficult unless there is 
great facili!;y for moving to other businesses. 

(7.) Taxes on commodities consumed by labourers may be passed on by them to 
their employers under fayourahle conditions. 

(8.) Taxas directly imposed on wages mayor may not be transferred. 
lt therefore appears that in dealing with qu,estions of incidence, it is specially 

important to consider,-
(a) the extent to which labour and capital are mobile or fixed, (b) the prestlnce 

or absence of monoply, (c) the existence of differentiaJ returns of which rent is a 
conppicuous instance, (d) the nature of the law of demand in respect to articles affected 
by the taxes under examination. 

VI. 
(a.) Broadly speaking this tax falls finally as well as immediately on the occupier. 

So far as demand for building is reduced by it the jp'ound landlord is affected, but 
this influence must be trifling. The t,ax has been long enough in existence Tor 
building profits to have been adjusted to it, but it is possible that in stationary localities 
its remission might enable house owners to get some more rent, and so far it falls on 
them, but this is also a small matter. 

(b.) The incidence of rates is more complex, owing to (1) their greater amount, 
(2) their inequalities, and (3) the varying applications of their yield. At first the 
charge seems to rest on the occupier, but his demand for house accommodation is 
reduced, leading to a lowering of ground rent and less investment of capital in 
building. Where a locality is stationary the increase of rates falls on tho houso owners, 
who would otherwise get more rent. Where different amounts of rates are levied in 
different parts of the same district, the extra rates are shifted back to the house 
owner, and in the case of new building tend to lower ground rent. A distinction has 
therefore to be drawn between the effect of the amount of rates general over the 
country which resemble the Inhabited House Duty, and the E'xtra amounts charged in 
the more heavily rated localities. It is even possible that owners of houses and building 
gro.und may gain by increases of rates outs~e their districts, which enable them to 
obtain higher rents. 

In specially favoured situationa, where building sites command a high, or what is 
usually called a monopoly, value, the ultimate incidence of rates is clearly on the ground 
owner. The occupier pays a combined sum of rent and rates equal to the value of 
the situation, the house owner regulates his ofter of ground rent by the cost of building 
and the rate of profit, so that ground rent is reduced by the estimated rates. 

The effects of the expenditure of rates must also be taken into account. In so far 
as their outlay is reproductive in adding to the value of the houses in the district, 
they may be said to come out of a fund created by their employment and thus to adapt 
a phrase of J. S. Mill's ro be .. paid by no on~." The." rote" becomes a "fee." 
instead of a" tax," and cannot be counted as a burden In the same way that It 
otherwise would. 

Rates on business premises are further complicated by the possible effect they may 
have on prices to consumers. An equal tax on all business premises in a country would 
be a tax on profits since it oould not be evaded by change, but a rate on such premises 
in a particular locality would appear to be shifted either forward to the consumers in 
higher prices or backward to the ground owners in lower ground rents. Owing. 
however, to modern facilities of communication the former is very difficult, and [ 
am iuclined to believe that in praotice special local rat.es fall mainly on the gains of 
the traders occupying t.he taxed premises who have established a connexion that gives 
them an extra profit. Here, again, tho advantages resulting from a proper expenditure 
of rates may either recompense the traders, or so attract consumers as to allow of higher 
prices being maintained. 

Finally, i~ is essential to take into account the slowness of the shifting process b 
the case of rates, and the diverse interests into which the ground ownership and that 
of the buildings may be cut up. 

(c.) The ultimate incidence of rates on agricultural land is on "rent" i.e., on the 
"return due to the natural powers of ~he soil." But where capital has been per
manen tIy invested in land IIIld has raised its value that portion of rates falls on t.be 
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capital so fixed. On an extreme hypothetical view it might be argued that this portion 
of the burden would" in the long run" be passed on to the consumers of agricultural 
products. Actual conditions clearly prevent this. 

(d.) Th~ expression "prop~rty " in this case also i~ somewhat a:mbiguous. Ordinary 
commoditIes are .. property' and yet a tax on theIr transfp-r IS held to fall on the 
ultimate user. Taking the term in the sense which, I presume is meant, viz., " land 
and capital," the old doctrine of the English economists was that taxes on land transfer 
fell on the seller, who was in need alid therefore had to sell for what he could get. 
Another view, favoured on the Continent, was that such taxes fell on the possessors of 
land at the time they 1C8'T'6 first irrvposed, since the value of the taxed property was reduced .. 
Personally, I believe that the effect is more complicated. In part the owners of land 
suffer, but purohasers also Buffer, as they pay more (the tax included), and so does 
llhe community in the greater immobility of land as an instrument of production by 
which it is kept. in less efficient hands. 

In respect to fixed capital the above considerations are modified by the unwillingness 
of persons to create it without adequate reward, hence a tax on its transfer will 
ultimately pass to the community or, at least to the users of articles made by the taxed 
capit,al. 

(e.) This has been dealt with in answering question 5 (see p.140), but I may add that 
in practice a good deal depends on the form of the tax. The French Patente, the 
various German "business taxes," and Schedule D. of the English Income Tax all 
come under this head, and yet have different effects. 

(f) I see no reBson for departing from the old doctrine that death duties fall 
.; finally as well as immediately on the payer," bearing in mind of course the remote 
possibility that they may be paid out of capital and thus reduce the accumulated 
wealth of the country, raise interest and lower wages. This would be the consequence 
as the particular method of imposition in their case. 

This is the most convenient place to notice two points raised in Sir E. W. Hamilton's 
Mem.oromilwm respecting questions of incidence. Sir E. W. Hamilton holds (1) that" a 
.. large part of the rates of Bond/Street and Oxford Street may be contributed by all 
" of us" (p. 39), since higher prices are charged to purchasers there, (2) that in the 
absence of economic friction the burden of rates on mines and quarries " is borne 
by the consumers of the produce" (p. 47). 

I .would respectfully dissent from 'both. these conclusions. As to (1), I believe that 
the rates fall on the ground landlord, whose rent is produced by reason of the high 
prices and not vice versa. As to (2), it is I think clear that rates like royalties fall to 
by far the largest extent on rent. I cannot see how if we accept in any sense the 
oconom~ctheory of rent we can regard such rates as importantly affecting cost of 
prod uction. 

VII. 

Assuming for the moment, and subject to what is said in the next answer, that the 
criterbn sought is one for distinguishing the duties of central from those of local 
government, it seems that there are certain classes of duties specially suit-able for local 
government, viz., (1) those which exclusively, or mamly, concern the inhabitants 
of the locality; (2) ,those in. which )nore effective,. including more economical manage
ment and, supervision can be attained by local administration; and (3) those in 
which varietyanq flexipility, are, ,required in order to . meet differing conditions. 
Maintenance of roaas, water supply, sanitary,measures may be given as examples of 
the :first class.. The ,poor. la-'ll' (arrangements are the best instance pf the second
'the. Ghief ,arguments against placing the relief of the poor under a central board, 
maintained by Impel'ial funds were derived from this principle. For the third class 
poli~e and education may be taken as examples. 
. It is evident that services at one time proper for local direction, may at another be 
advantageously given to the central government, since they may alter in character, 
,o:r in the area of their benefit.,. '... 

It is also to, be noticed that it.is only the first class that is assigned to local 
government in order to secure just distribution of the' burden. The delegation in 
t,he other classes is founded on genaral advantage. 

There is, accol·djngly. no suoh strong .ground for placing tho whole expense of these 
pervices on the locality concerned. -
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VIII. 
A full answer to this question would involve the introduction of' pdlitical . con" 

siderations as being more important than financial ones. Keeping to the latter;' 
the weight of evidence is in favour of two distinct systems, viz., (1) g'3neral, and 
(2) local, each raising its own revenue. Lord Farrer has forcibly insisted on the 
advantages of this separation. (Mr. G08e'Mn's F'inance, p. 54.) In order to secure 
the full benefits of the division it is, in addition desirable that the taxes to be levied 
by each division shall not overlap, but be as distinct as possible. Recent reforms 
in Prussian local taxation, and the proposals of the best American writers in reference 
to the loeal taxation of the United States are in this direction .. 

The sound principle of separating the two systems does not prohibit the assignment 
of specific parts of the general tax revenue for the assistance of local gov'lrnment. 
It may be necessary to relieve local bodies from undue weight of expenditure inculTed 
for gE'neral advantage, but this' method should be limited .to cases of real and serious 
pressure, and the mode in which the assigned revenue is distributed should be such 
as to secure relief to the proper persons. . . 

IX. 
The division of rates between owner and occupier seems on the whole desirable. 

In the case of agricultural land, it secures at once a portion of that shifting which 
would only come at the expiration of leases. or readjustment of rental. In the case of 
houses also it makes economic friction (so called) work for the occupier rather than 
against him (of course, I assume, as has been so often propo~ed, that the division is 
half and half). But with short tenancies and where competition is effective the 
question of division is a minor one. It also raises the problem of the representation 
of owners, who would otherwise be taxed without having any influence in the 
matter. 

X. 

I cannot see that any important advantage would be gained by the s'eparate rating 
of ground rents. There is, I gather from the opinions. of valuers, a great difficulty 
in making a separation between the value of the buildings and· that of the ground. 
Where the latter has a high value it is really taxed as explained in answer 6 (b). In 
the case of the smaller ground rents they exist under long standing contracts and are 
really rentcharges which frequently change owners. It would, of course, be feasible 
to distribute the rate proportionately over the various interests into which the rent 
may be divided, each payer deducting the amount per pound; 

As to the principle of valuation it should be that of taking" true market value" so 
far as it is disooverable. 

XI. 
Thid question is simply a variant of question 6, (b) and (e). Theoretically, the 

imposition or abolition of a rate, operates just as the increase or reduction of iii rate. 
The only difference will be in the extent to which occupiers neglect variation 'in 
established charges, as contrasted with entirely new ones.' . 

For the reasons already given, I hold that the rent of land tends to be lowered 
by (a) and (b), while it tends to rise under the influence of (e). 

At each new valuation or letting, the average amount of rates is taken into 
account as a deduotion from rent." 

In respect to other rateable property it may be said (in addition to answer 6 (e» that 
the more it approaches the charaoter of land-in Professor Marshall's terminologv the 
more its yield is a quasi-rent-the mOre will the influence of the changes enumerated 
be the same. It is because a proportion (generally a considerable one) of r'dotes restH 
on the occupier that changes are of such importance to him, and, further, (in this, 
like the farmer) he bears the temporary increases. 

XII. 
Like the last question, this is an inquiry as to a dpecial form of the process of 

shifting. The effect under existing contracts would be to place the occupier in 

• 'l'hi. i. borne out by the Poor LarD Report of 1832, which states that farmers preferred to place their 
labourers 00 t.he rates, which would be taken into account in valuing for rent, to paying them highel' W8'!l'.8 
which would not be so taken (pp. 00, 61, t:lvo. ed,) Judicial rents in Ireland are fixed with .. deduction for 
1'8&ea. 
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possession of the advantages that he would have if no contract were in force. In 
all cases too it would bring the influence of "friction" (i.e., custom, inm·tia, 
carelessn~ss 0; ignorance) to tell/or him, not as now, against him. 

XIII. 
I cannot see that this admits of a determiuate answer. The effect of applying 

.. different Bcales of duty" encourages the formation of those classes which are 
favoured, while it discourages the continuance of those that are differentially taxed. 
Higher rating of large prop~rties (i.e., large in value) "!,"ould tend to lower their rent, 
but it would also tend to r818e the rental of propertIes of small value which are, Il0 

hypothesi rated lower than they would otherwise be. . 
In the same way lower rating of property used for special purposes is so far a 

bounty on its employment for those purposes, and enables more rent to be obtained, 
bnt it is pro tanto a tax on the use of property for other purposes and lowers its rent. 

XIV. 
It is right to remark at once, that so far as can be seen, the principal local resource 

must continue to be found in the taxation of land and houses. Any other revenues 
can only be subsidiary. 

In accordance with this principle, I would suggest that (a) the remains of the land 
tax (or rather the rentcharges which bear that name) and (b) the Inhabited House 
Duty should be handed over to local authorities. The transfer of the latter would be 
only the accomplishment of Mr. Goschen's proposal made nearly 30 years ago. 

As subsidiary sources of revenue I would not,ice ;-
(1) Licences on business and communications. The remaining licences in the 

United Kingdom might be surrendered and greater liberty given to the 
lar~er local bodies in their imposition. The" horse and wheel" licences 
which Mr. Goschen failed t{) carry in 1888, would probably be used by local 
bodies. Drink licences also could be made more effective . 

. (2) What American writers describe as" franchises" or rents for special privileges. 
Tramways, water, gas, and electric lighting companies (where those businesses 
have not been taken over by the municipality), may fairly be made to 
contribute specially to local revenues. It is open to question whether the 
contributions of railways to rates might not in principle be treated as 
franchise charges and regulated accordingly. 

(3) Iu the case of important improvements benefiting definite properties, the American 
system of special assessments might he applied, subject, of course, to a 
judicial inquiry in each case as to its propriety. That these assessments 
have been badly used, affords no reason against their employment under due 
restrictions. 

If with these resources local bodies are unable t{) meet their growing expenditure, 
the remaining expedients are either the assignment of parts of the Imperial revenue or 
the transfer of certain items of expenditure from localities to the central government. 
Both have been to some extent tried, but there are grave objections to the extension 
of either. It se13ms plain that Imperial expenditure is on the increase, and circum
stances may at any moment '!rise that would put severe pressure on even so elaHtic 
a revenue system as the British one . 
. Any arrangement therefore which would definitely adjust the relations of central and 

local finance and, especially, force on ratepayers the advisability of economy and 
prudent administration, is eminently desirable. 

Answers by Professor Gonner. 

I.-THE EQUITY OF A TAX OB SYSTBJ.I OF TAXATION. 

Q!testion 4.-In treating of equity, especially in view of existing fiscal conditions, 
it must be obsel'Ved l.hat any tests which can be applied relate to the system of 
taxation, and not to any separate taxes. Taxation is the exaction from the various 
members of the State of contributions towards the common expenditure. To make 
snch equitable, and to prevent evasion, it has been and is necessary to levy different 
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taxes, \Vhieh, in many instances, are complemental, and not mereiyaQditional. This 
doctrine has been so frequently and authoritatively enforced by both fiscal writers al).d 
statesmen that it requires little further emphasis. It is true, indeed, that complaints 
are frequently made as to the equity of particular taxes, but these, when not arising 
out of a general and inexact use bf the term, are due in the main to the belief, either 
that the tax in qUf'stion falls upon and is paid by others than those whom it is designed 
to affect, or that the particular tax, by its imposition, or, if an old tax, by alterations 
brought about by time, occasions illequality in the fiscal system, and overweights it to 
the disadvantage of particular classes. 

To judge correctly of the equity of any system of taxation, we must arrive at some 
conclusion, not. only as to the particular standard or theory on which it is based, but 
a8 to the actual extent to which it conforms to such a standard. The principal 
theories of importance are two. According to the one, the amount of taxation 
contributed by the individual depends upon his" ability"; according to the other, upon 
the services rendered to him by the State, or, in other words, the exbmt of his benefit 
in the com'mon expenditure. This latter theory, which is wholly unrelated to the first, 
represents State expenditure and taxation l"ery much in the light of an ordinary 
mercantile transaction, the State, on its side, perfOl'ming a number of individual 
services on behalf of its various members, and these paying for such services as 
they appropriate and enjoy. Instances of such a relationship between the State and its 
membera occur when industrial functions capable of private management are undertakcn 
by a public body. Far more important with regard to the present question is the case 
where the expenditure in view of which specific taxation is imposed, while undertaken 
for the general good, reRults in additional benefits to particular classeR or individuals. 
This would seem to be more common in 10cs.1 than Imperial taxation. But, despite 
such instances and their obvious importance in the fiscal system of the country, the 
view that taxes are or should be proportioned to the benefits derived by the individual 
from the public expenditure does not seem to furnish an adequate theory of taxation. 
Not only does it ignore the true nature of the bond between the individual citizen and 
the country, and the distinction between the common interesta for which expenditure 
is undertaken and specific services which are, as it chances, more conveniently rendered 
by a publio body than an individual or number of individuals j but it suggests the 
apportionment among individuals of suoh items as the benefit of the naval, military, 
judicial, and civil, establishments. For these reasons it wouid seem that this view 
must be rejected as furnishing & theory of taxation or a standard to which an 
equitable system should tend to conform. Its importance is of another kind. 
It accounts for certain apparent deviations from what may be considered the correct 
theory. This applies mainly to those cases where, as observed above, the benefits 
conferred upon individuals are incidental rather than intentional. Local rRtes, 
for instance, are levied in respect of expenditure much of which enhances the value 
of real property in the district, but such benefit, however much it may serve as a 
reason for the imposition of taxation upon the land, is incidental. The object 
of looal expenditure is the general benefit of the district and not an increase in 
the value of landed property. On the other hand, in cases where public bodies 
perform services directly and intentionally with a view to private benefit, the payment 
made in return by those who enjoy these serVloes, and so made because they enjoy them, 
must not be confused with taxes oontributed in view of the furtherance of the 
common interests of the community. 

The other theory mentioned, that oontributions to taxation should be determined 
by the respeotive .. ability" of the individual, may be regarded as receiving a fairly 
general assent on the part of modern economists and financial writers. We may adopt 
this a8 the standard to whioh the system of taxation in a country should conform, 
always remembering that all taxes must be regarded as falling upon II person, and 
not on either property or commodities, save in so far as these are representative 
of a person. The main fisoal problem is to devise taxes whioh may affect the 
various members of the community in due relation to their .. ability" or fiscal 
oapacity. To achieve this, and to prevent evasion of an equitable burden, different 
methods of taxation are adopted, of which two require particular notice. Persons 
are taxed in their capacity as recipients or owners of income, and in theil' capacity 
al oonsumers of income. Between these two classes a distinction has been oocasionally 
drawn in favour of regarding ta'l:es on commodities which enter into consumption 
as less obligatory in character. It is unnecessary to point out the error of such a 
distinotion from a purely fiscal standpoint. Taxes are placed on commodities 
entering into consumption because, by their means, certain classes are affected 
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,:which . have. hithert~ escaped taxation, alld· other classes made tocontTibute niore 
: largely than would o~herwise .be the, case. ,·It..is true,no doubt, ,that -·theBe taxes 
;QlJ,n be escaped by a refusal to consume the articles in question, but;the possibility. of 
doing this. without serious inconvenience is a lIDark of ,imperfection in ,the 'taX"; 
while ,if such inconvenience is incurred, db is clear' that the individual cObcerned is 

· pellalising himself by not spending' his income in ,the way he desires. The 
meaning ofhi13 income to a man depends on the pleasure, or, to use the technical 

· phrase, .the utility, which he dorivesfrom its consumption; and to aV'oid: a tax by 
sacrificing some part of this pleasure or utility is much the same' as:striving to 
avoid ,the income tax by not receiving an income. Of course where commodities 
aro ,capable of being .substituted for oneano.theI', and are so substitUted with but little 
loss of pleasure, the preference in favour of one over the other being but small, 'great 
· Care .and skill is needed .in' the adjustment of 'different taxes. At the present· time 
considerable dissatisfaction is manifested! on accbunt of alleged inequalities between 
taxes on spirits and on beer, while those to whom alcoholic liquors are distasteful escape 

_ a considerable burden of taxation. . In this latter instance extraneous and non-fiscal 
motives have exerted considerable influence. But notwithstanding the possibility of 
.such escape, such taxes must be viewed in the same light as those levied directly on 
income. They are imposed in order to affect in due proportion the income-owning. and 
consuming person, and aronot to be regarded.as more voluntary in intent than these 

,pt,hers. ~rhose who pay them are as definitely taxed.:as those who contribute in other 
,ways less easy to avoid. 

'l'he thf'ory that taxation should be apportioned according to "ability" requites 
considerable definition before it can be accepted as a test· of the equity of any 
particular system. In the. first place, it must be observed that such apportionment 
aSSumes that the sacrifices or inconvenience undergone in the contributions of 
respective persons are equal, or approximately equal; but this is not necessarily 
nehie.ved by the exaction. from each of ,the ,same proportion of his wealth or 
income. But the question of. graduation., while important in view of the general 
equity of a fiscul system,. is: too slightly· connected with the' particular purposes 
of the present inquiry to deserve argument. 'Two remarks willsuffice.'fhe income 
or wealth of the individual i3 a sum of 'utilities and necessaries, comforts and 
luxuries. ,which such onables him to consume; and inasmuch as· in ·the choice 
of such preference is first given to those more keenly desired,. the deprivation 
actually undergone by different,. individuals, if their contribution towards taxation 

· be proportioned to their wealth or income, is very different in character. The poorer 
the man, the less easily dispensable any portion of the commodities he consumes, 
and the more acutely felt their loss. Secondly, grnduation has been recognised 
in our present system in several instances, as in abatement or exemption under 
the Income Tax; in the Estate Act, and in the Inhabited House Duty. 

If, moreover, fiscal .. ability" be regarded as represented by income·owning 
capacity, a distinction must be drawn according as incomes arise from personal 
e. ertion or property, in view of the smaller liability imposed upon those enjoying the 
latter of making provision for emergencies, for their own future needs, and the 
subsequent requirements of their families. Such inequality is regarded as met by 

· the death duti~s and, t~ som~ extent! by the taxes ~mposed on the ~ransfer of property. 
The foregomg conSIderatIOns raIse two questIons of great Importance, relating 

respectively to taxes on property and to taxes on rateable property :-
(a.) The greater liability of persons owning propeJ·ty, and deriving their income 

from property, to contribute to the revenue of the country as eompared 
with that of those who depend upon incomes due to personal exertion. 

(b.) The liability of owners of rateahle as compared with other property, Owing to 
. their contributions being, in part, due both to hereditary burdens on 

the land, that is, a special liability to yield revenue, and to particular 
benefita conferred by certain expenditure. 

'rhus, in applying the test of contribution according to ability, allowance must be 
made for payments due to the special ciroumstances enumerated. Only after such has 
been done can the theory be regarded as affording any standard of equity. 

There are particular diffi.culties in employing this test under our present system of 
taxation. One of these consists in the large proportion of taxation raised by 
imposts placed upon the consumption of some few commodities. The convenience 
of the customs and excise, so far as collection and administration is concerned, is 
obTious-not so their equity. Putting aside the small number of articles from 

_ which this large revenue i~ raised, and tho possibility of escape by changes in 
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'consumption, and the substitution o( untaxed for taxed commodities, the articles, in 
themselves cannot be regarded as entering .into consumption in any neceBEary relation 
to the respective .. abilIty" of different persons and classes. Owing to the practical 
difficulty ,of proportioning the duty, acoording to value, these taxes probably bear most 
heavily on the le88, wealthy classes. ' Graduation .inother taxes where it exists, 
88 in the income tax, to take the case ,most pertinent in this connexion, counteracts 
the hardships thus involved; but this relief is afforded only within very circumscribed 
limits, and the cl~s just above. the limit at which it stops is severely treated. On 
its expenditure and in comparison· with the classes above it, it is almost certainly 
taxed out of proportion to its" ability," while in direct taxes it obtains no corresponding 
set·off. . 

Again, onerous rates and, taxes on rent of houses and premises, in so far as they fall 
on the occupier or consumer, are levied in respect of expenditure. which does not 
stand in a necessary relation to " ability." " 

Another difficulty arises in distinguishing from other expenditure that which 
results in particular benefits to particular classes. In these cases there is a priM 
facie CBBe for the exaction of special contributions from persons thus affected, and such 
contributions should not really be regarded as taxes. It is worth noting that 
such expenditure is twofold in character, and. in consequence, a. similar distiuction 
attaches to the so-called taxes levied to meet it. The question arises in connexion 
with rates, some .of which are really a payment fOl" specific services rendered, 
while others may be looked on as a payment made because the chameler of the 
expenditure has been such as to enhance tbe value of the property ooncerned. 

It is, I thiuk, clear, that due allowance being made for the points urged above, the' 
system of taxation, with reference to which the question of equity is raised, must 
include local as well as Imperial taxes. 

So far as the correspondence of our existing system of taxation with the standard of 
fiscal ability is concerned, I would suggest the following conclusions as important:~ . 

(a.) Of existing taxes the larger proportion (that .is, 58'7 per cent. of the whole) 
stimd in no necessary relation to the supposed" ability" of the taxpayer. 

(b.) Income tax by itself, and irrespective of the question of graduation, does not 
oonform to the required standard. Under a .scientifically "equitable" system 
the income taxed would be the income available for purposes of liring, and not 

• that which, ill addition, must serve as a, fund ,out of which necesaary 
. provision for the future. must be made. . , 

(e.) In, ,the case, ,of; taxes ~n property, regard must be. had, to the particular 
grounds which may exist for considering, them as rectifying defects in the 
foregoing, or .BB being .of the nature of payment for special services.or 
advuntages. 

1I.-THI~ CLASSIFICATION .oF IMPERJAL TAXES. 

Question L-While agreeing with much that is urged by Sir Edward Hamilton 
in his Memorandum, as to the difficulties of correct and also practicable forms of 
classifying taxes, and especially as to the necessity of distinguishing between 
the questions of classification and ultimate iucideuce, I' rather dissent from his 
conclusion as to the desirability of the form' finally 'adopted.' The object of such 
clsssifio9.tion is, I take it, to exhibit the chief avenues through which Imperial taxation 
approaches the individual, and to do this with particular regard to the taxes imposed 
on property, and those not so imposed. Of course this is irrespeotive of the results 
brought about by the shifting of any such taxation. Here I differ as to the 
desirability of including the income tax with ether taxes levied on property, and 
this I do, in the main, for two reasons. In the first plaee the aim of taxation, as 
I have suggested above, is to catch the individual at his true fiscal value, or" ability." 
'Fhis, as it. seems t~ .me, 'is 'att:empte.dby ~axing him in' his income-Olcning and 
tnc.~-spend,ng cap~C/tIes. By' Itself, lDcome Imp'erfectly. repr~sents the. tru.e fiscal 
abIhty, a defect whICh, so far liS our own system IS concerned, IS largely rectIfied by 
the imposition of other taxes on property. In thiS contention" ability" is taken as the 
test of equitable taxation; and, further, it is 3ssumed tliat the main items in 
our system are capable of being placed in thesll classes, though it is 'not contended 
t~at th~ above have be~n t?e historical. reasons f~r their im,position. N otwithstBlIding 
dlfficnltlt"s as to cert:un Items, I thmk that, lD the moon, the three hp.adings of 
income, prope-rtg, and c01I8Umptitm are suitable for the purpose of classification 
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undt>r our existing system. In the second place I cannot but think that the 
classification in Table D. is somewhat unnecessarily liable to wrong interpretations. 
It suggests, for instance, a ?istincti~n between. taxes levied on income. accruing 
from proper~y, .and those I~Vled on l~cnme denved from per.donal exertion; .a?d, 
again, a simllanty betweenmcome denved from personal exertIon and commodItIes, 
as a basis for taxation. Further, it appears to me undesirable to place certain of the 
stamp duties (namely, 5, 6, 9, 10, 12-those alluded to by Sir A-lfred Milner in his 
Memorandum, p. 64) under tbe &ame heading as taxes derived from property and 
from income on property, whilst separating them from income derived from personal 
exertion. 

The most suitable form of classification would, I think, be as follows :-
I. ~'axes forming part of a general income tax and levied in respect of income 

derived from-
1. Property-a.: Rateable. 

b. Non-rateable. 
2. Personal exertion. 

II. Taxes incidental to the ownership, occupation, and 1 transfer of property, and 
not levied as part of a general income tax-

I. Rateable. 
2. Non-rateable. 

III. ': Taxes levied in respect of commodities, and miscellaneous forms of 
.- consumption--

I. Commodities. 
2. Miscellaneous. 

In any case the tax on incomes derived from personal exertion should be more 
distinctly separated from those imposed on commodities and miscellaneous. Its 
interposition between these is liable to misinterpretation. 

This classification has, I fully recognise, obvious defects. To meet the difficulty of 
local rates, the tax on income has been restricted to the instances where such income 
tax is general and levied on income, and not on income arising from a particular source. 
An income tax imposed on one particular kind of income should be regarded as 
imposed rather on the source of the income than on the income itself. But while 
the defects are obvious, the advantages are equally so. In the first place, taxes 
on income, consumption, and property are distinguished. This is important, not 
only from a scientific standpoint, but by reason of the different relation in which 
'these stand to the standard of. eq uitable taxation. It is, of course. true that final 
correspondence with such a standard is a matter of ultimate· inoidence, and tbat 
clas!!ification does not show tbis; but a system of classification shoulci distinguish 
between taxes which are 'obviously furtber distributed, and those which may 
or may not be shifted; between taxes shifted in one way and those sbifted in 
another; between taxes according to some standard of .. ability" and those justifiable 
in view of the defective working of these former. In the second place, where practical 
use is' made of a system of classification, as on page 43 of Sir Edward Hamilton's 
Memorandum, where the classified taxes of 1868-9 and 1895-6 are compared, it 
is important to know how far the changes which have occurred are due to 
changes in the income accruing on rateable property, on non-rateable property, 
and from personal exertion, or how far these form an index of the changes. The 
inclusion of part of a direct tax, that on incomes derived from personal exertion, 
with indirect. taxed, while. the remainder is separately classified, bas this. obvious 
disadvantage, that a. transfer of taxation from indirect taxes to direot taxes,ilffecting 
incomes, necessarily occasions an apparent increase in the taxes falling on property. 
When this amount of taxation· is levied by an indirect tax, all of this falls under 
the heading of "Taxes not incidental to property," whatever its incidenoe may be, 
but where levied by a direct income tax, a portion will be classified as falling 
on property. This alteration does not take place in any necessary- relation to changes 
in incidence. A particular ground for urging the separate classification of the income 
tax occurs in relation to the portion falling on incume accruing from non-rateable 
property. Much of the increase in the income tax under this heading' is due to 
the substitution of joint stock companies for private traders. The profits arising under 
the two systems are the same in nat.ure, but owing io differences in method, are, in the 
.one case, regarded partly as interest or income on capital, and partly as tradillg profit, 
but in the other case wholly as jncome OD capital. 
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Question 2.-Pas8ing to the distribution of particular taxes in Table D., there are a 
few points which !laem open to criticism. It woula be desirable to mark the close 
connexion between taxes appearing as miscellaneous and tbose on commodities; 
both being in the main levied on consumption. The separation of the dog tax from 
the tax on playing cards, for instance, is purely a matter of form. The same holds 
good in the main of the establishment taxes. In the case of stamp duties, some part 
of the till: levied on contract notes arises on fictitious transfers; but the impossibility 
of correct apportionment, together- with the smallness of the amount affected, is a 
sufficient reason for leaving the tax as it stands. But this does not seem to be 
the case with the other duties specially referred to by Sir Alfred Milner. With the 
exception of those on life and marine insurances, which I should leave where they are 
I agree with Sir Alfred Milner's opinion, that those dutics ought not to be regarded as 
incidental to property. They appear to me to be incidental to certain commercial 
operations which, like all commercial operations, are concerned with either commodities 
or services. i'hey are thus sometimes incurred when property is not only unaffected, 
but not even an incident in the operation. Their connexion with property is not 
essential. The arguments with regard to the peculiar nature of the land tax are too 
well known to require recapitulation. Its place by itRelf, rather as payment for release 
from particular burdens than as a tax, does not affect its position in the classification. 
i'he difficulty which arises in the case of income tax on the income of public 
companies and on income derived from personal exertion, has already been 
referred to. The business profit which is the remuneration for normal risk, as also 
for exceptional risk, in the case of companies stands related to capital, in the case 
of private traders to exertion. 

Question 3.-1 feel no doubt as to the soundness of the decision to regard the net 
revenue of the Post Office as a tax, and to place it under the heading of " Miscellaneous 
taxes not incidental to property." The matter is; it is true, not unattended with 
difficulties. but the most important of these seems to me to arise from a want of clear 
distinotion between the nature of taxes and their inoidence. Taxes are the contributions 
exacted from persons who are members of the State towards its general expenditure. 

If this is so, payments made by the individual to the State in regard of definite 
personal scrvices are taxes, in so far as they are in excess of the cost incurred. The 
mere fact that they are, in the first instance, exacted from persons availing themselvcs 
of these services is not sufficient to deprive them of the character of a tax:. Like any 
other tax, a tax on communication, which this net revenue represents, is open to the 
charge of arbitrariness in its imposition. . 

Many definitions of taxes are offered by various writers. In view of the considerations 
put forward above. I would add one. Taxes are contributions towards the general 
expenditure, Imperial or local, of the State, exacted by it from its members in respect 
of something they possess, or something they do. This definition, which corresponds 
in many ways with that laid down by Sir Edward Ha'lliIton in his Memorandum, if 
rigidly construed, removes from the category of strict taxes payments made to cover 
the cost of personal services rendered by the State. 

lII.-INcIDEliCB OF TAxES. 

Que8tion, 5.-Without a knowledge of the final incidence of the tllxes composing 
the fiscal system, any dAcision as to its equity is obviously impossible. Classification, 
which has already occupied our attention, is, when applied to taxes liS they are levied, 
only of use in so far as it plaCIlS together those which either are capable of similar 
treatment or approach the individual through the same avenue. Even in this 
respect its employment is of doubtful \1S0 since, against its advantages, must be 
plaoed the disadvantage of beginning an examination of facts by grouping together 
items which afterwards will have to be separated. It would be different with a 
classification of taxes liB they affect persons in their ultimate incidence; but then, 
such a classification would m~n the decision of the most difficlllt points before this 
Commission. 

Though incidence in the main must be discussed according to the capacity in which 
persons are affected by any tax or group of taxes (spending, earning, and owning 
capaoities), there are three general points which may be briefly dealt with. 

In the first place, there is the question of taxes on the poorer classes of the 
community. Broadly speaking, the doctrine of many of the more ri~id early economists 
was that taxes imposed upon this class, and not capable of 8VIISlon -88 those placed 
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upon non-necessary commodities are, would be shifted from .their shoulders ~y: rea~,)D 
of actual insufficiency of .means for aught but. bare physICal support. Tills VIew 
depended for its particular vali~ty upon the doctnne that tht! wages of labour, through 
·the eiastic response of populatIOn, not only could be. but actually were, forced down 
to the level of subsistence. The introduction of the theory ofa f)l1/I"iabl6 stand3rd of 
comfort and life. adapted to the particularstage of development in which the community 
found itself, deprived the so-called ~aw . of its rigidity, and so far as the shifting of 
taxation is concerned, of part of Its lmportance. What was once thought to be true 
of taxes on wages only, and wages were taken in the sense of payment for manual 
work,· and not as remuneration for all efforts and exertions;· is now seen to be true of 
wages just as it is true of taxes on profits, salaries, capital., earnings. and, ·in fact, 
on all the shares into which the income of society is divided. If this distribution 
'of wealth is regulated by any definite law. effected .through competition, an undue 
burden of taxation on. the r~muneration of anyone class of agents will lead to 
rectification of the distribution. 

In the second place. the shifting of incidencemust be looked on as arrested:fiscal 
loss. In other words, it occurs when the class immediately affected, by doing 
·something else, or consuming something else, is able, to IIscape· the tax. If a tax be 
.hnposed on a commodity for which .anoth~r can be easily substituted, the. con.sumet, 
BOoner than pay the augmented pl"ICe, wlll take the non-taxed commodIty Instead 
of the taxed commodity. Now, if the producers of ,the commodity thus taxed were 
monopolists, who· had formerly been able to gain more than the ordinary rate of return 
by right of strict monopoly, and this extra gain be larger in amOf\nt than the new tax 
iinposed, it will be to their advantage to pay the tax. The tax will be shifted on to 
thei:r shoulders. In a like manner the imposition of. a tax on incomes and profits 

· derived from a particular business will tend to deter people from entering that business, 
'unlilss the tax can be placed upon the consumer through an increase of price . 

. In the third place, the friction, uncertainty, and time involved in the process of 
" shifting" give definite force and meaning to the remark that" taxes tend to stick 
where they are imposed." 
· Incidence. when more closely approached, should, I think, be considered first with 
regard to taxes on commodities, or consuming .capacities and then with regard to 
taxes on incomes and property. ·Taxeson commodities fall, i.t must be remembered, 
on persons. and affect them by restricting their effective incomes or means of support 
and enjoyment. A man's income is not his , money income, but what he can get with 
it, and anything which increases or decreases the quantity of commodities he obtains 
affects his illcome. So far as production is directly concerned, taxes on cel"tain 

· commodities will finally handicap the particular. industries. Till, however, an 
adjustment of the productive forces takes place, considerable hardship will be inflioted 
on those employed in these directions, as the enhanced price will restrict the market 
for their products. But the incidence· of the tax is not deternrined by saying that it 
will be paid by the consume,s in the :first instance. Their payment of the tax 

· occasions a necessary alteration in their income, and what is important to note, in their 
income as compared with the income of . others. Commodities for our purpose may be 
divided into three classes: those which enter more or less equally into the consumption 
of all, and which may be described. as necessary, or articles customarily consumed; 
those which enter more largely into the consumption of the richer, and are more 
evidently of the nature of luxuries; those which are pure luxuries, and are rather 
· determined by individual choice than assigned by custom to a llarticular class. Now, 
with the exception of taxes imposed on those in the third and last class, taxes on such 
commodities may tend to di~turb the equilibrium previousiy established between .the 
·incomes of different classes. In this case shifting may take place. If, for instance, 
to take an extreme case, an ordinary necessary of life, sllch as bread, were heavily 
taxed, the strict wage-earning class would be more seriously affected than any other; 
and the question of readjustment between profits, interest, and wages would arise. 
Again, if the commodities of the second class taxed were those consumed wholly, or 
almost wholly, by ,profit-receiving classes, a similar queition would arise. If, however, 
they were such that the tax would progressively affect the more wealthy.of all kinds, 
the matter reduces itself to one of graduated taxation; or, again, the tax may be. such 
·as to fall on incomes in simple proportion to their size. So far as taxes 00 commodities 
·of the third class which form the subject. of individual choice are concerned, the final 
incidence of the tax: is on the consumer. But is tl;lis so when the tax is imposed so as 
'to disturb the relations between the incomes of the different classes among which. the 
'incOUle of society is distributed! Of course here it must be noticed that a tax which 
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produces such an effect inay be offset, alid its effects balanced by other t~ieEl. . But this 
does not affect the question of incidence. The countervailing tax is called for by 
reason of the shifting which takes place, or would take place. 

Taxes on commodities, though imposed on persons in their spending capacity, are 
paid out of· income or property, and thus they may be said to be shifted on to their 
income and owning capacities. They must be considered with regard to these. 

All taxes, both those levied directly· and those levied indirectly, either disturb or 
do not disturb the relations otherwise.existing between the incomes of different cla~ses; 
and different groups or ranks in those- classes. The distinction in point of theory is 
important, because when they disturb this relation there are specific grounds for arguing 
that the incidence will be shifted until readjustment takes place, and the equilibrium 
previously existing is re-established. When there is no disturbance taxes will rest 
where they fall, provided that no class is so placed that it is unable to bear the burden 
of taxation. This position was predicated by some writers as that of the wage-receiving 
class; but, for reasons urged above. this view is untenable. 

'l'he above statement is theoretical, and depends for its validity on the accuracy of 
certain hypotheses. Firstly, rents in their pure economic sense are omitted. Secondly. 
it is assumed that tbe incomes of the various classes. and various groups are adjusted 
and held in their place by the action of competitive forces, wberess at all times such 
adjustment is ratber a matter of tendency tban of existing fact. Without doubt 
the working of oompetition tends to bring about some correspondence between 
remuneration and income, and etlort; equally without doubt, in all societies, aud 
especially in a society varying so greatly in its coudition as does ours, there is at 
lany time a great divergence between these. Both tbe abstract theory, and the 
divergence between it and actualoonditions, are important (In account of one conclusion. 
In view of thetbeory, it has sometimes been argued that the mode of imposition of 
taxation is unimportant, inasmuch as the forces of competition will distribute the 
taxes in thfl same way, however impoAed. Such a. conclusion is thoroughly vicivus in 
theory. It is obviously dangerous in praotice since much time must elapse before 
final distribution ta.kes place. ·Even should this occur in the end, there would be a 
long period during which the wrong class or wrong persons would be taxed. Moreover, 
the theory on whioh it is based premises a competition which does not exist and the 
absence of monopolies or combinations which enable those imerested in the monopoly or 
the combination to obtain an income out of proportion to their effort, 'lond unrelated 
to other incomes. When such exist, correct imposition is of the very highest importance. 
Itll8sumes, indeed, that the relations between wages, profits,and rent depend on simple 
competition, an assumption which is, to say tbe least, only approximately correct. 

To return to the distinction between taxes according as they disturb or do not 
disturb the relations between incomes. Such relations are not disturbed by taxes 
which fall on commodities of the third class, that is, luxuries which are a matter of 
individllal, rather than of class or average class, preference. Again, taxes which affect 
the wealthier classes progressively, as also duly graduated taxation of a more dIrect 
character, may be held, for reasons previously suggested, to leave the relations between 
incomes, as represented by their utilities, undisturbed, that is, much as they would be 
were there no taxation. But what if taxes do disturb this relation? Does it matter? 

JI'he point seems to me to be of practical importance with regard to one of the important 
questions necessarily before the Commission, namely, the possibility of taxing property 
and capital; or incomes arising out of sucb, in a higher proportion than incomes derived 
from personal exertion. The possibility of taxing rents will be separately dealt with. 
The imposition of auch taxes is worse than useless if they occasion alterations in tbe 
competitive relations .between the different agents in production, and so are" shifted" 
through an alteration in the proportions in which the income of the society is distributed 
among the various clll8ses. 

It is not questioned that, in a state of competition, a tax laid on the earnings of a 
particular trade will be gradually" sbifted" through a rise in its remuneration, or the 
price of its products, until the l'ate of remuneration current in it and proportioned to 
the efforts involved, will stand in tbe same relation to the earnings of other trades 
which it previously held. In like manner it bas been urged ihat a tax falling out of 
proportion on any particular kind of income as wages, profits, or interest, on the 
.earninglJ of labour, of tbe employer, and of capital, will similarly distribute itself. 
Taxes and a system of taxation which affect each factor equally, thus leaving their 
proportions undisturbed, will not occasion" shifting." Let us take tbe case of mOSb 
practioal importance, that of taxes on all capital_ Here it is argued that such taxes 
·tend to occasion a diminution in the rats of saving, and theroby l'aise the share Qf 
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income in other words the interest. allotted to capital. Put in plain words. this amounts 
to the ~ssertion that taxes on capital are not paid by capital alone. but by oapital and 
labour the latter having to yield a portion of its share to induce sufficient accumulation. 
But the case is not so simple as it seems. FiIr.tly. 1\ tax on incomes derived from 
capital may f~ll very largely on i~comes ~ue .to. m?nopoly rights, which are a~ready 
stra.ined to theIr full extent. In thIS relatl()n It IS ImpOSSIble to pass over, WIthout 
notice. the views sometimes expressed to the effect that some part of the incomes 
received by those representing capital is due to the greater advantages they possess 
over labour in any question of division. It is practically suggested that they take 
what they can get, a.nd would be content with less if they could not get more. 
S6lJ()'TldlJy. it seems to me impossible to regard the contention that accumulation 
depends on the rate of interest as beyond controversy. The accumulation of wealth 
in a community depends on the particular comparison formed in that community, and 
at that time. between the conditions of the present and those of the future. The 
grounds on which such an estimate is based are many, and very various in character, 
and the rate of interest is but Ol1e element among many. ~'O assertfurther that, but for 
II certain rate of interest. capital when saved would remain unemplOYEld. is to ignore 
the conditions which allow of saving. The great mass of saving must take place 
through the employment of capital in some form of productive enterprise. Thirdly. 
it must be remembered that the great argument used in support of the special taxation 
of capital is the relief .o~ inc?me deriv~d from personal ~x~rtion, in view ?f thA necessity 
laid upon those receIvlDg It of savlDg. and thus aIdmg accumnlatIon of capital •. 
Thus, even if the assumption as to the detrimental effect of a fall in interest on 
accumulalation be true, it may be argued that, though the inducement to save is 
diminished, the fund out of which saving takes place is increased, those who possess 
incomes not derived from capital being under a greater impulse to save, and more 
likely to save. than those whose incomes are derived from capital. Such a consideration 
involves matters of difficult computation. 

Next. as to taxes which fallon rents. 'rhe apparently' simple rule that rent, 
being a payment for differences inherent in situation or fertility, taxes imposed on it 
must be borne by the landlord, is complicated in practice by certain circumstances. 
Filrstly, rent is used to describe payments not only differential in character, but by way 
of remuneration for investment of capital. Secondly. the existence of fixed contracts 
must be taken into account, as taxes may be imposed during theil' continuance. 
Thus taxes may be imposed, on the one hand, when the sum payable by the occupier 
to the owner is fixed for a short term of years; again, on the other hand. durin'" 
the course of a building lease, where the payment made to the ground landlord i~ 
determined. Phi/tdly, different scales of taxation prevail in different districts. In the 
main this is due to differences in beneficial rates. and such differences correspond, 
or are held to correspond, to actual differences in advantage. They may be due to 
differences in local management. 

The cases raised in the last sentences may be dealt with first. When differences in 
the scale of taxation. that is. differences in rates, correspond to benefits conferred by 
local expenditure, the occupier or consumer will obviously pay the rate. In addition to 
the usual advantages of a particular kind of house, or of particular land, he enjoys the 
benefits of the district. Such differences in rates are a payment for differences in 
advantages by those who enjoy them. Sometimes. however, these advantages are 
enjoyed hy those who do not pay for them. l'his happens when local expenditure, 
though paid for at the time by rates, resultll in ultimate improvements, the advantage 
of which accrues to the owner, or in the last resort to the ground landlord. .Again. 
at the time, property outside the district in which the expenditure takes place 
participates in the benefit. In this instance, too, an advantage is conferred on the 
owner or landlord. But differences due to local management being better or worse than 
the average. though, in the first instance, they affect the occupier, will, if maintained. 
come to affect the owner. 

n this Cpnnexion the whole question of beneficiall'ates needs some notice. It is 
ar ed thall these. being for services rendered, are paid for by the occupant, and, in 
poin of fact, suph a result is to be anticipated. though the mode in which it is 
attai d is more in,tric,:,te. and requires more precise statement than is thus suggested. 
If thes rates are 'JevIed according to consumption. their incidence on the occupier is 
obvious, ut where levied on rent. the power of the landlord to prevent the occupier 
shifting em may b~ .questioned. The power of the occupier to do so r~sts, of 
course, on he supposition that such rates, by affecting price, alter his position in the 
competition with bis landlord. Now, two things require notice. Firstly, these rates 
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are levied on a scale (i.e., the rent) which is supposed to correspond to the benelit 
enjoyed by the occupier. Secondly, they are levied in respect of expenditure which 
confers advantages either formerly conferred by private services paid for by the 
occupier, or new in character. In neither case do they, granted the COM'ectness of 
the assumptions made under these two headings, affect price, and cl)nsequently the 
position of the occupier is not altered with regard either to the landlord or, whlln 
using the houses or land for trade purposes, to the consumer. When the rent is not 
a corrcct scale some little shifting lIlay take place in process of time. 

Irrespective of alterations arising out of the foregoing, the circumstances enumerated 
under the first and second headings give rise to gr13at variety in the final incidence of 
taxes imposed on rents. There are two general rules. Taxes on pure rents, and under 
conditions of competition, faU upon the ground landlord, whether imposed directly 
upon him or upon the owner. In the latter case, the shifting of' the ~ali: may be slow, 
and, where leases for fixed terms exist, is postponed definitely for the given term. On 
the other hand, ta:8"13S which fall on the capital invested in and on the land, like taxes
on the profit'J on particular trades, will be shifted off the shoulders of the trader and 
borne by the conSllmers. Consumers of houses are like consumers of any other 
necessary commodity. They cannot dispense with the commodity, but they may 
diminish their cOllsumption of it. 

Q1testion 6.-In view of the considerations already laid down, the incidence of the 
different taxes and of the onerous rates may be separately treated. 

(a.) Inhabited House Duty. 

As this is not a local, but an Imperial tax, no considerations of differenoes between 
districts, with the corresponding influence of possible esoape, enrol' into discussion. 
It is levied on a consumable commodity, namely a. house, and thus will fall in the first 
instance on the immediate consumer. The consumer oannot shift i~ on to the owner, 
as in that case the profits of a partillular trade would be specially taxed. But as 
the tax is levied according to the rent, whioh inoludes both house rent and ground rent, 
the point arises as to the partioular incidence of this latter portion. In the long run, 
and ina state of perfectly Iree competitio~, uninterfered with by fixed contracts, this 
portion would fall on the ground la.ndlord but for one oircumstance, namely, that 
the tax only srises when land is put to a particular use. The occupant, who is 
the cause of the land being put to the particular use Buited. to his purpose, will 
consequently have to bear the tax on that part of the ground rent which the landlord 
can obtain if the land is used for cultivation instead of being given over to building. 
'l'he general question as to temporary differences in incidenoe due to leases, &c., will be 
discussed below. Finally, it must be observed that this tax is slightly graduated. 
This will affect the building of houses; and the shifting of a certain portion may occur, 
lmt this point will be discussed below (Question 13). 

(b.) Rate.~ le'vied on Houses and Trado Premises. 

For the moment we may leave on one side the possible shifting of the tax on to 
consumers, due to houses or premises being URE'd for trade purposes, and confine 
oUl'selves to the question of the incidence of taxes and rates as affecting the oocupier, or 
the so-called owner, or the ground landlord. Here we must take into account the 
partioular reasons which prevent the ground landlord from shifting on to others the 
taxes which fall on the ground ront. Under taxes, rates are here included. The 
land is not subject to further increase. and the payment, as its rent, is a payment 
in view of differences between one plot and another. But neither the one nor the other 
circumstance is present in the case of houses. Here rent is paid as a profit on a trade, 
and more houses can be built in partial competition, or existir.g houses enlarO'ed, if 
only it be worth while to build or enlarge them. Of course they will not be"built. 
that is, in the long I'lln, unless tho~o employed in the building trade oan add to the 
price taxes which would otherwise fall on their particular profits. In pure theory, 
and in long periods of time, it may be sai~ then, that the occupier will pay the tax 
which falls on the part of the rent whioh forms the profits of the builder, whether acting 
as owner himself or having transferred his rights to others; while the tax, so far as 
it fllila on the ground rent, will fall I)n the ground lnndlord. But in point of far-t, 
snch taxes are imposed while fixed contracts exist, and it is important to realise how 
far these temporarily interfere wit.h their incidence. Taxes imposed durin'" an 
occupying lense fall obviollsly on the ocoupant till the termination 'of his lease. "But 

l~_ u 
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what if taxes be imposed during the owner's lease, that is, after the owner and ground 
landlord have settled the ground rent for a long term of years! In that case, we must 
take 8S distinct that part of the tax which falls on the portion of the rent which is the 
builder's, and through him the owner's profits, and that which falls on the rest of the 
rent. It is, I think, clear that the former portion will fall on the occupier. But what 
of the latter part of the tax! It cannot fall on the ground landlord till the termination . 
of tile ground lease, as the ground rent is fixed, and is fixed in view of the taxes levied 

. at the time when :fixed, and of no others. But for these then levied it might have 
been higher. New taxes, however, will nut ~ffect it. ~ill this part of the .tax fall on 
the occupier or the owner! The assumptIOn llnderlymg the argument IS, we must 
remember, that tbe ground rent is fixed, but h!lre it must be noticed that this is only 
nue of the land on which houses are built, and of some other land. There will be 
land in greater or !Eiss proximity which can be taken in for building purposes. When 
such is done, the ground rent of the land thus taken in, on which new houses are 
constructed, will be fixed in view of existi~g taxes, including, ?f course, those recently 
imposed. Thus, when the houses are built, the owners or bUIlders of the new houses 
will be able to let their houses at a proportionately lower rent than woul d be possible 
if their ground rents had been fixed before the new taxes could be taken into 
account, and thus these houses will tend to be proporbionately cheaper, wholly 
irrespective of differences in rent due to differences in advantage and situation, than 
those the ground rent of which was fiKed prior to the new impositions. In other words 
the owners of the old houses will have to bear that portion which should fall on th~ 
ground rent, and which will do so at the termination of the contract. 

When houses and premises are used for trade purposes, the occupier will be able 
to shift on to the consumer (by an increase in the price of his products) that part 
of the tax which falls on the portion of the rent which forms the ordinary pI'olits of the 
builder and owner. But this would not take place if the profits of all trades were 
equally affected. In practice, such a case is hardly likely to ocour. Throughout it 
must be remembered that· lapse of time, with its changes, may really create a kind of 
~econd ground rent in the possession of the owner, as distinct from the strict earlier 
ground rent. Both are payment for differences in advantage and situation. Taxes 
on the rent, which is a payment for such, cannot be shifted on to the Consumer. 

(c.) Rates levied on Agricultural Land. 

In this consideration, the incidenc~ of rates as affecting farm-houses and premises 
is, I imagine, not involved. These are cases which fall under the foregoing heading; 
farm-houses, however, being buildings partly used for dwelling and partly for trade 
purposes. So far as the rent of agricultural land is differential, or pure economic rent 
it is of the nature of the ground rent_in the case of a house, and taxes levied on it 
fall on the landlord. This is on the assumpt.ion that such rents are rack rents, and that 
the rent is not paid .to encourage or compensate investment of capital in the improvement 
of the land. To such extent as 'one or other of these is the case the tax falls on the 
occupier, and will be shifted by him on to the consumer. To such extent, and to such 
extent only, do they hamper agriculture, by necessitating a rise in the price of its 
products. The tax which falls on the landlord will not be shifted on to the consumer .. 

The tax, so far as it falls on the rent which forms the prolits of the builder or the 
owner of the house, is in the position of a tax on certain profits. All occupations may 
be said to involve outlay of two kinds, the immediate outlay required to fit the 
product for sale, and the preparatory outlay which makes such employments possible 
and prepares the way for their exercise. One part of this preliminary outlay consists in 
the construction of houses, and of some kinds of permanent improvements in land. 
Owing to differences in the amount of sueh preliminary outlay required by different 
trades, and the fact that it is remunerated by a payment included in the'rent, one part 
of a tax on total rents may form a tax on the profita of particular trades. In the 
case of agr,iculture many improvements occur in the ordinary course of cultivation 
and these cannot be sa~d t? have ~e above consequences. Other permanent improve: 
menta are undertaken m ~ew of .lDorea~ed rental. He~e the rental calculated upon is 
proba.bly rental for a penod durlDg which the outla.y IS recouped, and after which 
the improvement, so far as it is unexhausted, may be treated as consolidated with the 
laud. 
, In this connexion it is perhaps useful to remember Ricardo's argument that in 

many cases impl'Ovement in fertility, while beneficial to the nation, would not lead to 
an iIlcrease in the total rental of the country, and might occasion a positive decrease. 
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(d.) Ta.OO8 on the 7'ransfer of Propert!l. 

Taxes levied on the transfer of property of various kinds are an obstacle to free" 
transfer, and must be viewed as taxes on a particular operation whereby a particular 
commodity comes into the possession of a consumer. As such they fall, as a general 
rule, upon the consumer through a rise in price, while, in addition, they may lead 
to a restriction in the consumption of the property concerned. It has been 
maintained that, in the case of re¥ property, taxes on transfer fall on the seller 
or owner of the property, for the reason that the offer of land and real property for 
Rale is occasioned by considerations rather of necessity than of price; and it seems 
obvious that when the supply is fixed, independently o[ the price, such will tend to be 
the case. When the property transferred is purchased in view of trade operations, and 
used by the purchaser to assist him in an industrial capacity and in the production 
of commodities, the tax will tend to be shifted on to the consumers of these 
commodities. 

(e.) Ta.U8 on Profits. 

Some of the questions involved in the consideration of taxes on profits have been 
discussed in the answer to the previous question (Question 5). Like II< tax on income 
arising from capital, or a tax on all capital, a tax on all profits will have a different 
incidence according as profits are determined by competition, or are in part, at any 
rate. the result of a monopoly advantage. 'l'axes on the income of capital have been 
treated of. 

(f.) Death Duties. 

~'hese are. in efFect, a tax on a very particular kind of transfer.' The objection 
1;aken to them on the part of early economists was that, as they were paid out of capital 
and 'not income. they would tend to diminish the stock of capital and thus hamper 
progress. At the present time the objections raised to them are. first, that they are 
easy of escape; and second, their bad effect on accumulation. With regard to the 
first. their rate should be so determined that the tax on transfer at death is not 
sufficient to overcome the great objection felt by possessors of property to relin
quishing control over their possessions during their lifetime. The differential scale, 
Rccording to which property going to distant relatives and strangers is more heavily 
burdened than that devolving on t,hose nearer of kin, really emphasises this. With 
regard to accumulation. the possible effect of such taxes in this direction has, I 
think, been often over-estimated. It seems to me to be slight. Indeed, at the present 
time, practical illustrations are said to exist in increasing numbers of a contrary 
tendency. So far are the taxes from discouraging the rate of accumulation that 
sinking funds and other methods have been adopted to mllet these duties. In these 
caStlS the tax is free from the objeotion urged by early writers. as it falls on income 
and not on capital; and forms, in actual fact, an increased income tax on incomes 
derived from property, and not from personal exertion. Where such methods are not 
adopted it may be looked on as a commutation of such a tax paid in a lump sum; but 

.in this case it may fallon capital, and not on income. 
It must be remembered that in the treatment of these particular cases, as indee';' 

in that of the whole question of inoidence, a state of fairly active competition is 
assumed. Defects in oompetition bring about a corresponding tendency on the part 
of taxes and rates to continue to be borne for a long time by those first affected. 
Hence the" importance where possible of imposing taxes directly on those who, even 
if they are indirectly imposed, would oome to bear them in the process of time. 

It is also assumed in the case of the rent of honses and premises that the 
conditions of the country are such that these are not fixed in number or amonnt, and 
that building. replacement. and repairs. are continually proceeding. When this is 
not the case, when, that is, the supply of houses is fixed, and the demand for them 
or for further accommodation is not increasing. the occupier will be able to force 
the owner or landlord to bear a large portion of the tax which natnrally aff6cts 
him in his house-consuming capacity, and tbis will continue'till tile supply is 
reduced. Such results, even though they may not be widespread. occur in the case t)f 
houses and of large improvements on the land, becanse both of them are durable and 
not capable of withdrawal like some other fonus of capital. 

U2 
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IV.-DISTINCTION BETWEEN LOCAL AND IMPERIAL TAXATION. 

Qttestion 7.-The difficulty of furnishing a clear criterion is mainly due to the fact 
that the division between the functions of the central government and local bodies 
in certain instances is determined by simple motives of convenience and administrative 
economy. Still, most of the functions nndertaken by local bodies, and forming 
the ·bulk of local ell1penditure, may be placed under two headings :-

(i.) Cases where the expenditure is undertaken for the particular advantage of the 
distric~, and its benefits appropriated in the main by those dwelling or 
possessmg property in the district. Under this heading comes the expenditure 
met by beneficial rates. 

(ii.) Cases where the need for expenditure is largely or, at any rate, partly 
determined by the administration. The poor law expendHure furnishes an 
illustration of this. 

So far as these are concerned, there seems to be a fairly clear and reasonable 
ground for distinguishing between the purposes for which taxation should be raised 
locally, and those for which it should be ro.ised by the central government. But there 
are cases of another kind. 

(iii.) Cases where functions are delegated to local authorities for purposes of 
administrative convenience and economy. Though economy is effected here 
as well as in the second heading, it is not effected in the same way. In 
this instance the primary need or occasion for expenditure is not so largely 
determined by the mode of administration. 

Question 8.-In order to determine how far, if at all, local expenditure should be 
borne by the central government, that. is, paid for, not by the taxrayer of the 
district, but by ~he taxpayer of the whole country, it is necessary to arrive at 
some sort of decision with regard to two &eparate matters. 

In the first place there is the general question as to the liability of the district, and 
~he liability of the country, in view of the particular purpose. Here 'IV" have to 
consider separately the three classes of expenditure. The first should obviously be 
borne by those who particularly benefit. So far, that is, as beneficial rates are 
concerned, the decision seems easy; they benefit those living in the district, and they 
fall mainly on the occupier. So far as differences in respect of such expenditure exist 
they fall entirely on him. In the ('ase of the' second, local liability seems clear, but 
it is doubtful if the incidence is so equitable. The expenditure involved under the 
third heading, it might be though~. should be borne by the central government. 

In the second place it must be remembered that the apportionment of taxation is 
entirely different in the local, from what it is :in the Imperial system. The larger part 
of Imperial taxation is so levied t.hat it does not necessarily correspond to ability. 
In the local system the correspondence, though not necessarily exact, is probably 
greater. Again, real property is more burdened under local than under Imperial 
taxation. A transfer then from local to Imperial taxes, or ViC6 versa, unless some 
particular adjustment be made, means not merely a transfer from the district to the 
country, but a transfer from one class to another class of taxpayers. In the case 
of expenditure of' the third kind, the right 'People to pay may Beem to be the general 
taxpayers of the country. This is not so in the other two instances. But even in 
the third case, or .indeed whenever change is suggested, attention must bu paid to 
the systllm of taxation as a .whole. That. system includes both local and Imperial 
taxes; and a change from one of these to the other may upset the balaI!.ce attained, 
and thus, though apparently equitable when considered apart, really' result in a 
disturbance of the imposition of taxes according to a standard of equity. 

V.-FORTIIER QUESTIONS. 

Question 9.-Some division of the rates between Owners and occupiers of real 
property is most certainly desirable, on account of the delay which occurs before 
the part falling on pure rent is gradually shifted oil' the occupier on to the owner. 
As has been incidentally pointed out, pure rent often arises not only in the rent 
. due to the ground landlord, to take the case of houses, but in the form of part of 
the rent duEo' to the so-called OWner of houses during the time of the ground lease. 
'1'hat is, the situation and otber advantages of position possessed by the house, 
have improved since the grant of the ground lease aud the fixing of the ground 
rent due under it. '£he aim of division is not to alter the final incidence of the • 
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tax, but to accelerate its establishment. So far as taxes stick where first imposed, 
division is obviously important. The same holds good of the rent of agricultural 
land, in which case the division of rates in the first instance is peculiarly important. 
Rates on agricultural land, to such extent as they fall on the pure rent are, in 
essence, a tax imposed on the landlord; but until they attain their final incidence, 
they fallon the income of the occupant, and thus on the profits on farming. Custom, 
moreover, exerts great influence in the regulation of rents, making them singularly 
irresponsive, and thUI enabling the p'pstponement of this final incidence. 

The proportion in which Buch division should take place is largely a matter of 
practical knowledge. I would suggest, however, that the rates should be levied c:::: 
the owner in a higher proportion when land is concenled than in the case of houses. 
If in the latter case the rates be equally divided, in the fonner the owner should, I 
think, bear two· thirds and the occupier on&-third. 

Questirm 1O.-The separate rating of ground values and rent to local taxation, 
if accompanied by a deduction of the rent (or the rent formed on the estimate of 
ground value) from the rent paid by the occupier, will in one case do nothing more 
than accelerate the shifting of part of taxes imposed during leases on to the ground 
landlord. As we have previously seen, final incidence will not take place till the 
termination of the lease, until when a burden will be laid on the owners of the old 
houses. This view rests on the assumption that the rates levied on the ground rent, 
or the estimated income of the ground value, will be the same as those levied on 
the other rent. In such case separate rating. if practicable, must be viewed as 
a method of securing the rapid shifting of the tax. But if the ground rent or values 
be more heavily charged, or if, what amounts to the same thing, the ground rent 
be taxed twice, once separately and once as forming part of the total rent, other 
considerations enter in. 

The special liability of ground rents and values to taxation, and in particular local 
taxation, has been urged on these grounds. . 

In the first place, the land is said to be subject to hereditary burdens with 
regard to taxation. Objection is taken to the basis on which services which had 
fallen into desuetude were commuted, and in particular to the artificial valuing of 
land in the case of the Land Tax. Further, the early incidence of taxation on the 
land has been alleged as an argument for regarding the land as the main and rightful 
source of revenue. These arguments apply to more than local taxation. With regard 
to the first, moreover, it has been answered that a bargain is a bargain, even though 
after generations may disapprove of the terms on which it was concluded. The 
second argument with reference to the historical incidence of early taxation is not 
conclusive, for it must be remembered that, at one time, the possession of land and a 
frae status were in inevitable connexion; the land was the badge of freedom. 

In the second place, it has been contended that the land is the natural source of 
public revenue, a view which any new community, or nation, or colony, would do 
well to adopt, at any rate in part. 

In the third place, the particular benefits :lccruing to land from public expenditure 
and national growth are given as grounds for a parti'cular liability to taxation.. This 
argument acquires additional force in the case of local taxation, which is raised largeiy 
in view of expenditure which affeots the value of the land. This is increased by the 
growth of population, by the development of various resources, and by improvements 
in the opportunities for leading comfortable lives and earning an adequate living; 
and while all national expenditure may be said to conduce to these, local expenditure, as 
Borne urge, is of such a kind as to be peculiarly effective and immediate in its action. 

In opposition to these views it is urged that special taxation of ground values 
would partake of the nature of confiscation, and in particular cause substantial 
injustice to those who have bou~ht land or ground rents instead of resorting to other 
investments, and in view of the moome they yield. Apart from general grounds this 
contontion would not necessarily be valid if such special taxation were introduced'to 
meet the changes occasioned by relief being given to local taxation from Imperial 
taxation, for suoh relief migh' be intended to lighten the burden on the 10caloccupiE'r 
und not on the land. Speaking generally, the objections urged to such special rating 
and taxation of ground values seem directed not so much against any injustice in this 
r,articular mode of taxation, as against its adoption under existing circumstances. 
They certainly indicate the need of great care in its imposition. But I think they 
are insuffioient to deprive the community of the partioular revenue to be derived 
from a fund so well suited to local taxation, and which owes so much of its present 
extent to general growth and public expenditure. 

ua 
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QuesliM l1.-Given certain conditions, the ren~ rec~ived by the ~wne~ ?f,land or 
ratoable hereditaments will be affected by alteratIons In rates, that IS, dl1nInIshed by 
their imposition or increase, and increaB~d by their ::eduction or aboli~on. . . 

The conditions are as follows :-Flrst, .the eXIstence of an actIve competitIOn; 
sEicond, the absence of custom so strong as to prove an effective check; third, the non
existence of fixed contracts. When these conditions are not present, rent will not 
necessarily be affected, and when these conditions are only partially present, as is 
the. invariable case, a considerable time will elapse before the full effect is produced. 
Even then, rent will not be increased or diminished by the full amount of the rates 
concerned, but only by that part of the rate which is proportioned to the pure 
economic rent, that. is, that rent which expresses the difference betweEou site and site, 
or land and land. So far as the rent is a return calculated upon and received 
on account of expenditure of capital and labour on the land, or in the construction 
.of houses and premises, the tax corresponding to it will fall on the occupier .. 

The theory.thus. stated rests on certain conditions, most imperfectly realised, and, so 
far as. actual practice is concerned, is mainly important as displaying the tendency 
which, but for the renewed interferences, would be realised over long periods of time. 
The creation of new contracts, the constant changes in rates, the influence of 
custom, prevent it from being more than a tendency. The effect of leases has been 
dealt. with in the answer to previous questions (5, 6), and this, together with the other 
interrupting agencies, constitutes a forcible argument for a division of rates. Further, 
it may be added that the rapidity with which the rent is affected by the shifting of 
the tax will largely depend on the respective keenness and competitive strength of t1:.", 
two parties, that is, the tenants and the landlords. Rents do not, as we know, readily 
adapt. themselves to alterations. in price arising from other causes, and it is hardly 
probable that they will prove more elastic when the alteration is due to a tax. 

The power of the occupier to shift part of the tax on to the rent, and of the 
landlord, in case of reduction or abolition, to increase the rent, is due to the cqnnexion 
between price and rent, and its ~ode of operation can be briefly summarised. So 
long as the tax falls on. the occupier, it involves a rise. of price, either, in the case of 
houses. of price to.him as paying both rent and tax, or, in the case of trade premises 
and. agricultural. land, of price of the product he sells; and, in consequence, the 
demand tends to be restricted. So far as the rent which forms the profits OD 

outlay is .concerned, the case is the same as that which occurs when taxes are 
levied on particular commodities. Outlay in that direction will cease unless the 
Ilrdinary rate of profits is assured, or thought to be assured, except, of conrse, in 
·the instance of monopolies. But the effect of that part of the tax which is 
.proportioned to the pure economic rent is different. Here the supply is in the 
hands of owners letting their acres at different rates, and the supply is and will be 
there. It is, 80 to speak, fixed and immovable. If the reduction in demand and price 

.. take place, some land or sites will faU into disuse, being naturally the lower in 
fertility or situation, and rent on those above them will diminish; but the desire to 
let will prevent this reduction, an'd force each landlord to take his rent less by the tax. 
The landlord who refuses will be outbid by those who offer their land at a reduced 

"rental, and thus disproportionately cheaper than his, the respective differences in 
fertility being allowed for. But such a result will be very gradual, and much delayed 
in its attainment. 

The case where a rate is reduced or abolished is the reverse of the above. 

(JuestiM 12.-1n abstract theory, and granted the assumptions enumerated in the 
previous answer, no difference would occur through the change of method suggested 
in the present question. But taking things as they are, and allowing for the 
friction which "is an inevitable element in social conditions, differences may occur 
through one or more of the following causes. The amount to be shifted, if the 
whole. or part of the tax be thus deducted from the. rent, may be altered. If only 
part of the tax be deducted, the amount liable in theory to be shifted would 

. probably be decreased. Again, the power of the landlord to procure a rapid 
adjustment may be greater or less than that of the tenant. And, lastly, the greater 
prominence and definition given to the question of the incidence of the tax by its 
formal deduction may have some influence, and consequently affect the time occupied 
in readjustment. 
,,'On the whole, I am ~nclined to think that the deduction of a part wonld facilitate 
such readjustment, as . occasioning imposition in greater approximation to final 
incidence. Furthermore, at present the whole burden of new rates, until the shifting 
of sl1ch. part as should fall .on others is accomplished, lies on the occupier, who, in 
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addition to the portion of rates falling on. him according to the laws of final 
incidence, is always bearing some other portion in the interval-often the long 
interval--elapsing before readjustment. 

Que8tilm la.-The result of such rating in both instances will differ ar,cording a8 it 
is viewed in its more direct effects under existing circumstances, and those whioh 
may be produced when it has been taken into account in building, improvement, and 
other ways. At the present time, houses have been built, and land improved and 
brought into cultivation, without ref~rence to changes in these directions, and, as 
houses and improvements are very durable, the owners of those houses and of that. 
land more highly and differentially rated would be seriously affected, and their rent 
would tend to be diminished. 1.'here would be a change in the direction of demand on 
the part of occupiers, unless the extra tax on the rent (profits) due to owners, and. due 
under these new circumstances, was paid by the owner .. 

But sllch temporary effects may be put on one side. 
Then, in the first case (a) the tax will be graduated on the total value, and the 

alterations in l"~te must occur with long intervals between. Under these circumstances, 
and especially if the difference in the scale of graduation be marked, there will be a 
tendency to avoid building and improvements which will just transfer the property 
from one class of rates to another class, and a consequent diminution in the total 
rental of the oountry. Further, in the case of house property, and this question is 
mainly important in the case of houses, inasmuch as value is determined by the 
tenement and not by the total value of tenements and ground per acre, there is a 
certain inducement to the ground landlord to build small property. Thus he will in 
all probability be able to force the occupier or consumer to bear the extra tax on 
higher value so far as that is proportioned to the ground rent. The occupier will 
have to bear that in addition to the tax falling on the building profits. If the ground 
value be separately valued, and rated according to acreage, the ground landlord will 
bear the graduated increments as well as the minimum tax. 

In the secopd case (b) the occupier of the property employed for the particular 
purposes more highly rated will have to bear the extra tax, not only on the strict 
house rent, but on the ground rent, except in so far as the ground rent which caD. be 
obtained for that particular purpose is in exoess of that which the landlord can obtain 
if the ground be used for a purpose not liable on the heavier scale. The part of the 
tax falling on this increase of ground rent will tend to be borne by the landlord. 

QU8sticm H.-One marked defect in the sy~tem of local taxation is the escape of 
personal property, owing to the alleged danger of hampering enterprise, and its especial 
mobility. A remedy for this can only be found by a resort to Imperial or central 
taxation, and to supplement local funds out of taxes raised by the central government 
is open to danger and abuse. At present the case appears to be much as follqws. It 
is not desired to tax more heavily the income derived from personal exertion. Again, 
fdal property is taxed together with other property, and by itself in rates. Personal 
property escapes more lightly. If this be the case. and without any minnte investiga
tion and discussion the relative proportions in which taxes should fall on personal 
and real property could not be determined, one of two alternamves presents itself. 
Either to adjust the property taxes in the Imperial system so that they fall ;more 
heavily on porsonal property, or to raise a new revenue by fresh additions to these 
taxes so far as they affect such personal property, such revenue to be kept distinct, 
and to form a fund out of which rates might be supplemented. The fund would 
be raised centrally, but ear-marked for local purposes. The temptation to bad local 
economy would have to be met by making the contributions subsidiary, and never 
allowing: them to bear more than. a oertain .proportion to funCis raised 10c~ly by ~ates~ 

Que.'ltwn I5.-There are two pomte to which I have already drawn attentIOn, whiCh 1 
snould like to emphasise. The one is the importance, in dealing with local taxation, of 
I'omel~bering that it doe~ nO.t form a system of ta~ation by itself. The system is 
co.nstl~uted by the combmution of local and Impel'lal taxes, and the equity of con~ 
tl'lbution ~y .anr clas~ of property own~rs or other l?e~Bon~ can only be judged with 
regard to It 1U Its entirety. The other IS the clear dlstmohon which should be drawn 
between oontributions to the revenue from income and from property. '£he latter 
contributos not only in its income, but as property. 

In conclusion, I append a brief summary of certain of the conclusions arrived 
at in the foregoing answers :-

(l) The 8yste~ of taxation, w.ith regard to which all questions of equity must be 
conSidered, comprises both Impel'lal and local taxes. . . 

U4 
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(2.) Imperial and local taxes affect the various tax-paying clllBses difft'rently, so 
that a transfer from one to the other means not only a change from local to central 
funds and 'Vice 'IIsrsti, but an alteration in the incidence of taxation. 

(3.)' Taxe" levied on (lomm?diti~s do not fall on persons acco!ding to their ability. 
The same is true, though possIbly In a less degree, of that portIOn of the local rates 
which is borne by the occupier of a house. or, in the case of trade premises and 
agricultural land, by the consumers of the products there produced. 

(4.) There are certain grounds for holding .that property is more liable to taxation 
than income. 

(5.) Real property in particular lies under very peculiar liability, which may be met 
by the separate taxation of ground values. 

(5.) The shifting of taxation is attended by very great delay, and in consequence 
the occupier is constantly burde.I\ed by taxes which finally fall on others, but which he 
has to bear until they achieve their final incidence. This gives grave importance to 
the division of the rates along the lines of final incidence. 

(7.) The difficulty of taxing personal property locally can be met by an adjustment 
of the property taxes in Imperial taxation. 

E. C. K. GONNER. 

Answers by Mr. Edwin Cannan. 

1. It is impossible to offer useful criticism of a chLssification without knowing for 
what purpose the classification is intended. In order to discover what this is, I must 
have recourse to the reference to the Commission. 

The reference seems to ignore the commonplace of economists which asserts that 
taxes cannot be defrayed by things,- but must. like all other payments, be defrayed 
by persons. It seems to ignore this commonplace not only, as Sir Edward Hamilton 
observes,* by speaking of property "contributing" to taxation, but also by its 
assumption that there can be equity in taxation as between different kinds of property. 
Now, in spite of Blackstone's phrase, the" rights of things,"t things cannot be wronged 
or Buffer inequitable treatment, whether in regard to taxation or anything else. It is 
necessary. therefore, to "interpret liberally" the terms of the reference, rather in the 
sense in which sacred writings, whether by theologians or economists, are "liberally 
interpreted" by modern teachers who shrink from leaving the shelter of the wings of 
authority. - That is to say, the Commission will have to Flndeavour to answer not the 
question actually put (which is impossible), but the question which would have been 
put if its framers had been advised by someone familiar with the most recent scientific 
discussion of the subject. 

The question which would have been put under those circumstances might, I think, 
have been divided into three branches:-

(1.) Is the present taxation! of persons in respeQt of property equal as between the 
various kinds of property'! 

(2.) Is it equitable as between different persons 1 
t:~.) If it is inequitable, what, if any, alterations In the law would make it more 

equitable 1 
The first two of these inquiries are perfectly distini:lt from one another, since a 

negative answer to the first does not necessarily involve a negative answer to the 
second, nor 'lJice 'IIersti. In my opinion any confounding of the two as they are 
habitually confounded in the press and on the platform would render the labours 
of the Commission, however arduous and- prolonged, wholly nugatory, if not actively 
pernicious. 

Accordingly, it appears to me that the Commissiou's first object in classifying 
national taKes must be to discover how far the present national taxation of persons in 
respect of property is equal as between the variollS kinds of property. For the purpose 
of answering the second question, how far the taxation is equitable as between person~, 
this first classification may be, and probably will be. altogether unsuitable. 

• Memorandum, p. a3. 
t Quoled with the same purpose as here in Bastllble, "Publil' ll'inauce," 2nd Ed., p. 255, note. 
t. I omit the words of the reference H for local pUrp08ei:\ JJ since it is conceivable (and is, 8S B Jnatter of 

{uct., argued) that certain inequalities and appal'ent inequities in the one kind of t:.\x8,ioll are balanced by 
cOrJ'e~pOp.dillg inequa.lities BDd apparent inequities in the other. 
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'l'he first thing to do, in framing the classification, is to divide the various taxes into 
those which are equal and those which are unequal as between the various kinds of 
property. I take it that a tax is equal as b~tween the var;ous kinds of property if 
its abolition would neither benefit the present owner~ of a particular class of property 
more than the present owners of another class of property, nor, by making a particlllar 
class of property a more desirable investment than another class of property, tend to 
increase thl> quantity of the first class in comparison with the quantity of the second 
class. In the shorter but more metaphorical and conseq uen tly daugerous language 
of everyday life, an equal tax in respect of property is one which" lays no peculiar 
burden" on auy particular kind of property. The term" burden" is used because the 
unequal tax, so to speak, weighs or presses down either the clear value to the owner, 
or the quantity produced and maintained in existen~~. 

Without going into minute details further than is done in Table D., we may say that 
the following taxes are obviously unequal as between different classes of property :-

Customs duties. . Playin!!" cards tax. 
Excise duties. Marine insurance tax. 
Railway passenger tax. House tax. 
Telephone tax. Land tax. 
Bankero' notes tax. Patent medicine tax. 

The Customs and Excise dutie~ have the effect of restricting the consumption of 
intoxicating be"erage~, tea, and tobacco. If they were abolished the capital employed 
in the importation and production of these commodities would incresse III comparison 
with other forms of capital. 

The abolition of the railway passenger tax would hoth benefit the present owners of' 
existing railways in comparison with the present owners of other property, and, by 
making rail ways a more profitable form of investment, tend to cause an increase of 
railways in comparison with other forms of capital. 

The ·telephone tax, which is none the less real because it happens to be called a 
"royalty" and to be hidden away in the receipts of the Post Office, is exactly like the 
railway passenger duty. It makes an extension of business on the part of the telephone 
company less profitable than it would otherwise be. Its abolition would both benefit 
the t.elephone company more than the owners of other kind~ of property, and tend to 
increase the proportion of the capital of the country taking the form of telephone wires, 
in~trumants, and exchanges. * 

The abolition of the tax on bankers' notes would disproportionately benefit the 
bankers who retain the old privilege of issning notes. 

The abolition of the tax on playing cards would lead to an increll.sed consumption 
of cards, alld consequently to the investment of a larger proportion of the capital of 
the count.ry in the machinery necessa"ry for the manufacture and distribution of cards. 

Tho abolition of t.he tax on mltl-ine insurance would teud to iucrease the proportion 
vf the capital of the country invested in the form of shipping. The abolition of the 
Inhabited House Duty would disproportionately benefit the owners of the eXdlting stock 
of houses of 201. annual value and upwards for a time, and would eventually tend to 
inrrease the proportion of the capital of the country invested in the form of houses of 
201. annual value and upwards. 

The abolition of the land tax would disproportionately benefit the owners of property 
at present subject to land tax. J t would al~o teud to increase the proportion of the 
capital of the country invested in the form of rateable property on the areas which are 
at present Rubjeot to the tax.t 

'1'he abolition of the tax on patent medicines would disproportionately benefit the 
owners of the patents, and would tend to increase the proportion of the country's 
capital inve3ted in things necessary for the manufacture and distribution of the patent 
medicines. 

The rrmnining taxes are either equal, or so nearly equal, as between different kinds 
of property that their inequality is not worth considering. The various stamp duties, 
doubtless, do not, when taken together, form an absolntely equal tax, but de '/1!inimi.~ non 
tum.! l<:.r. It would be absurd to inquire whether more receipt stamps and cheques are 
used in conue~ion with houses or with shipI'. The income tax and the death duties are 
both professedly ?qual. tax~s on all kinds of property, and in spite. of their n.ecesE>Rry 
and unnecessary Imperfections, the mere fact that Table D. (taken 10 conjunctIOn with 

• 1n sh(\r~ tho TUoihvoy passeugt'r duty And the lPlephone royalty 81'8 both viDgtieml"s, nnd liable to thp 
oh.i~d.i(lns whi('h ha\'e always lJe(>o IURdt" to tithes nnd ot·iJt'r tnxE'S on ~ros.. .. IH'oduf'e. 

t I ac:stlmt~ that roIVI8PI!:mlmt. within n pm'ish d~Rctul\ll.r t.ake plllcc when new mtcublc pro[.f'lty itii crEated 
then', fJ'('fJ br/olC', Question 14, fourth paragraph. . 
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the estimates of the valull of property furnished to the Royal Commission on 
Agriculture) represents them as unequal as between rateable aud nnrateable property, 
is not nearly sufficient to destroy the presumption in favour of their equality. The 
great inequality indicated by the table in the case of the death duties is presumably 
due to the fact that the changes made in 189-1 have not yet made themselves fully felt 
in Lhe returns. When this has taken place we may expect to see a somewhat higher 
rate in the £ or percentage yielded in respect of rateable property than in respect 
of non-rateable property, since, as a rule, rateable property belongs to richer people, 
whose estates. under the progressive scale, will be chargeable at the higher rates. . The 
inequality indicated by the table in the case of the income tax iii trifling, and probably 
does not really exist. Here, too, we should expect to find a higher rate in respect of 
rateable property, since it is not much held by persons whose incomes are small 
enough to entitle them to exemption or abatement. But inequalities of this kind, 
resulting from progressive taxation, are not inequalities of taxation as between different 
kinds of property, but inequalities as between persons possessing different totals of all 
kinds of property taken together. The abolition ()£ the progression would not make 
anyone more ready to buy or produce any particular kind of property. 

Now in view of the classification in Table D., and the evidence given before the 
Royal Commission on Agriculture, it seems that the next step is to ask whether the 
amounts raised by the unequal taxes can be disintegrated, classified, and Slimmed up 
in such a way as to show whether any inequality, and if so, how much inequality there 
is in taxation as between rateable property and unrateable property, each being taken 
as a whole. I am not prepared to deny that it is conceivable that this might be done 
by an omniscient statistician. He might discover and set down exactly the proportions 
in which the property affected by customs, excise, railway passenger duty, and the 
other unequal taxes, is divided between rateable and non-rateable. But no actual 
statistician approaches near enough omniscience to produce anything worth looking at 
in this direction. Moreover, even if correct figures were obtained, they would be of 
no use for the purposes of the Commission. The fact that one species of rateable 
property is more" burdened" than property in general, is not, and cannot be, counter
balanced by the fact that some species of unrateable property is more" bnrdened '.' 
than property in general. A special tax in respect of ships is no set-off' to a special 
tax in respect of houses. It is not possible to set off against the land tax the fact 
that carriages and dogs render their owners liable to taxation. In addition to all 
this, We have. to remember that the amount of tax collected does not measure the 
magnitude of the burden. The burden surely increases when the tax is marle higher, 
whereas the amount collected does not always increase with the heightening of the tax, 
and seldom increases exactly in proportion to it. A tax on some non-rateable article 
mIght be made heavier and heavier till it finaHy prevented any new capital being 
invested in that form. Then, as soon as the existing stock was consumed or worn out, 
the article would cease to appear in 'l.'able D.; but would this be any "relief" to 
non-rateable property? Obviously not. 

2. The classification in Table D. is valueless for the purposes of the Commission, 
because it overlooks the consiuerations mentioned under Question 1. But it is to be 
condemned for several other reasons. 

In the first place, following, I admit, numerous and high authorities, it distinguishes 
between .. taxes levied in respect of commodities" and .. taxes incidental to the 
ownership, occupation, or transfer of property." But what commodities are not 
property, and what property, with the possible exception of land,.is not composed of 
commodities? I know of no definitions of property and commodities which distinguish 
things into things which are property and things which are commodities.' Tho old 
distinction between taxes on commodities and taxes on property is a merely temporal 
one, i.e., a distinction ba~ed, not on the nature of the thing taxed, but on the time or 
times at which the taxation takes place. .A barrel of beer is taxed ·at the time it is 
produced; therefore the beer tax is called a tax on a commodity. A house is taxed, 
not when it is built, but annually while it remains in existence; therefore it is called 
a tax on property. If the house duty were levied on the builder, we should cai! it a 
tax on a commodity; if the wine merchant or the private epicure were annually taxeu 
on the stock of wine in their cellars, we should call the duties on wine taxes on property. 
j3ut this distinction is of no importance to the present inquiry, and the classification, 
as a matttlr of fact, does not adopt it, since the duties exacted from public-houses 
annually in proportion to their annual value (on a certain arbitrary scale) do not 
appear under" Rateable Property" ta.,es, but are huddled away under" Miscellaneous 
Taxes," the framers of the classificatioll having evidently thought that they were too 
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near akin to the taxes on the gallon of beer and spirits to be classified in the other 
main division of the TablE' as a .. tax incidental to the occnpation of property," 
which they ce!'tainly are. '£he same confusion probably is the cause of the strange 
classification of the carriage tax amI dog tax among" miscellaneous taxes," instead of 
among" non-rateable property" taxes, and to the setting down of the railway passenger 
duty under" Miscellaneous," instead of dividing it between" rateable" and" non
rateable" property. 

If it is once recognised that the 50,~28,0001. classified as .. taxes levied in respect of 
commodities," and a considerable proportion llf the 5,052,OOOl. classified as miscellaneous 
taxes do, as indeed is obvious, affect the interests of the owners of property in diverse 
(legreos according to the nature of their property, and also aBbct the distribution of 
the capital of the community between the various forms of property, it seems almost 
unnecessary to criticise the Table in further netail. I will add, however, that it seems 
vf'ry extraordinary to treat the ll. which I pay to the income tax collector on receiving 
301. for a term's lectures as a" tax levied in respect of income derived from persona) 
exertion," Rnd then to say that the penny stamp I put on the receipt is a .. tax 
on non-rateable property." And how is it that the receipt stamp paid for by my 
landlord when I pay my rent, is a tax on non-rateable property? 

3. Many definitions of the word "tax" have been proposed, bnt I know of none 
which would inolude just so much of the Post Office revenue as happens to be in excess 
of the amount expended in the year and no more. 

1 uelieve that the desire to reckon this amount and no more as a tax, arises from a 
somewhat dim impression that it is the sum which the State exacts in excess of what a 
private company, without any legal or natural monopoly, would have to be satisfied with 
for performing the same services.· But it is not. In the first place, such a private 
company would expect and receive about 3 per cent. on its capital in addition to the 
mere working expenses. We do not know what the capital of the Post Office is, but it 
must be very great, seein~ that all the more important offices are owned in fee simple. 
Seoondly, a company would raise new capital for rew buildings and the purchase of 
more land instead of defraying the expense as if it were current working expenditure. 
'l'j:lirdly, a company would not "encourage thrift" by giving away upwards of 
700,000/. a year to the depositors in the savings bank, by paying 21' per cent. on 
deposits which are invested in a stock which yieldij less than 2 per cent. t Fourthly, 
in all sorts of ways thA Post Office is not conducted as a commercial enterprise would 
be. For example, it spends more than a company would do in the less profitable 
districts. 

The only argument I know of in favour of treating the so-called" net revenue" 
alone as a tax, thus breaks down. If any part of the gross reveL ue is a tax, the 
whole must be. 

Whether the gross reveUlle is called a tax or not, does not strike me as being a 
v/jry important question. The State revenues which are always called taxes do not 
appE'ar to me to be divided by any sharp line from those which are never called 
taxes. If the Crown happens 10 have confiscated Borne pretender's land in the middle 
ages, and still holds that land, no one calls the rent of it a tax. If the Crown 
by the same or similar means happens to possess some manorial right or a rent
charge on some parcel of land, no ODe calls tlIat a tax. But the unredeemed 
portion of the charges on the parishes imposed by Parliament in the seventeenth and 
tixed in the eighteenth century is the .. land tax." Similarly, in local finance, though 
receipts of all kinds are very propArly included in the Annual Local Tax'Llion Retm7l8, 
no one calls the local authority's revenue from lands and houses or even gasworks 
.. taxes" or .. rates." About the revenue from waterworks there is occasionally a little 
he"itation; people are apt to say that the "water rate is not a rate," or something 
absurd of that kind. The revenue levied for the collection of house refuse and the 
disposal of sewage, on the other hand, is always called a rate and regarded as a tax. 

• I think tbis is implied in Sir E. 'Yo Hamilton's remark (Memorandum, p~ 37) thnt "the amount 
actun,lly expended br the State represents direct and immediate S<'r,;ce rendered to those who ,nite letters 
or seud tdeg'l'llms.' It would be nt least equa.lly trne to say that the amount reeeh"ed by the State 
rl'pl~'!'oI('nts direct lu!'r\;ce relldel"~d. If I put a Jetter in the pillor box rntber thun walk half a mile to deliver 
it hy halltJ, it is clear that 1 value tbe service reudert."d at one penny nt Ie-sst, and if its true value is to be takfon 
us Ic)i..!O thllu ,t. p~nny, it 111U~t ~l' a.ssumed thnt someout' would hu.\'£' l'nrrit'd the letter for less thun a peony if 
llH' P08t. Offioo monopoly }lIul bl'HD nbS8nt. nut to dt'at thorou!!hly with this question it would be necessary 
to cntor ou a di~lIssion of tho Au~trian thoory of value Bod Marshall's ('onceptioD of" CODgUmer'~ reut." 

t Ttl!' lo!'OS dons not IIPI)t'ur iu the sl\ving's bunk nccouuts; but that is the fault of the $Ccounts. Tbp 
8nh~itly to depositor:;! is paitl out of the int.t'ntst recci\·ed by the savings bank on a. fund whicb is the result 
of prolilnblo banking in previous years, and on which prt·sent depositol's hs\'e DO ciaim. 

X2 
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Obviously whether a particular form of revenue ill called a tax or not is only a 
question of degree. The water rate is more a tax than the bill for gas, partly because 
it is generally more difficult toO dispense with the public water snpply than with gas, 
and partly because t,he quantity of water taken is not measured, the payment being 
usnally regnlated by various standards iu combination, such as the value of the houea, 
number of water-closets, baths, and garden taps. 

In considering the " ~quity. of taxation." it is not desirable to adopt. any narrow view 
of the meaninu of taxatlOl?, SIDce the actIOn of the Stste must be considered as a whole. 
I should therefore not be inclined to exclude the whole or any part of the Post Office 
gross revenue from the present inquiry. 

I think there is no reason for supposing that Post Office charges affect different 
kinds of property unequally to any extent which can be appreciated or discovered. 
They may, therefor~, be,?l.assified al?ng wit~ the income.tax, death. duties, &? 

4 ... What is eqUIty ~ 18 a que~tion whICh has exerCised the mmds of philosophers 
for many ages, and is likely to do so for many more. It will not be finally settled, it is 
safe to say, by the present or any ot~er Royal.Commission. The ideas of mankind 
(the genus to which, after all, the speclee of phIlosophers belongs) have changed and 
will change, and moreover these changes do not take place at exactly the same dates 
in all portions of the world. But this Commission, fortunately, is not appointed to 
lay down rules of equity.for the taxation of the inhabitants (if any) of Jupiter and 
Saturn, but to point out where the existing system of raising public revenues in the 
United Kingdom is not in accordance with the idea of equity which prevails in the 
United Kingdom at the end of the nineteenth century. 

It will be asked at once, "Is there any' prevailing idea of equity' as to the raisinu 
" of public revenue in the United Kingdom? Are not the opinions of different classe~ 
" and interests so divergent that it is hopeless to expect general agreement in any 
.. conclusions"? It is, doubtless, true that nothing can be laid down on the subject 
which will not be vigorously denied by some philosopher or some professor of economics. 
But there are, I believe, several generalisations which will be agreed to either cheerfully 
or WIth no very great reluctance by at least nine-tenths of those who are capable of 
understanding them. 

(i.) The first of these generalisations is that when a particular means of raisinu 
public revenue, coupled. I£~th ~ partumla~ way of e:C'p~~ng t1",;t revenup, canno~ b~ 
supposed to affect the dIstnbutlOn of wealth between mdlvlduals III the sense of making 
it different from what it would be in the absence of such State action, the qu~stion of 
equity does nut ariee at &ll. 

If, for example, it is found that of three suburban residents Smith pays a private 
individual6d. a week to come and remove his house refuse. Jones pays him 5d. a week, 
and Robinson 3d., and then tbe State, in the person of an· extending .. urban 
district," steps in and takes over the busmess of dust-colleetion, performing it no 
better and no worse than it was performed before, and charging Smith, Jones, and 
Robinson a penny in the £ on their ho.lses, which are rated at 312l., 260l., and 156l., 
then no question of equity can be raised as betweeu Smith, .Tonf's, and Robinson. The 
position of cach compared with that of the others remaills exactly ss it was, and it will 
not occur to t.hem as ordinary per~ons to allege that the fact of the State baying for 
the general convenience taken over a particular business is a reason for alteriug the 
distr·ibution of wealth between them. i'his example is typical of the whole mass of 
expenditure which is now usually called" beneficial," in contradistinction to .. onerous" 
<:Ixpenditure. It is true, of course, that in no one case is what may be called the 
.. private en terprise cost" of a particular service exactly proportionate to the rateable 
values of all the property in the district. It is certain that with regard to uust 
collection, taken apart from other municipal services, rateable value does not form 
anything like an exact standard. But with regard to all the various municipal services 
of a •• beneficial" character taken together, it forms as exact a standard as any which 
can be obtained consistently with performing the services economically. To charge 
accurately for dust collection, a local authority would have to selld round with each 
cart a weighing machine to get the weight, a dry measure to get the bulk, and a 
smellometor to get the offensiveness. 1& would have to keep each person's refuse 
separate, so that acco~nt might be taken of the value of any special articlE'S in it. 
A departmental commIttee of the Lucal Government Board would sit from time to time 
to determine whether pounds avoirdupois should be multiplied by cubic feet or whether 
the cubic root of the pounds should be multiplied by the square root of the feet. 
Minute account keeping of this kind prevailfld in the great houses of the Middle Ages, 
and survives in the kitchens and butteries of some Oxford colleges, where toast and 
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water is charged !a., but ;s totally unsuitable to modern civilisation. Talang the 
variou~" benelicial" services together, the rateable value of the property is a sufficiently 
accurate standard. It was not adopted by any sudden resolution of the legislature on 
the recommendation of a Commission advised by experts, but has been gradually 
adopted all over the country by tho spontaneous desire of the persons chiefly affected. 
In some cases other standards still survive. For example, though in many towns the 
local authority cleans the pavements and ~he Clost is thus borne in proportion to rateable 
value, in others the occupier of each house is expected to clean the piece before his own 
premises, and the cost is thus bjJrne in proportion to length of frontage multiplied 
by liability to splashing from the roadway. 'fhere is no probability that a change 
which has been accomplished so gradually and so universally BS the abandonment of the 
old standards in favour of tho standard of rateable value is regarded by any considerable 
proportion of the persons concerned as inequitable. 

(ii.) The second generalisation is that when a particular molans of raising public 
revenue coupled wHh a particular way of expending that revenue, does affect the 
distribution of wealth between individuals, it will be inequitable if it causes the 
distribution to be more unequal. 

The average or ordinar,r person holds vaguely in his mind three different and wholly 
inconsistent principles with regard to the distribution of wealth. He believes:-

(A.) That incomes should be equal, with some modifications to meet differences of 
need. 

tB.) That incomes should be proportionate to moral merit. 
tc.) That incomes should be proportioned to the value of the services rendered by the 

receiver. 
On some occasions he follows almost exclusively one or other of these three 

conflicting principles. Adrift in a ship's boat on the Atlantic, or in charge of the 
administration of a hospital, he follows thl' first or communist principle. In his 
almsgiving to individuals he follows the second, which we may call the day-nursery 
principle. In his ordinary business transactions he adopts the th,ird principle. But 
in regard to the raising and expending of public revenue ho wavers between the three. 

N ow it happens that a man wavering between these three princi pies is certain to regard 
any action of the State which will increase the existing ineqUality of wealth as 
inequitable. Such action will obviou8ly be inconsistent with the first principle. It will, 
if 'general in its operation, be inconsistent with the second principle, since there is no 
reason at all for believing that the rich as a class are more meritorious in as great a 
degree as they are richer than the poor. Tt will also, if general in its operation, be 
nconsistent with the third principle, because the very rich are very rich as a class, not 

so much in consequence of any services performed by themselves, as in consequence 
of inheriting property. Any action ofthe State, therefore, which increases the existing 
inequality of wealth, except in a very partial and unusual way, will offend the ordinary 
person's conception of elluity in distribution, no matter which of his three principles· 
happens at the time to have most prominence in his mind. 

Whether this is, so far as it goes, It correct account of the origin of the idea that it 
is inequitable to cause greater inequality by State action or not, there is no doubt 
about the fact that State action causing greater inequality is almost universally regarded 
as inequitable. To show that. on certain principles, it would he necessary to tax the 
rich at a lower percentage on income than the poor is considered a reductio ad absuI'dum 
of those principles.-

(iii.) The third generalisation is that State action which reduces inequality of wealth 
will be inelluitable unless the reduction is carried out in a fair and proportionate 
manner. To this generalisation universal assent will be given, except by landnationalisers. 
It means that no inequality of treatment shall be meted out as between individuals 
possessing similar amounts of wealth; to tax Sir Gorgius Midas 10,0001_ specifically 
fl)\' the benefit of Mr. W. Sikes would diminish the inequality of wealth, and yet would 
be flagrantly unjust. This may seem an absurd example, but it is only a strong case_ 
li a more likely one is required, take the proposal of land nationalisers for II special tax 
on a particular form of property, which, in this country, at any rate, is so largely held 
by the wealthy, that a ~pecial tax on it would probably reduce inequality. The 
proposal is by the ordinary person very rightly considered unjust, because it deducts 
unequal amounts fr~m A., who has 10,0001_ worth of land, and from B., who has, say, 
lO,OOOl. worth of shlps. 

(iv.) 'rhe fourth generalisation is one iu which all except revolutionary socialists 
agree. It is that it is inequitable to disappoint legitimate expectations. Of course. 

-------~ -----~-
• llusLuhle, "Public ]'iDtl.U(I'," 11k. nt, Ch. iii., § 2, 2nd. Ed., p. 2H4. 
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the difficulty here is to say whitt are legitimate expectation~,. and it is' qui~ hopeless to 
expect.any two persons to agree absolutely as to where legItImate expectatIOns end and 
illegitimate expectations begin. It is and must remain merely a question of degree. 
But the generalisatiou is not useless.'· It explains to a great extent the otherwise 
curious phenomenon that the ordinary person is so much guided iu his opinion as to the 
equity of new progressive taxation by the nature of the scale chosen. The establish
mentof a slowlv rising scale, which never reaches any very large percentr.ge on any 
actual income 'Or estate, is not considered inequitable· by many persons who would 
consider a quickly rising scale, reaching a. very high percentage, grossly inequitable. 
The truth is that the inequity is measured by the disappointment of the persons made 
subject to the tax. The millionaire, most other people· think, ought not to ha"e 
expected to continue to be taxed only at the same percentage as the man with lO,OOOl., 
but nearly everyone will admit that he might legitimately expect not to be taxed at a 
percentage twenty times as .high. . W~ether it .was legit!mate .o~ illegitim~t? for him 
not to expect to be taxed tWIce as hIgh IS a questIOu on whICh OplDlOns are dIVIded more 
equally. 

There are, then, four tests to be applied in the consideration of the equity of 
alterations in means of raising and ways of spending public revenue ;-

(A.) WilUhe change make any difference in the distribution of wealth? If not, 
whether it should be introduced or not is purely a question of production, not 
of equity. 

(B.) Will the difference in distribution be in the direction of greater or less equality 
in distribution? If in the direction of greater inequality, it is inequitable. 

(c.) Will the greater equality in the distribution of wealth be brought about 
without unfairness as between the various individuals' who lose by the change 
and as between the various individuals who gain by it ~ If not, it is 
inequitable. 

(D.) .Will the greater equality, brought about in a fair and proportionate manner, 
stop short of disappointing what ore regarded as the legitimate expectations 
of the rich? 

A proposal which passes these four cumulative test-s may of course be inexpedient, 
but it will satisfy the public conscience as an equitable measure. 

5. n is usual in economic and financial treatises, as welt' as in parliamentary lind 
royal inquiries, to plunge into the question of the primary and .ultimate incidence of 
taxation, without consideripg at all what is meant by "illcidence." But this is highly 
dangerous.. . 

We do not talk of the" incidence" of the cost of papering and painting houses, or 
of the cost of supplying a family with butcher's meat. If the price of wheat goes up 
owing to a bad season, we do not discuss the incidence of the addition to the price 

• caused by the bad season. But if the cost of sewage disposal is raised (no matter 
whether it is by some new requirement of thb Mersey and 1r",e11.T oint Committee, or 
by an earthquake or some other" act of· God "), or if a frontier war brings about an 
increase of the tax on beer, we immediately find ourselves engaged in foggy discussions 
about incidence. One friend has suggested that the reason why we discuss the incidence 
of taxes, and not the incidence of any other kind of expense" is that, ae taxes can be 
more easily altered by public authority than any other expenses, the question of their 
incidence is of more practical interest than the question of the incidence of a wet 
August or an earthquake, and that the appropriation of a special term for use in 
connexion with taxes is the result of the greater practical interest. Another says that 
the reaRon is that the rain falls alike on the just and the unjust, but thnt legislators 
intend taxes to fall on certain classes of persons, and, as a matter of faet, they always 
fallon other classes. . • 

However this may he, I have no doubt that it is desirable to eschew tile use of the 
term "incidence" of taxation. It unduly restricts inquiries into the justice and 
Elxpediency of taxes, since it is always held that the" real incidence" of a tax is )Ipon 
the persons who ultimately payor provide the money for the tax. But, as I have 
already hinted (Question I), persons who pay a tax are often '1esR injured by its 
imposition than those who pay no portion of it. The man who goes two miles out of 
his way daily to avoid a bridge toll would be more benefited by the freeing of the bridge 
than most of those who pay the toll. It is, therefore, far better to consider the effects 
of taxation. B,Y using this more general term, we shaH find it easier to avoid the 
usual mistake of supposing that'taxes'are subje¢t to an eoonomics'of their own, instead 
of having effects just like any othel' expensE'. We shall also be less likely to JOfe our 
way by attempting to travel by short cuts. 
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The true question then, I take to be, " Can you offer any suggestions which would 
assist the Commission in following out the effects of D\xation " ? 

I would suggest :-
(i.) That the effect of a tax can only be discovered by supposing it either (1) newly" 

imposed or increased, or (2) abolished or reduced. 'I.'his is so obvious that I will not 
argue' it. J only mention it because when the equity of a tax is being considered, 
differences of opinion constantly arise and fail to make themselves understood owing 
to the fact that one side is consid~ng the tax when newly imposed, and the other 
is considering what would happen if it were abolished. '1.'0 take an example, the 
present land tax would be a. most inequitable tax to impose, since it would not treat 
holders of equal· amounts of property equally, and would disappoint legitimate 
expectations; but after it has been imposed for one or two centuries, and both the 
properties subject to it and those not subject to it have been bought and sold over and 
over again, always on the assuniption that it would continue, it would be inequitable to 
abolish it, since the abolition would not treat holders of equal amounts of property 
equally. 

(ii.) That .. strong cases" should always be taken. It is no use to inquire what is the 
effect of adding a ld. in the £ to thtl rates of Oxford. Ask rather what would be the 
effect of raising the rate from 3s. to 88., or what would be the effect if a benevolent 
millionaire presented the city with property which would bring in enough income to 
pay all present expenses and return the ratepayers 18. in the ,t as well. Of course; 
those who have constructed theories about "economic friction" will cry out against 
this course, but they will do so because the shoe pinches. Nothing is more ludicrous 
than the argument that because a drop makes no perceptible difference in a big bucket 
it has produced fio effect.· The little changes which occur in praotioe obviously 
must have just the same effect in kind, though not in degree, as the great changes 
which may be properly and conveniently imagined for the purpose of illustration and. 
argument. . 

(iii.) That as no tax is levied all over the 'World at the same rate, all existing taxation 
is local, i.e., levied in different places on different principles or at different rates. 'rh6 
looal areas differ enormously in size, the United States heing 3,500,000 square miles 
in area, and Furnival's Inn one ncre. The larger the area and the more peculiar the 
language, religion', and manners whioh prevail in it, the more nearly is it safe to ignore 
the local charaoter of its taxation, but in no oase oan it be altogether ignored. The 
areas deal'll with by the Commission are small, and their populations are divided from 
eaoh other in most cases by no differenoes of language, religion, or manners. Conse
quently the local character of the· taxation is fill-important, and any attempt to oonsider 
the etl'eots of the taxes as 'if they were universa.l instead of local can only lead to 
misapprehension and confusion. The pernioious ·practice of taking averages of looal 
rates is to be oondemned on this ground. If ·local rates were all at the average instead • 
of being, as they are, 'Very much lower in some oases, very much higher in others, and 
SUbstantially different in nearly all, then almost everything with regard to the efJe('ts 
of the taxation would be different from what it 'actually is. E"pecially in considering 
the equity of taxation, is it absurd to begin by assuming that people in different plaoes 
are all taxed ·at the same rate, when, as a matter of faot, they are not. 

6. (a to c.) I do not care to acoept the ciassiJication suggested in sub-questions 
(a), (b), and (c.). It is more oonvenient to deal with all these taxes together. In any 
oase it would not be desirable to classify trade premises along with hOllses separately 
from agricultural land, which is the trade premises of the farmer. 

To attempt to take short outs in a matter of this kind only leads to waste of time, 
and I shall therefore approach the end in view in what will appear at first sight an 
unnecessarily roundabout way. 

I shall ask first what is the effect of a uniform and universal ad t'lIlorem tax on all 
kinds of property levied periodically for unproductive purposes either on the true 
capital value or the true annual valne of the property. Let us not trouble ourselves 
with the prllotical question whether such a tax has ever existed or ever can exist; it is 
quito conceivable that it might exist in a world where all were honest, and such & world 
is imaginable, though not likely to be known for some time, at any rate. 

Let us suppose that this tax is now imposed for the first time, and levied directly 
from the (lwners. There appears to be no reason for supposing that they will be able 
at alice to oharge more for the productive contribution (as Wieser calls it) of their 

• The sa,'ants who disputed AS to the l'68Son wh~' the addition of the fi::;h to the bucket of ware r ID8c.!C DO 

dilforence bad .. sprot rather cha.n .. whale in their wind., 
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capital than they could before. Hut immediately one or "PO~tL of two thingR must 
happel!. The cwner~ must curtail either their e~penditure or their savings. If they 
curtail their eXpl'ndlture only, all that happens IS that the State now spends unpro
ductively what they spent before. If, however, they curtail their savings, two results 
will follow, (1) the future produce will be less per head, and (2) the division of that 
lessened produce will be effected on terms 110t so advantageous to the worker. In the 
first case, the Goveznment expenditure, to defray which the tax was levied, would 
damage nobody but the owners of property. In the second case the evil effect would 
be felt by the whole community. As a matter of fact, of course, the owners would 
curtail both their expenditure and their savings; the evil of the expenditure 
would consequently be felt both by them and the rest of the community, but would be 
felt somowhat more lightly by the rest of the community than if it had all been met by 
a curtailment of owners' savings. On the whole, therefore, it seems probable that the 
effect of a universal ad valorem property tax would not pe very substantially different 
from that of a universal income-tax. 

Now let us consider the effect of a universal uniform tax on some one particular class 
of property, the smaller the bAtter, let us say 28. in the £ on the capital value of 
bicycles. Now here, if we think only of the majority of cyclisw who own their own 
machines, WI' will at once declaro that" the incidence ,. of this tax is on the owners 
of bicycles. But when we recollect that large numbers 6f machines are kept for hiring 
out, we begin to question this conclusion. We see that though he would not be able to 
do so at the very first, the cycle-shop man would very soon be able to charge hirers of 
machines more than he could before the im position of the tax, since the relative advantages 
of hiring and purcbase would be altered as soon as the purchaser was made subject to a 
tax which the hirer is not asked to pay directly. We should then alter our previous 
opinion, aad say that" the incidence" of the tax was on, not the owner, at any rate qua 
owner, but upon the consumer, or more accurately, the u~er of bicycles, and the people 
whc benefit (e.g., by having their eITands done cheaper) by the fact that other people 
use bicycles. Then, reflecting a little more, we should see that whatever may be the 
case with the" incidence" of the tax, its effect reaches not only to those who use 
bicycles and benefit because other people use them, but also to those who would have 
used bicycles or would bave benefited by other people using them if the obstI'1lCtion 
of the tax had not intervened. This last class, of course, has kept its money and been 
able to spend it in some other way, but not to so great advantage. 

To take as another example the one mentioned in sub-question (a.), let us suppose 
that there has hitherto been no house tax, and that a universal tax of 58. in the £ for 
unproductive purposes is placed on all dwelling-houses and levied from the occupiers. 
Let us suppoee also that the occupiers are on quarterly tenancies, all of which expire 
between the passing of the Act and its coming into force. The immediate effect must 
be a fall in house rent. All occupiers must restrict either their expeniliture or their 
savings in some direction, and enough of them will try to reduce their expenditure in 
rent-plus-house-tax to make a great diminution in the demand for house room. AFt the 
number of houses has not yet been altered by the tax, the supply remains the same, 
and consequently the price must be reduced. But this reduction of rent, of course, 
reduces the capital value of houses; the capital value being reduced, some professional 
builders retire from the business and others become bankrupt, and the supply of houses 
is consequently reduced. Building stops, or proceeds at a slower rate, until building 
profits are restored to the ordinary level by a rise of house rent and the capital value 
of houses. The occupiers then have to pay more for the same accommodation, or to be 
content with worse accommodation for the same money. lfe" 

It would appear from this that while a tax on all kinds of property' is what is 
sometimeB called .• dilfused" over the whole community, a tax on some one particular 
class of property is damaging to the consumers or enjoyprs of the commodity obtained 
by the use of that kind of property, and not to the owners of it, except, of course, in 
so far as thay are consumers of it. The untrained mind probably often accepts the 
conclusion as it stands, but the more scientific inquirer sees a contradiction. .. If," he 
points out, " this is so, y()u could get a different result by taxing each 'class of property 
.. separately from that which you get by taxing them all together in one operation, 
.. which is absurd." 'fo meet this perfectly sound objection, the statement with regard 
to the effect of a tax on a particular class of property requires amendment. Something 
has been omitted, which, though of trifling importance in the case of 1\ tax on a small 
class of property, becomes of more and more importance as the magnitude of the cll),88 
or the number of the classes taxed increases. l'bis is the fact that a tax which checks 
the investment of Ilapital in any onll form of property necessarily encourages investment 
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in other forms. If less goes into one form, there will be more to put into other forms. 
Now if the amount invested in bicycles is reduced, the ext,ra amount put into other 
forms of property and spread over the whole field will have so trilling an effect that . 
we treat it as inappreciable, and say nothing about it. But the more of the total 
property made liable to the tax. the more important will the increased flow into other 
forms of property becomC'. The extra influx, whether small or great, 'of course tends 
to decrease the return to capital in the untaxed forms of property. Consequently a tax 
on a particular form of property d01!s damage the owners of property in general as 
well as the consumers of the commodity connected with the particular class of property. 

For several reasons unnecessary to mention here,* local taxation in thiB country is 
taxation of immovables, and it is therefore deilirable to consider the particular case 
of the effect of a universal uniform tax on all immovable property. Such a tax must 
difl"er very little in its effect on distribution from a universal uniform tax on all kinds 
of property. It would, of course, have the effect of discouraging the investment of 
capital in immovable, and encouraging investment in movable property, so that if 
there are any consumers who consume a disproportionately large amount of products 
which require for their production the use of disproportionately large amounts of 
immovable as compared with movable property, that class of consumerR would suffer· 
more than others. But there is little evidence of the existence of such a class, BO that 
it may be supposed a universal uniform tax on all immovables for unproductive 
purposes would" diffuse" the burdf'ln of the unproductive expenditure over the whole 
community approximately in proportion to income enjoyed. 

Now let us ask what difference will be occasioned b;. the tax on all immovables being 
local, i.e., levied at different rates in different places between which migration of persons 
and property is possible. Suppose, for example, that the tax instead of being 28. in 
the £ everywhere, is 6d. in one group of districts, 18. in another, 38. in a third, and 
38. 6d. in a fourth group, the total raised being the same as if all were taxed at 28. 

The important fact here is that somehow or other in spite of the difference of rate 
from 3s. 6d. down to 6d., the return to the marginal investment of capital will be the 
same in all these districts. Some people, of course, are fools enough to do anything, 
but there are not enough fools to affect the matter. The action of the people who do 
affect it is guided by common sense, and common sense tells the investor not to invest 
in a place where the return to capital is 3 per cent. less 3s. 6d. in the £, when he can 
invest in a place where the return is 3 per oent. less 6d. in the £; 

How, then, is the equality of return brought about P The first answer that s!lggests 
itself to the rent· paying householder or farmer is that he, the occupier, equalises the 
return to capital by paying more in the highly rated than in the low rated places. 

But this answer 1S obviously absurd. The occupiers do not as a body, move from 
one place to another after the manner of the ancient Israelites. but enough of them do 
01' can move to prevent any such result. 'rhat the result does not actually occur is 
proved by the fact that an acute business man acquainted with every material 
circumstance may think it just as advantageous to occupy premises in some place 
where the rates for unproductive purposes ro;e 3~. 6d., as in some other place where 
they are 6d. in the £. Occupiers are clearly just as well off in places where the rates 
f01" unproductive purposes have long been high as in places where they have long 
been low. 

'1.'he second answer which suggests itself is that the consumers equalise the return 
by paying more for commodities in the high rated than in the low rated places This. 
answer is still more obviously absurd than the last. People nowadays can get many 
commodities from almost anywhere, and will not, therefore, pay more for them if they 
come from a produoer or distributor who carries on his businesB in a high rated district. 
We constantly find people living in low rated districts procuring things by parcel post 
from high rated districts. 

The true answer is that the equalisation of the returns to investment is effected by 
the investment of capital in immovables being stayed a little higher up in the scale in 
the high rated than in the low rated districts. Everywhere the most profitable known 
investments are chosen first, and the more capital there is to invest the lower down in 
the scale of profit will investment necessarily go. Investment in immovables will stop 
a little sooner in the high rated than in the low rated places, so that the return to the 
hst in\"estmeut may be the same everywhere in spite of the difference in the tax. 
'We have, let us say, 10,000 houses in Oxford, where the rates are 38. 8d., and 20,000 of 

• See my .. History of LOCII.I Rates in Engln.d," pp. 132-4 and passim. For the same reasons State taxation. 
in tho United States is tending in the same direction; lee the Report of the M ..... chusetts Commission nn 
T"""tion ju., published (Deoember 1897). 
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the same size in Norwich, where the rates are about 98. Builders make equal profits in: 
the two places si~ply because building i~ carried exact.!-y to that pitch ~here the profits 
are equal, taking Into acc?un.t tha~ the dIireren~ rates WIll have to be paid on the h?uses. 
Similarly in two rural distncts, In one of whICh rates are double what they are m the 
other, the returns to the last investment in agricultural improvement will be the same 
simply because investment in agricultural improvements is carried exactly to that pitch 
in each where the returns are the same after allowing for the difference in taxation. 

Everything which tends to discourage the in vestment of capital in immovable property 
in a district, tends to diminish the demand for "unimproved land '! or space in that 
district, and this diminution in tbe value of space of course mitigates the effect of the 
discourageme,t to investment. 

The consequence then, so far as distribution is concerned, of rates being for 
unproductive purposes higher in one place than another is to cause less creatable 
immovable property to exist in the high rated and more in the low rated, and to make 
the value of the land lower in the high rated and higher in the low rated places than 
would be the case if the rates were equal in all places. 

The effect of inequality of rates for unproductive purposes, so far as production is 
concerned, is to diminish the productiveness of industry by causing an uneconomical 
distribution of capital between the various districts. , 

The effect of rates for productive purposes is the same as the effect of any other 
payment for productive purposes. It is all the same to me whether I pay a "water 
company" or a .. local authority" for my water, and whether I pay a private 
individual or an inspector of nuisances to remove my house refuse, provided tbat I pay 
the same in both cases, and have the work equally well done. It is all tbe same to the 
ratepayers in general if they pay to lenders as much interest as would have been obtained 
by private individualg doing the work under a system of private enterprise. I have 
endeavoured to show, in the" Economic Journal," Vol. V., pp. 31, 32, that any 
equalisation of rates for purposes productive of special benefit to the particular locality 
would be extremely undesirable, from the point of view of production. It would also 
be unjust, inasmuch as there is no reason for benefiting persons who happen to own 
particular localities at the expense of others. If, for example, the cost of sewering and 
sewage disposal were to be paid from a national fund, the creation of towns in situations 
difficult to drain and distant from the sea would be encouraged, and the owners of 
land in these situations benefited, while the creation of towns in situations easy to drain 
and on the sea coast would be discouraged, and the owners of land in these situations 
damaged. , 

(d.) "~'axes on the transfer of property," ad valorem, are too much like "taxes 
on property" to be worth separate discussion. A" tax ou property" is levied at regular 
intervals, a " tax on the transfer of property" at irregular intervals. The regular tax is, 
of course, to be preferred. Taxes on the transfer of property not ad valorem, as. e.g., 
receipt stamps, when the charge is the same, no matter how great the property 
involved (after 2l.), are relics of barbarism, so capricious in their effect that it would 
be a waste of time to consider them seriously, the amount involved being so small. 

(e.) I doubt if I understand this question. A tax on the profits of a particular trade 
would have the same effects as a tax on the particular property used in tbat particular 
trade. .A. tax on all trade profits would be an income tax, or something very like it. 
What is "trade" 1 

(/.) Death duties, again, are taxes on all kinds of property, levied at irregular 
intervals, and their effect is substantially the same as taxes on all kinds of property 
levied at irregular intervals. Perhaps, on account of a certain obvious peculiarity of 
the time at wbich they occur, they discourage accumulation somewhat less than annunl 
taxes, and, consequently, are rather more favourable to the non-propertied class. (See 
Move under a. to c.) If they are graduated, they necessarily tend to cause greater 
equality of wealth. 

7. My views, on this subject will be found at length in the "Economic Journal," 
January, 1895 (pp. 22-34), and the" National Review," November 1896. The gist of 
the matter is that the raiSO'IIB d' etre of local taxation are-

(a.) To secure economical and efficient local administration. 
(h.) To secure economical distribution of population and capitnl. 
Tbe services which should be charged on local taxation for the first only of these 

two reasons, vary from time to time. Tbe central Government of the United Kingdom 
is far more likely now to do better than local authorities in regard to many services 
which in the middle ages were better perfol"IIled by smalllooal authorities. , 
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The services which should be paid for out of local taxation for the second of the 
two reasons, as well as for the first, are all such as tend to increase the value of the 
fixed property in the particular locality where they take place. If these were paid 
for by general taxation, towns would grow up with a disregard of advantageousness of 
situation which would be extremely hampering to the productiveness of industry. (See 
abtnl8 under Question 6, a to c, last paragraph.) 

8. When a service is paid for out of local taxation, merely because of the first of 
the two reasons mentioned in the answer to Question 7, the central government should 
endeavour to secure that no inequalities of rating for it should be allowed to exist, 
except such as are necessary in order to secure good management. Grants from the 
central Government, if made at all, ought to be directed towards reducing the 
inequalities of this portion of local taxation. 

No grant ought to be made for purposes which, when accomplished, and not 
counterbalanced by a rate, raise the value of property . 

.Any grants made ought to be made openly, and not by metaphorical ear-marking, 
which confuses the accounts both of the central and local governments. (See bBl&w, 
Question 14, last paragraph and note.) 

9. Local rates ought not to be divided between owners and occupiers, hut should 
he charged on either the owners or the oocupiers. At present, in oase of low-priced 
houses in towns, it is almost universal to oharge the owner. In all other oases tbe 
occupier is charged. This is a very sensible arrangement. It is better to take the 
rate from the person most immediately and directly affected by its expenditure 
whenever you can get it from that person. This is possible whenever the occupier is 
a" substantial man." When he iR not substantial, you must be content to take it from 
the owner. 

So much of the rates as is raised to pay oft capital expenditure ought, strictly 
speaking, to be paid by the owners, since it is payment for a remote benefit (that of 
being free from the payment of interest on the loan raised for the oapital expenditure). 

In the case of new occupiers, the payment will be allowed for just like any other 
disadvantage, but some injustice is done to old occupiers unable to revise their bargains 
with their landlords if new and unforeseen payments for capital expenditure are saddled 
upon them. The amount involved, however, is so small that it is perhaps scarcely worth 
while to apply the remedy, which is the creation of redeemable rentcharges for the 
payment of mterest on loans for capital expenditure.* 

10. Ground values should not be separately rated. To rate them separately would 
only introduce confusion, with no counterbalancing advantage whatever. 

11. (a.) and (b.) The increase of an old rate, or (which is exactly the same thing), 
the imposition of a new rate, in any particular locality, will diminish rent in that 
locality by making the competition for land and other property which is not moveable 
and not quickly alterable in quantity lesB than it otherwise would be. 

(c.) The reduction or abolition of a rate would have the contrary effect. 

12. If oocupiers were allowed to deduct either rates, or the cost of getting their hair 
• cut, or any other expense, from their rents, then their rents would be that much higher. 

If thev were not allowed to deduct the income tax their rents would be that much 
lower .. 

13. (a.) This system can obviously only be applied where the properties form distinct 
units. I imagine that in practice it is only applied to houses and perhaps other 
buildings. 

Rating the more expensive houses at a higher percentage must discourage to some 
extent the building of such houses. Where such a system has been long in operation, 
the supply of houses of different values will have accommodated itself exactly to the 
demand. 

I do not feel sure whether the difference in the number of houses in each division 
of the pcale could be called " an effect upon rent." 

(b.) When a certain kind of property is partially exempted from the general rate, 
the rent of that kind of property will be higher than it otherwise would be, provided 
thut, and in so far 8S, that kind of property is insusceptible of increase by human 

--------------------
• The ()('cupier receives the bEnefit or the things prol;ded by the capital expenditure till the conclusion or 

hi. term of "'.nancy, and shonld therefore pay the inte .... t on the capital. Bul it is no advantage to him that 
the ""pital should be sunk or written oft". Therefore, let & charge be created which he baa 10 pay during bia 
term and let the owner redeem the charge afterwards. 
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exertion. Obviously, if the property is susceptible of increaRe, as, e.g., houses apart 
from sites of houses, the exemption from rating will encourage investment of capital 
in that form of property till competition reduces its value to the landlord. But if the 
property is n~t susc~p.tible of increa~e, .as, e.g., land .considered apart fr?m b~ildings. 
fences, artificIal fertll1ty, and so on, It IS equally ob'V'louS that the exemptIOn will cause 
the rent to be higher than it otherwise would be. 

14. It would be easy to suggest other means of raising revenue for local purposes, 
but it would be difficult to suggest any better means than rates on all kinds of immovable 
property without any exceptions or exemptions. One point which should not be 
overlooked is, that most feasible means of raising revenue locally have very much the 
same effects as rates. .An octroi, for example, will reduce the desirability of a town as 
a place for the investment of capital and a place of residence just as a rate does. 

It is probable that local authorities would often find new and harmless ways of raising 
revenue if it were not for a superstition which prevails in many quarters that it is wicked 
for an authority to make a profit, even up to such an extent as is necessary to pay 
ordinary interest on the capital originally expended. This superstition prevails even at 
the Board of Trade, which interfered a few years ago to prevent the borough of 
Bournemouth from ~aking a profit out of the landing of excursionists on its pier, 
alleging that it was a principle with the Board that local authorities were not to make 
a profit out of "navigation." Thus municipal enterprise is prevented from being 
profitable and then denounced as a fail ure. * 

If the Inhabited House Duty is to be maintained, it should be given to the local 
authorities in place of some of the present subsidies, bllt I should much prefer to see 
it abolished. The advantage it gives to persons who choose to live in lodgings and 
hotels is indefensible, and its scale of graduation makes it a progressive tax on large 
families in the very class from which it is most desirable the population of the country 
should be recruited. 

It is probably unnecessary to argue against the outrageous proposal that the land 
tax should be given to local authorities. They might as well ask for the Crown lands 
which happen to be situate within their jurisdiction. In order to make it clear even to 
the person who has to pay it that the land tax has by prescription (the foundation of all 
property in land) become property of the State, it would be well to put a stop to further 
re-assessments and make the tax a permanent fixed charge on the land. The tax ceased 
to . be re-assessable between parishes more than a century ago, and it is time the final 
step was taken. 

As, I presume, the Commission is considering proposals for economising expenditure 
as well as for raising revenue, it may be desirable here to draw attention to the 
enormous waste which results from the insistence of the 'I.'reasury on utlurious rates of 
interest for loans to. local authorities, and the policy of the Local Governmlmt Board, 
which compels, or at any rate induces, local authorities to borrow money and invest 
it at a lower rate of interest thp.n that which they have to pay. 

Disguise it in the form of paper" terminable annuities" payable from the waistcoat 
pocket to the breeches pocket as best the Treasury may, there is no denying the fact 
that in one way or another (by the Post Office or the Supreme Court of JudicaturA, or 
some other body,) seven millions of consols are bought for the nation every year at 
present at a large premium, which reduces the saving of true annual charge from 
2! to less than 2 per cent. 

At the same time perfectly solvent local authorities are borrowing in the open market 
from the public at above 2l. 13s. per cent. and paying in addition Is. to a bank for 
managemant and Is. for stamp duty composition. In the name of common sense then, 
why cannot the Treasury lend at 2t per cent. or even 2t instead of buying consols, 
and save 148. per cent. to the nation and the local authorities combined ~ Instead of 
doing so, it maintains a scale of ratest which deter all the most solvent borrowers from 
applying to the Public Works Loan Board. 

The policy of the Local Government Board causes local authorities to borrow when it 
would be more profitable for them to part with their invastments, partly in consequence 
of insistence on the absurd ear-marking of different moneys which is required by the 

• In ~'The Slate in relation to 'frll.de," 1883, p. 80, Loru Farrer says that Liverpool, as owner of the 
Liverpool docks," taxed the tra(le of the country tor its own benefit!' But DO one says thnt" Bristol boa 
for many years been onselfishly sUbsidising t.he trade of tho country." 

t The scale embodies a futile attempt to discourage borrowing for long terms. Elective local authorities care 
little for a remote future, and consequently regard nothing but tbe BDDual payment (i.e., interest plus sinking 
fund), and the lower amount charged for intel'est on short loans does not ncarly counterbalance the larger 
.. mount required for sinking fund. Oons.quontly they invariably apply for the longest term they think the 
Local Governm~nt Board i. the leas~ likel;r to disallow. 
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legislation of 1875 and 1888*, and more largely by a method of calculating the amount! 
in sinking funds which discourages rat.e-raising bodies fron:. purchasing their own 01' 

any stock which stands at a premium, The consequence is that local authorities all 
take in each others' washing-they borrow with one hand and invest sinking funds, 
police pension funds, and other funds in a loan to some other authority, usually 
overlooking the fact that the stamp duty composition, the payment for management 
on stock issued, and the income tax on dividends or interest received on stock bought 
or loans made make a difference of 46, per cent. in favour of cancelling their own stock. 
The city of Oxford has, or lately had, ahout 32,OOOl. of consols and about 28,OOOl. 
invested in t.he stock of. or in loans to, Llandudno, Peterborough, Middlesbrough, 
Tynemouth, Wakefield, Thornaby.on-Tees; yet in all probability the city of Oxford 
will shortly issue another 40,0001. of Oxford Corporation stock. Instea.d of encouraging 
this course of conduct the Local Government Board should in every case require the 
local authority which obtains permission to borrow to show good reasons for borrowing 
from the public instead of using (as any private inoi vidual in a similar position would do 
in the absence of special reason to the contrary) their own funds. 

15. My answers to the preceding questions will have shown to anyone who has done 
me the honour of reading them, that I take a very conservative view of the system of 
local taxation which evolved itself in this country down to 1896 without much 
interference from Parliament. I regard the allegations of injustice made by the urban 
occupier on the one hand, and the landed interest on the other, as equally unfounded. 

But approval of the system, of raising what ought to be local expenses by local rates 
on a,ll kinds of immovable property (levied from the occupiers, where the occupiere are 
substantial, and from the owners where' they are not,) by no means commits anyone to 
approval of the whole of the ., present system" of local and (for the: two must be 
considered together) national finance. 

In the first place, supposing no question to arise as to what ought to be looal, and 
what national, expenditure, the present system is unsatisfactory in regard to the absence 
of any impartial authority with the will as well as the power to change the local taxation 
areas whenever equity and expedienc'J require it. That the central portion of a town 
should be in 1.1 local taxation area all by itself is bad enough, but that the various 
suburbs should each be in different taxation areas is much worse. In order to secure 
equity and economy every town should be treated as a whole. What is a town? 
In the vast majority of instances no difficulty arises in deoiding whether a populous 
district is a town or the suburb of another town. No one, except, possibly, 1.1 town 
councillor of West Ham, believes t,hat West Ham is not as integral a part of the 
eoonomio town of London as Fulham or Woolwich. A man might live in Manchester 
for a year, and yet ha.ve antirely erroneous ideas as to what exactly was included in 
Salford without incurring any reproach for stupidity. Salford gets just as much and 
perhaps more benefit from the oanal than Manchester, and pays no Is. Sd. rate for it. 
Nearly every large town is divided into several areas for poor law taxation. Absurdities 
like these ought to be put an end to, whether the local authorities and the ratepayers 
desire a ohange or not. At present the principle of the Local Government Board seems 
to be that no alteration of any magnitude is to be effected unless both parties concerned 

• The most important instance of this system is the separation of the Exchequer contrihutioD account, the 
bOL'OUgh fund, Dnd tbe general district account. There is no reason at aU why the Excheqnel' contribution 
should not bo paid dil'ect into the borough fund, and the chief result of the present arrangement is to make some 
people imagine that the central Government 5till pays half the cost of pay and clothing ot'the police as before 
IHH~. The only renson for keeping tbe borough fund aDd the general district account apart i~ that the borough 
I'ate wo..'4 befot'e the Agricultural Ru.tes Act leY'ialJle on the fun annual value of awicultural land, and is at present 
leviable on 50 Pel' cent. of that \'alue, while the general di .. trict rate is only leviable on 25 per cent, But this is 
in prnctice of little imporlauce. In mtLny towns no borough rate aud in some no general district rate is levied. 
In Oxfol-d, in ordet' to prevent the Dtcessity of a borough l'ste, we keep the waterworks and the market 
(which bring in " .um equol to a rote of 4d. in the £ net) upon the borough fund, and pu, tbe library And 
edIoo} bOIlNl (which cost 2d. in the £) upon tbe Acncml district accouut. Y ct., according to the ,'uIe, the former 
bclon~ t.o the gt'lleruJ. dislri('.t ac('ount, aud the latter to the borougb fund; and the Local Government Board, in 
publishing th~ Annual weal Taxatjon R(·turns w arrnnges them, tbpl'eby mn-kiD!:! our borougb fund nppear to 
h"V8 o.n unuuol defideney of 8,0001. To slltisfy the Locn1 Government Boa.rd we have sometimes actually 
to personify the borough fund. and the general district fund. One of my first duties as a member ofth~ Oxford 
City Council ,vus to Sl'rve on I~ committee which repol'ted that the gl'oeral district fund had built a new town 
Iml1 011 land belonging to the borough fund, and that it was "equiwble" as well us "expedient," that the 
gt'ueml district fund U should be d(~{'mecl to be the Il~s."OO" of the town hall for 50 yearij at a ground rent of 
1,.50ul. per annum, while the borough fund Eohoulrl be the tenant of the general district fund as 1'eO'ards certain 
plU'ts of the building and pay the ~l'nend district fund 800/. a year for tbem. A t the end of the lease the 
borough fund, B8 ground landlord, will take possession of the whole. The difficulty experienced by tho ordinary 
mind in maintaiuing sound finanl'e whtm the accounts are enculubered by such an accumulation of fictitioul! 
paymt'.Dts and l"t'paymentl need not be enlarged UPOD 
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agree to it, and as it nearly always happens tha~ one of the tw? parties will at a~y rate 
ga.in less than the other, the difficulty of securmg a change IS enormous. If It were 
not for the fortunate fact that one political party in a town usually desires to annex 
one suburb and the other party another, the morcellement would be more ridiculous 
than it is. 

Secondly, supposing the question of area settled, the present system is unsatisfactory 
inasmuch as there is no recognition of the raJisons d'tJtre of local taxation in the 
distribution between the various localities of the vast subsidies handed over by the 
national Government to local authorities, among whom, for the prflsent purpose, I 
include voluntary school managers. 

There is no denying the fact that the subsidies have been divided between the 
locali~ies at haphazard. 

Local authorities perform some services, e.g., refuse and sewage removal, the benefit 
of which is almost confined to the locality. They perform other services, e.g., 
the provision of police, which is of primary benefit to the locality, but is also of 
great benefit to 'the rest of the country and world. They perform a third set of 
services, e.g., the provision of a night's board and lodging for vagrants, which are of 
no speciaIbenefit to the locality, but are of benefit to the 'community at large. The 
adnn;inI.,istration of these services is allotted to them by the State, because it is supposed 
that local knowledge and control is necessary for efficiency. The Wu,ty of paying for' 
the administration of services which are of special benefit to the locality is placed upon 
the locality in order to secure the most economical distribution of capital and 
population over the country, as well as to secure economical administration. 
The' duty of paying for the local administration of services which are of no 
special benefit to the locality is placed on' the locality only in order to secure 
economical administration, and it ought only to be placed on the locality to BUCh om, 
extent as is necessary in order to secure BCO'f/,omical administration. 

If this principle were recognised, the subsidies would be distributed so as to 
equalise as far as is possible without removing the local authorities' motive for 
economy, the burden of the expenditure which is for the national benefit and not 
for the special benefit of the locality. In the distribution of the old subsidies before 
1888 the principle was recoguised, and it was attempted to carry it out by paying 
from the Exchequer half the cost of various services, it being hoped that the fact 
that the local authority had to pay the other hal£ would prevent undue increase of 
""xpenditure. It is· said that this hope was disappointed. At any rate, in 1888, 
Mr. Goschen proposed a plan the popular objection to which was that it would 
have made the local authorities too sparing in the administration of poor relief. This 
plan being rejec~d, the present system of division between administrative counties 
plus the counuy boroughs of the ancient county on the basis of the distribution 
which happened to prevail in 1887-8, and of division between each administrative 
county and the county boroughs of the ancient county on the basis of rateable 
value was adopted as a temporary measure, and now threatens to become as permanent 
as the seventeenth century distribution of the land tax.* Since then the condition 
of things has been made still worse by the haphazard distribution of the Agricultural 
Rates Act subsidy (whichmu8t in many cases pay not only for the whole loco-national 
expenditure, but also for a portion of the exclusively local expenditure, e.g., that for 
local highways), and the voluntary schools grant, which is paid most largely to those 
localities where the cost of education is lightest. On the other hand, the principle 
has been again recognised in the elab'orate scale under which the additional grant 
to school boards has been made. 

What steps should be taken to re-establish the correct principle! This is a 
question for others than supposed economic experts. I will only suggest that 
poor relief and education are the particular expenses which it is most desirable to 
equalise so far as that can be done without removing the motives for reasonable 
economr. I cannot believe that it passes the wit of man to re-arrange the apportion
ment of expen~es in such a way as to affect this end. t If the whole of the subsidies, 
including the agricultural rates grant and the recent education grants, could not be 
used in this way, the Chancellor of the Exchequer might very conveniently get rid of 

• It is a land tax upside down, In.tead of the locality paying a fixed sum to the State, the State pays a 
fixed Rum (or, strictly .peaking, a fixed proportion ofa varying sum) to the locality, 

t Population, it should be observed, is not a good basis for the distribution of subsidies, since it inevitably 
leads to the falsification of the census, 88 was illustrated in the. firftt census of London taken under the 
Equalisation of Rates Act (see" Economic Review," Vol, VI. pp, 409-12), and is Well-known \0 take place 
in the United States. 
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the resulting surplus by abolishjng or . reducing as far as was necessa,ry £be. hOUllll tax, 
the railway passenger tax, and some of .he numerous and pernicious taxes, on th" 
transfer of property. 

Answers by Mr.L. L. ;Price . 

• 
Quesflion (1.)-An attempt to establish, on theoretical grounds, an absolute stlondard 

of correctness, by reference to which a classification of, taxes may be approved or 
rejected, is beset by considerable difficulties. Such diffieu lties would present themselves, 
even if the questions, of which the solution. was sought by the aid. of such a 
claRsification, were purE> abstract problems of acadcmic interest; and a cla"sification. 
for instance. of taxes as dil'ect and indirect, which might be suitable for determining 
a hypothetical question on the influence of taxatiQn generally. or of some particular 
species of tax, on, the production of wealth, might easily prove inadequate, to the 
solution of another hypothetical question on the influence of taxation on ,the distl·iltution. 
of wealth, where it became necessary to push the investigation beyqnd broad,. apparent, 
immediate, incidence. When the matter under discussion is ,no longer of mere 
academic importance, but is concerned with the relations of speculative theory to 
actual practice, an attempt to establish and maintain a rigid unvarying standard 
would seem to be, not only impossible, but useless and misleading. 

It would appear, therefore, that the correctness of the classification of Imperial 
taxation indicated in Table D. might be judged with more advantage and certainty by 
examining its relative suitability to the purpose in hand, than by reference to any 
absolute standard, were such standard, in f.act, discoverable in Ilconomic treatises. 
As it is, for the adequate solution of theoretical problems a claHsification may require 
alteration, according to the particular prcblem to be attacked; and a fortiori, when 
dealing with questions of actual practice, which rarely, if ever, admit of being 
brought into exact accord with the nice distinctions of theory, the criterion of a good 
classification can hardly with certainty be said to consist of more than conformity 
to two conditions :-

(a.) That it should be sufficiently broad to avoid, or at least to minimise, the 
difficulties necessarily attending any endeavour to bring the roughness of 
practice into accord with the exactness of theory. 

(b.) That it should be sufficientJy definite and precise to assist in the solution 
of the particular practical question under discussion. 

Tried by these tests, the classification in Table D. may be pronounced "correct," 
so far as it is possible to judge without an intimate acquaintance with the detailed 
processes by which the figures have been collected and arranged. The terms of 
reference to the Commission draw a distinction between "real" and "personal" 
property; but, as Sir Alfred Milner points out in the Memorandum submittlld to the 
Commission on Agriculture. such a distinction rests on a legal technical basis, and 
brings together species of property, which, for the purposes apparently contemplated, 

• though not expressed iisdem 'l:erbis, in the terms of reference, should be kept distinct, 
and on the other hand it separates Bome kinds of property, which should be treated 
together. 

If regard be paid to the past history of the question, as set forth in Sir E. ·W. Hamilton's 
:hIemorandum prepared for the present Commission, and to the immediate occasion of 
the appointment of the Commission itself, it can hardly be doubted that. a distinction 
between taxation on rateable and on nOll-rateable property, (roughly corresponding to 
immalrilia and mobilia), supplemented by taxation which is not .. incidental to property," 
is calculated to assist in the solution of Ii problem. or problems. which have arisen in 
consequence of the claim that the exclusive pressure of local taxation on rateable 
property (or innmobil·ia) demands some compensatory contribution from the Imperial 
Exchequer, drawing its revenues to so large an extent from non-rateable (or 'l/Wlril·ia) as 
well as rateable property (or irnmolrilia). and from taxes wbich apparently are not 
.. incidental to property" at all. In other words, for the purpose of determining 
whether the "rates," to use a compendious description, should be, or be not, 
relieved from the" tBxo:s," the separation of taxation ou rateable property from the 
other classes of ImperIal taxes seems speoially suitable; and it would be difficult 
to find any division of taxes recognised in eoonomic treatises, which would be equally 
adequate. 
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Nor, taking the first requisite o~ II good clas~!~ca~ion, would it be ea~r to sugg~s~ ~ny 
better classification of taxes, whlCh are not InCidental to property, than II dIvIsIon 
into taxes "levied in respect of commodities," taxes .. levied in respect of incomes 
derived from personal exertion," and" miscellaneous taxes." 

But it must be added that the classification only satisfies the condition of suitability 
to the purpose in hau.d, if it be taken for &"I'anted that. that . p~rp~se is the 
determination of broad Issues, and not the establishment of DIce dlstmctlOns. For 
example, while the c!as~ification may be reg~rded as adec.Iuate, s? l.on~ as th.e broad, 
apparent, immediate InCIdence of the tax~s IS alone cO~Bldered, It ~s I~po~~lble, and 
it is misleading, to attempt to determIne the "eqnltable contl'lbutlOn of" all 
Idnds of real and personal property" to "Imperial" or to " local" taxation, unless 
allowance be made for ultimate as well as for apparent incidence; and, in making this 
neceRRary allow~nce, it is h:azardous. to use t~e figures reached in (I broad p:actical 
classification as If they conformed WIth the DIce refinements of theory. The dilemma 
thus nresented may, in actual fact, prove to be more largely apparent than real; but it 
certainly points to the .desira~ility, if not !he ~ecessity, of caution. " . 

Again, Sir Alfre~ ~:l:Jlner hlmse~, both m hIS Memorandum, and. also I~ hIS eVlde~ce 
before the CommISSIOn on Agrlcultnre, lays stress on the difficultIes attendIng 
the actual execution of the classification, and on the approximate character 
of the results obtained; and with these observations it is as impossible for the 
external student to disagree as it is to overrate their pertinence when any departure is 
made, or cont.;mplated, from the consideration of broad issues. 

The criticisms of Sir Robert Giffen in the Interim Report of the same Commission 
undoubtedly tend to emphasise the necessary qualifications, with which the interpretation, 
and translation into practice, of such a classification must be conducted; although 
it may be noted thM tho question of the correctness of the classification does not 
immediately raise the further question, to which a large part of his criticism is 
directed-the mode of computing the values of the different classes of properties or 
incomes on which the burden of taxation falls-even if such computation be necessary 
to the complete solution of the problems before the present Commission. Nor is 
the subdivision 'between land and other kinds of rateable property introduced into 
the present classification, or the disputed point explicitly raised of the nature 
anu incidence of the burden of the redeemed land tax. It may also be noted 
that, according to accepted statistical principles, the figures of such a classification 
may be saft'ly used, as in Sir E. W. Hamilton's Memorandum, for the purpose of 
comparing different periods, and indicating the relative growth or diminution of 
the taxation falling under the respflctive headings, if there is a reasonahle certainty 
that no serious alteration has been made in the classification at each particular period. 

For determining broad issues, then, involving considerations of apparent incidence 
alone, and as the. starting point of further investigation, the classification may 
l,e regarded as correct. But further investigation seems to be necessary to any 
adequate solution of the questions submitted to the Commission, and the figures 
would require readjustment accordingly. The probable ultimate incidence of the 
different taxes would need Bome consideration. The operation of existing" grants in 
aid" from the Imperial Exchequer, and of more recent assignments of the proceeds of 
certain taxes to local authorities, would alter the proportions of the burden of Imperial 
taxation on rateable and on non-rateable property, and on other sources of revenue, 
exhibited by the figures of the Table; and the readjustment of the statistics woulCl be 
attended by the difficulty to which allusion was previously made-the difficulty, namely, 
that the figures have been originally distributed according to a rough convenient practical 
classification, and can only be employed with caution and hazard on the supposition 
that they accord with the nicer disti.nctions of more precise theory. 

Question (2).-While it may be possible for the external critic, with more or less 
accur.acy, to pass judgment on the general principles, and the broad lines of a 
classification, It is difficult, if it is not really impossible, to arrive at any satisfactory 
estimate of its detailed completeness, or of the correct distribution of its several 
items, without the pos8ession of an intimate acquaintance with the particular processes 
by which the data have been originally obtained, and with the precise nature of 
the statistical machinery by which their subsequent arrangel1lent has been effected. 
A personal knowledge of the inner history of the statistics of Table D. would 
alone su~ce to pronounce on the accuracy of its details; but it would appear, both 
from Sir Alfred Milner's Memorandum and from his oral evidence before the Commission 
on Agriculture, that in the case of some items of taxation it had been necessary, in 
defauit of more certain information, to proceed by the method of arbitrary division, 
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and in that of others to extend a distribution,. based upon, more or less definite 
data in particular instances, to cases held to be analogous. The latter of theRe two 
methods is a recognised instrument of statistical investigation, and without recourse to 
it maily useful inquiries, yielding trustworthy results, would become impossible; but 
its legitimacy obviously depends on the closeness of, the analogy, which it is sought; 
to establish, while ihe former method of procedure by arbitrary di,vision can only 
be justified, if the cases, with which it deals, constitute, in com!larison with the 
mass of statistical material handled, 'IMUl q'UlVf!tiU llegligealJ14. ' 

Thus the distribution effected of Schedule B.' of the Income Tax is confessedfy 
arbitrary; but there seems w be no valid reason for disputing the pertinence of 
Sir Alfred Milner's contention that Schedule B. is rapidly becoming of inappreciable 
importanoe, and that, the amollnt· of error involved in" any arbitrary division is 
comparat,ively inconsiderable. Such considerations, however, would hardly apply to 
the distribution of the item'" Trades and Professions," in Schedule D." which is also 
avowedly bssedon an assumption that' can Bearcely be regarded as other than arbitrary, 
if that assumption could.be proved, on, trial, not to correspond with actual fact. 

Nor can it be denied that a large use is made of the other method-· thab of extending 
results, asoertained, with more or less certainty, in the case ,of partioular taxes,to 
analogous instances. For example, under the ·same Sohedule D. of the Inoome Tax, the 
distribution of the item" Railways in the United Kingdom" is thus described by 
Sir Alfred Milner:- ' , 

" We know from the income tax assessments the total profits on which railways are 
charged. We know from the returns ·of local taxation their gross estimated l'ental. 
The tax on so much of the profitsaa is equal· to gross estimated rental, 645,OOOl., 
has been attributed to· 'rateable property '; the tax on the ,balance, 3S8,OODE., to. 
, non-rateable property'." . ' , 

Much of the criticism, passed by Sir Robert Giffen on this distribution intbe 
Interim Report of r,he CommissioRcn Agriculture, seema to be more pertinent to 
the question o.f the ultimate incidence· o.f the taxation, than to. t:4e correctnees of a 
classifioation, which may be taken to ,'aim only ,at tixh~biting .the broad features of 
immediate apparent incidence. But it is certainly not~worthy ,that the, distribution 
thus effected, which confessedly rests to some extent on· hypothesis. i.s extended to the 
analogous instances of '" quarrieR," "mines," ,&c., alld, that in ~he case .ofthe Probate 
Duty, while "cash,"" funds," "foreign. securities," and "household furniture~' fall 
easily inte the category of" non·rateable property," a'certain amount, of the property 
subject to the dnty belongs wholly or in part to the "rateable" 'Glass, and in. the 
distribution, actually effected, of the" shares of publiccomplIonies," whi.ch admittedly 
form a large item of the class, Sir Alfred Milner adopt!!, as his guiding principle 
the division previously reached,in the case of "Railways in the United'Kingdom" 
under Schedule D. of the Income Tax. Having effected, partly by the aid of this 
guiding principle, partly by other more d~finite data, the distribution of the Probate 
Duty as a whole, the proportions thus established are used in !)laking the divisi\l\l of 
"personalty" in the oase of the Estate, Legacy, and Succession Duties. They appear 
again in the distribution of the" stamps on transfers of stocks and shares"; aud ih 
the case of "contract notes" Sir Alfred Milner follows, with some. 'misgivin~~ 
~he distribution ado.pted in that of" stamps on transfers of,/tecks and shares." For 
the purpose.of arriving at broad results, the original division 0 railways under Sch~tile 
D. may be substantially'acourate, and the analogy of the cl!>ses,to which it is exten~d, 
may ho.ld good; but. it iii/ obviollS that the divisicn, once adopted, governs no swall 
number of analogous oases, and that an error of a,nYIllagnitude in the. governing 
instance, or the, failure of . the analogies, which it is., sought· to estab1,)li, I!light 
exercise a oonsider&ble influence on the· general result.' . ., . 

It may also be noted that an apparent discrepanoy exi~ts, 'which might disappear 
on acquaintanoe with the inner histery of the statistics, between the mode i/1 which 
"railways, &c." are treated and companies other than those dealt with Under 
the previous items of Schedule D. In the case of these other cOlllpanie$,' it is 
as~umed that their rateable property is already assessed under Schedule A., and that the 
inoome tax paid by them under Scheduhl D. may be entirely credited to .inon-rateable" 
property; but in tbe case of railways another :assumptionis apparently made. 

On the other hand, there ,are taxes where the data available for effilctinO' the 
distribution are fuller a1id more reliahle, and the distribQtion itself is made cn easi~r and 
more obvious lines. , Such is the csee with the Oustomsand Excise; and'in answerin~ 
this question, .,s in. replying to, the first, it should' be borne in mind that. the issues 
involved in the division between lande and other rateable property, .with' which the 
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Commission on Agriculture was concerned, are not, directly at lenst, raised here. The 
Redeeme!l Land Tax, again, which was entered separately in the last line of the Table, as 
originally presented to the former Commission, is excluded from the present Table; 
and unless account be taken of other taxes imposed in the past, and since removed, by 
f.he 'Le~islature, it is probably safer to exclude the item in framing an estimate of 
the present burden of taxation. 

Que8tion (3).-The academic question of nomenclature, whether the net revenue of 
the Post Office should be called a tax, which may be answered in the affirmative 
or negative, according to the definition of a t,ax which is adopted, and the distinction 
which is drawn between taxation and other forms of revenue, may be distinguished from 
the practical question, whether, in estimating the burden of taxation, the net revenue 
of the Post Office should he treated as a tax. This is no mere problem of nomenclature 
or terminology, and it can hardly be doubted that the monopoly enjoyed by the Post 
Office cnables it to compel those, who avail themselves of its services, (in other words, 
the great mass of the nation), to make the payments, which yield the net revenue. If 
this net revenue were not obtained, the burden of taxation in other forms would have 
to be increased. If it were reduced, or dispensed with, by economy of management, 
or reduction of charges, those, who use the Post Office, would be pro tanto relieved. In 
either case, whether the matter be regarded from the standpoint of the Government 
which receives, or of the individuals constituting the mass of the nation who pay, the 
net revenue of the Post Office seems to fall naturally under the description of taxation 
by monopoly, and is appropriately treated as a. tax in computing the burden of 
taxation. . It does not appear to come appropriately under anyone of the previous 
headings of the table, and any division of it between the different headings would be 
arbitrary. It therefore lIeems to be most conveniently and appropriately classified 
as a "Miscellaneous" tax. 

Question (4).-The ultimate standard, to which, in the last analysis, theoretical 
considerations appear to conduct, as affording the best test of the" equity" of a tax, or 
system of taxation, is its accord with relative" ability to pay." The discussioDs of 
the text books agree in pointing to this general conclusion, which is also dictated by 
plain common sensa. The differences of economic theorists, and the difficulties of fiscal 
practice. arise in the interpretation of the test. 

Where "ability to pay" can be measured by definite specific' benefit received from 
some particular act of administration, and not merely by that vague notion of a 
proportion of the general benefit derived by the citizens of a community from its efficient 
government, which led earlier writel's to propound what is sometimes known as the 
" social dividend" theory of taxation, considerations of equity certainly seem to suggest 
the adjustment of the relative burden of a tax to the proportion of benefit respectively 
received. And it may be noted that, when in the case of a particular tax, or group 
of taxes, such an adjustment has been carried into effect, the equitable arrangement of 
the other parts of a fiscal system may be considered with little, or no, referenca to the 
burden imposed by the tax, or group of taxes. which has thus been treated. 

, In matters of local taxation more opportunity is afforded for the measurement of 
.. ability to pay" by specific benefit received than that presented in the collection of 
the Imperial ,revenue, and recent developments of local administration ha.ve tended in 
a direction favourable to the application of the principle. The discussions, for 
example, which have lately been raised on the question of .. betterment," may perhaps 
indicate a more general extension to this country of the methods of taxation by 
" special assessment" adopted in the United States of America, and theoretical con
siderations may certainly be advanced in support of the equity of such .. special 
DSsessments," although, in actual practice, difficulties may arise, of which theory, from 
its very nature, takes little or no notice. 

Where, however, a definite or approximately definite measurement of specific 
benefit received is impossible, or difficult of application, it becomes necessary to fall 
back on the ultimate test of .. ability to pay," and a rough measure of this is afforded 
by the amount of income or the value of property enjoyed. On the whole, it may be 
said that t.he great practical difficulties of a property tax point to an income tax as the 
more preferable mode of taxation according to .. ability to pay," a.nd it may be noted 
that the occurrence of serious practical difficulty in colleotion is almost certain to lead 
to inequality. Most writers would agree that an income tax is theoretically one of 
the most equitable that can be devised, but that it is beset by certain practical 
difficulties, which, although less serious than those arising in the case of a property 
tax, al'e yet sufficiently important to render it necessary that for the attainment of 
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equity it should be supplemented by other modes of taxation. It depends, almost 
of necessity, to some extent on the honesty of the taxpayer, and it is practically 
impossible, as it is certainly inconvenient and uneconomical, to reach by its means the 
smaller incomes. 

Considerations of equity, again, would, in accord with the results of more recent 
economic speculation, point in the direction of graduation of this as of other taxes. 
But there are no theoretical considerations, by which it is possible to determine in 
practice the pre.ise amount of graduation, which will be perfectly equitable, and somb 
of the most obvious practiC31 difficulties of the income tax are avoided by taxing a 
large amount of income at ita source, such as interest on the Government debt, and 
dividends on shares in public companies, and salaries of officials-a method which is 
incompatible with progressive taxation. By" degressive" taxation, as it is called, by 
allowing partial or total exemptions, that is, in the case of incomes falling below a 
certain level, an amount of graduation may be introduced, without departing from the 
general rule of propcn·tional taxation, and it may be the case, that, supposing higher 
incomes were taxed at a progressive rate, theoretical considerations of equity would 
suggest a relaxation of this rate, or what is known as "regressive" taxation, when a 
certain point had been reached. 

But that precise point theoretical considerations could not determine, and for these, 
8fI for other reasons, considerations of equity seem rather to favour the establishment 
of a mixed system of taxation, in which the income tax would be supplemented by 
other taxes; by taxation on commodities falling-if the approved English method of 
selecting a few commodities of large consumption, and imposing a low specific tax, be 
followed--with inevitably greater weight on the poorer classes, who do not contribute 
to direct taxation; by death duties, which intArcept property as it passes from one 
person,to another, where it is more easily possible, within certain limits, to apply a 
principle of graduation, and by other modes of raising revenue. Theoretically, income 
affords an equitable test of "ability to pay"; practically, an income tax is liable to 
result in inequalities, which are corrected, it may be roughly and imperfElctly, by 
assigning to it a place of importance in a mixed system of taxation. 

In the case of local taxation, the hous6 (or, more correctly, the land or tenements), 
which a man occupies, whether for residence or for business, affords the most available 
indication of .. ability to pay." In no inconsiderable number of cases the hous6 or 
tenement occupied corresponds roughly with specific bsn6fit received; and, historically 
speaking, its unportant place in local taxation seems to be due to 80me confusion 
in the minds of legislators between benefit received and .. ability to pay." It is also 
a rough indication of income, and it admits of the adoption of some amount of 
graduation. But in practice, like income in the case of Imperial taxation, it seems an 
imperfect measure; and, while the income tax is supplemented, and its imperfections 
roughly correctad, by other forms of Imperial taxation, local taxation is confined, 
practically, to the house or businesB premis68 (in urban districts) as the single test of 
.. ability to pay." 

Theoretical considerations of equity, again, undoubtedly show that certainty of 
taxation is a primary desideratum, and, in Adam Smith's language, a small amount 
of uncertainty IS a greater evil than a large degree of inequality, for uncertainty almost 
inevitably results in inequality. But certainty is most easily attained by taxing what 
is visible and tangible. and the house (or land or tenement occupied) is undoubtedly a 
visible tangible test of incom6 and of " ability to pay"; while what is generally known 
as personalty is, comparatively speaking, invisible, and also admits of removal with far 
less difficulty beyond the reach of the local tax·collector. 

The hOUS6 or tBflCmsnt thus suggests itself as an equitable etandard, hut broader 
considerations of equity conduct to the desirability of supplementing its imperfections; 
and, in the absence of any system of mixed taxation, such as that prevailing in the 
Imperial taxes, and in view of the inevitable drawbacks and economic objections 
attending the local taxation of commodities, and of the difficulty of "eaching by any 
machinery o~ lo~al" collecti?n in visible income, consideration~ of equity seem to .point 
to "grams.m.lud, or assignment of the proceeds of certain taxes, or some Similar 
contribution frow the Imperial Exchoquer, as a means of securing an adjustment of 
the burden of local taxation (considered alone) to .. ability to pay." 

Question (5).-ln determining the general question of the real, as distinguished frora 
the primal,!!. apparetlt incidence of taxation it is bardly possible to pass with safety 
bey?nd. the broadest considerations. The possibility, like th~ prob.ability, of ~h.ifting 
the mCldence of a tax undoubtedly depen<1ll on the de~e In which competltlon is 
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present !!nd acti,ve, and the.prOcE'ssis ,as cerjiainly:, IIlTested, orprev~nted,by the, 
existence of "friction/, ' " '" , ' ' , 

On the one hand, there is a considerable measure of truth, and no less' an amount 
of pertinence, in the statement that the burden of a tax is likely to rest where it is 
first, imposed.; ,To shift it requires an effort, which may, or 'IIiaynot, be within. the 
power, and, 1£ :within the power, may! or ,may ~ot" for~part o( th~ aotive desirE'; of 
the person on whom the tax is, prImarily lllld., Repent economljl speculation has 
certainly, tended to emphasise the importance and reality. of economic," friction," 
whichwilr'at leastret!1ord, if it does not prohibit, the 'process of shifting.: ,',' , 

Oli the other J!and"there can be little doubt that, to some extent at le!1ost; the burden 
of taxation" wher~ver, ,the tax, or taxes, are first imposed, will ,be gr!1odually diffused 
throughou~ a cOIl1P!ltitive society. ,The proc,ess, may irideed take a long, 'while to 
accomp~ish ;. ,and here" again, recent ,economic , specul~tiqn, ,w hich , has, broughf.intq a 
new -promi,rience the i'ilteract~on of ': mutu~y, d~teJ;mming i~fl~en.ces,". suggests that 
shifting forwards may occasIOn some amoun,t of co~pens~tory shiftmg backwards. 

Be'tween these two hypotheses of thl) accord, and dls!1ogreement, of primary with 
ultimatIJ incidence, 'cases occur where it is obviou's that some shifting takes place, 'but 
it seems equally obvious t'hat it is confined to a certain distance. It is a generally 
accepted doctrine of economic, ~eatises that the main 'bul'den, at least; or: taxation 
o~ COIpI!lod~ties,falls in ordinary cases on .the, consumers; but it is also possible that 
the conditions of supply and dmpand may be BO aJreoted, by the imposition of. /1 tax, 
or may be of, such a character at, or prior ,to, its in~o~nction. that part of the burden 
maY,fall on the:producers .. To. some extent, /1gam, It seems ;p'robable that.in some 
cases .t4e, bur,denpfold taxation is .. c~pitalised:' and that the new purchaser of 
propAr~y ,p.iscounts,jin thepurchase.money~ the. taxation .imposed on the object of 
purchsts~, ,and, thus,. e~caping its burden for the future, compels the vendor ,to bear 
the whole-weight in .adiminished price. ." . ".. • 

, In judging, then, of the real as distinguished from ,the apparent incidence of taxation, 
the safer plan seems ,to be to s'tartwith the hypothesis, that,ili the absence of distinct 
evidence to the con~ary,. the, main burden, of the tax.will remain where. it is first 
imposed, and tq proceed to argue that in the ordinary ciroumstances of 11' competitive 
80ciety 80me, portion at leas'twill . be diffused, but tha~ at each successive shifting the 
extent. and ,success o~ the mpyement, will- depend on the conditions 'of supply and 
delIland, 01). ~he amount and activity of competition, which is present, on the character 
and: degree ,0(, economic .. friction," which is, operative: These conditions require 
separate sorutiny in .each particular case; but it may· be b]!oadly asserted, on the one 
ha);ld, that, wherever the tax comes in oO!ltact with mOllopoly;there it ,is likely to rest, 
for I¥onopoly, to the extent to which it is effective, is the negative of cqmpetition; and 
on the ,other it may be urged that a distinction should be drawn between that 
commercial competition of dealer with dealer, which is more easily established, and 
calculated to stimulate and permit more .rapid and extensive shifting, and that 
industrial competition of producer with producer, which is at once more sluggish in 
itE /lction, and more liable to be hinqered by economic" friction." , 

Question (6.)-(a:) The primary incidence of the Inhabited House Duty falls on the 
occupier, and it is probable that to a very large degree the real incidence of the tax 
cOITesponds 'with its primary and apparent incidence. Some; at least, of the reasons, 
which may be addy!Csd in support of ' the theory that the burden of looal rates is 
shifted from the occupier, do not apply to tile case of the Inhabited House Duty. The 
occupier is 'unable to remove,: or diminish, the burden, to any practical extent, by 
changing his abode. He cannot move to another district, where the duty is lower, 
for it is an Imperial tax, levied on uniform principles throughout, the country. He 
may also be ,held to be unable to' shift the burden to any material extent by moving 
into 81 house of lower value; for his house accommodation ill, within narrow limits 
of increase or decrease of requirements, a fixed item in his standard of comfort; and 
he will ;probably need a more 'powerful motive than· the payment of a slightly 
diminished" Inhabited House Duty before he takes the unpleasant, and, it may be, 

. difficult, step of changing his· abode or manner of life; and regarding the mass· of 
occupiers as a wholc, it, is 'improb'1-ble that t,he payment of dul,y at an increased rate O!l 
houses of higher value induces an appreciably large number to move into tenements 
exempt from duty altogether, or into those taxed at a lower rate, '1'he more probable 
assumption seems, therefore, that the chief, if not the entire, burden of the Inhabited 
House Duty £nlle on the oucupier, alld that the real coresponds with the primary 
incidence. , 
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(b.) In the, CIII!e of rates levied. ,on houseS" and .on trade prell?-ises, the primary 
incidence also rests, with tl:ie occupier, and' an effort is n,eeded to .shift the. burden. 
But the opportunities are greater in number and easier of achievement. Some amount' 
of movement, at least, is . possible from more. to less highly rated disn-icts, and thus 
the burG en of the 1'8tes may, be partly shifted from the slioulde1'8 of the qccupiers .. 

It is probable 'that this ·movement from dietricno ,district is more oasilyeft'ected 
in the case' of the occupiers. of residential.hous89 than in that of those "bo are 
proseouting 'a businessl?!-"trade.:£oi- in ,their csso' departure from a particular district 
may imply the .surt'ender ,of ~ varuabl~ connexion. and from, this. point of view it 
seems likely: that the burden ohates upon hOll,BlIS ;may.be more rapidly and extensively 
shifted than the burden of rates on blisinees premIses. . 

It can hardly be doubted, again, that, where a choice ia open, the occupier, selecting 
his residence, and.the trader, deciding on his bUlIiness premises, pay some regard to the 
amount of the e:cistilng rates, and accordingly, so fa).' as the rates fallon the grO'Unci on 
which the house or trade premises arebuil('·some part at least of the burden of 
existing rates is then. shifted to the'landloJ;'d; Similar" considerations apply to the 
burden of /u/Jure rates,so far a& they arelikEiI:r. to·~nter into the forecast of the 
average man;' and at the expiration ofJ;'enewal pi- a,tenancy an opportunity is afforded 
for striking a new bargain, the terms of which will be atfected by the amoun~ of the 
rates then actually levied or oonsidered probable.' " , ' . . 

Brit thepert.inence of this reasoning "depend!l. on the activity and reality of the 
oompetitive,forCes which are present.~he choice 'by-the trader of suitable bUSIness 
premises may .be more narrow~y. circumscribed than that, of the. residentialocl,lupier ; 
but, on the other' hand, he' may be' more . awake to' economic considerations,' and 
keener, to take, aq.vantage of favqurable, opportunitiell ~or driving a. bargain. In. any 
event, the' shifting" of thll burden. of taxation. requires an effort which the occupier 
may ,OJ;' may not, be able or desirous .to make; the house or prtlmises may be. held on. 
a lease of some ~uration, during the continu/lnceof whiclino opportunity is offered 
for shifting the burden, of rates newly imposed; and in many urban tenancies a. 
number of stages may separate, and more than. one :' iniddleman" intervene between 
the occupier, on whom 'the rates are primarily levied, and the ground landlord; and, 
while competitive forcea may prove the more poweIful in some of these cases, they.may 
be overcome in {)tlIers by economic frictio~. So far"therefore, as the rates fall on the 
grriuM cib. which the houses or trade premises stand; it js probable that the roal 
iricidenc~ to some extent corresponds with tbe, primary incidence, and that to some 
e:s:tentalso:the .burden. Jsshifted to the immediate, the remoter,and, finally, the 
ultimate landlord; ,but theoretical considerations can. hardly determine a prun'i tho 
precise degree in. which .the burden will be distributed. . ' 

.So far, again, as th.e rates fallon the houses or trade prelllises, as distinct from the 
grO'lJlTUl, ,OD. which they are built, the primary incidence rests on the occupier, and 
according to the keennesll or weakness 'of the demand for building accommodation, ana 
th~ amount of foresight and alertness he himself possesses lind exhibits, he will be able 
to'shift a less or greater part of' the burilen on to. the builder . The builder will in 
ordinarycsses expeot to secure an average profit; and in the Zc,n!l run building 
operations will he contracted, if average profits are not realised, while the continuance 

• of abnormal' profits will ill the long run attract increased competition to the building 
trade. Similarly, the occupier, or n-ader, will in the lcmg run be disp)sed to seek a 
less expensive house, or . less commodiou3 'business premises, if the burden of the 
ratl'S be increased, or to move to a less highly rated district; and thus in the long rzm 
the demand for house or bu,siness accommodation of a certain quality, or in a certain 
locality, will' decline. 'the .conditions of supply and demand may in this way afftlc4 
toe distribution of the burden of the rates, but it is to be noted, on the one hand, that 
houses and' trade' prelnif\es are' commodities which it is not easy to increase or 
clhriinish witlI any rllpidity, and, on the other, as was remarked before, that expenditure 
on hOUSe BCl,lommodation lS, within limits,. elastic, and tbat similar considerations apply 
also to some extent to trade and business premises. 

On the whole, so far as concerns the rates falling on the grl!und on which the hOl1se~ 
or ·trade premises are built, the presumption seems to be that part of the burder. 
will lie shifted, an~ ult~mateli,though indimini~hed quantity, reach and rest with 
the ground lundlol'u, while, so far. DS the rates falling on the buildings themselves ar~ 
cOiICBr1ied, thepresumptioii is ·rather that their real incidence coincides with their 
primaiJ lind apparent ~cidence·." But it does .. not eppear to be probable either that the 
whole,o1' even themam ~ar~ of t,he rates on, the ground are shifted to the ground 
lanalord~ or ~b~t the occupIer I~,nev~r a~le to shIft part of the ratea on the buildings to 
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the shoulders of the builder. T~e onus. of :making the necessary effor: rests primarily 
in either case with the occupier, and IllS success depends on his character and 
circumstances. 

(Il.) The primary incidence of rates levied on agricultural land, like that ~f those 
imposed on urban houses and trade premises, falls on the occupier. But the 
opportunities of readjusting the rent are more numerous where middlemen, like the 
builder, are infrequent, where yearly tenancies are the rule, and leases of even short 
duration are uncommon; and, setting aside his house, to which the considerations 
affectmg urban residencies to some extent apply, the farmer, regarding his land as lin 
insbrument of profit, can hardly fail to recognise that, if the rates form a heavier 
charge, the rent must ceteris paTibu8 take a smaller share. The possibility of shifting 
the burden depends here, as elsewhere, on the varying conditions of supply and 
demand, on ~he ex;tent to which tenant an~ ~andlord ~espectively are influenced by 
pure economiC motIves, and are able and willmg to drive a good bargam. But it 
cel'tainly seema that the presumption inclines in favour of the removal in the main 
of the burden of rates on agricultural land to the landlord, and that the primary 
does not correspond with the ultimate incidence. Where leases of some duration exist 
the process of shifting is suspended during the continuance of the lease. Wher~ 
tenants are not rack·rented, the motive, as the opportunity, for shifting the burden 
is not present. Where tenants are unintelligent, or unarle, or unwilling, for various 
causes, to move to other districts, or, if necessary, to o'her occupations, economic 
"friction" retards, and may even prohibit, the operation of competitive forces; and it 
is on the hypothesis of competition that any presumption of the transfer of the rates is 
foundlld. 

(d.) Taxes on the transfer of proper!,y are PTO tanto an obstacle to the transfer. 
They add to the expense of the transaction, and fall on whichever party may prove 
to be economically weaker. The more probable presumption seems to be that the 
vendor is likely to be more anxious to sell than the purchaser to buy, and that, 
therefore, the former bears, at any rate. in the majority of cases, the larger portion 
of the burden. But the reverse may occur; or the real incidence of the taxes may be 
distributed in varying proportions. 

(e.) Taxes on trade profits may be imposed generally, or on some particular trade. 
They fall primarily on the trader, and an effort on his part is needed to .shift the 
burden. If they are specially levied on some particular business, and that business is 
of the nature of a monopoly, the real incidence of the tax will tend to accord with 
the primary incidence. For the burden can only be shifted by surrendering the 
monopoly, on the assumption that the most advantageous use of their position has 
been previously made by the monopolists. It is possible, indeed, that the imposition 
of the tax may supply the stimulus required to prompt a more profitable policy, and 
that previou~ly the monopolist.s had not been awake to all the advantaglis of their 
position; and in this case part of the burden of the tax may be transferred to the 
consumers or customers. It is also conceivable that the imposition of the tax may 
bring about a manipUlation of the monopoly that will place the consumers in a 
better position than that which they previously occupied. But these consequences 
are more accidental than normal, and the more probable presumption remains that 
the burden of the tax will rest with the monopolists. 

In the case of trades, where competition prevails, the opposite presumption holds 
good. The traders will endeavour, probably with success, to shift part of the burden, 
it may be to consumers, it may be to wage-earners, it may be to those engaged in 
auxiliary industries, which supply the materials used or the machinery employed. 
Of these classes it seems probable that the consumers will be most largely affected; 
though it should be noted that the ultimate effects may differ according to the 
nature of the trade,-whether its productions obey a "law of inlJ'l"easing," or a. "law 
of diminishilng returns." In the latter Cllse, the imposition of a. tax may supply a 
motive for contracting, and in the former, for extending, the scale of production; and 
it is on the varying conditions of supply nnd demand, which would thus be variously 
affected, that the oistri.bution of the rElal incidence of a tax will depend. 

If, lastly, taxes be Imposed generally on t;rade profits, the opportunity of shiftino
to an unLaxed trade will not be present; but it may be noted that it is by no mean~ 
certain, as the older economists would generally have held, that the imposition of an 
uhiform ·tax will produce an uniform effect. Its ultimate results will depend on the 
reaction respectively occasioned by the dillerent circumstances of different industries. 

}'inally, It may be observed that e.xtraordinaTY profits are of the nature of a 
differential advantage, and that taxation tends to rest on the possessors of differential 
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advantages when once it reaches them. So far, indeed, as rates on business premises 
considered in (b) above rest on the trader, they form a burden on profits, whicb. will 
be shifted, or not, in accordance with the presence, or absence, of the conditions just 
examined. 

(f.) Death duties diminish the C<YrpU8 of the inheritance, and claim a share for the 
State. In a Bense they may be regarded as analogous to taxes 011 the transfel' of 
property; but the transferor cannot feel their burden, and the transferee cannot shift 
it to anyone else but himself. Just as 3 purchaser will probably discount a tax 
on the transfer of property in ma'king his bargain, so the amount of an inheritance 
may be discounted by an expectation of death duties. There is some reason fol' 
thinking that they do not so much impose a burden on individuals as embrace a 
favourable opportunity for claiming a portion of wealth for the State. 

Que8tion (7).-It is not easy to frame any criterion for distinguishing the purposes, 
for which taxation should be raised locally, from those, for which it may be more 
appropriately levied by the central Government, which will not involve some cross
division. A large and increasing amount of local expenditure, for exaIDiJle, is 
.. beneficial" rather than" onerous" in character. It is devoted to the execution of 
public improvements, or to the furtherance of objects which directly conduce to the 
public welfare; and, where it is possible to apportion the taxa.tion to the amount 
of specific benefi1; received by particular individuals, or by the dwellers in definite 
districts, it would seem indisputable that the expenditure on such objects should ba 
met by taxation raised locally. The local taxpayers, who in this case are ex hypothesi 
the persons immediately affected by the expendituro, are thus interested in Hecuring 
economy no less and no more than efficiency. 

More doubt, however, arises where the nature of the benefit, and the area affected, 
are less easy to determine. For some local expenditure, which is unmistakeably of a 
.. beneficial" rather than .. onerous" character, may yet be devoted to objects, the 
benefit acoruing from which extends to a larger area than that immediately affected, 
or the efficient execution of which might be hindE'red by the urgent appeal of con
siderations of economy to residents in the actual locality, while the contributors to 
Imperial taxation, realising the pressure less vividly, would be less likely to neglect 
considerations of efficiency. . 

It may, for instance, be the case that the benefit of some public improvement, 
effected in certain poor districts, would be considerable, and, though primarily affecting 
the residents, would indirectly be of real advantage to the community generally, or 
at any rate to a larger area than that directly concerned; and I!imilar considerations 
may apply to cases where no actual "improvement" is contemplated, but merely 
administrative acts or the execution of a policy. In such instances some such arrange
ment as an "equalisation of rates," or some contribution from the resources of the 
central Government, would Beem to be dictated both by considerations of equity and 
by those of practical expediency. Where the area of probable benefit is fairly defined, 
but is larger than that immediately concerned, the former alternative is suggested; 
but, where the benefit exceeds to the whole community, which is interested in 
efficient execution, the latter is recommended by the circumstances of the case. 

Again, it may be expedient, or even necessary, for the attainment of satisfactory 
results from certain public expenditure of a local character, that uniformity of adminis
tration and simultaneity of action should be secured; aIld the most effective mode of 
aohieving this object may be for the central Government to raise the revenue 
required and to direct the expenditure. It may indeed exercise control over expenditure 
without providing the whole, or even a portion, of the revenue; but its powers of 
efficient control are ceteris parilrus likely to vary with the extent of its possession 
of the purse. 

On the other hand, although central control may command a higher standard of 
general administrative ability, and a greater width of experience, and may be com
paratively free from the more petty considerations of economy, and the narrower and 
less enlightened views of the common interest, which may on some matterd of 
more than mere local importance exert an undue influence on the electors, or admims
trators, of looal government, it is, nevertheless, more rigid and uniform. It is unable, 
from its very nature, to make experimental trial, save on rare occasions, and within 
comparatively narrow limits, of the effects of differences of administration in different 
distriots; and it can only adapt its policy to the varying needs of particular localities 
with difficulty and imperfection. It does not possess the local expelience, whioh is 
often needed even to suggest the most suitable and effective policy, and it is not 
aotuated by the immediate personal interest, or amenable to the influence of the 

1.:4 
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intimate personal mo~ives, th~ consta~t1>resence of which mar ~e re<Juired to secure rea 
efficiency and to obtam genmne- e<:<>~omy: Eyen l.ocal· admmIstr~tioJ!. may /luffer from 
unaue routine, but central' admmlStration '.'IS, With 'rare exceptIons, more prone to 
uniformity, and more averse to engage in promising experiments; and, while economy 
of management may sometimes increase with· the, scope 'of ,the underta¥ng'i.w!t~ch 
permits of stricter and more perfect system;......of a more extenSIve and effectIve dIVISIon 
of labour, and a more advantageous purchase and employment of materials and 
machinery-it remains true that, the smaller :the size, of the enterprise, the more real 
and active, the more satisfactory and effectual, is likely to be the personal control of the 
entrepreneWl'. " .. , " . , , 

Whil.." therefore, in ,cases,of,beneficial expenditure, the advantage of which can be 
specifically assigned. <he presumpt,ionis in favour of taxation raised, locally, in cases 
where the benefit is~. ~enerally diffused, a balance must bestruc\ between the need 
of uniformity and the ad" ..,ntage Of variety, between' the prospect of econoniy' prevailing 
over efficiency through the undue influenc6 of' immediate interest, or. of efficiency 
conflicting with economy thrt)ugh the lack of local experience or control,',and between 
the <fegrees, in which the particular locality and the' central Government. are, asa 
matter of. actual.£act, directly concerned. . In such cases the appropriate distribu
tion of the duty of raising the revenue:required may be foune. at any point 'between 
wholly local and entirely central taxation; and in the majority 'of instances, perhaps, 
the balance inclines in the direction of mainly local taxation, supplemented by some 
contribution from the Imperial Exchequer. , 

In the case, lastly, of expenditure, the taxation requisite for which may be described 
mora strictly as .. onerous "-as necessary indeed to the public interest, but not as 
directly conducive.to ~he receipt by the taxpayers, whether individually' or' bollp.c
tive]y, of distinct· advantage---2while'considerations ''of economy and' 'efficrency do -not 
cease to be pertinent, comparisons' of equity, and' of ability to pay,would seem. to 
be more conspicuously'needed.And, owing to the inequalities attending the absence 
of a mixed system of local .taxation, the' presumption appears' clearer' in favour of 
meeting some portion at least. of the expendjture by Imperial taxation. But even here 
the presumption is not of universal application,. and sometimes, if not often, it will 
be the case that the interest chiefly concerned is that of the 10c!!1~ty and pot that of 
the gene!"!!] community, and tqat,. while: tlre latter is involved only to a small extent, 
a great .preponderance of ;"eight .rests with the former.' .' . ,. , 

. . 
Question (8.)-In considermg'in'questiOli (4) the tests tabe applied in determining 

the equity of a tax, or system of taxation; it was seen that in matters of local taxation 
'the house, or building (or, more correctly, ·.the occupation of land and othe,r tenements) 
was. taken as a practical visible test of" ability to pay"; but that the attainment of 

. equity suffered from'the circumstance that this test -(and, in urban districts; in the 
'main the house, or business premises· alone) fc;>rmed, practically speaking". the sole 

. standard of locnl taution, while,. in' the case of the Imperial Taxes, the necessary 
imperfections of the Income Tax were corrected, it might be toughly and im{lerfectly, 
but prob!!oly with substantial justice:, 'by the contributions ·of 'other taxes to ·th!!t 
mixed system of, revenue, of which the-Income'Tax formed one very considerable item. 
'So fl1.r, indeed, as local expenditure is directed to purposes, tho fulfilment of which 
.results in deli-nite, specific. bene~t. the house (or land or· tenement occupied) is a 
good rough test of the proportion of benefit -reaped, but, so far as the' test of ,benefit 
received is inapplicable, and 'it is: necessary .to· : have recourse to the· ultimate test of 
" ability to pay," it seems desirable to supplement tates levied on, houses and: other 
occupancies Py taxation raised from 'somB different source Or soure.es. Th!) ,taxation 
of commodities for local purposes by local authorities . is, " by general admission, 
unElco~o?Iic: '1'he ,dire?t taxation of .invisibl~ p.ersonalt,f f9r l!>cal purpo~es. by !O~al 
authorIties IS, as, experIence, shows,ver, uncertam and. drfficult.The pohcy remams 
of contributing to local expenditure from the. central e;rchequer; and it is a }lolicy, 
which, despite' of cerLain obvious drawbacks, it seems hardly possible to avoid withol!t 
abandoning the. attempt to secure substantial equity. J . 

Question (9.)-In view of the considerations adva,nced in 'anewer to que~tion (6~b.) 
on the real incidence of rates ' levied on houses 'and trade premises,' a division of the 
rates between the owners and occupiers 01 real. propertl~ wPllld appear more. equitable 
than the assessment of ocoupiers alone., ,The arguljlent doe!! not apply wi.th as much 
force to agrilYUltural as to ul·ban. property" but ,it ~snot irrelevant .. In the.caseof 
:urban propl'l"ty, however, it has .very considerable weight. If, as jt is,' the occupiers 
Dear the mflill burden of the rates. considerations of) equity :woulq eertainlX 8uggell~ &11 
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endeavour to elicit some direct contribution from the owners. If, on tho other hand. 
Bome portion at least of the real incidence now falls on the owners. considerations of 
equity do not oppose the suggestion that a portion of the rates should lie explicitly 
demanded. and manifestly levied, from the source which now invisibly. or at least 
obscurely, contributes. In any event. it is certain that to shift the burden of taxation 
requires an effort, and can only be effected as opportunity occurs; and it is therefore 
more probable that the incidence of taution will fall where it is intended. if it 
be directly imposed, than if it be indirectly obtained through the more or less effective 
medium of another party. •• 

Practical difficulties, no doubt, present themselves in distinguishing, as theoretical 
equity might suggest, between occupiers, who are subject to long leases and have had 
less frequent, or no, opportunities for transferring, at the conclusion of a new bargain, 
part. or the whole, of the burden of new or unforeseen rates, and occupiers, who have 
already enjoyed, and embraced, such opportunities, and in dealing with the different 
varieties of tenure, and the less or more numerous "middlemen" who may intervene 
between the immediate occupier and the ultimate owner. In other words, inequity 
may conceivably attend the uniform treatment of so-called " occupiers" and .. owners" ; 
and in some cases, as it is, the immediate owners directly pay the rates. But, setting 
aside particular questions of practical, though by no means unimportant, detail, geneml 
considerations of theoretical equity certainly seem to point to a division of the rates 
between the owners and occupiers of real property. 

Theoretical considerations, however, can scarcely determine the proportions in which 
the rates should be thus divided. On the practical grounds of existing Scotch 
experience, and of simplicity of assessment, an equal division may be suggested; 
but, on the other hand, it. may be tentatively affirmed that, probably in the case 
of urban, and certainly in the case of agricultural land, some portiou of the incidence 
is shifted under existing oircumstances, and that, accordiugly, it would be more 
equitable that the division should, to some extent, incline in favour of the owner. .A. 
differen~ distribution might on such grounds be conceivably recommended in the case 
of agricultura.l land from that adopted in the case of uI'ban real property; but, on 
the other hand, with the longer tenancies of urban property, another consideration. 
favouring the landlord, tells in the opposite direction, for he dOes not derive the same 
immediate advantage from loral administration and expenditure as that secured by the 
occupier. He may possibly enjoy, at the termination of a lease, the results of an 
improvement to the expense of which he has not contributed; but it is also possible 
that, before he enters into the reversion, the chief benefits of the improvement, and not 
the cost of meeting it, may be at an end. For these reasons a division, both in the 
case of urban and in that of agricultura.l real property, in which the part borne by the 
owner is to that borne by the oocupier as one to two, may, theoretically, be more 
equitable than an equal distribution. 

Question (lO).-Similar oonsiderations to those noticed in reply to ~he last question 
would point to the desirability of explicitly and directly imposing a portion of the 
burden of looal taxation on ground values; and they derive some additional strength 
from the argument that these ground values afford a conspicuous illustration of 
.. unearned increments," whioh it is desirable to reach by taxation, wherever it is 
possible. In answer to, or qualification of, the latter contention, it may be urged, with 
no little force, that injustice is involved in selecting for special taxation a particular 
species of .. unearned increment," when other less obvious and tangible, but no less 
real and extensive, varieties are allowed to escape, that in the peculiar case selected 
it is difficult and hazardous to apply the nice theoretical distinction of what is " earned" 
and what is .. unearned" to the rough confusion of practice, and that the present 
possessors of ground values are not necessarily the actual receivers, but only the 
purchasers at a full price, of .. unearned increment." To these theoretical objections 
to a. special tax on ground values as examples of .. unearned increment s" must be 
added the practical difficulty, advanced by experts before thc Town Holdings 
Committee, of separating the value of the ground from that of the building upon 
it; and these considerations appear to turn the SCalA against the separate rating of 
ground values, especially if the owners of such values are reached by a divi&ion of 
the rates between owners and occupiers, according to the method, suggested in 
Question (12), of allowing a deduction, by each successive tenant in turn, of a portion 
of the rates, similar to that at present pursued in the collection of Income Tax under 
Sohedule A. 

I SSfO!l. Aa 
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Question (ll).-The manner, in which the re.nt obtained by an owner ~f lan~,. or 
rateable .hereditaments, would be affected by the l!lcreaseof an old rate, the ImpositIOn 
of a new, or the reduction or abolition of a rate, would depend:-

(1) on the natu~e. of the tenure; .. . . 
(2) on the condItIOns' of supply and demand prevalhng in the. case of land' or rateable 

, hereditaments. 
If the tenancy were for a long term of years, and the change in the rates 

oCllurredduring its continuance, and could not reasonably have been foreseen at its 
commencement, the rent would be left unaffected until its termination . 
. When 'opportunity for a readjustment of rent occurred, the conditions of supply 
and demand would determine the manner in which the rent would be affected. If, as 
is generally the case, the rates were paid by the occupier, and levied primarily upon 
him; with him· also would rest the Onl}S of shifting the burnen, and the first 
option of transferring the boon. If, as is sometimes the case, the owner had previously 
paid the rates, he would bear the brunt of the burden of an increase, and would 
reap the first-fruits of the benefit of a decrease. 
~ut the extent of the ultimate shifting would depend on the conditions of demand 

and supply, and on the economic circumstances and calibre of either party. If the 
oC(lupier were the weaker, he would bear the main part of . the increased burden, and 
lose the greater portion of the relief .. If the owner were the stronger, he would 
succeed in securing a lion's share of the relief, and in transferring a preponderance of 
the burden. . 

The imposition of 'a new rate would probably operate as a 'more powerful motive 
in inducing the occupier to attempt to shift the burden. than the increase of an old 
rate with which he was already familiar. The benefit derived from the reduction of a 
rate would similarly be, in all probability, less eagerly disputed than that obtained by 
its abolition. In this, as in the first case, the change effected would be likely to be greater 
in magnitude, and would less easily escape notice. It would, therefore, seem to be 
more calculated to stimulate the operation of economic motives and competitive forces, 
while the vis inertia! opposing the effort necessary to shifting would be more powerful 
where the change was less in amount, and more readily ",void effective detection. 

Again, it seems more probable that the reduction or abolitioo of a rate would be 
likely 'to Jlroduce less effect on the rent than the increase of an old or the innpOBition 
of a new rate. The removal ·of a burden would not, itt all probability, so powerfully 
stimulate the efforts of the other party to obtain a share of the relief, as its imposition 
would urge the party, on whom it primarily fell, to shift a portion to other shoulders. 
Here, again, the motive prompting to action is keener, and the vis inertia! opposing 
change is less, in the one set' of cases than in the other.' . ' 

But in no case can benefit be reaped, or injury avoided, except on the hypot,hesis of 
economic superiority; and theoretical considerations will not determine whether the 
landlord or the tenant, the owner or the occupier of land, or of rateable hereditaments, 
is, generally' speaking, economically the stronger or the weaker party. Rent is, theoreti
cally described, a payment for a differential advantage, and when once taxation 
has ,reached differential advantages,. it has a tendency to remain; but, to attain this 
result, an'amount of economic activity may be' required, which may prove impossible 
under the circumstances. An examination of the special circumstances of particular 
cases can alone, determine whether or not this amount of activity is present; and, on 
this point, it does not seem to be possible to add anything to the general considerations 
advanced in answer to Question 6 (b and c) above. 

Question (12).-Similar considerations to those advanced in answering the last 
question apply to the determination of this. But it may be noticed in addition that 
the power of deducting the whole, or a portion, of a rate would, during the continuance 
of a tenancy, were the provision applied to existing tenancies, operate entirely for the 
benefit of the tenant, and would be, strictly and really, a deduction from the rent. At 
the close of a tenancy, when ali opportuuity for striking a new bargain occurred, the 
conditions,of demand and supply might enable the owner to shift part of the burden, 
or even, in exceptional cases, to transfer the whole, but the onus of making the necessary 
~ffort would rest with him and not.with the occupier . 

. Question ,(13).-,-(a.) The immediate consequence of rating property on different 
scales of duty according to its value ,would probably be an additional stimulus to the 
occupier to transfer· the burden to the owner. The scale of the duty may rise or fall 
with the increase of value, and the more probable assumption is that it will rise. On 
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the hypothesis of free oompetition the tenant is already paying 110 higher rent for the 
more valuable property, and the occupier of the less valuable is giving a lower rent 
to his landlord. Rent, being theoretically a payment for the use of a differential 
advantage, tends to equalise the economic position of the occupiers of properties of 
different value. A. rate, increasing in scale with the value of the property, is a 
disturbing factor, and presses with more than proportionately greater weight on the 
occupiers of t.he more valuable property. It, therefore, supplies a powerful motive for 
endeavouring to shift the burden. A.ssuming that the occupiers are partly or wholly 
successful in transferring the inciHence of the. rate io the owners, it will form, to 
the "xtent to which they succeed, a deduction from the rent of more than .propor
tionate amount in the case of the.more valuable property, which.6:& kypotnem was yielding 
a proportionately, but not more than proportionately, higher reut. The rate .will, 
therefore, tend to leBBen the differential advantage of the more highly rented. and 
valuable property, and to improve the relative position of the less valuable. 

If the scale of the duty fallR, and does not rise, with the value of the property, 
it will tend to increase the differential advantage of the mOre valuable property, 'and, 
while there will be a less powerful inducement to the occupier of this, to shift the 
rate, the tenant of the less valuable property will feel a yet keener anxiety to transfer 
a burden which falls on him with disproportionate w(light. The rate, as before, will 
be a disturbing factor; and, assuming that its incidence is transfeI'l'ed from occupier 
to owner, it will place the owners already favoured in a yet more advantageous posi~ion, 
not indeed absolutely, but relatively to their less fortunate brethren, who possess the 
loss valuable property. . , 

. (b.) The imposition of scales of duty, differing according to the character of the 
property, or the purposes for which it is used, will tend to induce a diversion of I1roperty 
from the use which is more highly rated to that which is rated loss highly, and it will 
constitute an additional advantage to property of a character whioh is loss, and a new 
disadvantage to property of a character whichis more, onerously rated. ,It can har~ly 
fail to exert. an effect on rent, and will tt.nd to diminish relatively that of the property 
which, whether it be due to its character, or to the purpose to which it is applied, is 
charged with the heavier burden, and to increase relatively that of the more favoured 
property. But in either case, on the hypothesis of competition, the incidence of the' rate 
can hardly fail to fall in the long run on ront; for rent is lit payment for' differential 
advantage, and a rate of this nature introduces a new and obvious differential advantage 
or drawback. ' . 

AJ:lswers by Mr. G. H. Blunden. 

Prefato7'Y Noie. 
In presenting the subjoined answers to the questions submitted to me by the. Royal 

Commission, I wish to mention that they had already been completed, and were being 
copied when SirE. W. Hamilton's Memorandum reached. my hands. fu these 
circumstanoes I have thought it to be the. most convenient course to embody my 
observations upon that document in the form of an appendix. Footnote references to 
this appendix have been attached to the answers where necessary. 

I have thought it desirable to deal with some of the questions at considerable length 
in order to avoid the somewbat inconvenient alternative of referring the Commission to 
passages in my published writings. The subjects were, in these oases, too complex 
to admit of brevity without sacrifice of intelligibility. I have, moreover, considered it 
due to the Commission to explain my answers where t,hey could not be made self. 
explanatory by a simple statement. If, however, I'had received Sir E. W. Hamilton's 
Memorandum in time, I could probably have curtailed some of the answers·without 
disadvantage by signifying roy assent to his reasonings where they ooincided with 
my own. 

If loan further aBBist the Commi~sion, I shall be happy to respond to any intimation 
to that effect. ' 

Q. 1. Is the olassification of Imperial Taxation, indicated in the accompanying 
Table, a oorreot ClsBBification; if not, wbat alterations can you suggest? 

A. The olassifioation adopted in Table D. is, in my judgment, an immense improvement 
upon that adopted in the simil3l.' Table euburitted to the Royal Commission on 

Aa2 
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.Agricultural Depression, as well as upon those in Mr. Goschen's tables and Mr. Paget's 
return. It is almost identical with that in Table VII. of my own series (Statistical 
Journal Vol. LIX., p. 656), and I do not think much further improvement is possible 
at the p;esent time. If it were pORsible,'it would be highly advantageous to show tho 
real or ultimate incidence of the several taxes, as I have attempted to do with regard 
to rates in Table VI. of the series above referred to. Without this it seems impossible 
to break through the misleading association of the house tax with .. property "-an 
associa1;ion which has been a fruitful source of error in the past. The house tax is the 
only item in the list which is, in any r~al. sense, incidental to the occ~pa~~ of property, 
and I am disposed to suggest the omISSIon of t,ha word "occupa.tlOn from the first 
heading, and ~he transference of t~~ y!~ld of the hous~ tax ~ ~he column headed 
" Taxes levied lD respect of CommodItIes. * I shall deal WIth the lDCldence of the house 
tax in my answer to Question 6, and it is only necessary to add here that occupation and· 
consumptiouare, in relation to houses, economically the same thing.t 

Q. 2. Assuming the classification, is it compltlte, and are the several items correctly 
distributed! 

A. Apart from the treatment of the house tax, referred to above, I am of opinion 
that the distribution of the items would btl improved by the following alterations:
(a .. ) The transfer of the railway duty to the .. Property" columns; (b.) l'he tIJtal 
omission of the land tax; (c.) The allocation of a small portion of the income tax on 
quarries, mines, &c. to the .. Personal Exertion" column; and (d.) The omission of 
the Post Office profit. The reasons for these suggestions are :-(a.) The incidence 
of the railway duty appears to be mainly, if not wholly, upon the shareholders; and 
the duty therefore falls into the same category as the income tax on railways. (b.) I 
regard the land tax, as, in Mill's phrase, "a rentcharge in favour of the public."; 
The force of the reasons for classifying 'it as a national property, and not as taxation, 
appears to me overwhelming. The charge is perpetual, and fully secured; one half 
of the original total has been sold by the State on terms which implied a proprietorial 
character, and has been treated as property by the buyers; and the buyers have in 
many cases been persons, other than the owners of the residues of the charged properties, 
who invested in land tax exactly as tbey might have done in ground rents or rectorial 
tithes.§ The true analogy appears to be to the tithe or to a perpetual rentcharge, and 
the receipts from the land tax should no longer be classed with the tax revenues in the 
Budget, but with those from the Crown lands and the Suez Canal shares. II (c.) ,A large 
llroportion of the mines and quarries of the United Kingdom are worked by private 
persons and firms, and.in these cases the assessments inclUde not only the return on the 
capital invested, but also the" wages" of the managing proprietors. Perhaps 50,0001. 
of tax wonld suffice to cover tbis. (d.) 8ee answer to next question. 

Q. 3. In particular should such an item as the net revenue of the Post Office, be 
treated as a tax, and if so, under which of the heads specified in the Table! 

A. The net revenue from the rost Office should not, in my opinion, be classed as 
taxation. The charges do not appear to me to he higher than would be made if the 
business were still in the hands of private persons or corporations, and I regard the 
surplus as profit and not as taxation. Professor Seligman has disoussed this question 
at some length (" Essays in Taxation," p. 295, et seq.), and I am disposed to regard his 
analysis as scientific and his conclusions as sound. I judge that he regards our Post 
Office charges as " prices" aud the surplus as profit., 

Q. 4. In considering the equity of any tax or system of taxation what tests should 
be applied! 

A. Equity in taxation is usuaUy defined in terms denoting equality of sacrifice. ,But 
this does not carry us much farther, the authorities being divided in opinion as to 
whether this involves progressive"taxation or merely a proportional system. In either 
case it is obvious that equality of sacrifice, as applied to individuals, is quite 
unattainable. Such equality is certainly not to be attained by the use of any single 
gauge or measure, such as income, or house rent, and still less by that of consumption. 
But although the pursuit of equality can never be wholly, or even very largely, 

• Thi. ha. been done by Sir E. W. Hamilton on pp. 49-50 of hi. Memorandum. 
t I concur in the views on this point set oUt in Sir E. W. Hnn:ilton's Memorandum, page 38, &c. 
t Principle. of Political Economy (People'. Ed.), p. 494. 
~&e Bourdin'. La"d Tax, 3rd Ed., pp. 67, 77, 80 and 81; ami Pitt'. Speeches, Vol. III., p. 268 et .e'1 .• 

e.peeiully p. 272. 'See at.o App. Ill., Cn. 3. 
\I See anower to Question 6 c. 

, ) ~ 8ee App. I., pal'. 1. 
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'sucoessful, the quest is not therefore to be abandoned. In general taxation for national 
purposes the exaction of contributions im, proportion to aJrility should be aimed at, ability 
being measured, until more perfect criteria can be devised: (1) by the amount of each 
contributor's property; (2) by his income; and (3) by his expenditure on dwelling-house 
accommodation.* Equity demands, as a matter of course, that there shall be no 

. exemptions of, or omissions to tax, particular classes or individuals. In local taxation 
the element of benefit is more conspicuou~, and as the degrees of benefit resulting from 
the expenditure of the monies raise\! by such taxation are more obviously variable, and 
therefore more susceptible of estimation, the apportionment of certain classes of local 
taxation amongst tbe benefited parties appears to be necessary on equitable grounds.t 
The application of these latter observations will be pnrsued in my answers to Questions 9 
and 10. 

Q. 5. Can you oft'er any suggestions which would assist the Commission in determining 
the question of the real incidence of taxation as distinguished from its primary or 
apparent incidence 1 

A. The first point for consideration in this branch of the inquiry is, I think, whether 
the particulnr tax which may be brought under discussion is.a general tax or a special 
impost peouliar to one class of subjects; or, again, one falling somewhere between 
these two categories. Where the payment of a tax is incidental to the occupation of 
land or buildings, the nature of the occupation, i.Il., whether for residence or business 
purposes, is a faetor of absolutely vital importance. The bearing of these primary 
considerations will become apparent as I proceed. 

Q.6. Could you, for example, state your view as to the real incidenoe of:
(a.) The Inhabited House Duty; 
(b.) Rates levied on houses and trade premises'; 
(c.) Rates levied on agrioulturalland; 
(d.) Taxes on the transfer of property; 
(e.) Taxes on trade profits; 
(f.) Death duties. 

A. (a) ~'he Inhabited House Duty :-The real incidenoe of tbis tax is normally and 
generally upon the occupier.t The essentia.ls of the theory may be very briefly stated. 
Houses are (l) oommodities, and (2) necessaries of life. ~'he occupier is the consumer. 
There appears to be no reason for supposing. that he is any better able to shift the tax 
on his house thlln he would be to shift a tax on corn or bread. Adam Smith and Mill 
held the view, sta·ted shortly, that a small portion of the ta~ fell finally upon the 
ground landlord; the rule of incidence governing the case of agricultural land being 
held to apply to so much of the tax as was proportionate to the ground rent or 
ground value. Several living economists have expressed similar views. Ricardo, on 
the contrary, expressed the opinion that .. in ordinary cases the whole tax would be paid 
both immediately and finally by the ocoupier."§ This view appears to have received 
little or no support from succeeding writers until it was re-stated and (for the first time) 
elahorated by me in the Economio Review for October 1891.11 It was, however, at the 
Bame time receiving a fresh and full embodiment in the work on" The Shifting Ilnd 
Incidenoe of 'fllXatlon" whioh Prof. Seligman pnblished in the following year; lind 

• it has likewise bel'n more recently affirmed by Dr. N. G. Pierson., There seems to 
be no valid reason for the supposition that the theory of taxes on agricultural land has 
any relation to a honse tax. The site of a house is, so to speak, absorbed by the 
building, and it appears to exercise no modifying influence npon the character or 
incidence of a house tax. I entirely accept Mill's dictum that a house tax is, in its 
eft'ect upon the occupier, virtually a tax upon income, measured by a particular branch 
of expenditure.** My experience and obsel"Vation lead me to believe that this view is 
largely and increasingly held by the occupiers of private dwelling-houses who are payers 
of ~he Inhabited Hous~ Duty, and that the exaction of the tax has no more influence 
on rent than the income tax has on wages and profits. Shops pure and simple are not 

• I approve aloo the pre.ent oystem of taxation ofluxuries, regardless of ability. 
t See ADswer to Question 9. 
t Set App. I., par. 2. I find myoelf in entiro agreement with Sir E. W. HRmilton upon this very 

imf0rtant matter. 
Principles of Political Economy (Gonne,>. edifion), p. 182. 

I ClilI. Le.lie had however said something .•• ry simil~.. See Essays in Political Economy, 2nd Ed., 
p. 400. Prof"""or Thorold Roge>'8 a180 apprnxllnated to It 111 h,s speech on local taxation in the Houoe of 
Common., M""ch 23rd, 18S6; aud Dr. Fleemiog J cnkin likewise, see App. I., par. 2. 

, S .. App. I., par. 2. -
•• Principl .. of Politi<lBl Economy (People'. Ed.), p. 503. 

As:! 
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ohargeable to the Inhabited House DutJ':. and those posse~sing residenti~l accoInInodation 
are 'charged at rates of duty one-thIrd lower than the, rates applIcable to private 
dwelling-houses. This reduction of rate is not, in the majority of cases, sufficient to 
wholly exonerate the busines.s portion of the premises from c~arge, and the question 
of real incidence would be of mterest were not the tax so very hght. If all shops were 
taxed the shopkeepers would ~sually be able to . add the tax (except so ~h as might 
be applicable to attl!-Ched reSidences) to the pnces of the goods sold. as In the case of 
locai rates. But as mere shops are exempt the occupiers of combined premises mus/; bear 
the whole tax themselves. In the latter class of cases there is a small measure of 
taxation of. trade. profits. 

6 (b.) .Rates levied on houses and trade premises :-. I hope it will not be oonsi~ered out 
of place if I suggest here, that rates. are not leV1e~ on houses. They are le,!,led, even 
when paid by the owners, upon speCIfied persons, In respect of the occupat'!fJ'n of the 
houses. '1'hey . are Dot payable for periods during whioh the premises are unoccupied, 
RDd if the occupier fails to pay, there is no remedy (except under compositions) against 
the owner or succeeding occupier. No charge whatever rests upon the property in any 
case. *' So far as private 4 welling-houses are concerned, the real incidence of local 
rates is the same as in the case of the Inhabited House Duty, viz., on the occupier.t 
The essential difference between land rates aDd house rates has been well stated by 
Mr. M'N eel-Caird as' follows :-'" Dwelling-houses on the other hand. are not 
" instruments of productiQ'r)., but' necessaries of life. Demand and supply in each 
" locality, determine their rent '; but the question of its amount is not embarrassed by 
" any consideration on the tenant's part of produce to be raised or profit to be made 
" by their, 101Se.''l .An increasingly large number of householders rightly regard the 
rates they pay as a sort of income tax, and )lot as an increase of the rent or price of 
the house. But the theory of incidence here propounded is in no degree dependent 
upon their so doing. Dealing with oOD;lmodities which are also necessaries of life, 
Professor Seligman observes: "Prices- may rise considerably without appreciably 
.. affecting the demand. The demand for absolute necessaries of life is not apt to 
.. diminish much unless the people starve. The effect of a tax on such commodities 
", would rather cause. a diminution in the more elastic demands for comforts, or for the 
',' less, absolute necessaries."§ , When elaborating this point on a former occasion, I 
said :-" In estimat{ing the proportion of occupiers who would remove to inferior houses 
" if the rates wsre Jilubstantially increased we may safely eliminate the majority' 
" of those ,who are able to save any considerable portion of their income, the diminution 
" of the rate or scale of future savings being a smaller evil than the loss of comfort 
" ann, convenience Which would result from, the alternative course. We may" also 
" exclude those whose means enable them to enjoy lu~ries which they value less than 
" the luxury of a good house; and those who, having no luxuries to surrender, yet 
" prefer to give up some other necessary or decency of life in order to retain the use 
" of a, house of the class to which they have become accustomed. The surrender of 
" some pof.1;ion of their customary house accommodation is, for many reasons, repugnant 
" to the feelings of the great majority of householders, and would only be resorted to 
.. under the strongest pressure, and in a small proportion of cases. .Apart from the 
" 10flS, of accommodation ,and amenities involved. the trouble and expense of removal 
" are .not to be overlooked., But a still more powerful deterrent exists in the feeling 
" that removal to an inferior house is II proclamation of poverty to the world. 
" Whatever we may thinl\: of the sentiment, there can be no doubt that it is widely 
" prevalent, and would cause a retrenchment upon privately consumed necessaries, such 
" as food and fuel, to be preferred in many cases where there aro neither luxuries Dor 
" savings to surrender. II There remain .those who have been especially extravagant 
" in the matter of house accommodation, and who naturally turn their thoughts in 
" this direction whenever retrenchment is necessary from any cause; those also who 
" in estimating the value of the comforts and luxuries they enjoy give their extra 
" house accommodation a low place; and those, finally, who are already on the extreme 

• I find this quite clearly and correctly stated in Sir E. W. Hamilton'. Memorandum, p. 37. 
t See App. 1.,. par. 2. 
t Local Government and Tamtion in Scotland: Cobden Club Essay, 1875. 
§ Shifti~g o.nd ~ncidence of TBx&tion,. p. 148. See also App. I., I!"'" 2. 
\I All this was Ignored by Adam SmIth, who also .... um.d a statIonary demand rath.r than a growing one. 

Ricardo, however, breaks away from Smith on this point, observing that "if the tax he moderate, and the 
" circumstances of the country,such that it is either stationary or adva.ncing, there would be little motive for 
" the occupier of a house to content himllelf with o~e of A worse description." C..onner's ~q.itiQDt p. 182. 
lticardo follows Smith in abnormal """os. 
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.. verge of pauperism."· The disturbance of rents by the removal of these sections to 
inferior houses or to the workhouse would not in' any case bl! equal to the rise of rates 
which caused it, and would usually be much less appreciable. But even this effect 
would only be temporary. Low-class houses would probably suffer no deP!6ciation; 
whilst the rents of medium-class and high-class houses would gradually regain their 
original levels through the check or stoppage of building until the demand had, once 
more overtaken the snpply.t It is sometimes assumed that the builder of houses is 
under the necessity of gauging thQ rent-paying capacity of the prospective tenants 
of the houses which he proposes to build. This is surely a gratuitous supposition. Is 
it not more consonant with fact to say that the builder finds that a demand exists for 
houses of certain classes, and that he meets it, just as a butcher or baker meets the 
demaIld for food? He buys land and bricks, just as the baker buys flour; and, 
whilst paying the market price for what he buys, receives the market price for, that 
which he sells. The letting of the land to him, or of the house by' him, instead of its 
purchase or sale, is immaterial, the economic effect being the same in either case. 
'l'here is no rigid limitation of rent-paying capacity. The rents paid by the artizan and 
labouring classes range from a tenth or twelfth to a third of the' entire income, 
according to the locality and other circumstances.+ This' proves the existence of 
considerable elasticity in the case of the poorest classes. But how much more elastic 
must the capacity of the middle and upper classes be when their luxurious expenditure 
and savings are taken into account? High rates and high rents so frequently co-exist 
8.11 to practically disprove the unvarying and indissoluble converse relationship 
sometimes suggested.§ 
, ,There are, of course, exceptions to the general rule laid doWn in J;heforegoing 
passage. These are found to arise from the absence of competitive oonditions, sllch as 
in the cases of (a.) congested areas in tbe central portions of the metropolis, (b.) 
exceptionally advantageous suburban sites, and (D.) stagnant or dwindling towns. In 
the first two exceptions the burden of the rates will ultimately be wholly or partially 
transfen-ed to the owner of the ground value according as his monopoly is . found 
to be relative or absolute; whilst in the third case this result will, depend upon the 
extent and duration of the excessive supply of houses in the particulwr locality. 

The real incidence of the rates on 'shops and ather business premises would appear to 
. be mainly upon the consumers of the goods made or sold therein. So far as the nature 

and circumstanbes of the trades permit, the tax is no doubt re-charged by the traders 
to their customers in the prices of the goods or charges for work done. But the power 
to do this is limited by outside competition,' and the tendElncytowards uniformity. in 
prices consequent thereupon. Unless compensated by local advantages, any excess of 
rates beyond a general average may fall primarily upon the traders and ultimately 
upon the property owners in the affected locality. II In, the case of mills and 
manufactories for the production of goods for export, and in trades subject to severe 
foreign competition, it is probable that the real incidence of rates is to some extent 
upon wages also.~ .. 

6 ~c.) Rates levied on agricultural land :-Subject to the, following qualifications, I 
concur in the general opinion that their real incidence is upon the property. (1.) I 
concur in Mill's dictum, more recently urged by Sir R. Giffen and some others, that the 

• ohler rates on land have assumed the nature of a rentchargein favour of the State 
similar in effect to the Land Tax, Speaking of the Land Tax, Mill says:-" Wherever 
.. and iT;l so fur as income derived from land is prescriptively subject to a deduction for 
.. public purposes, beyond the rate of taxation levied on other incomes, the sU!'plus is 
.. not properly taxation, but a share of the property in the soil, reserved by the State."** 
He proceeds, in a footnote, to apply this observation to the 'local rates on'land, and 
says :-" As much of these burdens as is of old standing ought to be regarded as a 
prescriptive deduction or reservation, for public purposes, of a portion of the rent." 
There seems to be no escape from the conclusion that the remission 'of the poor rate, 

• Local Taxation and Finsnce (G. H. Bluftden), p. 51. 
t Se. App. I., par. 2. In oovancing localiti .. , tbo chook i •• itbor not experiencod, or is so .light as to be 

unobservable. 
t Mr. Spender (The State and Pensions in Old Age, p. 11) states that on .... half is a .. by no moaDS uncommon .. 

proportion amongst tIm very poor in London. 
§ A long .tudy of tbo (acta has led me to conclude that the very high rates in London, and some of the large 

provincial towns, have had absolutely DO elfect in lowering rent.! or preventing th";r rise. 
II Although PI,of .... r llastable doe. nat commit himself upon the question of the incidence of house rates, 'I 

find myoelf in entire agreement with him as regaro. shops, &c. ; See Publ", Finance, 2nd Ed., p. 420. 
,. I believe this opinion b .. been exp~ by Oliffe Leolie, bot I do not remember 10 haYe 188n it eisewhere • 
•• People'. Edition, p. 494 (Principl .. of Politi ..... Economy). 

A.4 
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or a substantial portion of it, would,· if the other circums~ances rem~ined unchanged 
add -to tbe selling value of the property a sum approaching the capItal value of the 
remitted tax. To effect this at the cost of the payers of general taxation would be 
equivalent to a present by the State to the landowners for the time being of this capital 
SUIll inas'much as they would be able to realize it by selling, and thus appropriate to 
the~selves the entire future advantage. The buyers and their successors would not 
share this advantage, because of its having been discounted in the price. Mr. Edwin 
Cannan has lately expressed his views upon this point in his usual fearlessly vigorous 
fashion. He says :-" No one is brought up in the belief that he is to inherit land or 
" houses free of poor rates.. Noone buys land or houses without knowing that such 
" things exist. The ~an who sells consols ~n~, buys land, ,and then cla.ffi?urs for 
.. remission of rates, IS no better than a thIef. * (2.) In tImes of exceptIonal or 
prolonged disturbance of agricultural prices and rentals, such as that experienced 
in recent years, the process by which the tax is normally transferred from the first 
Dayer to the property is liable to arrest, and the real incidence would be temporarily 
upon the occupier. (3.) There seems to be no reason for supposing that the rule of 
incidence applicable to agricultural land extends to the farln.houses. On the contrary, 
the rule applicable to dwelling houses generally would operate here, as elsewhere, and 
to this extent the rates payable by farmers will usually fall finally upon themselves.t 

6 (d.) 'I-axes on the transfer of property :-I have given less attention to this branch 
of the great subject of incidence than to some other branches. I am, however, 
disposed to agree with Professor Bastable, rather than with Adam Smith and Mill 
in thinking that some portion of the tax will fall on the buyer. Sales are not, as the 
older economijts imply, generally due to the necessity of the seller, but to the expectation 
of advantage by both buyer and seller. It is, therefore, reasollable to assume that they 
will share the attendant disadvantage of a tax on the transaction. 

6. (e.) Taxes on trade profits :-If the tax is assessed on trade profits in common 
with all the other brancbes of income, as in the case of the income tax, it will 
remain where it is first laid. But peculiar taxes on particular trades, such as the 
tobacconist's license duty, will usually fall upon the trader's customers. The element 
of uncertainty attaches to the case where a tax is imposed upon a trade of a more or 
less monopolistic character, such as that of innkeepers. If this trade should now be 
regarded as a monopoly, owing to the extreme reluctance of the mafSistrates to 
grant new licenses, the tax must be regarded as falling upon the profits of the persons 
carrying on the trade.! 

6. (f.) Death duties :-These cannot be shifted. They fall on the property either 
(1) as an exaction of a part of the capital itself, or (2) by diminishing the net income 
for a number of years. 

Q. 7. Is it possible to frame any criterion whereby the purposes for which taxation 
should be raised locally can be distinguishlld from those for which taxation should be 
raised by the centra.! Government! 

A. No single criterion for this purpose can be framed. But there are distinctions 
whioh to some extent may serve as criteria. (I.) Taxation for providing or 
maintaining local advantages or services should be always raised locally. This 
distinction would mark off the paving, cleaming, and lighting of streets, sewerage 
and sewage disposal, refuse removal, water supplies, cemeteries, markets, municipal 
buildings, baths, parks, libraries and museums, and street improvements, as purposes 
for which the taxation should always be loca.!. (2.) Public money which is of necessity 
expended by local authorities and officials, in cases where the results cannot be 
measured or tested by a national authority, should also be raised locally, unless 
overwhelmingly strong evidence of grave injustice can be adduced in opposition. This 
determines the case of poor relief in its various forms. (3.) In the matter of elementary 
education we have the modifying consideration that the results can be tested and, in 
Borne sense, measured; but opposed to this is the element of voluntaryism, permitted 
.. nd even encouraged by law, which would make it unjust§ to throw the whole of the 

. school taxation of the country upon the country as a whole. If voluntary subscriptions 
greatly diminished, there would be no strong reason to oppose to the transfer of the 

• National Review, Novemher 1896. 
t These qualifications appear to have received from Sir E. W. Hamilton a somewhat inadequate degree of 

attention. I ought also to have referred in the text to the view urged by Professors Thorold Rogers and Cliffe 
LesliE', Mr. Purdy, and MI" Palgrnve, that poor rates lower wagel, not rent .. 

t Cf. SeligmlUl'. " Shifting and Incidence of Taxation," pp. 164 and 168. 
§ I mean unjust to those who tax -themselves to a l..ruJy substantial ""lent fat the support of voluntary 

school •• . 
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whole charge for efficient secular elementary edu.cation to the taxes raised by the central 
Government. The whole cost of the local administration of justice, and, perhaps, that 
of the maintenance of the police forces also, might, I think, be charged upon the. 
national revenues without seriouR disadvantage. Security Rhould, of course, be taken 
for efficiency and eoonomy. . 

Q. 8. Should the two kinds of purposes and the expenditure on them be kept distinct 
or should the expenditure for local purposes be partly borne by the central Government! 

..II. The two kinds of purposes and. the expenditure on them should certainly be kept 
distinct, and the expenditure for local purposes should only be partly bUl'ne by the 
central Government after a case has been made out for a departure from the establish"d 
practice. My reasons for this view are already stated in my reply to the previous 
question. 

Q. 9. Should local rates be divided between owners and occupiers of. real property, 
and if 80, in what proportions! 

..II. I am strongly of opinion that all the existing local rates should be equally 
divided between the occupiers and the owners of the rated premises or property. As 
regards agricultural land, I have nevel' heard or read any reply to the numberless 
suggestions whioh have been made that the apparent incidence should, to this extent, 
be made to correspond to the normal real incidence. Scottish experience of this system 
has, I believe, been wholly favourable. As regards urban rates, and those borne by 
householders in rural districts, quite other grounds have to be urged. .. About two
" fifths of the entire sum raised by rates in England and Wales are expended in poor 
.. relief and elementary education. If to these be added the further expenditure out 
.. of the rates on lunatic asylums, hospitals, public health and vaccination, the pro
.. portion will be raised to about one-half of the whole. These expenses, to which 
.. that for police should, perhaps, be added, are incurred in the discharge of moral 
" obligations and public duties, and a considerable portion of the cost is borne by the 
.. general taxation of the country. It follows, therefore, that the local taxation needed 
.. to defray the balance of the cost should be imposed as nearly as possible in con
.. formity with the principles which regulate the distribution of the burden. of the 
.. national taxes.". 'l'his would mean the entire exoneration of the poorest ratepayers, 
and a substantial reduction of the contributions of the less' poor and of the lower 
middle classes, in respect of the local taxation for these purposes. It would also mean 
the exaction of a much larger measure of contribution from some kinds of property 
than is now secured by local taxation. The equal division of the rates for these 
purposes (caUed by Sir .A. Milner" onerous" rates)t would not, of course, effect 0. 

close adjustment between the weight of the burden and the ability to bear it in 
individual cases, or even as aftecting large classes; but it would, if made effectual, 
oontribute subijtantiaJ.ly to the removal of that" over-burdening of the poorer classes" 
of which Prof. Seligman, a warm admirer of the British national fiscal system, has 
spoken,: as resulting from our system of local taxation.§ 

In, Scotland, the poor, school, and highway rates are equally divided between owners 
and occupiers, and the system appears to give general satisfaction. As recently as 
1889, the method of equal division received fresh legislative sanction, the Scotch Local 

• Government Aot of that year enacling that county rates for new purposes and increases 
in the old ones beyond the average of the previous ten years shall be equally divided. 

Turning to those rates which are more largely in the nature of paymenis for services 
rendered and adl'antages conferred, we enter a region in which the" benefit" theory 
becomes much more generally applicable than in relation to the" onerous" rates. The 
rates of which I am now speaking are mainly urban, those for rural highways being 
the most important exception. The great advantage these latter confer upon the owners 
of the estates served by them is sufficiently obvious, but the case is largely cov~red by 
my earlier observations as to rates on agricultural land. (See Q. 6 (c.).) 

The heaviest of the non-" onerous" rates are those for the paving, cleansing, and 
lighting of the streets, sewerage and sewage disposal, and public improvements. A 
very large proportion of the expenditure for these purposes takes the form of payments 

• Local Taxation ond Finance, p. 7 .~. 
t I lind this is Mr. G. H. Murray's phrase. I bad forgotten it. or4:io. 
t Economic Journal, December 1894. See alro Cliffe L.slie·s Essays, 2nd Ed., pp. 404-S; and Jevon.' 

.. Match Tax,» p. 4". 
§ Tbis .. over-burdening" i. aggravated by the circumstance that rental bas ceased to dOM a """""nably 

accurate measure c4 ehh"r "ability" or " benefit," 'Ihe poor pay away a far higber proportion ot" their income 
in rent than the upper and middle cIasseo, although they too otl<m live in .Ium. wbich would be coDllid •• 'Cd 
untit for the domeotio animal. of the olher oIasses. 

I 180608. Bb 
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in respect of principal and interest of loans, or, in other words, of capital outlay. It has' 
long been regarded as a flagrant injus~ice that a si~~le generation of occupiers should' 
not only bear the whole charge for mamtenance and mterest but that also for repayment" 
of principal; whilst the property-o~~ers, who a.lone are permanently be~efited by the 
outlay, escape scot free. The prOVISI?n of maIn se:we~s' and sewage dIspoSal w?l'ks 
especially is as much a part of the laymg out of a buIldmg estate as that of the mlllor 
sewers which are a recognised charge on the owners. Whether a town consists of one 
estate or many is immaterial, the character of the outlay' being the essential point. 
Apart from capital expenditu~e, considerable outlay is inc~red in sewerage. work which 
~ in. the nature of estate mamtenance, and t.he rates for Interest and maIntenance, as 
well as that for repayment of principal, should, I submit, be wholly borne by the owners. 
The public outlay on the lighting, paving, and cleansing of the streets, not only add" 
to the comfort of the occupiers of the houses, but also raises the letting and selling 
values of the adjacent land and buildings. Were the work not done at all, the houses 
would not command equally high rents, and there seems to be little room for doubt 
tb.at under t.he existing system the tenants are twice taxed for these developments of 
civilization, first to meet the outlay of the public authority, and secondly in extra rent 
upon their own improvements. - The cases of street improvements, the building, 
freeing and maintaining of bridges, and such works as the Thames Embankment are, 
so far as they cannot be met by " betterment" assessments, still more clearly advan
tageous to the owners of property, and such as to call for the application of the 
principle of division of the rates. 

In none of the foregoing cases is it possible to work out the just proportions in 
which the division should be made whh any degree of precision; but I am persuaded 
that if, in order to secure simplicity, the division is to apply uniformly to all rates, 
nothing less than an equal division will meet the equitable claims of the occupiers. 

Q. 10. Should ground values be separately rated for local purposes, and if so, on 
what principles ~ 

.LI._ The separate rating of ground values is, in my opinion, extremely desirable, 
provided that the practical difficulties can be sufficiently overcome to allow of successful 
administration. I am not one of those who think that this development of our rating 
system would prove no more difficult and costly in practice than tbe portions now 
applicable to houseR inclusive of their sites. The invaluable criterion of rental, 
adjusted by competition to the true annual value, which alone makes the present 
system workable, would be absent from a site-tax system. If sales of sites, with or 
without buildings, were suffioiently frequent and suffioiently distributed as to looality 
to afford a good basis of fact in arriving at the capital values of all sites at all times, 
there would be no need to object to a selling value basis for the new tax. But I am 
bound to say that I do not believe these conditions anywhere exist, and that they are 
distinctly absent in London and other leasehold towns. The alternative of hypothetical 
valuations by experts appears to me inadmissible, having regard to the astounding 
disparities constantly revealed iIi evidence of this class in the law courts and elsewhere, 
and in view of ·the costliness of such a method. I am, however, not without hope that 
some way out of the difficruty may be found whioh is not at present apparent to me. 
Failing this, I am disposed to recommend that the taxation of ground values shorud 
be effected by (1) giving occupiers who are tenants for short terms the right to deduct 
.one-half of the rates from the rents; and (2), in cases of leaseholds and perpetual chief 
rents and feu duties, by giving a similar right of deduction to the holders of inter
.mediate interests. I would snggest that the proportion of the total rate or rates to be 
deducted by these persons should be that (not exoeeding one-half) borne by the lease 
or .chief rent to the rateable value of the whole property. . 

May I state here my views as to the theory applicable to the taxation of ground 
values t (1.) I am of opinion that this class of property at prtlsent escapes, in the 
great majority of oases, all share of contribution to local taxation. This exemption 
appears to be unintentional and acoidental, as well as inexpedient and unjust, and 
therefore to require revooation. (2.) The reasoning of my answer to Question 9, as to 
" onerous" rates, of course, applies to urban land, but I think there are speoial reasons 
for making the contribution to be exacted from this class of property a substantial one. 

• P.lgrav. (Local Taxation of Great Britain, p. 67) says on this point :_" Thu. the improvement of the 
locality would be effected with the tenant'. mon.y, to hi. imm.diate as w.1I &II abiding prejudic.... H. 
considers t~t the' taxation of occupiers for general district, sewerage, dminage, town improvement, roads and 
bridges, paving and lighthing, and sanita1'Y purposes infliots great injustic., and he approv.. the suggestion 
that the rates for these purposes should b. equally divided, Ibid., pp. 13, 24, and 60l et seq. 
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I need not dwell on the arguments which have become familiar in relation to 
"unearned increment." But I would like to suggest tbat a very considerable portion 
of the increase of value usually referred to under this description is directly due to tbe . 
expenditure of local public funds J'aised by rates. This happens in two ways: (a.) 
Wben a building site in a town or its suburbs is sold or leased, it is sold or let with 
an endowment of advantages and improvements created by successive generations of 
inhabitants. acting as an organised society, at great cost. This cost bas been borne 
by a long succession of occmpiers, bllt the advantage largely accrues to the owners, 
who have contributed nothing. The endowment consists of some or all of tbe 
following items: street improvements, bridges and approaches, fElrries, open spaces and 
parks, sewers and sewage disposal works, waterworks and gasworks for public purposes, 
markets, municipal buildings and estates, museums, art galleries, libraries, schools, 
batbs, fire stations and equipment, and cemeteries and streets repaired, improved, and 
lighted since their first formation. (b.) The site is sold at a price which also includes 
the value of tbe expectation that all tbese advantages will be maintained at the public 
cost for ever. The argument is grealty simplified by supposing that a town is built 
entirely on one estate. It is evident that if the estate or any part of it be sold or 
leased the seller or lessor will realise and appropriate the value imparted to the 
property by both the accumulated publicly-acquired advantages and the expectation of 
maintenance and further improvement at the public expense which the existing laws 
cast upon the occupiers. The money value of all this mnst, of course, vary in different 
towns, and will be difficult to calculate. But that it exists, and is realisable, hardly 
admits of doubt. If the rulers of the town had the legal power, and it were practicable, 
to treat with the landowner on equal terms, and to bargain with him for the use by 
the occupiers of his land of everything created by the townspeople acting as an 
organised society, Bnd for the maintenance in the future of such advantages thus 
conveyed as involve continuous or recurrent expense, there can be no reasonable doubt 
that the landowner would be glad to compound for the enfranchisement of his land 
by the payment of a share of the enhancement of value 01' rental to the town. 

If I am right in believing that a considerable portion of the great jump in the 
rent or vnlue of urban and suburban land which results from its conversion from 
agricultural to residential uees is to be thus acoounted for, the Bcale of contribution 
suggested above,* which might appear at first sight to be unreasonably high, will not 
be found inequi table. It is, I think, unfortunate that the definition of t4e term" private 
improvement works" should have been so narrowly restricted, and that the local 
authorities should be unprovided with other means of recovering outlays and levying 
contributions beside those of the general district rate and the so-called private improve
ment rate. Were the 5cope of the latter enlarged. BO as to cover all sewerage and 
sewage disposal works and public water Bupplies,t the necessity for so bigh a scale of 
deduction from ground rent would partly disappear. But this would not suffice by 
itself. Equity would still require that the owner of each new building estate should 
pay a composition to the local authority for participation in the endowment of 
improvements and advantages created and maintained .at the publio expense. If thi", 
were partly in the nature of a capital payment at the outset, the character of the 
payment would be better understood, and the odium attaching to the levying of a 

• high rate of taxation would be avoided. 

Q. 11. Under what conditions and in what manner would the rent which could be 
obtained by an owner of land or rateable hereditaments be affected, if at all, by

(a.) The increase of an old rate. 
(b.) The iUlposition of a new rate. 
(c.) The reduction or abolition of a rate. 

A. This question is partly answered in my replies to Questions 6b and 6c. It is 
necessary to distinguish the cases of (a) agricultural land; (b) houses; and (c) shops 
and other business premises. The rent of land would, in normal circumstances, be 
lowered by either the increase of an old rate or the imposition of a new one, and 
would be raised by the redllction or abolition of a rate. The rent of a dwelling-house 
would, in normal ciroumstances, be unaffected by either cil'()umstance. The rent of a 
shop might be somewbat affected, upward by the laet, and downward by either of the 
othors. In the first and third cases the effect would probably not be immediate, and 
might, owing to oiher circumstances, not be very noticeable when it did occur. 

• Sre answer to Question 10, last sentence of par. 1. 
t There ...... precedents f~r charg;ng """' .... with the co..t of public waler supplies in the private Acts in 

force in Liverpool, N.w ..... tI .. GIld Bury (Lau .... ); aod possibly iu olher cases. 
Bb2 
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-Q. 12. Under what conditions -and in what manner would the rent which could be 
obtained by an owner of land or rateable hereditaments be affected, if at all, if an 
occupier _by whom a rate had hithe~to been paid were empowe~ed to ded~ct the who~e 
or a portion thereof from the rent In the same manner as he IS now entatled to do III 

the case of Income Tax (Schedule .A.) 1 
A. If land rents were nicely adjusted at the time of the grant of a right of deduction 

to the occupier, the change would cause them to rise, but under present conditions 
such a result would probably not be very general. House rents would not be 
permanently affected by such a change, provided that the house owner, when not the 
freeholder, had a corresponding right of deduction. In towns possessing an ample 
supply of houses the temporary effect would be very slight, if felt at ali; in towns 
inadequately supplied the effect might be to cause a more prolonged rise of rents. 
Shop rents would probably be similarly governed by the state of supply aud demand, 
"but might permanently rise to some slight extent. This rise would,if experienced at 
all, probably not be general. 

Q.13. What is the effect, if any, upon rent of rating property:-
(a.) On different scales of duty according to the value of the property. 
(b.) On different scales of duty according to the character of'the property or the 

purposes for which it is used. 
A. (a.) The effect of charging different scales of duty according to the value of the 

proJ?erty would be, if the differences were considlJ'l"ahle, to induce some occupiers to endure 
an Inferior class of houses. For a time low-class houses would be appreciated, and 
high-class houses depreciated, but this effect would gradually disappear. The plan 
suggested is already in operation in the case of the Inhabited House Duty and in 
that of rates on houses of values below the compounding limits. The effect is scarcely 
perceptible in the former case owing to the lowness of the scales of duty. 
_ (b.) The Scotch plan of "classification" is of little effect in areas in which the 
holdings are chiefly of one class. But where operative, the effect would be to raise 
farm rents and possibly shop rents also; the rise being at the expense of the 
occupiers of private dwelling-houses. In Scotland, the method only applies to the 
occupier's half of the parochial ratl's, the owners paying the other half according to 
a uniform scale. This limitation gives the method a justification which it would not 
otherwise possess. ' 

Q. 14. Can you make suggestions to the Commission as to any methods of raising 
revenue for local purposes, otherwise than by means of rates 1 

A. After -many years' careful consideration of this question from many points of 
'view, I have come to the conclusion that the best method of raising revenue for local 
purposes, otherwise than by means of rates, would be the creation of a new tax which 
should fall equally upon the income or annual value of every description of income
yielding property, whether personal 01' real, visible or invisible. Shortly before I 
received the list of printed questions from the Secretnry to the Royal Commission, I 
'completed an essay in which this course was proposed and the outlines of the con
templated fiscal machine were drawn. This essay was submitted to the Editor of the 
•• Economic Journal," and at once .accepted for publication in the December number 
of that organ. It will, I hope, appear in time for submission to the Royal Commission, 
and I need not, therefore, enter into details here. It will be observed that the 
suggestion is to tax the annual product, and not the capital value; and the scheme 
follows the income tax model as far as possible. Assuming that the exemptions, 
abatements, and deductions now operative in the case of the income tax, were extended 
to the suggested new tax, a r!lte of sixpence in the £ might be expected to yield a 
revenue of ten millions a year. * 
_ Another suggestion may be thought deserving of consideration, viz., that the money 
value of all new liquor licenses should be secured to the local authorities at the time 
of the grants. At present, the grant of a new full license is equal to a gift of, in many 
cases, from 5,OOOl. to lO,OOOl., which can be at once realised by the sale of the premises 
to which the license attaches. This value, created by the act of a public authority, 
,should clearly be retained by that authority for the public use. Perhaps it would be 
advisable to secure the annual value rather than the capital value, in order to avoid 
complications in the event of the license being subsequently withdrawn. It would be 
as easy to obtain tenders expressed in terms of annual value as in terms of capital 
value. 

• See Appendix 3. 
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I have already, in my answer to Question 10, suggested that future sewerage and 
sewage disposal works should be charged for as private improvements; and that mw 
building sites should be charged with a composition for pre-existing improvements 
and advantages created at the public expense. Another mode of relieving the publio 
rates will be suggested in the answer to the next question. 

Q. 15. Does any point not included under any of the foregoing questions occur to 
you on which having regard to the terms of reference to the Commission you wish 
to express an opinion t ' • 

.A. I am of opinion that a very serious and wholly unnecessary waste of locuJ. revenue 
is at present going on owing to the imperfections of ,the legislation governing 
compounding for rates. It appears to me to be perfectly just and reasonable that, if 
the public interest requires the payment of the rates on hOllses and other tenements 
\>f small value by the owners, the latter should perform the duty without reward, as' 
is done by the importers of tea, spirits, wine, &c. ; by British brewers and distillers; 
and by tenants of houses, lands, &c., in the case of. the property tax (Income Tax 
Schedule A.). As a matter of fact, small houses let much better when the rates and 
water rent are included in the weekly or fortnightly rent, and the system is advantageous 
to the owners, even without any compounding allowance beyond a deduction for empties 
and lost rents. I submit that the maximum allowance for all purposes, under both 
the Poor Rate Assessment and Collection Act of 1869 and the Public Health Act of 
1875, should be cut down to 15 per cent., but that the owner should have the option of 
electing in advance to forego the composition and to claim instead an allowance on the 
actual empties. In Gateshead, where the Corporation raised 60,252t. by means of 
rates in 1895-96, and notwithstanding that the Corporation induced the owners of 
compounded property to accept an allowance of one-third instead of one-half under 
the Public Health Act, 1875, the loss by compositions (exclusive of poor rates) 
amounted to 6,603Z. I judge that not more than one·fourth or one-fifth of this sum 
was properly applicable to empties, and that the' remainder was a gratuity to the 
compounding owners at the expense of the non.compounding ratepayers. I am informed 
that judicial decisions have converted the word" may" in the proviso to section 211 of 
the Public Health Act, 1875, into "must," and that the compounding owners in 
Gateshead could have insisted upon their legal right to a deduction of one-half had they 
been so minded. As it was, the gratuity (taking it at 4,500l.) was equal to the produce 
of a rate of 4d. in the £ ovel' the whole borough. 

The only other matter upon which I propose to offer an opinion is the urgent need 
of a Provincial Valuation Act, framed mainly upon the lines of the Metropolis Valuation 
Act. The absence of such an Act makes the actual levy of the rates operatl) most 
unjustly upon certain classes of the ratepayers in many localities. The chief sufferers 
in recent yoars were the occupiers and owners of land, but the Agricultural Rates Act 
has now made their case less important. The co-operation of the surveyors of taxes 
would now be welcomed by most of the overseers and assessment committees, as 
caloulated to strengthen their hands and to secure uniformity. The position assigned 
to this officer under the Metropolitan Act should not be weakened in the Provincial 
Act, 8.1! 'proposed in Mr. Sclater Booth's latest Bill, the need for a strong official being 
greater 1D the provinces than in London. - I could give illustrations of the injustice 
of the present system due to this le!1;islative failure, if desired. I enclose a copy of a 
leading article on this subject contrihuted by me to the .. Manchester Guardian" of 
January 7th, 1890.t 

G. H. BLUNDEN • 

.APPENDIX 1. 

OBSERVATIONS upon Sir E. W. HAMILTON'S MEMORANDUM on LOCAL TAXATION. 
The points upon whioh I find myself in agreement with the writer of this extremely 

able offioial paper are 80 numerous that it would be t"dious to go over them seriatim. 
I am able to give my unqualified assent to the great bulk of his statements and con
clusions, and I trust thBt the spirit of my observations may not be misunderstood if I 
contine them to those points as to which the agreement is not oomplete. 

• Mr. Albert Poll strongly urge. Ihis vie IT in Ihe" Journal of tb. Reyal Agricultural Soci.ty," 1995, 
pp. 631 and SM. If I remember arigbt, h. opposod it tin company .. ith Mr. C. S. Read) 20 years ago. 

t Appondi" 2. 
Db3 
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1. Post Office Surplus.-1 am unable to discover an:y essential difference of character 
by which the charges of the' Post Offioe for the oa:r:nage of parcels and for telephone 
servioes may be distinguished from those of the r~llw~y and telephone oompani~s for 
the like services. I regard these charges as fallrog roto the same olass as railway 
and steamship companies' oharges for the oarriage of passengers, freight, and mails ;. 
and I think the Post Offioe oharges for the oarriage of letters and the transmission 
of telegrams must be similarly olassified. The oharges of those looal authorities 
which possess waterworks and gasworks, for domestio and trade supplies of these 
commodities, are not officially classified as rates or taxes, although, in the case of 
water, the charge is not proportioned to the oonsumption. Influenced by the latter. 
fact and by the monopolistic character of Governmental postal, telegraph, and water 
,.IDd~rtakings, Professor Seligman originally classified the charges in these cases as 
taxes (SBe "Quarterly Journal of Economios," April 1893). But he has since changed 
his :views upon the subject, and now classifies them as prices (SBe my answer to 
Question 3). 

2. The Incidence of the Inhabited House Duty, and of the Local House Rates. -I think 
it a matter for congratulation that this subject has been so largely and successfully 
freed by Sir E. W. Hamilton from the state of complexity and confusion into whioh it 
had fallen in reoent years. Much of the confusion was caused by the disregard of the 
fundamental and vital distinction of house rates from land rates, whioh all the older 
economists had been careful to emphasise. More confusion was oreated by the 
careless (not to say reckless) description and classifioation of these imposts as "taxes on 
real property." Sir E. W. Hamilton not only avoids these errors but strongly 
emphasises the necessity for a more careful discrimination in these respects. But I 
hope he will allow me to say that, after his clear recognition of the close analogy between 
the house duty and the local house rates, and of the fact that these imposts "are taxes 
not differing economically from the duties in respect of consumable articles,"· I am 
a little disappointed to find him, further on, placing only one·half of the house rates 
under the heading of "taxes in respect of oommodities."t These rates being "a tax 
in respect of a commodity which is a necessary of life,"t and being also payable by 
the occupiers in the first instance without any legal right of recovery, I find it very 
difficult to discover how, in normal circumstances, the occupier can shift any portion 
of the burden whatever. The former duty on corn in this country, and all such taxes 
on oommodities which are necessaries of life (other than houses) elsewhere, have 
invariably been held by economists to fall wholly upon the consumers. I am, therefore, 
at a loss to understand why, assuming a normal demand, any exception should be made 
in the case of houses. I have always been careful to allow that under abnormal 
conditions the incidence may be partly, or even wholly, upon the owners; and I 
have similarly insisted on the necessity of distingnishing the case of shops and other 
business premises from that of private dwelling-houses. Sir E. W. Hamilton is himself 
led by the course of his argument to say (page 39) :-" It would seem, therefore, to 
follow that such rates must fall on the occupiers"; and although he proceeds to say 
that "this is not a necessary consequence," the reason given relates only to shops, 
regarding which I am in substantial agreement with him. Two reasons are given 
on page 38, which appear to me to have more validity in relation to dwelling·houses. In 
these the rates are contrasted with the Inhabited House Duty by reason of (1) their 
variability, and (2) their effect when the rate in the pound is nnusually high. The 
first of these reasons will be found, on examination, to merge into the second; and 
this, in its turn, may be quite fairly said to relate, as pointed out by Ricardo, 
to an exceptional oondition of affairs in particular localities. Happily, high rates do 
not, in the great majority of British towns, prevent the rapid growth of population and 
wealth, or the maintenance of an active demand for new houses.§ I have, therefore, 
felt justified in regarding the existenoe of a steady demand as the normal ruling factor 
in working out my theoretic views upon the subject: As the result of a long andclose 
consideration of this question, I have arrived at the conclusion that .the difference 
(generally only slight) between my views and those of Adam Smith, J. S. Mill, and 
Professor Bastable is mainly due to my having taken a condition of growth and 
advance as the pormal one, whilst they have apparently assumed a stationary or decaying 
condition as the basis of their arguments. Professor Bastable, it is true, says: "Even 
" in an advanclng locality the shifting may be on the ground rent.-·The increase of 
" house rent that checks building thereby reduces the demand for building ground. 
" and consequently lowers its value."1! But this rising of both rent aud rates has been 

• p. 88. t p. 46. t p. 53. § See answer to Question 66. 
II Public Finance, 2nd Ed., p. 420. 
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going on for many yearS in nearly all·. the larger British towns arid urban districts' 
without the resulting check to building which he assumes as a necessary consequence" 
Instead of lowering ground values, these have continued to rise, even in the most 
heavily rated towns, in a persistent fashion strongly indicative of freedom from fiscal 
hindrances. Professor Edgeworth (" Economic Journal," March 1897) agrees that; 
"dwelling-houses belong to the general category of consumable products";· but he 
dissents from the opinion that they are "absolute necessaries of life" of which it can 
properly be said that "prices may »ise considerably without appreciably affecting the 
demand."t As, however, he allows that this view is correct" in the case of the dwelling
houses of the labouring classes in certain localities";t that" the occupant in the 
" suburbs has in general to pay the entire tax";~ j,hat "when the demand of the 
.. consumer, the occupier, is perfectly inelastic, he will bear the whole tax";§ that 
.. there is an essential difference between the effects of a tax on ground rent and a tax 
.. on occupation rent";11 and, finally, that "taxes are very apt to rest where they 
strike ";' it would appear that the difference between his views and my own arises from 
his disposition to regard as exceptional the conditions which I regard as normal or 
actually prevalent in a preponderating degree. I am content to accept his dictum that 
.. tbe law of value for house accommodation is (for long periods) essentially tbe saine 
" as for corn."·. 

I am disposed to think that even if the views of Adam Smith, J. S. Mill, ProfessoI'> 
Bastable, and Professor Edgeworth are to prevail over those of Ricardo, Professo!: 
Seligman, and Dr. N. G. Piel'sontt (with which my own substantially agree), the 
resulting apportionment of the local rates between owners and occupiers would still 
place more than one-half of the final burden on the occupiers; probably not less than 
three-fourths. Whilst thinking it right to dwell upon this subject at some length with 
the object of assisting in the work of accurate tabulation so courageously undertaken 
by Sir E. W. Hamilton, I am prepared to agree in recommending the equal division of 
all rates as a fair and reasonable working arrangement. 

3. Tbe Tables on pages 44 to 51.-As the Table on page 45 is not used as a 
ste!, in the series of calculations, and as it conflicts with the facts, it might be advisable 
to omit it from any reprint for public use. Similarly, tbe whole of the figures on 
page 46 proper are so considerably upset by those in the footnote as to make· it worth 
while to reconstruct the wholt> of the calculations based upon them. Sir E. W. Hamilton 
has anticipated my objection to the classification of the house duty as a tax on property; 
and, if my answers to Questions 2 and 3 are admitted to be correct, the elimination of 
the Land Tax and tae Post Office surplus will also be necessary. Finally, I am hopeful 
that fuller consideration will bring hoth Sir E. W. Hamilton and the Commission as 
a whole to the conclusion that at least three-fourths of the rates on houses sllOuld be 
treated as at present a charge on the occupiers as urged above. Allowing for differences 
of area, these points largely explain the divergent results shown in Table J. (page47) 
and Table Vl. of my own series (U Statistical Journal," December 1896); and those 
also revealed by a comparison of Table N. (page 50) with my Table VII. The mode of 
calculation pursued in working out my Tables will be found explained in chapters 
2 and 3 of the paper to which they are appended. . 

4. Conoluding Remarks.-Paragraph. 5, p. 52, appears to me to need a slight 
• emendation. For four centuries the ancient English system of distributing local 
taxation was based on .. ability measured by property."H In the seventeenth century 
this was modified by the substitution of taxes on housebolders proportioned to rental 
or annual value for taxation of personal property.§§ The non-asseRsment of stock. 
in-trade under this new rule was much more probably deliberate, and les8 the result of 
accident, tban is generally supposed. It was the necessary complement of the exonera
tion of the farmer's cattle and crops. Instead of the words, "Hence annual value 
of visible property displaoed • ability' as the measure of contribution," I suggest 
that it would be more correct to Hay that, .. annual value became tbe standard by 
wbich the • ability' of householders was to be measured." i'he next paragraph 
is also a little too wide. The exemption of stock on lands ·from chargeability to the 

• Op. Cit. P. 66. t p. 62. f p. 62. § p. 64. II P. 67, note and text. 
~p.~ "~~ 

tt Stl!, as to Dr. Pi.....,n, " Economic Journal," Vol. 6, p. 435. I haTe BSCert&ined that the figure 3 on p. 436. 
lin. 10, should b. (u the oontext shows) .2. S"" aho .. Economic .Journal," Vol. 7, p. 62 and p. 61, not.6. I 
may a1BO mention tbe lara Dr. Fleemine Jenkin &8 one Qf the autbori.i ....... bo held tbe same views on tbia 
subject All Profes.'IOr Seligman and myself. See Papers. Vol. 2, pp. 116 and 117. 

ft Cf. DoweU·. History of Taxation, Vol. 1, pp. 69 ., "'I and 130; and Seligman's Essays in Taxation, p.44 • 
. §§ Cannan', History of Local Rates, p. 60 d "'I' 
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land tax l-emoved what was • then ,much the largest ,class of personal property 
outside the area of assessment. Apart from this, the paragraph is a weloome contras~ 
in the matter of acouracy to some previous official documents and utterances on the 
subjeot of the land tax. I desire also to express my ooncurrence in the observations 
in the succeeding paragraph, but with the reservation as to the Land Tax contained in 
my answer to .Question 2. . . . . . . 

The foregolllg' observatlOns are offered, not as CritICIsm, but as a contnbutlOn to 
the discussion of the extremely difficult problems reviewed in Sir E. W. Hamilton's 
Memorandum. I should like to be allowed to add that I consider the memorandum to 
be one of the ablest official papers ever written on the subject of local taxation. ' 

G. H. ELUNDEN. 

APPENDIX 2. 

ARTICLE contributed to "THE MANCliEsm GUARDIAN," Tuesday, January 7th, 1890. 

When the Metropolis Valuation Act was passed, 20 years ago, it was ,the intention 
of the Government, to proceed without delay to extend its operations, subject to 8uch 
modifications as might be necessary, to the remainder of England ·and Wales. But 
nothing whatever has been done, and that chaos of rates, authorities, and areas of 
taxation, 80 forcibly described by Mr. Goschen in his speeches as President of the Poor 
Law Board, remains still unsubdued. into anything resembling an. ordered system. 
So long a period has elapsed since the question was prominently before the public, 
that it may be worth while to recall the main points in respect of which reform is 
required. In order that a system of valuation may be just and fair, it.is absolutely 
essential that there shall be uniformity of method and equality of treatment: (I) as 
between one person and another in the same parish; (2) as between parish and parish 
in the same union; 'and (3) as between union and union iii the same county. U Illess 
these fundamental principles be secured, it is obvious not only that any ratepayer 
may be required to pay more than his fair share of the rates levied in his parish, 
but that the parishes in any union may be. contributing in unfair proportions to the 
common charges of the union, and that the unions may in like manner be required to 
contribute too large or too small a quota of the county rate. Now, as a matter of 
fact too notorious to need proof, these necessary and inevitable results of the absence 
of uniformity and equality do actually follow iI! a large proportion of the parishes 
of England and Wales outside the capital, and in a lessel' degree in the bulk of the 
remainder. That this should be so will occasion no surprise, when it is stated that the 
overseers ,(to whom the preparation of the parochial valuation list is confided) have no 
means whatever of ascertaining at .first ha.nd what rents are paid for the properties 
they are required to value. Very rarely, indeed, professional valuers are called in, but 
then only to deal with· special classes of property, such as railways, mines,. and 

. mansions, it being no essier for the valuer to asoertain the rents of houses and lands 
than it is for the overseers. In some of the larger towns this defect is remedied by 
procuring copies of the triennial property-tax valuations. . The latter are based upon 
the actual rents in all cases of borui,..fide annual tenancies at rack-ren t, the amounts being 
returnable by the individual occupiers, under penalties for fraud or evasion. Where 
these copies are regularly prooured and acted upon there is seldom much room for 
criticism of the resulting valuation list, but even in these oases there 8.!.·e a sufficiently 
large number of holdings not rented at rack-rents or not rented at all to furnish 
. considerable scope for difference of opinion between the valuing anthorities for local and 
for Imperial purposes. In the great majority of provincial parishes no regular system 
of ascertaining the rents is attempted by the overseers. ,. 

The inequality of the assessments of individual ratepayers is, however, by no means 
the only matter needing attention. It not un frequently happens that in a union where 
the majority of the pari~h valuations are fairly well made one parish will be a flagrant 
exception, and, by the undervaluation of the property within it, will shift a portion 
of its burdens to the shoulders of the ratepayers in the other parishes of the union. 
A further difficulty arises from the absence of a uniform soale of deductions from gross 
vaiue for the purpcb'e of arriving at the rateable value. F'rom these causes it h8s 
come about that the County Rate Basis Committees all over the country have declined 
to acoept either the gross or net value' column of the poor-rate assessments as the 
'basis for apportioning the county rates a.mongst the several unions in the respective 
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counties, but have instead adopted the property-tax assessment!! as the basis for this 
purpose. A good deal of friction and inconvenience also results from the existencl' of 
two independent valuations with distinct revising authorities, double appeals being 
necessary in order to secure a rectification of rates and taxes in cases of reduction of 
rent, with sometimes a conflict of judgment in the end. The whole of these defects 
are met, and in the main overcome, so far as London is concerned, by the provi~ions 
of the Metropolis Valuation Act, which amalgamates the proceedings of the overseers 
for preparing the valuation list with those of thtl surveyor of taxes in the preparation 
of the property tax asspssment, and. the valuation thus jointly produced stands good. 
subject to appeal, for all rates and taxes, whether local or Imperial. It may be asked 
why the benefits of this measure have not been extended to the provinces, and the 
answer appears to be that the delay is chiefly due to the objection of provincial rating 
authorities to the position 3Esigned in the Metropolitan Act to the surveyor of taxes. 
'l'he point is ODe which only arises in connexion with holdings for which no rack
rent is paid, inasmuch as the rent is in all other cases the basis of valuation, ann is 
binding on all parties. In those cases where the occupier is also the ownpr, or is a 
beneficial occupier under a lea~e, provision for a difference of opinion is necessary, and 
in the Metropolitan Act this is ~ecured by giving the surveyor of taxes an effectual 
right of objection to the figures of the overseers, with the l'0wer to substitute other 
figures, subject to appeal. This appeal may either be made by the overseers or the 
ratepayer, or by both; but the overseers claim that the position should be reversed, 
and that the surveyor of taxes should be required to appeal, and produce evidence 
for all objections made by him to their lists. In the last of Mr. Sclater-Booth's 
abortive Valuation Bills this point was concedtld, but as the Bill was not proceederl 
with, it would appear that this WII!I in other quarters considered too great a sacrifice of 
existing Crown l"ights of taxation. It would, indeed, be a very serious innovation 
to transfer the onus of proof from the person taxed (upon whom it rests at 
present) to the taxing authority, and it may fairly be said that while it is comparatively 
easy for the former to prove an overcharge, it would often be very difficult for the 
latter to produce evidence of under-assessment. To some extent such a chacge would 
nol only jeopardise the Imperial revenues from the property tax and house duty, 
but also that from publicans and beersellers' licences, by placing them mainly under 
the control of officers owning no responsibility to the Crown. 

Lest this statement should appear to cast any reflection upon gentlemen such 
8S those who in Manchester and the other large towns fill the office of overseer 
with credit, it must be pointed out that in the small towns and toural districts the 
overseers are necessarily drawn from a very much less independent class of persons. 
In many small towns, favour and discrimination are by no means unknown, and ill 
rural districts, where the overseers are chiefly drawn from the farming class, the 
influence of the squire is necessarily more or less felt. The overseers are an 
unpaid body, often changed YE'ar by year, and having no special training for their 
duties; and when an a8sistant overseer is elected by the ratepayers and paid out of 
the rates, the fear of giving offence is frequently more potent than the desire to be 
impartial in determining his attitude in particular cases. Whilst it must be admitted 
that the surveyor of taxes is prone' to take a .. prerogative view" of his duties, 
he has the advantage of being entirely independent and free from the fear of his 
more powerful neighbours, whilst he rarely remains sufficiently long in one place to 
acquire any strong prejudices against or preferences for particular individuals. 
Probably less objection would be f'ntertained to his acting as the official assessor 
if the tribunal for hearing appeals were a representative instead of a nominated 
authority, as in the case of the present local commissioners of taxes. In Scotland, 
where the county and borough authoritIes appoint the official assessors, their choice 
almost invariably falls lIpon the surveyoT of taxes, and arrangements are made 
with the Board of Inland Revenue for the devotion of a portion of his time to 
the performance of the duties of the office. This plan works extremely well, and 
has rpceived the approval of many authorities upon the subject; but it ia possible 
that the responsibilIty felt by the assessor to his local employers somewhat mitigates 
the rigour with which he discharges his duties to the Crown in his other capacity of 
surveyor of taxes. However that may he, hIS special training and official advantages 
will probably always carry considerable weight. In London the officer of the Crown is 
placed at 'a considerable disadvantage, as compared with his present position in the 
provinces, in having to submit to the adjudication of the assessment committees of the 
unions upon all appeals in matters of value; and the objection on the part of the Inland 
Revenue Dopartment to the applic:ttion of this portion of the Metropolitan plan to the 
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provinces nould be as great as' th~t of th.e oversee!s to thepredomin~n.ce 0.£ 'tho 
Crown surveyor in the preparation of the hst. Posslbl.y the County CounCIls W:Ill be 
calleu upon to undertake the hearing of valuation appeals by means of loc~l ~omml~tecs, 
and if the continued existence of the present bodies of local tax commlSSlOnera III an 
age of representatiV(l imtitutions is not, found desirabl.e, ~o b~tte:. trib~nal than t~e 
County Council,eould be£ound to replace them. Mr. Rltc~le ":111, In dealmg wl~h thiS 
subject, have the assistance of. a most competent"author~ty, III the I:ers~.n of hiS new 
private E:)cretary, Mr. T. H. EllIOtt, whose paper on TaxatIOn ~ndRa.tm~, read bef?re 
the Manchester Statistical Society -in February. 1888, may still be III the recollectIOn 
of some of our readers., After :!Oyears' experience of the worki~g of the London 
Act, there should be no great difficulty in framing a tb.oroug~y satrsfac~ory measure 
for the provinces, which would put an end toa state of thIDgS. now lIt,tle short of 
scan dalous. 

,APPENDIX 3. 

Article contributed to the "Economic Journal," December 1897 . 

. A NEW PROPERTY TAX. 

1.-INmoDUCTlON. 
The directt:lxation qfproperty, fo; nation iLl and local purposes alike" bas been 

largely and constantly resorted to in this 'country from a very early period. Wl;lilst 
it was, fol' nlltionalpurposes, supplementodby tbe custom~. the feudal revcnues, and 
the. Crown. lands, "the:' property tax rflmained for centuries. the sole local tax."" 
DUl"lllg the ~3tb. 14th and 15th centuries the assessments usually took the form of 
rough, valuations of .farm 'stock, crops, and other movables, altbough rents were 
sometimes incillded.t In. tbe 16th century lands were gradually added,t and, in tbat 
which followed, the' rating or. householders in respect of the:r dwelling-house~ very 
largely took the place of assessments of, "goods." § The growing multiplicitJ' ami 
diversUyof ,the forms of ,personal property made its direct assessment exceedingly 
difficult, a~d the' prac~ice of, inclmlingit in the valuations fell into almost complete 
disuse. In 1660 the excise was. l!ltroduced into the national revenue system; and 
numerous other novel,liscal expedients were subsequently brought into requisition. 
Prior to, the imposition of Pi'tt's. ., triple aSEessment" in 179$,. the taxa.tion of property 
for national purposes' had fallen off considerably' from the scale of earlier times. and 
tbe intention' il! this measure was to lay" a general tax on persons possessed of 
prolJerty, commensurate as far as practicable with their means." II rhe" shameless 
evasion" of this assessment compelled Pitt to have recourse, in the following ye:lr, 
to 8u,income tax, and he drew up a list of the cbiefbranchl's of incoine to b~ taxed. 
In thiS hst tbe profits of" skill and industry" occupy the last place, as an adaendum 
to the" profits of capital employed in domestic trade."'\[ It appear~ to have formed 
n? part of Pitt's original illtention to tax tbe earnings of industry and skill, but the 
difficulty of separating these from interest of capital in the case of persons engaged in 
trade seems to have led to their ultimate inclusion. In spite, howewr, of the fact that 
.. wages" h:l.ve been charged to the income tax for the greater part of a century, it 
still remains the fact tbat tbo grcau majority of the taxpayers, even where these are 
tbem._ches owners .of pro;perty, refuse to 'accept the equal taxation of. incomes from 
earmICgs and from property as just or 'reasonable. It must be said that so long as 
,nearly three-fifths of the. Imperial tax revenue are raised by customs and excise duties, 
the sentiment of aversion felt for tbe direct taxation of earnings will continue to 
possess a solid foundation of reasonable justification. . ,. 

A new tax, wbich shall be largely productive and yet not burdens~me to the poorer 
classe~, is one of the most' pressing .needs of tho prestlnt time in the region of public 
finance. N otwithstandirig tbe great reforms of our revenue system effected within 

'-- ~.~.~ ~~.-~ .. ---_. __ .... -~~-.. ----.~--------~-.-.. 

• Seligman's" General I'roperty,Tax," reprinte{l in "Essays in To:~ation," p. 44. 
t Dowell'." History of Taxation," Vol. i., p. 59, &c. 
:1: Ibid .. p. 130. ". 
§ Cn.nnDn~s ri Histol"Y of Local Raw.tJ," p. 50, et seq. 

, II Pitt'. speeghes, 'p,oted .in "Dowell'. lli.to,ry of Taxntion " Vol., ii., \'. 221,. . 
~ IbId, p. 2.0,' . 
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the last bali century, much yet remains to be, done. In, the department of Imperinl 
taxation, two defects stand out with especial prominence ; these are; (1) the high rate 
and unequal incidence of the income tax, and (2) the continued. existence of the 
breakfast-table duties. ~'he recent inquiry into the financial relations of Greit 
Britain and Ireland has had one imporhnt result in secUl~jng the practically 1)nanimous 
assent of a11 partieR to t.he proposition that the Imperial taxes . leviable throughout 
the whole of the United Kingdom nre unduly burdensome to the ,poorest claEses of 
the people.* The trend of opinion points to the probability that .an effort will be 
made before long to remedy, or at lrast alleviate, this condition o.f fiscl\l affair~; and it 
certainly appears that the first step to be taken in order to attain tbat end is the repeal 
of the dutie8 on iea, coffee, cocoa, nnd dried fruits. The .1)1aterial reduotion of tbe 
rate of tho income tax at an early date is not less urgentlyneaded, and is only hindered 
by the feeling that this tax affords the only sure means of obtaining. a' substantial 
contribution from the well-to· do seotions of the community. The severity with which 
it bears npon the middle, and especially upon theprofcBsional, classes. has been 
admitted alike by the chief modern economists and by the greatest finimcial expertB.t 
Since 1894, moreover, it has been no longer possible to excuse the continuance of the 
oppressive inc.idence of the tax upon precarious inoomes by referllnce to.the MSf'SSment 
of real property on the gross value. The allowance of a liberal scale of deductions 
for repaIrs bas quite rightly removed this old-standing grievance'; but it has, at the 
same time, taken away the last vestige of excuse for the cOl~tinued' assessment of 
incomes from personal exertion on, the gross amount. So long as the income tax was 
regarded as a temporary impost, and was charged at Ii low rate in time of peace, the 
hardships and anomalies arising from its operations were endured with tolera'ble 
patience. Since, however, tbe tax has assumed a position of permanence in our fiscal 
system, tbewisest policy woulel appear to bo to endeavour to remedy the more glaring 
and moet oppr~ssive deft!'cts in its structure. The necessity for a reduct.ion of tbe rat!) 
of tbe tax does not rest solely, or even mainly, upon the ground of the excessive 
weight orits pressure upon the middle cla$ses. Considerations of. high nationa.! policy 
point to the advisability of reserving 1\ WIde margin of expansivcnes. for time of war 
or oth£r serious and un provided for emergency. ; This margin has, in recent years, 
been perilously encroacbed upon, and is at present curtailed of its proper amplitude. 

If we turn to the department of local taxation, we find t.he need for new sources of 
revenue even more urgent stilJ.Professor Seligman, whose admiI'ation for British 
fi8cal progress is such as to make him ofil1extremely friendly witness, speak~ of this 
l)ranch of our revenuo system as follows :-" Even in England, where so many reforms 
.. have been made in the national reveuue, the whole syst .. m of local tax9tion. with its 
" absenco of special assessments,§ its exemption of non-productive realty or land held 
" for spEculative purposes. and its imposition in the first instance on the occupier, 
.. means the relative cverburdening of the poorer claRses."1I The claims of the 
ngricl1ltnral interests for relief of local taxatIOn having been fully conceded, it is 
unnecessary to mllke mom tban a passing reference to this aspect of the question. 
'l'he mntter which now df\mand~ attention is tbe crushing burden upon the occupiers 
of houses ill London and the large prol'inc:al towns. 'I'his will, it moy be hoped, be 
partially remedied in the course of a few years by measures for the taxation of /T.round 
values, for betterment as~essmt)nts, and for the equitable division of the rates 
betwoen occupiers and owners. But 80metbing more than these measures appears to 
bo required. 'l'h(ll'e' bas lon~ b~en, nnd still iB, a widely-felt desire that those 
descriptions of personnl propert.v which now escape local tax'ltion .should be laid .under 
contribution;'- and. although there is much to be said in opposltion to the mggestion. 
many proposals llUvo been made for carrying it into eHect. ~rhese ba,"o all proved 
imprll.cticable, except so far GS the transfers effected in 1888 aud subsequently have 
t.hrown local charges upon tile income taxpHyel's.*$ If invisible personalty is to be 
reqnired to contribute to the funds of tbe local autborities, it is fllninellLly desirable 
t.hat the taxation to be imposed for this purpose shall be direct and specific, and that 
it shall be imposed equally upon every cla~s of income-yielding property. Any 

• Seet gcnemUy, the lll'bnh'l" in t.he Honse of COinlilon~ on Finnnr.ial Relationlt and Budget, Um7. 
t ::;f'f" ~mougst 01 hpl' ft·fl·l·l'lll,{,~, M ill'~ ., Prihci!)ies " (People's edition), p. 491; ~1r. Glndstone'~ u Fina1tcinl 

Sinttoml'nhl ," 1)1" 50 and -132; nnd Mr. G-o~ch('n's llull::ct "peeche~, l~~~ and 18tm. 
t l'f. Mr. Lolullstllno's Uudget to>peet.:h, Hl5:J i "nd Mr. Gosl'hpu's ditto, 1~88 ood 18S!). 
~ i.t'., fur \Wl(C'rn1l'ut. 
11 ,. Economic Journul." Yol. h'ot p. 639. S('e ul~o Cliffe Leslie's E~s!ly~, 2uc"1 ElL, pp. 401,403. 
~i CJ: Mr. Gosclu'n'~ Budget l'\peedl,.l~:-3S. 
4" 'l'hi~ lotte .. point. i& denlt with ut :-ome IC'ngth in m~' pnper on ",The Distribution Rnal Incidem,'c of i:atcs 

lind TII:~H'~'" in the" Statistirnl Journn!" for j)l'('lIlUbl~r IH9ti. 
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further allocation of the death duties or the beer and spirit duties to local uses, which 
is unaccompanied by an increase of the rate of the transferred tax or taxes, will almost 
certainly not fall upon the payers of this taxation, but upon the payers of the income 
tax and the breakfast-table duties.'" It is only by tho imposition of a new tax, or an 
increase of the rate of an old one, and the specific application of the proceeds to tho 
purpose in view, that the actual ultimate destination of the transferred charge can be 
traced and determined. The suggestion contained in the title of this paper, by which 
the reform of both local and Imperial taxation may be secured with perfect certainty 
as to the ultimate effect, will be more fully elaborated in the next chapter. 

II.-DESCRIPTION OF PROPOSED NEW i'AX. 

A very brief study of the subject will, it is believed, suffice to convince an 
unprejudiced inquirer that any new taxation by which it is sought to raise a large 
additional revenue in the United Kingdom must necessarily take the form of property 
taxation. Death duties at once suggest themselves, but only to be dismissed from 
consideration. Apart from the fact that this form of property taxation has been 
lately brought into requisition, and utilised to the full extent for which public opinion 
is at present prepared, it should be remembered that these duties are less scientific, 
less certain, and less just in their operation than a property tax such as that which at 
present forms a part of the fabric of the income tax. The death duties may be, and 
often are, legally evaded. They are also unequal in their incidence, owing to the 
irregularity of the periods at which they fall due. A series of successions at short 
intel'Yals may easily cause the duties to operate harshly and oppressively. The plan 
of taxing the property in proportion to the annual income which it produces, or is 
capable of producing, secures the highly important elements of certainty as to amount, 
regularity as to time of payment, and equality of incidence.- 'l'he income tax, so far 
as it fails on property, possesstls these merits, but the structure of the tax is such that 
it call1l.ot be applied to property alone. i'he necessity of charging the earninO's of 
personal exertion (wages) along with income from property (rent and interest)~ has 
restricted the use of the tax within the limits applicable to the nrst-named cl/lsS of 
incomes. Suggestiollij have been made with the object of confining the application of 
the income tax to incomes from property. But the !(reat present, and still greater 
potential, value of the tax in its existing shape has rightly prevented their adoption.t 
The proposal submitted in this paper is for the creation and imposition of a new tax 
on rent and interest, using the terms in their full economic Sl;'nse. The design of the 
proposed new tax follows, as far and as closely as possible, the lines of the income 
tax, in order to secure the maximum of unity and corresponden('e in the administration 
of both. The chief deviations from the incomc "tax model are: (1) the omission of 
the whole of Schedule E. (salaries and pensions of officers of the Crown, public bodies 
and puhlic companies) ; (2) the omission of professional incomes, salaries of employes 
and other personal earnings from Schedule D.; (3) the division of the incomes of 
private traders, merchants, manufacturers, mine owners,ship owners, &c. into two 
parts, and the inclusion of that part' only in Schedule D. which represents interest on 
capital; and (4) the similar treatment of the incomes of farmers, nurserymen, and 
other occupiers of land assessed under Schedule B. The one really serious difficulty 
to be surmountfld in the filling in of this outline and giving it an effective character 
centres in the third of these deviations, and it is probably due to its existence that no 
effort to frame a tax of the kind herein suggested has ever before been made. It will 
undoubtedly be a delicate administrative function to assess to the new tax those 
persons who fall into the category there set out. But the difficulty does not extend 
to tbose concerns which are carried on by limited companies, railway companies, 
joint stock banking and other companies, and similar bodies and corporations. In 
all these cases the remuneration of those charO'sd with the direction aud manaaement 
of the business is already distinguished from C the profits applicable to the p~yment 
of dividends and interest. The rapid absorption of private businesses by limited 
companies has olready narrowed the area of the difficuhy, and the diminution may be 
expected to continue still morEl rapidly in the future. A large measure of guidance ill 
the assessment of private traders to the new tax would moreover be afforded by the 
income tax returns and assessments, it being assumed that the management of both 
taxes would be conducted side by side by the existing officials /lnd commissioners . 

• This latter point js dealt with at some Itmgth in my paper on (e The Distribution and Incidence of Rates 
and Taxes," in the" Statistical Jo~rnal» for 'December 1896. 

tRee my article on .. Th~ Position a04 function of tb. Income Tax in the British Fiscal Syotelll," .. Economic 
Journal," Vol. ii., p. ti!i7. 
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It would probably be necessary to resort to rule-of-thumb methods of calculation to 
some ex.tent at first; but such a method is already in use in the assessment of incomes 
from farming, and is found to be very little objected to by those affected. 

Assuming t,hat the exemptions, abatements, and deductions now operative in the· 
case of the Income 'fax were extended to the New Property 'fax, the amount of the net 
assessable income or annual value might be expeoted to work out as follows :-

TABLE No.1. 

Estimate of Assessment to the New Tam. 

Income Tax Schedule 

. Sched ule A. 
Schedule B. 
Schedule C. 
Schedule D., Part I. 
Sohedule D., Part II. 

Total • 

Net As.'JeS3ll1GDt~, 
Year 1894-95. 

£ 
- 159,203,019 

3,675,450 
38,644,997 
21,600,000 

- 162,000,000 

- 385,123,466 

Add, for growth sinoe 1894 and for minor adjustments, say 14,876,534 

Estimated net sum assessable to new tax - - £400,000,000 

A comparison of these figures with those given on pp. 109 and 123 of the Inland 
Revenue Blue-book for 1895-96 will show that uuder Schedules A. and C. they exactly 
agree, the needful adjustments being of a minor character. Under Schedule B. it is 
necessary to CO!llpute the income by a calculation from the duty at the rate of 8d. in 
the £. For the new tax it is here assumed that one half of this income should be 
assessed as interest on capital. Under Schedule D. a deduction of about 3,000,000/. is 
made in Part II. to cover the remuneration of personal services in the management of 
privately-owned mines. &c., and incomes not derived from property included under 
the head of .. Other Profits." The greater portion of Schedule D., Part r., and the 
whole of Schedule E., as assE'ssed to the income tax, relate to " wages," as distinguished 
from .. rent" and "intorest "; b'lt there is at present no statistical information 
available from which the proportions may be ascertained in the former case. Recourse 
has therefore been had to an estimate quoted by the present writer in an article on 
" l'he Income Tax" which nppeared in the" Economic J oumal" for December, 1892 
(p. 646). This placed the interest on capital employed in private businesses (exclusive 
of mines, &c.) at 2l,600,OOOl., a sum probably well within the Illark when the estimate 
was framed, 10 years ago, and not less so at the present time. The total thus arrived 
at for the new tax would probably be somewhat enlarged by the necessary minor 
adjustments and by the withholding of the allowance in respect of life insurance 
premiums. It would be still more largely augmented by the growth of taxable 
incomes since 1894. There is little room for doubt that the net income assessable to the 

_ new tax would, if the lines here laid down were substantially adhered to, reach a total 
of 400,OOO,OOOl.; and that a rate of 5 per cent., or 1 s. in the £, would yield a revenue 
of 20,OOO,OOOl. a year. But if the imposition of such a tax were to be decided upon 
and undertaken at the 5 per cent. rate, it should be accompanied by a substantial, 
diminution of the rate of the income tax, say to 3d. in the £, which would reduce the 
actual addition to the taxation of property to 7 d. in the £, or about 3 per cont. If a 
further portion of the proceeds of t,he new tax were applied to thl3 reductioo of local 
taxation, it is probable that property would share in this relief likewise, although the 
extent of the relief so obtained cannot be estimated in advanCle. 

One of the advantages which the imposition of the new tax: would afford would be 
the opportunity for the release of the estate duty and the beer and spirit duties from 
the existing partial allocation to local uses. The application thereto of an equivalent 
portion of the new tax would be attended by several advantages. viz., (1) the mana!!erl! 
of the imperial finances, would no longer be embarra~sed in the manipulation of-ths 
fiscal resources of the nation by the existence of the local lien ; (2) the taxes now 
partially allocated are such as from their nature it is desirable the Imperial Government 
should retain entirely in its own hands, and the proposed new tax is, owing to its 
character, much more suitable for the purpose of meeting local needs; (3) the existing 
doubt as to the classes of taxpayers by whom the cost of relieving local taxation is 
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borne would be removed; and (4) the' local authorities would secure a ·regular and 
reliable augmentation of their revenue in .place of fluctuations imd uncertainty. This 
suggested transfer of the local lien from the e,tate, beer and spirit duties to the new 
tax, -Would not affect the amouut available for .the remission of taxation as the result 
of the imposition of the new tax .. Putting this at 20,000,OOOl., it would be po:;sible to 
lower tbe rate of the income ta:x ,to 3d. at a cost of tAn and a half millions; to abolish 
the duties on tea, coffee, cocoa, and dried fruits, at a cost of four and a half millions; 
and to devote. a further sum of five millions to the relief of Idcal taxation. 
This hypothetical disposition of the proceeds is. formulated: as a graphic means of 
indicating .. how large a readjustment of our fiscal system might be effected by this 
means at the cost of an additional contribution of 2~ 01' ::l per. cent. from the annual 
product of property possessed by persons whose incomes exceed 5001. a year, and still 
smaller payments by those whose mccmes range downwards. from tJ:iis point tc 160l. a 
year.* It will be .seen that we have here,-in outline, the deaign of 8i new tax of great 

·productive capacity which, without touching the poorer classes, would b~ so WIdely 
and so equitably spread over -the realised wealth_ of the. country that the ratio of 
burden wonld be very ligh.t. As .th& whole of the necessary machinery for its 
administration is already in active operation, and the present processes for the assess
ment and collection. of the income tax. would la.t'gely suffice for both, the initial 
difficulties would be reduced to a minimum, and the percentage of cost of 
administration would certainly be extraordinarily smaU .. 

III.-THE TAXATION OF l'nOP)!R~Y IN .TH.EUNITED KINGDOM. 

It has been for many years a widely desired object that the taxation" borne by" 
or "falling upon" property, and especially real property,. should ·b~ tabulated 
aud set out in statistical form.. Several.attempts have been made to comply with 
this desire, but the difficulties of the undertaking have not, in either case been 
Overcome, and the results have been extremely .unfortunate.Mr, Goschen's Report on 
Local Taxation, 1870 (Honse of. Commons, Paper 470 of 1870), is, perhaps, the most 
important of these compilations, and clearly iUustrates the point. In the body of the 
report (p. 30 of folio reprint, No. 201 of 1893), we find a statement of the imperial 
taxes .. falling on real property" in England and Wales, the total amounting to 
5,677,000t. ·But in this total is included land tax, ·1,01<2,OOOl., aJ,ld house tax, 
1,062,OOOl., neither of which falls. on real property or any other kind of property. 
The percentage of imperial taxation" borne by real property" is putat 12 '17, but if 
t,hese two items are omitted, the percentage is reduced to 7 . 57. The land tax is not 
in any real sense a tax at all, but is itself a property. The true analogy is to the 
tithe, or to a perpetual rentcharge. This has been quite. c16ar;y pointed out by Mill,t 
and, morEl recently, by Sir R. Giffen;t but it. is not generally known that the land tax 
was from 1802 till 185:1 saleable by the Crown, not merely to the owners of thE! residues 
of the charged propertie~ but also to strangers. There were 2,073 Ruch sales to 
strangers, the land tax beillg converted into fee.farm rents payable out of the charged 
estates; but it is probable that some of these chargEls have since been bonght out by 
the OWllel'S of the residues. 'I'here are also 247 cases in which the land tax has been 
sold by the Crown to persons interested in the charged properties; but by request of 
the purchasers the taxis still collected and paid over to them or their representatives 
or aFsignees. J n both of the above sets of cases the charges created are still freely 
saleable. There are,. moreover, other cases of land t.ax conv"rted into· rentcharges, but 

, their number is not known. TMse features stamp the land tax with the character of 
property in a manner which appears to admit of no dispute. The honse tax falls 
almost wholly, if not entirely, upon the occupiers .of the houses, and is of the nature of 
a tax upon their incolJ,les.'l'his view has. been uniformly held by all the economists 
wh') have referred to the subject, and can hardly b:l said to be disputed. Similarly, in 
dealing with local taxation, .the whole amount of the "rates" is des"ribed in Mr. 
Goscben's report as "taxes on real property."§ But on reaching:. this portion it 
becomes apparent that, although the expressions .. falling on" and" borne by" are 
used in the headings of the Tables witnout qualification, they are not to be understood 
to mEl an that the rates and taxes in question are paid or ultimately borne by the 
·owners, but that they are measured out to the payers in proportion to the a.nnual value 
of the premises occupied by them, without regard to the problems of ultimate 

~ The property of persons whose tqtnl incomes do not exceed 160t. a year would be exempt from the t~x . 
. t "Principl .... (Peoplo'.editioq), p. 494. 
t Agricultural COlO mission, Second Heport, p. "!7; see also his 'u Essays in li'inaore." 

'§ l'lIge 81. . . . · 
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: incidence. Reftlrring to the figures of local taxation, the report proceeds :-, .. It should 
Of not be forgotten in this comp!lrison that the amount of taxation borne by real 
.. property is overstated. The profits of railways, canals, &0. are rated. and supply a 
" very cOD!;iderable sum, which ought not to have been included' in the, amount 
.. derived from taxes on real property; and, further, it has been conclusively proved 
.. that a great proportion of the rates, e5pecially in towns, does not fall.upon.the 
" owner, but is paid by the occupier, i.e, the consumer of the houses." This observa
tion is equally applicable to the house tax, and explains the method of compilation 
applied to Imperial Rnd local taxatioli alike. Sir Alfred Milner explained his adoption 
of the same method of compilation in a series of tables prepared by him last year as 
follows: .. I do not tIl ink that in these tables we were looking at the person out of whose 
" pockets the tax came, but at the kind of property on which the taxation was levied."* 
If the word .. measured" is substituted for "levied," as is evidently meant, the 
limitations of the value of the statistics 80 compiled will be apparent to those who have 
given the subject of the incidence of taxation some attention. Similar errors of 
description and computation were made in a return called for by Mr. Richard Paget 
and presented to the House of Commons in 1885t; but in this case, as in the case .of 
Mr. Goschen's report, the subsequent raising of the rate of the income tax has brought 
up the total of imperial taxation of visible property to a figure equalling or exceeding 
that el'l'oneously stated in the return. -As regards local taxation, thE' situation is 
reversed, and the overstatement is now greater than before. In a Table appended to a 
paper read before the British Association last year,t the present writer endeavoured to 
show the actual distribution of the burden of the imperial taxes under certain heads. 
It therein appeared that for the year 1894-95 the per-centages were: on land, 3; on 
other rateable property, 10' 4 ; on non-rateable property, 16' 2; on consumers' income, 
64' 9; and on the earnings of personal ex.ulion, 5' 5. The total contribution from 
property amounted to 29 . 6 per cent, but as the new death duties had not then taken 
full effect the present proportion will probably reach 32 per cent. In another Table of 
the same series, the ultimate incidence of the local rates in England was worked out 
thus: real property, 12' 6 per cent.; personal property, 12·1 per cont.; and on 
occupiers' and consumers' income 'i5 . 3 per cent. The Agricultural Rates Act has now 
reduced the contribution from real estate to less than 8'0 per cent., and from real and 
personal property together to -tlbout 20' 0 per cent. Of the total taxation of the 
country,local and Imp~rial, the proportion borne hy property would appear to be about 
30' 0 per cent. It must, however, be 1'emembered that' although these figures are 
believed to represent quite fairly the proportion of the taxation of the country which 
falls upon property as such, a portion of the taxation falling upon consumers and 
occupiers will also descend upon incomes derived from property. HOI\" much this may 
amount to there is no means of estimating, and the inquiry must therefore remain 
incomplete in this particular direction. 

IV.-TnE NATIONAL INCOME. 

Turning back to the income tax statistics, and taking up another thread of the 
inquiry, some interesting comparisons may be drawn from the materials there placed at 
our disposal. In 189~95 the total mt income charged with tax in the United 

• Kingdom (after making the necessary adjustment under Schedule B.) was 525,689,8201.; 
and of this sum no less than 385,123,4661. was, as we have seen, of the nature of 
.. rent" and .. interest," and 140,566,354:l. of the nature of "wages." Property, 
therefore, furnished nearly three fourths of the aggregate income actually charged with 
income tax. Proceeding a step further we get:-

TABLE No.2. 

Amount of Income cTiar!!ed tI,itT! Income Taro (illelltdin!! Abatem,ents)

Total net assessments, 1894-iJ5 
Statutory abatements after adjustment, Schedule B. -
Life insurance allownnces - - • 

Total income of persons liable to tax 

• 

£ 
• 525,689,820 

60,829,621 
3,085,302 

- £589,604,743 

• Royal Commission on Agricultural Dep ..... ioD; reply to Q. 63,253. 
t H. of C. Pap .. , No. 345. 
f &e" Statistical Joum.I" December 1896. 

Ce4 



ROYAL COMllISStoN ON LOCAL TAXA!rlOlI! 

The net asSeSsment of property bears to this total the proportion of 65 pet" Mnt. : 
out it is necessary to add to the former a corresponding sum for abatements and life 
insurance, and although this can only be guessed at, it will probably bring uP. 
the proportion to two-thirds. It thus appears ,that property yielded two-thirds of the 
income of the persons assessed to the iucome tax, and paid nearly three-fourths of the 
tax actually charged. No doubt the application of the method of .. stoppage-at-the
source" renders it necessary for many property owners to claim repayment,' aud a' 
slight lowering of these proportions is required on this account. • 

In order to find the aggregate income of the nation it is necessary to make a 
calculation of which some important elements must necessarily be based to some extent 
upon conjecture: The following figures are offered with this reservation :.-

TABLE No.3. 

Tile Aggregate Income of tile Nation_ Year 1894-95. 

Total income of persons liable to income tax (Table No.2) 
Add exemptions, Schedule A. • 

" " 
B. 

" ,. c. .. 
Untaxed interest from foreign investments 
Manual labour wages (Sir R. Giffen's estimate)
Ot-her incomes exempt from tax ( ditto )t 

£ 
- 589,604,743 

13,178,103 
9,504,158 

• 2,000,000 
30,000,000 

- 633,000,000 
- 100,000,000 

Total - £1,377,287,004 

TABLE No.4. 

Aggregate Income of tile Nation from Property. 

Net assessments, 1894-95, as in Table No.1 
Add exemptions and abatements, Schedule A. 

n . "B. 
" u c. 
" " D. • 

Income of non-income tax-paying classes derived from 
capital and not accounted for above 

Untaxed interest from foreign investments 

£ 
385,123,466 

14,669,001 
5,715,000 
2,000;000 
8,000,000 

30,000.000 
30,000,000 

Total - £475,507,467 

This total will, it is believe~, be found smaller than any similar total compiled in 
recent years, the net income tax assessments baing takel!. as the basis instead of the 
gross as in other calculations, and the income falling under Schedule B. being here 
properly worked out. The last item but one is here taken at one half the amount of 
8ir R. Giffen's estimate of 1878, which was followed in the return of 1885. Notwith. 
standing the growth of capital ~ince 1878, and the raising of the limit of exemption 
from income tax, the present writer is unable to follow these authorities in adopting 
80 high an 6Rtimate. '1'he income from foreign investments which eludes the income 
tax: waR estimated by Sir R. (jiffen in 1878 to amount to 40,ooO,000l., and by 
Mr. Bowiey at 46,000,uOOl. for 1891.t In the return of 1885, this item is placed at 
30,OOO,OOOl., and this figure has been adopted in this paper. ' 

Y.-CONCLUSION. 

It is now apparent that, taking these figures as correct, the proportion which the 
income of the nation from property bears to the whole national income is 34' 5 per 
cent. We have previously mnde out the prop)rtion of the total taxation of the 
~ountry, Imperial and locai, which falls upon- property, as such, to be 30 . 0 per cent. 
Whilst the taxntion of property, and especially of realty, has been greatly overstated 
in previous computations, owing to the practice of including the local rates, the house 

• Labour Commission Evidence (whole Commission), p ... 72. 
t Quoted by Mr. Bowley, "Statistical Journal," 1895, p. 247. 
t "Statistical Journal," 1895, p. 2-18. 
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, duty, and the land talt alnongst the taxes falling thereupon, the fact that some part of 
the customs and excise ta:"ation falls upon incomes from property has hitherto passed _ 
unnoticed. It does not, however, Buffice to compare the proportions of income al;lci;. 
taxation; it is necessary alRo to consider' the taxable capacity or ability represented. 
The bulk of the property of tbe country is owned by persons of the income tax-paying 

• classes, and a very large part of it by those whose incomes exceed 500l. a year.* On
the other hand, 59 per cent. of the adUlt male labour wages in the United Kingdom 
do not exceed 25,. a week, and: the'bulk of the wages of women and young people may 
p!'oba!)ly be taken to possess an equally restricted taxable capacity. Without labouring 
t,he point, it is submitted that, having> regard to the relatively high degree of taxable 
capacity possessed by the bulk of the income from property, the existing fiscal 
arrangements of this country favour realised wealth at the expense of earnings. If to 
the 30 per cent. falling -upon property, 12 or 15 per cent. were added to cover the 
taxes on consumption and occupancy payable out of the income from property, the 
resulting propor~ion would still leave some room for a readjustment in favour of 
earnings. 

In the description of the proposed new tax, a 5 per cent. rate was uStld to illustrate 
the great possibilities realisable by its adoption, but neither this rate, nor the suggested 
disposition is in any way essential. The new tax cOllld be quite appropriately levied 
at a lower rate to provide for the relief of local taxation, or either of the other 
suggested ends, singly. If used, in the first instance, solely for the reduction of the 
rate of the income tax, it would be found that a remission of 5d. in the latter could 
almost be provided for by the imposition of a 6d. property tax. 

It is recognised that the proposed new tax is, like every fiscal expedient yet 
invented, open to objection. The <1ifficulty of accurately charging the interest on the 
capital employed by private traders must be fully admitted. Its existence would make 
it necessary to apply the new tax to this class of income somewhat leniently, and to 
provide ample means of appeal. But this class is, after all, not an important one from 
the fisclIl point of view, the estimated assessment amounting to only 21,600,00ot. out 
of a total of 400,000,0001. The advantages which it is believed may be gaintld by the 
adoption of such a tax are, however, so great as to entirely outweigh this defect. 
It is also claimed that t,he design of the suggested impost is drawn on lines which are 
both theoretically conformable with the demands of economic Rcience and capable of 
practical application by means of the most perfect portions of the fiscal machinery of 
the nation. t 

G. H. BLUNDEN. 

Answers by Mr. C. H. Sargant. 

A.NSlI'El\ TO QUESTION 5. (Suggestions as to real incidence of local taxation.) 

In endeavouring to supply answers to certllin of the particular cases put in Questions a 
to 13, inolusive, I found that it ~ was necessary to perpetually refer to, and bring the 

• particular cllses within, oertain general prinoiples or propositions as to the incidence 
of Imperial or loonl. taxation which appea.r to have met with more or 16ss general 
acceptance in discussions of this nature, but never to have been <1efinitely formUlated. 
It was at once unsatisfactory to IIssume in each case the validity of one or more of these 
propositions without any definite statement of them, and at the same time impossible 
even to state, still less to attempt to prove, the propositions in question on each occasion 
when they were used. I have accordingly endeavoured to formulate certain propositions 
or assumptions as to the incidenoe of taxation, which I found that I was from time to 
,time using; and the remainder of the answer to this question is the result. 

I t will be noticed that in some cases a statement of the problem in question. and some 
attempt at a proof, form part of the proposition; and I am fully conscious of the 
incompleteness of these propositions with regard both to matter lind to form. But I 
have, in fact, found that the attempt to express definitely under general heads the 
ar~uments t,hat I was impliedly using in various paJ·tioular cases has been useful to me 
inqividually by wily both of suggestion and elucidation. And Ihave therefore the less 
scruple in submitting the resUlt to the Co=ission. 

• See abu ... , Ch. iv., para. 1 and 2. 
t See my artiel .. on .. The posilion and function of the Income Tu it;. the British fiscal By.wm," 

.. ECOIlomic Journal," December 1892; and" A Progressive Income Tax," ibid., December 1895. 
I 08400. D d 
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1. In the case of existing property incapable of free increase (land for example) 
the burden of any taxation thereon necessarily falls on the owner of such property at 
the time when the taxation is imposed or anticipated. This is obviously so if he retains 
the property. And it is no less clearly so if he disposes of the property, since any 
purchaser or lessee w~l, to the extent of the burden ~ast on. the property, give a 
correspondingly less prICe or rent than he would have gIven prl?r to .the date of the 
imposition or anticipation. (It Tfla., here be ~ema!ked that In U~lDg the l?~ase 
.. imposed or anticipated," or any similar phrase, ill this and the followmg propOSitions, 
it is intended to denote that one of the two dates which is the earlier.) 

2. In the case of property yet to be producjld, and which can be producfld under 
circumstances of free oompetition* (new wearing apparel, for example), the burden of 
any taxation falls aD: the person who after the .imposition or anti?ipation o~ the taxation 
requires the produotIOn of the property, that, IS the consumer; mdeed, this person may 
be regarded as the" owner" of the property the production of which he requires. But 
of courRe the taxation may prevent the production of the article. 

3. In the case of property coming partly under the first head and partly under the 
second, i.e., property much of which already exists, but which is from time to time 
consumed, and the consumption of which is or has to be from time to time replaced (the 
structures of houses, for example, or food s1lpplies, of which there are large stocks in 
hand which can be identifieg. and taxed), the burden of any taxation that may be 
imposed falls on the owners of stocks existing at the date of the imposition or 
anticipation of the taxation, if or so long as the taxation prevents production. But if 
production is not prevented at all, or when production has ceased to be prevented, then 
inasmuch as the price of. the ,property to be produced will have risen to the extent of 
the taxation, the price of existing property of' the same kind will be similarly 
enhanced also, and the tax,will be shifted from the owner of the already existing stock 
to the subsequent ultimate purchaser or consumer. , 

So far the cases considered have been kept comparatively siIl)ple byassu!1ling (a) 
one single absolute owner of any particular property, in the case, for instance, of land 
or houses an absolute fee simple oWDer; (b) taxation at a single definite moment, 
and not, as is in general the case, recurrent taxation at successive annual, semi-annual, 
or other periods; Bnd (e) uniform taxation over the whole of a State, between which and 
any adjoining State there is little, if any, free competition, not las is often the case) 
special 100lJ. taxation 01' rating over Ii comparatively small area, with which other 
adjoining or similar areas are in more or'less complete competition. One or two of 
the chief, alterations and complications of result arising from (a) the division of the 
intereBts in land and houses, (b) the recurrent character of Imperial and local taxation, 
and (e) the variable character of local taxation, will now be stated. 

4. By virtue of mortgages, charges, grants of l·entcharges Rnd the like, all sorts of 
charges on, and more or less secured interests in, land and houses (meaning by a house, 
both site and structure) are from time to time created and are operating at the same 
time, tha~ is affecting ~he disposition of the income thereof in any single year. None 
of the owners of these interests can properly be regarded as the owner of the land or 
house in question for the purposes of taxation. The owner of land or houses for 
these purposes is the person ,entitled (subject to any such partial interests) to enjoy or 
dispose of the occupation and beneficial user thereof, and enjoying the full amount of 
any gain, and bearing the full amount of any loss, in fact ths owner oj the margin. 

5. By virtue of wills, settlements, leases for lives and years and the like the right to 
enjoy and dispose of the occupation and beneficial user of land and houses often becomes 
vested at anyone time in different persons Jar different 8'UCC68siv8 period.~. In auy such 
case the owners of any land or house are the persons so entitled in successioD, each 
such, 'person being the owner thereof either at the time or in anticipation:for the period 
for which he has or will have the right (whether subject or not as stated in Proposition 4 
to any capital or 'annual mortgage money, interest, rentcharge, rent or the like) to 
enjoy and dispose of the occupation and beneficial user of the land or house; and will, 
therefore, for the period in question, eiijoy the full amount of any gain, and beal" the 
full,amount of any loss. ,In fact, the owners' are the successive owners of the margin for 
the time being for the periods for which. they will :so 'Onjoy such margin. For instance 
if a house has, been let by a fee' simple 'owner on lease for' 21 yeal'S either at a rack
rent, or (in 'consideration of a ,premium) at les9 than a rack-rent, the lessee is jor, the 
period oj the lease the true owner of the house, having for that time the right to occupy 
and use it, 01' to dispose of the occupation and user thereof, lind would by a sudden 

• TlIXation on 1\ patented or iuonopolised product would app ..... 'to faU on the owner of the patent or ~Qnopoly. 
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appreciation or depreciation of· property in the loc~lity have. his lease made eitb.er 
a beneficial or onerous one; while the le~sor has dunng the penod of the lease merely. 
the right to receive a fixed rent, together with the expeotation or vested right of 
becoming the owner again at the end of the lease. 

6. Imperial and local taxation are, as 0. rule,· imposed not in one lump sum, 
but by annnal or other periodic instalments. . N everth;el.eBB, 80 ~oon as an Imperial or 
local tax has been once Imposed (or once defimt!lly anticIpated) Its recurrence at least, 
and often its increase, are in all ordinary cases anticipated. It is obvious, therefore, 
that in the case of a fee simple own~r, the result of the imposition of the taxation is to 
cast on him a burden equal to the capitalised present value of the whole annual 
taxation, if he is an owner of land only, or of that part of the taxation attributable to 
the site at least (the taxation on the structure may be thrown on the ocoupier as 
consume!', Bee proposition 2), if he is the owner of a house. In the case of persons 
who at the date of the imposition or anticipation of the taxation have vested interests 
in succession in the ownership thereof as herein-before defined, a burden is cast equal to 
the capitalised present value of the annual taxation during the successive periods for 
which they are respectively 80 entitled at the date of the imposition or anticipation. 
And where the recurrent taxation is hased on annual value for the time being, and (as 
is generally the case in letting for building purposes) a progressive increase in annual 
value is anticipated, the burden cast on the owner or succeBBive owners at th~ time whe~ 
the property comes to be disposed of, and in respect of which a deduction will be made 
by a purchaser or lessee, will be in respect of a progressively increasing taxation. For 
the purchaser or lessee will receive a part only. instead of the whole. of the increase in 
annual value that might otherwise have been anticipated. or in other words the 
progressive net rental that will be payable by a tenant who has to bear the progressively 
lDfll'easing tax will be less than he would pay if the tax remained stationary. 

7. In the partioularbut very general"case 'of short ocoupation tenancies, such as 
annual tenancies, the annual tenant (though ordinarily spoken of as the occupier as 
distinguished from the permanent owner) must, in fact. be regarded as the temporary 
owner for the duration of his ten~ncy, that is, till the expiration of the year or so at the 
end of whioh either pal'ty can terminate the tenancy and so obtain an adjustment of the 
terms of tenancy; and the lessor must be regarded as the owner only from and after 
that time. Many persons. notably Mr. Goschen in his Draft Report on local taxation, 
have laid great stre~s on the disinclination of either party to take the initiative in 
revising the terms of tenancy. and so. on the tendency of any fresh burden on, or benefit 
to, the actual occupier to stick where it is imposed or conferred beyond the year or so 
for whioh, according to the above view, the occupier is to be regarded as owner. But 
for variolls reasons, itlto which it would be impossible to go here, there appears to be, 
aL any rate at the present time, a much readier adjustment of burden and benefit between 
occupiE'r and permanent owneJ', even in the case of agricultural tenancies, thall 
Mr. Goschen supposed. And in the case of town tenancies (with which I am mainly 
concerned) the main reasons which tend in the case of agricultural tenancies to retard 
this adjustment do not appear to exi~t. In my view, annual occupiers must, like lessees, 
be considered for purposes of taxation as owners for the currency of their annual 
tenancies and for that period only. 

B. The case has now to be considered, not of constant taxation over the whole 
al'ea of a State. but of varying local taxation or I'ating over distinct local areas within 
the same State, aud in competition. Assume that at the various prices or rents asked 
for land in these dil!tricts there is a practical equilibrium at anyone time, that is, that 
there is an equal demand in each district, and then assume a. sudden increase of local 
taxation (without . equivalent return) in one of these districts. It is obvious that the 
effect of this increase will be to throw an extra burden on the successive owners of 
land in the district in question. and that intending purchasers and intending lessees 
(intending to take on the usual terms, viz., that they are to pay rates) will deal after the 
inorease only upon the terms of paying a price or rent lessened to the equiValent of 
the increase. And, in the particular case of land to be developed for building purposes 
the inorease of prospective rate for which these purchasers or lessees will have to b~ 
compensated, will be the increase of the prospective rate, measured, not only on the 
rent,al value of the land, but on the rental value of the structure also. In other words 
.. diffel'ential .. rates (which may be defined as the excess of local taxation, or, perhap; 
more correctly, of the burden of looal taxation in heavily or averagely rated districts 
over .. constant" I'ates, that is, the local taxation or the burden of lccal taxation in th~ 
most lightly rated districts). so far as imposed or anticipated at the time when land is 
about to be developed for building purposes, and to the extent of the rental or rateable 
value not merely of the sits but also of the intended structure, are thrown by anticipatiol! 

Dd2 
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on, Bnd operate in diininution of, the price or rent that can be bbtained by the· owner 
of the site.· d· h f .. d· . . 

For simplicity's sake it has been assume m t e oregomg ISCUSSIon, and it will be 
assumed in general, that. the rate~. considered are (as is undoubt.edly the case to a greater 
or less extent with InhabIted House Duty, poor rates, and educatIOn rates) merely onerous, 
and not in an" degree remunerative. In fact, however, many rates are merely payments 
for Borvices r'endered, and may be r~munerative to an extent much exceeding the 
amount ac~any contri~u~ed. It is obvious that the same considerations t.ha~ govern the 
determination of the IDCldence of ·an onerous rate govern that of the IncIdence of a 
remunerative rate, and the following rule easily follows :-9. So far as any benefits 
result froni the expenditure of any ratee, these benefits go in general to the Ilame persons 
on whom the burden falls, and either, (a) if less than the burden, diminish the 
burden to that extent, (0) if equal to the burden, cancel it and leave everyone in the 
same position as if there had been no rates, or (e) if greater than the burden, confer 
the excess of benefit on the same persons and to the like extent on whom and to 
which the ultimate burden would have fallen had there been one. Of course, in cases 
where there are successive owners, and the benefit of rates results over a perioil 
longer than, or different from, that during which they were raised, this rule may have 
to be modified, as in the case of a sinking fund to def.ray the capital expenditure on a 
permanent~mprovement. But these ,cases can be conSIdered separately. 

ANSW]!:R TO QUESTION 6. (The real incidence of certain partioular taxation.) 

(a.) Inhabited Hoose Duty. 
This (though in form a tax) is practically a "constant rate" and a purely onerous 

rate. 
The only case which has practically to be considered at the present day is . the 

application of land for building purposes since the imposition of the duty. 
In thia case the duty, so far as levied on the annual value from time to time of the 

site, is thrown by anticipation on the person or persons being at the time when 
the site was disposed of for building purposes, the owner or successive owners of the 
site, and operates by way of diminution of the price or rent he or they will obtain. 

So far as levied on the Bnnual value of the structure, the duty is thrown on the 
succefl~ivo inhabitants of the house a!l the "consumers" of the house, and operates by 
way of increase of the rent payable by them. 

The incidence would also appear to be the same in the case (which is rather an 
unpractical one with regard to this particular tax) of houses built before the imposition 
or anticipation of the duty, at any rate by the time (which would not be long deferred) 
when any check that the imposition of the tax might have caused to the production of 
new houses had been removed by the rise of the gross rents of structures to an 
extent equal to the burden of the tax, so that the net rent earned by a structure would 
be the same as before. . 

In the above answer no account has been taken of three comparatively unimportant 
tendencies of the Inhabited House Duty, the first two of which certainly, and the last 
of which probably, tend to throw by anticipation a small part of the constant rates, 
even in respect of the structure of houses, on to the owners of the sites. These are (1) the 
tendency of the tax to make occupiers inhabit smaller houses or tenements, (2) the 
tendency of the tax to make the !Dare roving classes live abroad, and (3) the tendency 
of the tax to promote the building of shops or professional chambers or offices rather 
than residential houses in places where these purposes compete, and so on the whole to 
interfere ·with what might otherwise be the most advantageous development of land. 
So far as they go, it appears to me that the first two of these tendencies certainly, and 
the last of them probably, operate to diminish the prices or rents that can be obtained for 
building sites. But the conjoint operation of these causes is probably very small, 
and certllinly almost incapable of accurate estimation. And I have accordingly 
neglected them in the above answer, and propose to neglect them, and any other small 
similar tendencies of the kind, in my subsequent answers. 

(b.) Rates levied on Hooses and Trade Premises • 
.. Oonstant Rates" on houses and trade premises, so far as onerous, have an incidence 

similar to that of Inhabited House Duty; that is, so much thereof as is levied on the 
annual value from time to time of the site is thrown by anticipation on the owner 01' 
owners of the site at the time when it was developed, and BO much thereof as is levied 
on th" annual value of the struoture is thrown on the .. consumers" of .the house or 
trade primises. 
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It must be noticed, however, that, while the" consumers" of a house are the successive 
occupiers thereof, the consumers of trade premises are the persons demanding the goods 
for the production or distribution whereof the trade premi8es are built and used. 

The above incidence of constant ratel! seems, as in· the analogous case of Inhabited· 
House Duty to be the same whether the constant rates were imposed or anticipated 
before or after the development of the site for building. For, as these constant rates 
apply equally to every site in the kingdom, future houses and trade premises will 
have to baar them wherever built, and gross rents for structures will be forced up 
till net rents are the same as befeJe the imposition or anticipation of the const.ant 
rates. Inasmuch, however, as there is probably a more effective competition between 
different countries in respect of trade premises than in respect of dwelling-houses, the 
slight tendency noticed in the case of Inhabited House Duty to throw a portion of it 
even in respect of structures on the owners of building land may be more accentuated 
in the case of land adapted for development for the purpose of trade premises . 

.. Differential Rate8," so far as onerous, and so far as existing or anticipated at the 
date of the development of land for houses or tmde premises, are in respect of both 
site and structure thrown by anticipation on the owner or successive owners of the 
land at the time when it comes to be developed, and operate by way of diminution of 
t.he price or rent obtained by him or them. 

Differential Rates, so far as onerous, and as first imposed or anticipated· after the 
building of houses. or trade premises, fall on the owners or successive owners of the 
house or tralte premises (i.e., of the property comprising both site and structure) at 
the time when these rates are first so imposed. There is nothing to enable the 
then owner or owners of the house or trade premises to get rid of the differen~ial rates 
so imposed even as regards the structure. For, unlike the case of constant rates, 
structures can be built in other neighbourhoods to escape the differential rates, and 
in the same neighbourhood sites which are, still uncovered and compete with the 
covered sites on equal terms are, as has just been seen, lowered in value to the extent 
of the differential rates so imposed or anticipated on the value both of the sites and 
of the structures intended to be built thereon. 

(c.) Rates Ze'lJ'ied on Ag1'icultural Land. 

These appear to me to fall practically exclusively on the owner or successive owners 
of the land at the time when they are iirst imposed or anticipated. 

As regards rates of the nature of hereditary burdens, or even rates to the amount 
existing or reasonably anticipated at the date of the last letting, this is almost obviously 
so. The intending occupier or lessee can give so much in all, and to the extent to 
which he will have to pay rates i!il unable to pay rent also. 

As regards rates imposed during an existing occupation, the occupier (or temporary 
owner fOl' the term of his occupation) has undoubtedly to bear them down to the time 
when his occupation terminates or is terminable. The only question appears to be 
how soon after that period these fr~sh rates are, if the occupation still in fact 
continues, shifted on to the landlord or permanent owner. Mr. Goschen, in his Draft 
Report, expressed the vie\V' that this shifting WBS a matter of difficulty, and evidently 
thou ght that it would take a long time. I am inclined to think that, at any rate 
at the present time, the difficulty is much less Bnd the time much shorter than 
Mr. Goschen thought, and that even in the case of agricultural land. 

The view expressed in the first paragraph of this answer is (having regard to the 
definition previously given of ownership as including occupation for the term certain 
of that occupation and no more) that fresh rates are shifted immediately occupation 
may be, though it is not in fact, terminated. This view is probably quite correct as a 
statement of tendenoy-as a statement of what actually occurs it may need more 
or less correction with regard to fresh rates, as Mr. Goschen's view is more or less 
completely accepted. 

In the above remarks no account has so far been taken of the incidence of the rates 
in respect of BO much of the rental or rateable value of agricultural land as may be due 
to the expenditure of money on permanent improvements, a question very analogous to 
that of the incidence of the rates in respect of the annual value of the structure or trade 
premises. It is clear that the differential rates on these permanent improvements must, 
like the differential rates on the structure of trade premises, fall by anticipation on the 
owner of the land at the time when these improvements were made. But are the 
comtant rates on these permanent improvements,like tbe constant rates on the structure 
of trade premises. entirely ormainly thrown fromlhe landowner on to the consumer, 

Un3 
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i.e.; the purchase~ of the agricultu~al produoe! I am inclined to think that forei~n 
competition in agrIcu~tural produ~ IS SO much keener. and more real tha~ that wIth 
regard to trade premIses, and still 'more than that wIth regard to dwellIng-houses, 
that even these constant rates practically bMome differential for this purpose, and 
cannot be shifted from the landowner to the consumer to any considerable extent. 

( d.) TIU1Je3 on the Transfer of Property. 

These fall on the owner or successive owners of the propertY.at the time when 
they are first imposed or anticipated. There appears to be no method by which they 
can be shif"ted on to anyone else: Their burden will, of course, vary in proportion 
~o (1) the rate per cent., and (2) the average frequency of transfer of the property. 

That they do, in fact, fall on existing owners at the ~ate of imposition or anticipation 
seems to be recognised by the practice of many companies or borrowers, who pay a 
lump sum by way of composition of such duties. This' would not be done if the 
burdlln could be thrown on an unascertained class of futur~ purchasers. 

I cannot think that, as suggested by Professor Sidgwick," any. considerable part 
of taxes on thfl "transfer of property falls with more weight Oll traders as such, 
and so may be regarded as a taX on trade or production, in which case the part in 
question would .be thrown on the consumer. 

(e.) Taus on Trade Profits. 
• 

Th!)se taxes, if imposed' on trade profits alone, and not on all kinds of income also, 
would appear clearly to fall on the ultimate purchaser or customer. 

If imposed on trade profits together with all other kinds of income these taxes 
would appear to fall wholly or mainly on the owners of property. 

There are, however, ma~y oth~r ~onsiderations to be taken int~ account, which might, 
more or less, alter the ultimate mCIdence of these taxes, as, for mstance, (1) the extent 
to which trade on either of the above suppositions might leave the country, in which 
case some burden, but not necessarily a burden equivalent to the tax, might fall on the 
consumer obtaining the products of trade under hampered conditions; or (2) the extent 
to which ~aving might .be a~acted. by these taxes, and the creation hi.ndered of capital 
for <:'xtenslOn of trade, ill whIch case also there would probably be an mcrease of prices 
to consumers. 

'(f.) Death Duties. 
These. taxes fall directly and immediately on the oWners of property, and there 

seems to be no method by which they can be shifted On to anyone else. 
All classes may, however, ultimately be more or less affected by them, if they 

result in any discouragement of the accumulation of capital by saving. 

ANSWER TO QUESTION 7. (Criterion for distinguishing purposes for which taxation should 
,be raised locally.) 

T here is not, I think, any senous difference of opinion that taxation should be 
raised locally for local pU1'P0ses, and for local purposes only, that is, for purposes which 
are for the b~fit of present and future inhabitants . of the locality as such. And, if all 
purposes for which taxation is levied could be definitely divided and classified either 
as .. local" or "Imperial," there would not, I think, be any dispute (apart from any 
question of hereditary burdens which it is impossible to deal with within the compass 
of this answer) that the whole of.the former class cf purposes should be met by local 
taxation, that is, by the taxation of .the present and future inhabitants of the locality as 
such; . and the whole of the latter class of purposes should be met by Imperial taxation. 
But, in fact, many works and services, such as main roads and bridges, criminal 
prosecutions, 'police protection. and the like are performed for the benefit, partly of the 
inhabitants of the localities, and partly of the nation at large. And in otlJer cases, 
particularly those where serv~ceR ~ave to be ,provided by the inhabi:ants of a locality 
as a hody for part of those IDhabitants, as ID the case of educatIOn or poor relief, 
the services though rendered exclusively to inhabitants may eitlJer not be limited in 
rAsult to those localities (since educated children lDay spread themselves over the 
Empire at large) or may for the credit of tlJe nation at large (which is a kind of 
naticmal benefit or purpose) be fixed, as in the case both of education and of pOOl' 

I'elief, ",t a higher and more expensive standard than the inhabitants of localities would 
by themsel vas be prepared to adopt. 

• Principle. of Political Economy (1883), Book HI., Ch. 8, p. 672, 
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In all these cases (and I think that all the cases mentioned on pages ,24, 25 and 26 
of Sir Edward Hamilton's recent Memorandum, are cases in which the relief of local 
taxation from Imperial resources is justified by considerations of the above nature) i~ 
seems right that local taxation should be aided from general 01' national taxation, 
and the only question is the extent to which this aid should go. This question is 
(apart from the consideration of hereditary burdens) ODe depending on proEortionate 
degree of benefit, and is one of detail and administration, as to which I am not 
competent to express an opinion. ., 

ANSWER TO QUESTION 8. (The expediency of keeping expenditure for local and national 
purposes distinct.) 

It would seem quite impossible in the nature of things to keep the expenditure 
for many local purposes quite distinct from that for national purposes, as many works 
and services subserve both purposes. In these cases, therefore, a contribution by the 
central Government, and, (in most cases) an expenditure by the ,local authority of the 
aggregate fund, subject to such supervision by the central Government as may be 
necessary, appear to be the only practical methods of supply and expenditure. 

Where local purposes are clearly distinguishable from national purpost!s, there it 
would in general appear to be advisable that both the supply and the expenditure of 
the ~unds raised for these purposes should be in the bands of the local authority, that is, 
that they should transact their own business. Indeed, it is in general f61' the transaction 
of this business that they are created. 

ANSWER TO QUllSTION 9. (The division of rates between owner and occupier.) 

I take a very definite view. that in tolO'1I8, and particularly in large towns, such as 
London, where there are oftep several interests in each house, rates should not be 
divided between ow~er and occupier (or, as I should p'refer to call them for this purpose, 
.. permanent owner' and" temporary OWIler "), but should, as at present, be entirely 
paid by the occupier, except in those very numerous cases (such as furnished houses, 
fiats, weekly or monthly tenancies, and small tenements) where the difficulties of 
collection from the actual occupiers make it convenient for the local authority to 
treat the landlord as the actual occupier and to rate him solely or primarily. 

My main reasons for entertaining this view may be briefly ~ummarised as follows:
(1.) The ultimate incidence of rates is the sa me whether the occupier pays or the 

owner or both. The question who should berated is, therefore, mainly one 
of convenience. 

(~.) It is inconvenient that both owner ~nd ocoupier should be troubled with the 
ascertainment and payment of rates. This' is particularly the case where 
there are several interests in houses, between each of which payments or 
allowances in respect of rates would have to be made: ftir every plan for 
dividing rates divides them not meI'ely between the actual occupier and his 
landlord, but between the parties to all ,superior tenancies, though I doubt 
whether this is so in large Scotch towns; such as Glasgow, Edinburgh, &0. 

(3.) If one person only should pay, then (except in the excepted cases above referred 
to, where convenience of collection prescribes the contrary) that person 
should be the annual occupier or temporary owner. For it is for his benefit, 
88, the inhabitant for the time being~ that the great bulk of the rates is 
expended for purposes as recurrent and temporary as his own occupation or 
temporary· ownership. And there is no apparent hardship in this, even should 
he be thought to actually bear the rates, since there is nothing unjust or 
unscientific in taxation on expenditure as measured by style of living. 

(4.) If, where there are several interests in houses, a proportion of the rates in the £ 
is to, be deducted on each payment between successive interests, the effect will 
be to rate mere anlluitants or rent chargers, and to relieve to this extent the 
reul owners, i.e., the OU'Mrs of the margin. 

(5.) The result of the proposal mentioned in the last head wonld be to .make every 
rent received in respect of every interest in housAs a variable one, and so 
to drive cheap or trust capital out of houses as an investment, and to 
necessarily raise rents. , 

(6.) If any division of rates between owner and occupier is to be applied to existing 
contracts (and all proposals that I have seen on the subject contemplate this) 
the~e will necessarily be much hardship an~ los" inflicted on a prudent class 
of Investors. 

l>di 
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In country districts also I consider that the present system is the fairest and best, 
and that the whole of the rates should bfl borne by the oocupier or temporary owner 
rather than by the landlord or permanent owner. But obviously some of the reasons 
given above do not apply at all to country districts, and others apply with less force 
to country districts than to town districts. 

I should add that in this answer I am dealing merely with the payment by owner 
and occupier of such part of the taxation for local or kindred purposes as has to 
be raised and met out of the rates, whatever .that.part may be. The part that has 
to be paid out of national taxation or national funds is paid neither by owner nor 
occupier as such. 

I should also add that the foregoing part of this answer does not apply to that 
comparatively small part of the rates which goes to pay the sinking fund for the 
repayment of' capital borrowed for permanent improvements. Theoretically, and in 
default of contract to the contrary, I consider that whatever its ultimate incidence, 
this small part of the rates should be primarily imposed on the persons to benefit, 
that is, the persons who will by virtue of their present and future right to enjoy or 
dispose of the occupation, reap the benefit of the permanent improvement. But, 
practically, this part of the rates is so small, and would be so extremely difficult to 
calculate, that (as is done now in the case of the Hewers rate) occupiers would in all 
cases where they agree to pay the bulk of the general rates, agree to pay this part 
also; and, this being so, I see no reason for any statutory interference with· an 
arrangement for the mutual convenience of landlords and tenants. 

ANSWER TO QUESTION 10. (The separate rating of ground values.) 

The only proposals with which I am acquainted for rating ground values are (1) thoso 
propounded by Mr. Fletcher Moulton in the autumn of 1889, and (2) those embodied 
in certain recent resolutions of the London County Council, and about to be laid before 
the Royal Commission. Both these sets of proposals appear to me to be open to the 
f.ollowing fatal objections :-

(1.) They would rate owners of fixed rents in respect of an expenditure, the benefit 
of which accrues primarily to the owners of marginal rents, or in other 
words, to the persons having the right to the actual beneficial occupation 
and enjoyment of the property rated. They would in fact rate the wrong man. 

(2.) 'I.'hey would be most difficult to work in practice, for while the annual value 
of a house site and structure together is easily ascertainable with reasonable 
precision, there would be great difficulty in ascertaining the annual values of 
the Hite and structure separately, particularly if (as would rather appe"ar to 
be the case) the annual value of the site is to be ascertained, not with reference 
to its use in connexion with the building actually on it, but with reference 
to the use to which it might be put if vacant. 

(3.) They would prevent secured interests in houses from being arranged so as 
to yield a fixed income, and so would drive cheap or trust capital out of 
house property and raise rents. 

(4.) As a'pp~ied .to future contracts, ther would fail of their purpose and h~mper 
buildmg, lllasmuch as they would lmpose on developers of land for bulldinoo 
purposes, and builders and the persons claiming under them, a prospectiv~ 
liability in respect of the rents forming the reward for development and 
building, with the result that such rents would rise and the rate be ultimately 
thrown on the occupier, if (as I presume will be the case) the rate is to be a 
constant one, i.e., applying to the whole kingdom. 

(5.) As applied to existing contracts, they are markedly confiscatory. 
And the recent proposals of the London County Council appear to be open to this 

further very serious objection (which is one not as between the different owners of a 
single house, but as between the different sets of owners of different houses), namely,-

(6.) As between two houses of the same rateable value, but one of which comprises 
a small structure on a valuable site while the other comprises a large 
structure on a much less valuable site, an excess of rating will be thrown 
on the owners and occupiers of the smaller house in relief of that thrown on 
the owner and occupiers of t~e larger house, although in most cases it would 
be the inhabitants of the larger house that would derive the greater benefit 

'from tho ratc~. 
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AlIsWEIl to QUESTION 11. (How far rent is a1l'ected by the increase, decrease, or 
imposition of a rate ~) 

217 

The answer to this question is obfiously covered by the answers t h3.ve already 
given to Question 6 (a), (b), and (0) • 

.As regal'dt, llO'UBee and tmae Jl1'emises, the increase or imposition of a "constant rate," 
so fllr as such increase or imposition is onerous, reduces the net rent otherwise 
obtainable from a tenant who is to pay the rates (1) permanently to the extent of the 
extra burden in respect of the annual value of the site, and (2) temporarily, while 
building is checked and the annnal value of structure3 is rising to meet the extrll 
burden on the annual value of .the structnre, to the extent of a gradually diminishing 
part of this extra bnrden; and perhaps permanently to the extent of some small portion 
of this extra bnrden . 

.ds regal·di; houses and t)'ada premisB8, the increase or imposition of a" differential" 
rate, so far as sucb. increase or imposition is onerous, reduces the net rent otherwise 
obtainable from a tenant who is to pay the rates, to the extent of the extra burden in 
respect of the annnal value of both site and structure . 

.As regards building land, the increase or imposition of a rate, whether constant 
or differential, so far as sllch increase or imposition is onerous, reduces the net rent 
otherwise obtainable from a building tenant as stated in the two foregoing formulre, 
but substituting for" structure," .. anticipated structure." 

.As regard8 agricultw·Q.lland, the increase or imposition of a rate, whether constant 
or differential, so far as such increase or imposition is onerous, reduces the rent 
otherwise obtainable from a tenant who is to pay the rates to the full extent of the 
burden. 

As regards all the above kinds of property the reduction or abolition of a rate, so 
far as such reduction or abolition is beneficial (i.e., does not involve the loss of an equal 
or greater benefit), operates in exactly the contrary way to thllt above stated; that is, 
increases the rent otherwise obtainable from a tenant who is to pay t.he rates to the like 
extent to which that rent would have been decreased by a corresponding increase or 
imposition of the rate so far as onerous. 

ANSWER TO QUESTION 12. (How rent would be affected by occupiers l:eing allowed to 
ded uct rates.) 

A deduction by the occupier of the whole or a portion of the rates would not of 
course be quite equivalent to a reduction of rates to that extent, since the total rates 
levied in respect of the property generally would remain the same, and the only 
alteration would be in the primary inoidence of these rates. 

In my opinion, this alteration in the primary inciil6nce would not make any 
alteration in the ultimate incidence, except so far as existing contracts were disturbed 
without appropriate compensation. Rents would, I think, rise to the extent to which 
the la.ndlord paid rates instead of the tenant. Indeed, as before pointed out, in towns, 
and assuming that the process of deduction were carried out between all successive 
interests, ground rents, improved rents, and other secured rents would in future 
building riSG in order to compensate for their not yielding a fixed income, and so 
being worth a smaller number of year.' purchase; and so rack rents would be increased 
beyond the amount of rates of which tenants would be nominally relieved. 

Perhaps I should add that the phrase in the question .. under what conditions" 
seems to suggest a reference to the view sometimes entertained that a benefit of this 
kind to the tenant could or could not be appropriated by the landlord according to 
whethor there was or was not a brisk demand for houses, or that the incidence of an 
increase 01' decrease of rates is determined by the state of supply lind demand in 
the market for houses (see, for instance, Mr. Goschen's Draft Report, p. 168 of his 
collected reports and speeches on local taxation). This view does not appear to me to 
be sound. If a brisk demand for houses enables a landlord to throw an increase of 
rates on a tenant and still to obtain the same rent as befere, he could presumably 
have obtained an extra rAnt had rates remained stationary; and tha loss of this 
extra. rent involves the extra rat~s being thrown on the landlord as clearly (though he 
may not feel it so much) as if he had had to submit to a. reduction of rent where, 
but for the increase in rates, he might have obtained the same rent. And if a 
slackness in the demand for houses enables a. tenant, who is b,l' an alteration in the law 
empowered to deduct a portion of the rates, to make a fresh bargain at the same rent 
as -before, this tenant could presumably have obtaiMd his house at a lower rent than 
before, had he not been empowered to deduct any part of the rates; and the 1085 

• 18409. Ee 
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involveu in not obtaining a reduction in rent exactly counterbalances the gain in being 
at liberty to deduct part of the rates, so that though the tenant is a gainer, it is by 
virtue of rents falling through a slackness in the demand for houses, not by virtue of 
the alteration in the law enabling him to throw on the landlord what he previously 
bore himself. 

The state of the market for houses or land produces effeots of its own whiGh ar(l quite 
independent of the effects produced by an increase or diminution of rates. All that can 
fairly be said is that the effects produced by the state of the market may be in the 
contrary direction to, and so disguise or cancel, those produced by an alteration in rates. 
But, on the other hand, the two sets of' effects may tend ill the same direction, and 
may aggravate each other. 

ANSWER TO QUESTION 13. (Effect on rent of rating property on different scales.) 
The general effect of rating property on different scales according to value, character. 

or user will obviously be to encourage the productiou of property of the value and 
class and the user of property in the manner in respect of which the rating is light, 
and to discourage the production of property of the ' value and class and the user 
of property in the manner in respect of which the rating is heavy. But the effect 
upon rent is difficult to state with anything like precision, unless a great many other 
conditions of the problem are first fixed. 

:rerhapa the hest practical answer to the question can be given by assuming certain 
fixed conditions in a particular case. 

Assume that the revenue that has to be raised for Imperial purpose. by some tax or 
other on buildings is such as can be and is raised by a tax of 4d. in the :I:: on the rental 
value of all occupied buildings, whether trade premises or inhabited houseM, and 
that trade premises and houses throughout the country are occupied and have their 
rents fixed upon the basis of this condition amongst other existing conditions. And 
then assume that the law on this point is altered in the following manner, viz., (a) 
by the increase of ·the duty on inhabited houses of 501. annual value and upwards to 
9d.; (b) by the diminution of the duty on inhabited houses under 501. annnal value 
to 3d.; and (c) by the entire abolition ~f the duty as regards trade premises. 
What will be the effect on the net rent to be obtained forthesA several classes of 
property from tenants who pay rates and taxes? 

Take, first, the case of trade premises, and assume (what is no doubt nearly the 
case) that foreign competition does net operate, and that there must, in spite of the 
change in taxation. be practically the same proportion intbe future between trade 
premises and inhabiteu hou8es that there has been in the past. Then, when .fresh trade 
premises come to be built (and it is by this that the rents of existing trade premises 
will be regulated), on the principles already stated, the builder will be content with the 
same net rent as before in respect of the structure. nnd this net rent will not .be 
altered, the relief from the reduction of the tax in respect of the annual value of the 
structure going into the pocket" of the "consumer" of the structure, that is, the 
ultimate purchaser of the goods produced or distributed on the trade premises. 

Tbe effect on that part of the rent of trade premises which represents the annual 
value of the site is equally clear. The superiority of position for which site-rent is paid 
continues the same as before, and a tenant having less to pay in the shape of taxation 
for that superiority; willlbil willing to pay an excess of rent equal to the relief. 
Rents of trade premises will, therefore, rise on this account to an extent equal to the 
relief from the reduction of~tax in respect of the annual value of their sites. 

Take next the case of dwelling-houses of 501. annual value and upwards. Here. 
if the existence of dwelling-houses of under that value is for the moment disregarded. 
"nd attention paid to the alteration in taxation between dwelling-houses and trade 
premises only, the result will clearly be analogous to that with regard to trade 
premises. The result will, in fact, be that net rents, so far as representing structures. 
will remain constant after some short interval of possible depression, with the result 
that the extra burden on the nnnual value of tbe structures will be thrown on occupiers 
as a class; and that net rents, so far aM representing site values. will diminish to the 
extent of the extra burden on the annual value of the sites, with the result that 
this part of the burden will be thrown on the owner or successive owners, as herein
before defined, of the dwelling-houses (which include both sites and structures). But 
now, if the existence of houses under 50l. annllal value is again regarded, then, 
in~much a~ there will probably be a real competition between houses of 501. annual 
valjIe and just over on the one hand, and houses of under 501. (which can, of 
course. be produced to any extent) on t.hll other hand, it may well be that the interval 
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during which the net rents for existing structures will be lowered will be a very con
siderable Ol!e, and that such rents may even to some ext~nt be lowered permanently. 

'I'ake, thirdly, the case of dwelling-houses of less than 50l. annual value. It is 
pretty clear that the effect of the change will, in this' case, be to leave unaltered the 
nct rent in respect of structures, the benefit thus going to occupiers; but to increase 
tho not ront in respect of sites, the benefit thus going to the owners of the houses. 

Lastly, .thero has to be considered the effect of the alteration in the prospective 
rents of uncovtlred building sites in general. The change would obviously increase the 
rents that would be obtained for sites for trade premisl's or small houses, and decrease 
t.he rents that could be obtained for sites for largel' houses. On the whole, probably 
the effeot would be to very slightly diminish the total rent of all sites for aU these 
purposes, since the freo operation vf supply and demand would be somewhat more 
inteIfered with than before. 

6th January 1898. eHAS. H. SARGANT. 

Answers by Mr. T. Mackay. 

I.-CLASSIFICATION. 

Taxes on commodities are distinguishable in many ways from the other taxes 
enumerated in the Table, but I cannot follow the reasoning which distinguishes 
them on the ground that commodities are not property. Nol' does it appear to Die 
scientific to say that "taxes levied in respect of incomes derived from personal 
exertion" are "taxes, not incidental to property." An income is a property, 
and so are the services by which that income is earned. Personal skill or labour 
is. of course, a less permanent source of income than an investment in the funds, 
but in many cases the goodwill of a pl'ofessional or trade income can be sold or 
bequeathed, and, in any case, the distinction does not rest on the fact that one 
source is property and the other not property. 

By reason of this objection, which may appear hypercritical, and of the great 
difficulty of the question of real incidence, I doubt the possibility of making anything 
in the nature of a scientific classification of taxes. Tbe most that can be done is to 
supply a catalogue. For the purpose in hand, such catalogue should divide taxe~ into 
those which are levied on property which is also rateable, and those which are levied 
on property which is not rateable. The quest,ion of equity, which must naturally 
engage mLich attention, is to be decided, not by the relative amount of burden 
borne by different classes of property, but by the taxable ability of the persons who 
own that property, which, I submit, is a totally different thing. 

I do not feol justified in setting out my views on a technical question of this nature, 
at any length, but the following illustl'3tion wiJI, I hope, explain my meaning. Taxes 
on food, like the old corn laws, are generally held to be inequitable, not, I submit, 
because, thoy are not t.axes on property, but because they press heavily on a class 
whQse property often extendd very little beyond its daily bread. Conversely, taxes on 
ground rents are sometimes advocated because it is assumed that the owners are 
persons of taxable ability. '1.'his is a question of fact. Having regard to the large 
amount of ground rents held by working class insurance and friendly "ociety 
associations. and the probability that the private investment of th('l moro successful 
members of this class folloWR the example of their public investment, I should not 
be surprised to find that gronnd rents form a Jarger proportion of the whole invest
ments of the poorer class than they do of the whole property of any other class. 
, What appears to me to be wanted in the present connexion is (1) "' list of the taxes 
lovied on ra1;eable and non-rateable property, (2) some ~ort of estimate as to the ability 
of the persoils who own eaoh diflerellt class of property. This. of course, is not a 
c1n~si fication in the scientific sense of the term. 

Such a catlllogue would throw some light on the preliminary question as to how far 
th., exemption of certain forms of property from local burdens has been equalised by 
their ,ljreater liability to Imperial taxation. The equity of the situation, however, 
nlU"t be. decided with a reference to persons, not to things. An equal division of 
all taxatlOn between real and pereonal property would not, of necessity, be an equitable 
division as between persons. 

Ee2 
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H.-THE NET REVENUE OP THE POST OFPICE. 

The usual objection to monopolies is that they prevent the pUblio from getting a 
cheap and efficient supply. The Post Office would seem to be no exception to the rule. 
[n those departments where private competition is permitted, it has, more or less, 
been beaten out of the field. In the last report of the Postmaster General, he exprl3sses 
'some surprise at the decreased number of newspapers which he has to carry, and he 
oongratulates himself, on the assumed explanation that private enterprise bad taken 

'away a branch of work which in Post Office hands has been unprofitable. It is to 
be presumed that the private enterprise which now distributes newspapers does it 
more efficiently, and at a remunerative rate., In London the different corps of 
messenger boys pay a heavy license to the Post Office for leave to ply their trade, and 
yet, even so burdened, they compete successfully witll the messenger service of the 
Post Office, which has, practically, proved still-born. Its insurance business is 
infinitesimal, and bas been entirely distanced by private enterprise. Its banking was 
last year conuucted at a loss, and the constitution of this department is a grave 
source of anxiety to those responsible for our public finance. In many of its 
departments the Post Office makes a loss; if, therefore, the net result is a profit of 
three million~, it is obvious that this must be obtained by excessive profits in other 
departments. 

It might plausibly be argued that the monopoly of the Pest Office (granted for 
what may he good and sufficient reasons) is in itself a tax. 'fhere can, I think, be no 
doubt that any profit which it makes is a tax, and that it is levied on the property 
of those who have to pay excessively for its services. 

IlI.-TESTS OF THE EQUITY OF TAXATION. 

The following is abbreviated from the work of M. P. Leroy Beaulieu, and is 
obviously based on the well-known canons laid down by Adam Smith. I reproduce it 
rather for the sake of the comment appcnded by the author than because of any 
belief that such maxims will prove of much practical use. 

~axes sho~ld bA in pr!lportion t~ ability:; should, be easily calculated and intelligible; 
~leJr collectIOn should De convenIent and economICal; they should, as far as possible, 

exercise no disturbing infiuelJcf> on the development of agricultural industry and 
commerce. The author then remarks that no State can attain this ideal. There is a 
certain irreducible element of injustice, arbitrilriness and vexation in every tax. '1'''8 
ideal raT, be most nearly reached in those states aud loealities whosB wants are mod/wale, 
and it is most ~cia.ely departed 11·0,?",. in p~aces wlterp- such clt1111'ge~ a1'e hea1J,/I. Equity is 
much more promoted by good admmistratlOn than by any conceIvable readjustment of 
taxation. , 

This consideratiQn, and the wide diffusion of burden which I believe to be 
characteristic of all taxation, suggest that we may exaggerate the importance of 
" equity" ao; a principle to be observed in readjustments of taxation. 

To begin with. too closo a regard to equit,y would deprive a government of 
Tllany productive forms of revenue. The experience of progressive taxation is that 
though it mny be very equitable, it is not productive. The taxpayer also can contraot 
himself out of ta~es or;r luxuries by: furegoing t~em, and it is generally recognised' 
that. after a certaIn pomt, the taxatIOn of luxurieS ceases to be productive. In a 
country where a large revenue is required for local and Imperial purposes, it is 
impossible to avoid placing taxe3 on objects of common and general use. This 
obviously bears heavily un the poorer classes, and is inequitable and inevitable. 

In discussing, later on, the question of incidence, it is suggested that there is a 
certain readjustment of taxation according to ability going on automatically, more 
particularly in regard to old taxes, and to taxes on commodities which are finally 
brought into the market a~ter a .long series of ex:changes. i'hus it is recognised 
that no one but a comparatIvely rich man can afford to be a landowner. Generally 
also at every sale of a taxed commodity the purchaser's ability to pay the tax is more 
or less guaranteed by the fact of his willingness to buy. An exception to this 
ten,c~encJ is the c~se of taxes on. nec?ssit,ies~ a.nd ,it i~ o~e of the utn~ost importance. 
ThIS, however, IS part of the IneVItable InJustIce mCldent to all tuxation. The 
revenues of public bodies spending largely cannot be raised solely by taxes on luxuries. 
The revenue will be deficiunt, unloss recourse is had to a taxation which cannot be 
evaded, i.e., on objects more or lesB of necessity. The only remedy for this is better 
and more economical administration. 
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In view of the great rise of urban rates in recent years, it seems to me probable 

that we sh~ll see, if we have not already seen, some shifting of the centres of industry. 
Just as in medireval times trade forsook the old chartered towns because of the 
restrictions imposed on it, so in modern times trade will show a disposition to leave 
the towns which are most heavily burdened by rates, and if this is true of towns it is 
alpo true of countries. A mannfaoturer proposing to open works, say, at Preston, is met 
by the fact that he has to pay a rate of 28. 3d. in the pound for an unsuccessful 
speculation in docks. To avoid such infected areas is an equitable remedy open to 
labour and to capital, which can beoexercised in so far as these values are not adscl'ipta 
gleb(l!. It leaves, however, a burden, which in time might actually extinguish, as in 
the famous caEe of Cholesbury, the value of immobilia altogether. 

The remedy for this state of things is not a readjustment, which must be 
ineq~itable tolersons brought in to s.hare the los~, but better administration. . . 

Wlth regar to the form of readJustment whICh has been largely adopted III thIS 
country, namely, subventions in one shape or another from the Imperial Exchequer 
t.o local authorities, it is to be observed first that taxpayers and ratepayers are not two 
mutually exclusive divisions. Very little general satisfaction will result from taking 
money out of une pocket to put it into another. And if the result of these Imperial 
subventions is universally the same liS that which, I have little doubt, has arrived in 
the case of poor law administration, it seems very probable that the divided financial 
responsibility tends to increase the expenditul'e both of rates and taxes. The mcney 
drawn from the Imperial Exchequer is spent with the proyerbial profusion characteristic 
of a body spending a fund for which it is not responsible, and the temporary relief to 
the local rate relaxes and disarms the vigilance of the ratepayer. * 

The general conclusion which I draw from these considerations is tha.t equitable 
relief will mainly be obtained by better administration; that divided finILncialresponsi
hility will not tend in that direction; that financial and administl'ative responsibility 
should be cloEely connected, or that, if they be separated, it must be done under 
safeguards more effective than at present exist. 

The argument further appears to me to tell in favour of putting up with the 
Btatu8 quo, notwithstanding its anomalies and irreducible minimum of injustice, rather 
than reso~t to large and revolutionary meaEures of readjustment. Even if we admit 
that excessive taxation is preventing the development of one trade more than another, 
if fa; hypothesi there is an absolute necessity for a taxation of objects of general and 
common use, it is difficult to see what advantage will be gained by transferring the 
heavier burden from one t;'ade whioh has grown accustomed to it to another which is 
not likely to prove patient under the irritating influence of a new tax. 

The one thing certain about all readjustment is that the number of those who fancy 
themselves injured will always be more numerous and mOle clamorous than those 
who admit that they have profited. 

Generaliy, I submit that no readjustment will be equitable or satisfactory which 
doos not provide for an improved and more economical admillistration. . 

IV.-TBE REAL INCIDENCE OF TAXATION. 

Any generalisation as to real incidenoe of taxation should, I submit, he applicable to 
all forms of taxation. 'ro say, for instance, that the incidence of taxation levied on 
the ocoupier of agriculturalland follows one law, and the taxation levied on commodities 
a different law, and then to dispute whether taxes 011 dwelling houses conform to the 
first or the second law. seems to me eminently unsatisfaotory. A proposit.ion which 
aspires to the dignity of a scientific law should admit of no exceptions. If a generalisa
tion is shown to bo inapplicable in a. single oase, it conses at onoe to be soientifieally 
valid. Such a law oeasl's to be of any use to the practical man, who is thrown back 
on purely empirioal methods of inquiry. It may, of course, be found that no general 
la~ ~all be laid down, and that the subject must be studied in an entirely empirical 
£asluon. 

The problem may, I think, be conveniently considered in two stages, which I venture 
to distinguish 8S inoidence proper and "epercu8sion. 

I.-A tax is levied on a person in respect of his property. The term property must 
be held t() covel' not only material property but services or labour. If the ttlx is levied 
on a temporary owner (e.g., an occupier) or on a oonsumer, it is obvious that, dUl'ing 
the temporary ownerslnp, the burden will remain on the occupier, or, in respect of his 

• I haro gone inlo this l),u"liolilDore fulll in a 'l'emorandum OD the Poor Law in aDswer to questiou 15. 

Ee3 



222 ROYAL qomussION ON I.oeAL TA~ATION: 

store of the particular commodity on which he has had to pay the tax,. on the 
consumer . 
. At the end of the temporary ownership or lease, the property vests again in the 

superior owner burdened with the liability of a tax, and ita value is diminished to a 
corresponding' extent. This condition must continue till a new contract is concluded. 

Similarly the consumer, when he has finished his store of the taxed commodity is free 
from liability till he decides to purchase again. The burden themfore, for the moment, 
at all events, must rest on the owner. The owner in this case will, I apprehend, include 
ali who have stocks of the manufactured ·commodity, as well as those who own 
the component labour and material, which the entrepreneur combines for tile purpose of 
production. The entrepreneur, of course, is in a sense a consumer, and at the 
conclusion of cnrrent operations. he may desist from further opemtions. Ultimately, 
therefore, the burden, till the occupier or consumer decides to purchll-se agaln, must sink 
down to a bed rock of owne1'l!hip where it cannot be further subdivided. This being so, 
I fmbmit that, prima jam .. , the incidence of taxation is on the owner .. Tllis, of course, 
is a, very small part of the general problem, but up to this point the analysis 
seems to show that the first· effect of a tax is to increase the cost of production as 
against the producers of the object of taxation. In ()ther words a' barrier has been 
imposed, in the shape of a tax, between the owner of the object taxed and the mark~t 
for his commodity. '. . 

We now direct our attention to what happens when the consumer decides (as, of 
course, in most cases he will decide) to purchase all'ain, the tax notwithstanding. 

II.-Here the problem assumes a larger aspect, and ceases to be one of taxation .. 
Our inquiry now will be: What is the effect on Price of an incroase of the Cost of 
Production? Will the owner (i.e., the constituent owners) l)ear the burden, or will 
the purchaser or subsequent owoer assume the burden by paying a higher price? 

The answer may be indicated at once. An increase in the cost of production, 
Whether it be caused by taxation, or any other cause, will not of necessity cause a rise 
of price .. If an increased cost 'of production obliges a mine owner to spend 30s. 
instead of 15s. in raising a sovereign weight of gold, that particuiar sovereign does not 
become worth 308. The additional cost of p:oodnction does not pass into price, but remains 
on the mine owner, in so far as he does not shift the burden downwards to those I have 
termed the C'onstituent owners, i.e., the owners of the lr;bourand m~terial employed in 
the. mine. Similarly, a tax put on English-grown wheat would not, under existinO' 
conditions, affect the price of wheat, except in an infinitesimal manner. The price of 
wheat is regulated by the· relation of demand and supply, and any shrinkage in the 
supply of English wheat would be readily made up by increased supply from abroad. 
This last illustration. with the above comment thereon, indicates the rule. ' Changes in 
the Cost of Productiou will influence Price only in so far as they alter the relation of 
Demand to Supply. There is nothing in the nature of 1J0stof Production, or of taxation 
as ·an element in cost of production, to oblige a purchaser to pay an increased price. 
This aspect of the question is illustrated by the instances given above. If snpply 
is not thereby restricted, or if demand is not thereby increased, an increase ill the cost 
of production will not raise price. 

In most cases, however, a restriction of supply does follow an increase of the cost of 
production, and for obvious reasons. An increased cost of production is an additional 
impediment placed between the producer and his market, and, unless the purchaser or 
consumer can draw his necessary supply from a source not affected by the tax or 
other increase in tho cost of production, he must, in order to insure a regular supplv, 
give ·a sufficient price to make it. worth while for the producer to continue his 
enterprise. Obviously the supply of such things as land and labour is not so readily 
rest.ricted as the supply of manufactured commodities. The application of the rule 
here sug?este~ as it affects di~erent forms of value "ill be more easily understood by 
the conslderatlOn of a few typICal cases., 

Let us take first what appeari! to be the .least complex case, a rate or tax on 
itgriculturalland. ' , 

Authoritie.s seem to be more or less unanimous in holding t.hat a tax on the occupier 
'is transferred back to the owner at the expiration of existing contracts. . 

In passin.g, it may be remarked that the occupier. cannot s~ift the.li~bility of paying 
and collectmg the tax, or the burdensome exertlOn lDvolvedm ., shlftmg." A certain 
burden, therefore, will stick. This does not appear to me to be any exception to the 
rule "1'he levy on the occupier is R<Jonfiscation of ,his time and his credit, and, although 

. the' pecuniary burden may be shifted to the landlord, the occupier's ownership of his own 
time and credit is affected by the new liability thrQwn on him. 
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Let ·us pass on, and suppose that at the end of a lease, a farm is put on the market. 
Ob"iously it is stricken withsteriIity to the extent of the new tax, and, unless some 
restriction of. supply or additional demand has supervened, a tenant will only pay for 
the farm on the same basis as in former year!!, i.e., he will only pay the same sum for 
free occupation as before. Part of that payment will now go to the tax collector, 
leaving a diminished amount for the landowner. 

We are here considering the first stage of the inquiry, lIamely: What shifting (if 
any) can the owner make to .other subsidiary OWners (if such there be) of the 
burden? In so far as a person popularly known as "the owner" can do this, he is 
really iii the position of an occupier or entrep?·eneur. . 

Now, an English landlord is not a mere rent charger, he is in a sense an entl·eprenelw. 
B;e has to pub on the market a farm with its full complement of buildings and labourers' 
cottages, and he is' responsible for the making and up-keep of certain permanent 
improvements. He is, in fact, an occupier in respect of a great deal of labour and 
material. The ability of the landlord to purchase the labour and material incidental 
to his share in the agricultural partnership constituteR the demand for that material 
and labour, and in fact is one of the elements which confer value on tbem. 
It will appear, moreover, t4at material can, as a rule. be analysed and resolved into 
more simple constituent elements, on each occasion bringing in a wider circle of 
the owners of labour to share in the burden. 

If a landlord's'receipts- from his tenant dip1inish. he has no option; he cannot .buy 
so much labour and materi!ij .. Many persons, it is true, pUl'chase and manage land 
regarding it as a luxury conferring social position, and not as part of the raw material 
of the agricultural industry. Still, the willingness of rich men to act in this way must 
be more or less proportionate to tbe revenue bearing character of the investment. 
Increasing burden will impair the ability of even the richest. 

J n this way, through the restricted ability of "the landlord to spend, some of the 
loss percolates downwards, and rests, momentarily at all events, on those whom I have 
termp.d the constitul'nt owners. , 

We next come to what is, perhaps, the mpst important aspect of the question, 
viz., the ?·el'c'rwH.~ion of taxation against those who subnequently acquire ownership 
in the various properties concerned; in other words, what alDount of the burdeu 
can these constituent owners, on whom in the first instance the deLriment must 
rest., throw back on the consumer? . . 

I have argued above that, in ,respect of the labour and material expended on the 
up-keep of his farms, the lanillord is a consumer or occupier. The farmer again is 
occupier or consumer. in respect of the labour ile employs, and the land which herures. 
He is owner in respect of his own services and skill. The labourer is owner of II 

property whioh, though it mllY be turned to other purposes, cannot be resolved into 
simpler constituentd. The consumer (i.e., the ~eneral public), who ultimately assumes 
ownership of the products of agriculture, has 8S yet no interest. Our problem is, on 
what terms will be assume an interest, and what is the result to the other factors ill the 
long series of exchanges. 

It appears to me that in this, as well as in other cases,. the various parties will take 
?etriment from taxation in proportion to tbe permanence aud necessity of their 
mtercst as owners. 

Let Ud take first the cuse of the labourer, whicb, on a superficial view of the facts, 
might be made to appear an excepti'.ln. EJ! hypothesi, in respect of the fact that his 
interest is inalienable, he might be expected. to Buffer most from the rise of rates 
and agricultural depression; but in view of the undoubted rise of agricultural 
wages, and the fall in the price of necessaries, bis position is clearly better than it 
was, though that does not proye that he has not been the greatest loser. If his 
condition is now better than it was, thl're must have been, fl"fJm otit"'I" caU8es, more than 
an equivall'nt compensation. '1'hat this is so can, I think, be easily shown. 

l'rom a variety of causes, in tel" aria inereasillO" taxatiou. "he cost of production 
has been raised against the landlord aud the f~'mcr relatively to the prices to be 
obtained for their product. This bas brought about a weaker demand for agricultural 
labour. lioHily, however, the labourer has been able to evade the depression 
which would have forced him to accept lower wao-es. He has carried his services to 
other markets, and in this way has decreased the ':.upply of a~icultural labour to an 
l'xtent more than proportionate to the decreaseil demand. The injury done to him is 
not, of course, cancelled. A market for his lElbour, wrucb. wonld have given him 
hflalthy and agreeable employment, is destroyed. His employer has been unable to give 
him the wages which would keep bim from migrating to the town, The town, therefore, 
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buys his services at lower wages than it would otherwise be obliged to offer, anu lower 
wages all round is the result. W if, may sum the ma~te~ up: the labour~r, .tho?gh he 
cannot contract himself out of loss caused by a depreCIation of labour, "hIS mahenable. 
property," is not bound to 0!le form of labour, is not,. in fa~t, adacrip,tus gleb{f!. ¥e 
migrates to fields of enterpnse where the raw matenal of Industry IS less heavily 
burdened. Thus, though not escaping detriment, the labourer leaves the more tangible 
share of the burden to be borne ·by the landlord, the farmer, and, if he can be made 
to undergo the yoke, the consumer.. .. . 

The landlord being unable to decrease hIS cost of productIOn by glvmg lower wages 
to the labourer, and unable to get a. higher rent from the farmer, inevitabiy is obliged 
to put a worse article on the market. Repairs aud improvements will be leRs 
liberally done, and inferior land may even go out of cultivation. In other words, 
there will be a deterioration or restriction of supply. The farmer, if he is to continue 
farmer, cannot go elsewhere, and he will therefore obtain an inferior instrument in 
exchange for his rent. This loss, in so far as the landlord can communicate it to the 
tenant, the tenant, in all probability, cannot pass on to the consumer who purchases 
from him. The grain dealer and the consumer generally can obtain their supply 
elsewhere.: The tax has brought about no change in the relation of demand and supply, 
and there will be no change of price. 

The detriment of taxation on agricultural land would thus appear to be shut 01I from 
the general public and confined to the agricultural interest. 

To sum the matter up, comparatively little of the burden, I apprehend, is recovered 
in increased price from the consumer. The result has been a great shrinkage in 
the value of agricultural land, an exodus, still going on, of owners of land, their place 
being taken by a class which buys land as a luxury and a means of acquiring social 
position, and which often pays the charges and necessary improvements out of income 
derived from personal property. The exodus of the labourer has already been 
mentioned. The farmer or occupier has been probably less affected by agricultural 
depression than the landowner. His ownership in the agricultural interest is more 
temporary and fugitive. Hia capital as a rule is more easily withdrawn, and 
he is, therefore, better able to shake off the burden. If the farmer is not lJOW 
making the normal profits of industry, a matter on which I 'do not feel competent 
to form an opinion, there can be no doubt that rents must submit to a further 
reduction. If this has not already happened, it must tci some extent be ascribed 
to the fact that farming and landowning are much influenced by personal and 
semi-feudal considerations which tend to remove them from the cognisance of economic 
speculation. 

The 1'ep(J'J'cu8Sio1b which, if We are correct, is not able to throw an increased burden 
on the consumer, recoils on the agricultural interest, but its force is by no means spent, 
for of course the impoverishment of the agricultural interest reacts on every other 
interest. If the productive efforts of any class are struck with an artificial sterility, we 
know that, such is the sensitive character of thl11o.ws which govern exchange, decreased 
production in one place means' decreased production in another. Deduction made 
for the purposes of taxation from the produce put on the free market means deduction 
from the dividend which gO!!!! to each producer. It is therefore difficult to limit the 
range of an inquiry into the incidence of taxation. The valuation of a tax in terms of 
money, and an indication of the persons who pay to the exchequer, tell us very little. 
We have to realise that, in taking what appears to be A's supply, we are also operating 
on the demand which enables B to live by his industry. We must trace the l'esult as 
it manifests itself, sometimes in higher prices, at others in depreciated values, and, 
finally, in a community impoverished by a diminished ability for Exchange. 

The amount of each man's demand or effective claim on the common market of 
industry is strictly limited by his power to produce supply. It is a superficial view to 
regard the consumer as merely the person who comes with money in his hand. 
That money is merely a counter representing his produce. If his productivity 
is decreased, his demand on other producers is likewise decreased, ·o.nd thus the whole 
market, and the dividend which each obtains from it, shrink. 

As Adam Smith long ago pointed out, every exchange gives a benefit to both parties. 
Exchange, therefore, not only lubricates the machinery of industry, but, by distributing 
profit on all sides as it goes, converts the inexhaustible latent powers of consumption 
mherent in human kind jnto effective demand. It is not only a conservation, hut a 
reduplicating source of in.dustrie.l energy. Values subtracted by the hand of the tax 
collector from this living and vibrating organism are a withdrawal of vital energy, and 
act [;IS an impediment to the expansion of effective demand. To vary the metaphor, 
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the imposition of taxes and the subsequent inquiry as to their incidence is like putting 
a bagful of Band into a ,complicated piece of machinery and then pausing to 
'Wonder on which wheel of, the machine the friction and strain will press most 
heavily. The expression, the" shifting" of taxation, which has obtained conside~ble 
cUITency, it may here be remarked in passing, is not altogether an appropnate 
metaphor. The interdependt'nce and mutuality of industrial life is so close and 
penetrating that it is impossible to say that a burden imposed on one member 
can be .. shifted" or cancelled. If the language of metaphor must be employed, the 
operation will be more correctly described as the communication of a certain contagion 
of infertility throughout the whole industrial membership. 

These considerations,which seem to warrant a belief that the diffusion of the burdAn 
of taxation is very general and far-reaching, have been introduced in the discussion of 
one illustration, but they are equally relevant to the whole question of taxation. 

We may consider next the case of taxation of commodities. 
The proposition which I am endeavourin~ to establish is that all taxation falls, in the 

first instance, on the owners of the obJect of taxation, and that their power of 
transmitting the burden to purchasers or consumers will depend on the extent 
to·which the taxation aHects the relation between demand and supply. 

We saw, in regard to agricultural land, that the burden of taxation showed a 
tendency to settle on the fixed capitals, B.g., land and labour; that the occupier, as 
owner of a capital free to seek other employment, or, in the last resort, to be hoarded 
or spent, could (as far as the question is governed by economic considerations) shift the 
burden down to constituent owners; and that, though part of the burden was returned 
to him in the shape of a restricted or deteriorated supply, he could not pass the whole 
of this forward again to consumers who were free to buy in the foreign market. 

Precisely the same rule seems to me to govern the case of taxes on what are called 
commodities. The consumer will not pay a farthing more for his supply because 
of a tax or any other increased cost of production. He will and must pay more, 
however, if the increased cost of bringing into the market, being laid on all 
supply, tended, as undoubtedly it would, to restrict supply. The cntrep1'eneur 
in this case is much more independent than the farmer. Exoept as regards existing 
stocks, his capital is comparatively free. He will not habitually take steps to 
replenish the market unless the consumer will pay him such a price as will give him 
the normal profits of trade. 

The instantaneousness and apparent completeness of the 1'ep81'cusBion, in the case 
of commodities where the whole supply is affected by a tax, is very remarkable. It 
contrasts forcibly with the more lethargic movement of repe1'clusion when operating 

~mong the encumbered tenures of real property. 
, Taxation is a burden from which everyone tries to run. The most temporary 

ownerships break loose first. Circulating capital and labour--the last a permanent, 
but convertible 'form of property-go elsewhere. Land, on the other hand, is less 
mobile, it does not easily lend itself to other uses, while the cumbrous nature of 
land transfer and other causes make land sales infrequent. Thus the opportunities 
for a rapid diffusion are not so numerous. In the case of commodities, the restriction 
of supply, or even the prospect of it, instantaneously carries the whole burden of a 
tax and places it on the consumer. There is probably some detriment occasioned to 
the producers, but the tax appears to attain its maximum effect on the consumer. A 
further diffusion of the burden is brought about by the fact that the demand of 
the consumer, being elastic in its nature, has been stretched in one direction in order 
to cover the extra cost of the taxed commodity, and contracted in another direction, 
diminishing his effective demand for all other commodities. To take an instance: 
if the British public has to purchase what it considers its necessary supply of spirits 
under a tax of several hundred per cent. ad '/Iala-rem, it stands to reason that its 
purchasing power elsewhere is proportionately contracted. , 

Effective demand, it may be pointed out, is really a power of purchnse which the 
con~umer distributes at ~is fancy. The ,:omplaint is eom~times made against the spirit 
duties that they are an lmpost, out of whlCh many men wIll contract themRelves. 'fhis 
is true of all taxes on luxury. The restricted supply consequent on a tax may, in the 
case of commodities not of absolute necessity, be met by a weaker demand. It 
follows, therefore, that the incidence of a tax on necessaries will more certainly exercise 
an effect on consumers than a tax on superfluities. Out of this last many persons 
will contraot themselves, leaving a larger share of the burden on the producers. It 
is this consideration which, after a certain point is reached, renders a tax on luxuries 
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unproductive. and obliges a .country. wh~re public expenditure and. de'Qt ~re ~~crEl~~g, 
'to, contiDue impolitic taxes,on ra~ material (e.g .•. agrlCulturalla~d) •. a~,d OIl, nec~ssarleB 
(e.g •• houses. tea. coffee, &c.). Thus. the heaViest bur~en of ~ncid6'llCll P?'ope'!' ~e,ems 
to attach itself to the owners of labour, and the heaViest burden of rep/j'I'CU88Wn to 
those whose demand power is more. or l.ess fully exhausted in the. purchase of ne~essaries. 
i.e. the poor. This seems the; lneVitable' result. levy taxation how we will. The 
bu;den of a tax in this connexion is not to be identified with a mere specific payment 
of money. It, is rather a general economic result manifesting itself sometimes in the 
necessity of paying a higher price. or of selling a smaller amount of produce. 
sometimes in the necessity of foregoing a luxury and submitting to a stinted use of 
ordinary articles of consumption; and sometimes in pxperiencing a ~hrinkage in the value 
of property owned. The sum of these various manifes~tions .is a di.minished ability 
to exchange. widely diffused throughout the whole of an mdustnal society. 

The foregoing remarks may now be applied to the intermediate case of urban rates. 
/::lome writers on the subject appeal' to find. a difficulty in. the fact that rising 

rates and rising rents sometimes go together. J~. as is alleged. the burden of the rate 
leads as a principal effect to a deprEl(,liation 9f the owner's property. an increasing 
rate ought to be accompanied by a falling rent .. The argument is obviously fallacious. 
Rent depends on demand and supply. and there are many other thingS besides taxatipn 
which cause the relation between these to vary. It remains that demand, in the 
case of supply which cannot be drawn from an area outside the range of taxation. has 
to meet both rent and taxes before ,it can enter into possession. Rent plus taxes is the 
rack price that demand. is able to, give for possession, and it seems to be immaterial, 
whether this is paid toone or to more persons. If rates are higher, rent must he less. 
Conversely. if an area could be made sanctuary against rates. obviously the owners of 
land and houses so situated, would receive a higher rent than could be obtained in 
a contiguous and similar area liable to rates. .. . .. . 

The important point for consideration. therefore. here. as in . the other cases, is the 
rlpe~'cua8ion which beging to act when the tax ha~, in, the first instance, settled doWIl to 
the constituent owners. . , 

To what el[tent and how. will thisrepe'rcu8~ion affect the relation of demand and 
supply? It was pointed out that even the agricultural landlord was not a mere rent 
charger. but an ent?yp?'eneur providing a manufactured commodity; the remark 
applies with even greater fOl'ceto the urban landlord. I apprehend that what'happens 
is somewhat as follows: We may take the case of the landlord of artisans'dwellings. 
who pays his tenants' rates under a discount as permitted by tho compounding Acts. 
To my own knowledge landlords of this class of property have occasionally demanded 
a higher rent on the expressed 'f"lea that rates had risen. Their success, as far as my 
information goes. was varied. Those who did obtain an increase of rent only did so 
because, quite apart from taxation. the state of the market warranted it. Theywould 
have obtained the increase if they had pressed for it, even if no additional. tax had 
been imposed. Those? _ on .the ,other .~and, W!lO did nO.t. lI"et a higher reht. Jailed 
because the market did. not warrant ,It. Those who did ·not ask. or who, askmg, 
failed to obtain an lDcreaseof ·rent. in all probability recouped their loss to some 
extent in other ways. .Thus they were' of. course less ready to repair their houses, or, 
if they built new houses. they built inferior houses. or possibly tbey went out of thll 
business. and built 011 caused to be built no niore houses at all. There, is' only ·one 
market for capital arid enterprise. and, if the business of house-building is to go on; it 
must giv,e the norp:ml rat,e of. profit to those engag:ed in it .. The pr?ducer may evade 
the loss Involved.lD tbe lDcreased cost of productIOn (1) by chargmg more for the 
same house (i.e., by a keener higgle). (2) by limiting supply till increased demand ra,ises 
the price. or (3) by :estrioting repairs,. or bui~ding ~n i;nferior house. he ,.may obtain 
the same rent for hIS now reduced outlay. I am lDchned to believe that successful 
resort is had to all these three expedieI\ts. more particularly the two last. alld further 
that the unsatisfactory' condition of tlie dwellings of. the. poor is in part due to an 
excessive burden of taxation; . I amcorifil'med in this opinion. by observing that peTl!OllS 
~and I ~~ve known sev~ral) who', from phil~thropic motives. hav~ made experiments 
1U OWUlng and managmg property of thiS class, mrely succeed lD earning anything 
approaching a commercial profit., Further,the great ,artisan dwellings companies, 
a,lthough they pay a steady 5. pe~ c~nt.! do not, earn what may b~ called the norma} 
profits of trade .. They supply a hmlted number of excellent dwellmgs, but the great 
JDajority of,' the poorer ~litss, ,are accommodated in dwellings built, and, owned by 
tra~esmen. who expect to ge~ the normal rate of profit. Various causes, ap. tending 
to l1lcreased" cost. of productIon., and among them by. no means ,the. ,least un,po.rtant 



himvyA:lI.xation, have proved most, injurious to' ~s. industry. "The MUlIe-jobber hIlS an 
evil reputation, but he is very much what circumstances have made him. I blilie,'veit 
to be almost iDipossible for an 'OWller, of. this' class in a heavily rated urban distriat to 
put a'really good house on the market and, at the same time, to' retain, what he is 
entitled to retain, a normal commercial profit. The price which the lower grade of 
labourer is able to offer is not sufficient to enable the purveyor of working elass 
dwellings to pay rates to the extent of some 25 or 30 per cent. of their yearly value, 
and, at the same time, give a good article. Yet the workman's ability to pay rent is 
stretched to the utmost extent: The rent of the London labouring class absorbs 
probably not leBs thana quarter of their income. The consequence is that. the relation 
between tradesman· and customer seems in the matter of houses of this class to be 
entirely reversed. In other industries we find a.n enterprising tradesman eager to 
attract custom by offering the best possible value. Here there is nothing of the kind, 
and the trade is assimilated to that .of the lower class of lIsury .. The risks and the 
conditions are such as to repel the enterprise .of the better class of tradesman, and 
their place is not adequately filled by the semi-philanthropic house builder. 

It will be said that some of these unfortunate consequences would be avoided if 
the incidence of rates could be in some way confined to the ground landlord. The 
answer to this appears to me to be that .the ground landlord's interest has been taxed 
when he made his contract with the leaseholder. If his contract a.bsolved him from 
-liability for rates, he obviously received a smaller rent than if he had agreed to pay 
rates. To deprive him of the benefit of this contract is not a permanent shifting ofa 
burden, but merely an arbitrary revision of an existing contract, and, as I have pointed 
out.above, to a large extent it would be a confiscation of th'e property of the poor. 

If the tax is confined to old leases renewed and to new leases created, the bargain 
between landlord and tenant will obviously take into account the. fact that one of the 
parties is, by agreement or statute, required to pay the rates. The intending occupier, 
as at present, will pay the rack price, and it appears to be immaterial whether he pays 
this in one sum under the name of rent, or, as at present, in two sums under the separate 
headings of rent and rates. In every. conceivable case, aaitappears to me, the incidence 
sooner or later wilJ fall on the owner. The owner's power to evade the loss by driving 
a harder bargain, or by putting an inferior article on the market is a separate question. 
The objection, as I understand it, to placing the first incidence of the rate on the owner, 
on whom, both prospectively at the beginning of the lease and ultimately lOt the end of 
the lease, tho whole burdon tends to fall, is (1) that the rate is expended by the occupier 
vot£', (2) the change would revolutionise and throw into disorder the custom and 
practioe of· one of the most important industries of the country. Unless it is accompanied 
by a remission of taxation, no one would be a jot the better for it . 
. The high annual price (i.e., rent plus rates) paid for urban dwellings is due to the 

concentration of demand on a limIted and inferior supply. If, contracts notwith
standing, the property of the ground landlord is taken and applied to the relief of the 
occupier for the time being, it is a gift to that occupier, but not to the occupying class 
generally. The only circumstance that can give relief to the occupying class, both 
preRont and future (a class whose demand will probably increase rather than diminish), 
lS an increase or improvement of supply. That a remission of ·taxation would, to 
Borne eitent, affect this, there can be no doubt. The first effect would be to incmase 
the valne and the profits of house-property and bUilding land, the next would be that 
building land and new houses would be pressed into the market to share in the profit 
rel(lased by the remission of taxation. At the present time, ill view of the increasing 
facilities of locomotjon, tharll is a considerable amount of building land which a 
fr.vourable turn 01' the market would at once bring into use. Having regard, however, 
to the enthusiasm with which the public urges on expenditure by public bodies, it is, 
I fear, idle to talk of remission. Ohviously, a country cannot enjoy the advantages of 
free trade when its public expenditure and indebtedness is increasing by leaps and 
bounds. The questIon of t,he housing of the working classes seems to me to be 
suffering from exactJy the same mistaken fiscal policy which affected their food supply 
before the repeal of the corn laws. A total remission of taxation on the raw material 
of shelter, 1\ prime necessity of life, would, for the first time in the history of this 
country. allow the house-supply industry to be organised under healthy conditions. 
The result (altogether unattainable, I fear, in the present temper of the times) would 
be an abundam and improving supply, closdy waiting on, but never overtaken by 
demand, 1\ gradually diminishing price, and to al! industrially concerned the normal 
rate of,reward. 
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The inoidence of a rate on trade premises does not appear to me to differ from that 
on houses. 

A part of it will probably co~e back in one form .or another from th~ .owner ~o the 
first consumer, i.e, the occupIer, and, of course, mcreases of rate arisIng dunng a 
tenancy will, for the time being, rest on the occupier. 

The question then is, can an occupier for trading purpoHes, throw forward a part of 
the burden on his cu~tomers ? As in the cases already considered, this appears to me 
to depend on whether the demand is sufficiently elastic not to be deterred by the 
increased price which the highly-rated tradesmen will undouhtedly be inclined to ask. 
To take an instance, the reason that a Bond Street shopkeeper probably charges more 
than a tradesman in an unfashionable neighbourhood is not because his rent and taxes 
are high, but because a demand of a very special character, the demand of the fashionable 
world, concentrates itself on the articles to be sold in Bond Street shops. There is a 
point, however, at which customers will be deterred and driven to meaner streets; they 
are free, so to speak, to buy abroad. The tradesman is already getting the full or 
"rack" price for articles brought into that particular market. He has already put his 
priceD as high as he 'thinks prudent, having regard to the character of his cZitm,ttJle. 
There is no reaSOll why a Bond Street shop should not convert itself into a cheap store 
and endeavour, by mUltiplicity of customers, to obtain a better profit than is to be 
obtained by larger profits, and a smaller and more select class of customers. A 
tradesman's rent and taxes have no effect whatsoever on his customers' demand, but 
the nature and extent of his customers' demand make it possibl.3 for him and worth his 
while to pay high rates and rent. 

A general rise of raws would increase the number of bankruptcies among the weaker 
traders, ,and cause some prudent and solvent traders to withdraw, and thus, by 
diminishing supply, would bring round an increase of price to the purchaser, and so on, 
through the whole series of exchanges which we have already considered. This, 
however, as already remarked, is a separate questiun. 

Death D'uties are a tax on the inevitable transfer of property which takes place on the 
death of its (Jwner. Their imposition, though certain to occur once on all owners of 
property, is extremely uncertain, both as regards the property affected, the persons 
inheriting, and the time at which they become payable. 

To the testator they present themselves as an optional tax which he may entirely 
evade. On the other hand, if he so chooses, he may insure his heirs against loss by 
burdening himself with saving or insurance. Such a course will naturally diminish 
his effective demand for other things, and the incidence will be diffused hither and 
thither as in other cases. If the initial burden is left to fallon the inheritor, it 
becomes payable, in many cases, at a vcry inconvenient time, when the family income 
has perhaps been suddenly and largely reduced, and being levied progressively in respect 
of the wealth of its late owner, it often bears hardly on its present owner. Its incidence 
also will be very unequal as between realty and personalty. An inheritor of personalty 
finds it comparatively simple to sell a fraction of his inheri tance, but the heir to realty 
very often finds it impossible to sell a portion without destroying the value of the 
remainder. He is obliged, then, to make large economies which often press hardly, 
not only on him, but on those who are dependent on him. There is nothing in the 
oase of death duties to prevent the same wide diffusion of the burden whic,h appears 
to me characteristic of all taxation. 

V.-TAXATION FOR LOCAL AND IMPERIAL PURPOSES. 

Revenue to meet expenditure which only concerns the locality should be raised locally. 
The only justification for any departure from this is to be found in those local servicos 
which can be more efficiently performed by Imperial administration. There are grave 
and obvious objections to local bodies administering Imperial funds, but there does not 
seem to me to be the same objection to a body of experts responsible to a central 
authority spending funds raised locally. [For an instance, see answer to Question 15.] 

It has been suggested, that local expenditure is in part onerous, and in part beneficial 
to the ratepayers, and that onerous expenditure is better entitled on equitable grounds 
to Imperial subvention. I do not think that the question of equity should prevail 
against considerations of administration. For instance, if I am correct in arguinO' that 
the divided financial responsibility with regard to the poor law has deteri~rated 
administration, I do 11.ot think the argument as to its onerous character should prevail. 
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On the other hand, if a transference of administrative as well as financial responsibility 
is practicable, tho argument based on the suggested distinction would, no doubl, give 
additional support to Buch II policy. . 

With reference to the term "boneficial" rate, I do not think that a consistent free 
trader can admit that any taxation is beneficial. The mere withdrawal of any service 
from the economisin~ and improving influence of the open market is a misfortune. In 
this caSA science will support the popular feeling that a heavy rate is an onerous rate. 
There are some misfortunes whioh are ioseparable from aSHociated life, and the necessity 
of rating is one of them. Nor do I think that the distinction between onerous and 
benefioial can be sustained. The poor rate, whi!l;h will probably be named as one of 
the most obvious instances of an onerous tax, is, cJr is intended to be, a ben!lficial tax 
(1) to the pauper; (2) to the relatives and others morally liable for the support of the 
particular poor person; (3) to the general community, which thus relieves itself of the 
duty of caring for the poor, a duty which, properly performed, is just as solid a source 
of satisfaction or benafit as a well contrived system of sewers. 

On the other hand, a main sewer rate might fairly be cited as a beneficial rate. Yet 
an oooupier living in a jerry-built house, with a leaky house drain-a condition of 
things which he rightly or WTongly attributes to the fact that he and bis landlord 
between them have to pay a rate of about 30 per cent. ad valorem on yearly value of 
his house-may be excused, if he is sceptical about thE.' beneficial nature of the impost. 

A knowledge of the evils of the old poor law, and the warning which it affords, has 
made the educated philant,hropist disposed to be careful about extensions of the poor 
law; but there is still a mass of uninstructed opinion which, on every opportU1lity 
offered, vaWs with the utmost enthusiasm for increased expenditure in this direction. 
The number of persons who belie·ve that taxation is beneficial is, of course, much larger 
when their opinion is asked about the education rate, another so-called onerous rate. 
A considerable section of the rate·paying public, not only those who make personal 
use of the education provided at the public charge, but those who merely pay the rate, 
regaros the school rate as a benefit. 

Generally, I submit, the distinction drawn between what is ORerous and what is 
beneficial, must always turn on matters of opinion, and should not weigh in the decision 
against the much more important consideration of administration. 

VI.-OCCUPIER AND OWNElt. 

A division of rates between occupier and owner would, I think, be an advantage, 
for whatever the truth be as to incidence, the plain ratepayer is influenced largely by 
the actual payment. Tho system, also, is equitable as regards a decreasing or increasing 
rate. The policy, of course, should apply to future contracts only, and should include 
a direct a.nd separate representation of the owner, jroportionate to the share of the 
rate paid by him. Without this safeguard it woul be a great injustice. At present 
the i~terests of economy are, to some slight extent, protected by the fact that. whatever 
the real incidence may be, the actual ratepayer feels the first weight of the rate. If 
half, or any other large fraction of the rate, is nominally shifted to the owner while 
tho financial control remains with the occupier, the very slight protection now given by 

.. the" vigilance" of the ratepayer would become more and more inoperative. 

VII.-TBE POOR LAw AND CENTRAL ADMINISTRATION. 

I avail myself of the general character of Question 15 to append a note on certain 
financial and administrative aspects of the poor law. 

I have argued above that relief of local taxation, brought about by transference of 
whole or part of the burden to the Imperial Exchequer, ought to be accompanied by 
safeguards, which, if they do not improve administration, should at least prevent the 
relief so given becoming an incitement to extravagance. 

This cauti~n seems to be p.~ticul~ly necessary with reg.ard to the. poor law; for in 
respect of thIS branch of admml.Stration I must demur to SIr E. HamIlton's contention 
t~at econom1 is ~e most popular platform on which a candidate can take his stand (88~ 
SIr E. HamIlton s Memorandum, ~. 52). "Economy and Efficiency" is, of course, a 
sto?k phrase used by every c~dldate for every k~nd of election, but a line of policy 
whICh really tends to economy lD poor law matters l.Snot popular. A large section of 
the electors do not pay their rates direct, and a still largel' section regards the poor 
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rate: u,Sa ch~ri~able fund, and profusion: in relief a merit. . It is quite true that poor 
law llIectlons, in many cases, turn on matters which have absolutely nothing to do with 
the poor. law. It i~ true, also, ~hat in absence of ~nyorgilnised agitation, u, strict and 
etJonomicill. administration, once established, is contentedly accepted ·by thel population, 
u,iIdthat s6veralbbardS seriously devoted to an aqministration of this character have 
been allowed to continue in' office for periods of a quu,rter of aoentury •. The fact 
confirms the· vil'w oftnose who maintain tnata strict administration does bot produce 
any intolerable hardship;bufdoes not prove that such an u,dministru,tion is popular, in 
the sense that a poor .law electorate will deliberately prefe!' it tu a policy of profusion. 

~hese admissions notwithstanding, it is perfectly cortain thu,t u, strictu,dministration 
has no ehancElagai;nst fLO organised agitation in favour of a profuso . system, and in 
elections which turn, not. on gelleral ·politics,but on poor]aw' policy, promises of 
profusion are more likely to enrry II candidate than promises of ·economy . 
. With regard to the poor law, this is nothing new. If space permitted, it might be 

shown ho,)" fr.om the days of Elizabeth onwards, every' single local authority entrusted 
with'\he administration of tlie poor law, has ·sllccumbed. more 01' less, to this prevalent 
motiv~, ·andthat eveh tM authorities whose· aid wal>, at different. crises, invoked to 
check abUses (e.g., vestrie~ and magistrates), in their turn fell victims to the passiou 
for Ia'vish expf)ndit~re. It .waS: their recognition of this tendency, resulting in the 
utter incompetence'Of .local ·bodies, as far as the ponr law is concerned, which induced 
the Royal Commissioners of 1832-4 to in~ist upon the appointment of a non-elective 
central board of conta-oLThe legislation of .1834 introduced a dual administrative 
responsibility, repreSented by the control of what is now the Local Government Board, 
and further! emphasised by the fact that the principal union officers are the servants, 
not of the union, but of the central authority. To this dual administrative responsibility 
there has been added, from time to time, a divided financial responsibility. This has 
been effected by it system of subventions- paid to the local authorities from the Imperial 
Excheque~ . 

The question to which :r desire to' graw attention is the effect of such grants, from 
whatever sourc~ they come, upon an administration liable to· this excessive desire to 
spend. .... . 

The Metropolitan Common POOl' Fund, which dates ~rom 1867, affords a better 
object lesson than the county contributions settled by the Local Government Act of 
1888, which have been, comparatively, a short time in operation. The common poor 
fund is raised by a rate over aU London, anq not by a tax on the whole kingdom, but 
its effect" I apprehend, w,ill,not be different. CritiCIsm which touches a local common 
fund will, apply a fortiori to an Imperial common fund . 
. The object -of the fund was, presumably, t'Yofold, (1) an equalisation of rates over 

London, (2) an improvement of administration oil the lines laid down by the report 
of 1834. The following. charges are payable out of the common poor fund to the 
relief of the loc\11 unions :-Maintenance of lunatics in asylums, fever and small-pox: 
patients in special hospitals, .pauper children in· separate schools and boarded out 
orphan and deserted children, casual paupers, expenses of medical relief, salariestand 
.rations ·of officers, and al). allowance of 5a. pel' diem for ·adult indoor paupers. 
Practically, th.e whole current expense of institutional ad ministration, and all but a 
small fraction of the institutional relief, falls on the' common fund. Outdoor relief 
only is left entirely on the local rate. By the 43rd section of· the Local Government 
Act of 1888, the London County Council pays from the Exchequer Contribution Account 
an additional sum of 4a. per diem for indoor paupers. This, however, is paid on the 
average num ber.of indoor paupers for the l).ve years next before the passing of the Act. 
There are other sums payable from the same Boureti for lunatics, teachers' salaries, &c., 
but· as these items a.t'eaiready thrown· on the Metropolitan Common' Poor Fund, none 
of them can have much influence, one .way or another, on administration. 

The general. effect of these financial arrangements might have been expected to be 
that guardians would incline towards mstitutional methods of relief, of which practically 
the' wholll charge.was taken ·off the local rate. T.he initial spending part of the policy 
thus recommended by the Local Government-Board was easily learnt. A great impetus 
was given to increasing tbe costliness of the indoor establishments. Separate schools, 
infirmaries, and. better workhouse acoommodation have been, provided, and a large 
and adequately .paidstalf of officials, 'nurses, &q. hasb"1en engaged, with the usual 
arrangement fOf"inorements: of salary, '&c. - So; far .the purpose .of these financial 
arrangements has been fulfilled, and probably'more thanJulfilled... . -
L·An e::qJensivG series of;institutionsls no.t,. however. the whole of the policy pressed 

Oll the-looal administratiol).,.The .object Wid justification of ,!luch :institutions is that 
" j ~ 
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they shall be used as a test of destitution. Adequate, hUl:nane, iln~ appropriate forms 
of relief were to be placed at the disposal of a.!l., guarded only by the discipline 
necessary t<> make the lo~ of the pauper, on the :whole, less eligjble than that.of the 
independ«mt •. With the exception of some three or four unions, this side of the policy' 
has beeti entirely n .. glect.ed, and with a result which is not a. little curiou~. The 
exceptioual unions above ¥!entioned, whicll. havs\l.dopted the whole.policy of the Poor 
Law CommisBioncr~, ,and their recommend·ation of institutiona.! rlllief, have not bfjf1n 
influenced 'by these· finanCial' considerations. 'Tlle determining ~actor i.n the, mi)ld 'of 
those who are principally responsible Jms beouthe belief that on philanthropic groun4s 
the strict p~licy is best .. ~f, as,is sometimes allegerl.thEl' stric~ Ii'0licyhas bee~ ~riJat«:d 
by these brIbes 'to adllllntst,ratlOn, the effect would ha~e been more general. ,TheIr 
influence really hasbeeil in the opposite direction, A lavish administration of oiItdoor 
relief has been accom'panied by a' lavish administration of indoor relief' and such' a 
relaxation of'discipline that the nnmber' of" paupers who' prefer indoor reliel is'. in 
sbme unions, greater than that of those" who prefer outdoor relief." " , , 

This last proposition can, I thin!!:. bl! established with considerable certl\intf' ifhat 
London shows a larger propbrtion ',of indoor a~' compared with, outdoor"jlauperlsm 
than the rest of thecouut'ry isfi'ue,;btit thatt~i8·i8 the result of'pressure brought to 
bear hy the Guardians is,l believ~, a fallacious conClusion .. ',' :'. ' ,',',. 

In an article in the" Qontemp9rary'Rmjew," Dr: Hunter, lately Member for 
Aberdeen, divided the London unions into what he called outdoor and, indoor unions. 
This division he based on some 'statistical computation of the 'policy wllich actually 
provailed in such unions. Ainong his ~ndoor unions, appeared several whicli were well 
known to follow a profuse outdoor relief policy." This :fhiding' was, at £rst sight, 
very puzzling, but the' explanatioti is comparatively·simple. I was enabled tosEle a 
clas~ified list of the ~dinission ord,era by means~f wliich ay,pIicll;nts, fo,r :elief,obta~n~d 
admittance to the ,mdoar establishments of oile cfft'be Unions m' questIOn: The list 
covered ab?ut: 19 cons60!Itive' ~~eks,:and,:ir()minHil:rie~ .nia.a~,el~~where, I)eii~y'ej~at 
the facts disclosed a.re fauly' typl6al. ' .' , , . . " , I , , "", , 

During the period in questibh· 1\7QY'. 'admissions 'were recorded:,' Of,lle'se',mily 
162 went in on orders made by a relief, eommi~tee of 'the' board'; whether theyask~d 
fOI' outdoor relillfor not il! :!lot sMted,'bllt they.n'tayllult~, 'The· re~-'-'-1',605-' applied 
direct to, the relieving , officer 01' to the ' n;til~teI'; and', beea,me' indo'or patiper~ 'by- their 
own choice. The PI'a,oti()e of the ~lDio~ w ail ~ Bilcli.tha~ 'Persqns not homeless an4' not 
legally disql1alified would have had no ~ifficuJty iii, (lblainingoutooor r~lief' if,they 
had preflll'1'eii it. ,',' .'.' : '. , ., " , ,', I, " ", . 

, The rea.! rosuli(; :of. these common fund subv'el)t\one ~sthat 'a "costly and' aami,a'hIe 
instrUIDElnt of dispauperisation has ,be~n put .int9 the '"hands of bodies which do not 
or 'will not understand its use, ,'Fa.r frOID, being used as a means of dispauperisation, 
the 'London· ii:1dbo'r 'estnblishiuents, Ii~ they are generally managed; have helped to 
create the large aud' more or less homeless clas"s known as the ins and outs. The 
result has been wli.ste in every direetion, a costly machine wasted because not handled 
by persous who understand its use, its mjsapplication producing a new kood of 
pauperism; all, this tending to increase the drain on the common funds, while Hie 
local fund is left even mOl'S unproteoted than before, to be spent on a lavish outd09r 
relief policy. ' To speak metaphorically, the candle. of, extrllvagant expense has bllen 

" lighted at both endB.· " , 
While readily admitting that ,muoh of the ~ncrea~ed expens~ is legitimate, and only 

illegitimate when used for pauperising, arid not for dispall'perisillg purpQses, I think 
the following figures will appolll' somewhat startling. " . ' 

The total relief tG the poor in London WaB-
£' £ L 

.' 1871 - ' 1,646,103, '"" 10 1'3 per head, 
In 1861 832,155, equal to ,5 1l'2} 

" 1881 1,907,155,.. 9 11'9 . of population. 
" 1891 2,435,164,.. 11 ,6'7 

The cost of' in-maintenancE." h811 ri~en from ,275,4221. 'in 1861 to, 728,158/.iI\ 1891. 
while the decrease of the cost of outdoor relief has been iuconsiderable-208,674l. in 
1861 to 184,118/. in 1891. . Salaries have risen 93,460/. in 18bl to S08,1781. ill :t891. 
The county of Lancaster follows LondoJl. most closely in ebowing a ,reduction in ,its 
outdoor relief, but its expenditure does not ~how. lion increase in anything like the ~ame 
extent. Administration in Lancashire has not been .llnder the infiqence of a common 
poor fund. anil, though adopting the $ame policy as London, B,Ppeal'lI to have done 
so at a much lower cost. 
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The total cost of relief in Lancashire ~as-
£ 

In 1861 - 429,616, equal to 
" 1871 - 683,625, " 
" 1881 782,766, " 
" 1891 - 811,204, .. 

£ 
- 3 
• 4 
- 4 
- 4 

The expenditura charged on the Metropolitan Common 
540,876Z. in 1871 to l,175,209l. in 1895. 

R. 

5'8} 9'5 
5'8 
1"1 

per head 
of population. 

Poor Fund has risen from 

The basis on which the subventions from the county contribution are paid is not 
always satisfactory. Thus in 1874, and later in the rAarrangement in 1888. a grant 
of 48. per head has been given for pauper lunatics maintained in ssylums. This sum 
was supposed to represent the difference between the bare maintenance cost of lunatics 
in the workhouse and in asylums. The cost, however, has been much reduced since 
that date, snd as a consequence 48. often represents a good deal more than the 
difference. 

A.s originally fixed, this grant was not supposed to influence the administratiou at all; 
now, however, there is often a financial advantage to be gained by the locality if it can 
get its feeble, weak-minded, and senile paupers classed as lunatics. The result, it is 
alleged, has been an otherwise unaccountable increase in lunacy. 

Dr. Campbell, superintendent of the Cumberland and Westmorland A.sylum, read a 
paper at the Northern District Poor Law Conference in 1894 "On the operation 
of the four-shilling grant for pauper lunatics," in whioh he argues that the grant 
has been the occasion of considerable abuse. He quotes Dr. Maudesley (U Journal_of 
Mental Science," A.priI1877), a well known expert on lunacy, as remarking in 1877:-

.. The effect has been t.o empty the workhouses of all the cases which it was possible 
by any device to send to the asylum, and to remove the last vestige of desire which 
there might be to retain a pauper lunatic under any sort of care outside an asylum. 
The Government has in effect said to the parish officials, ' We will pay YOI1 a premium 
, of 48. a head on every pauper whom you can, by hook or crook, make out to be a 
, lunatic, and send into the asylum . . • .' ," 

It is, of course, desirable that considerations of expense should not prevent a poor 
man from being treated as a lunatic, if that is the right course to pursue, but most 
people will agree with Dr. Campbell that it is a distinct hardship to send an old man 
away to an asylum, when he is merely failing through the ordinary decay of age, and 
cannot possibly be cured. "Ordinary feedin~, nursing, and attention are what he 
" requires, and why should he not get this In the workhouse of his district if his 
" relatives will not take care of him ! " 

One other anomalous result of the basis on which the London county contribution 
is calculated is worth notice, not so much because of i~ intrinsic importance, but 
merel! for the sake of showing how a scheme, which was no doubt carefully considered, 
may be turned to penalise successful administration. The grant of 4d. per diem for 
each indoor pauper is calculated on the average of the five years preceding the 
A.ct of 1888. The London County Council has recently been suggesting to the different 
Boards of Guardians that the time for a revision has come, and, as before, it is proposed 
that it should be based on the last five years. Since 1883-88 the pauperism ilf 
St. George-in-the-East has largely decreased, amI the grant based on the years prevjous 
to 1888 brought in to the local authorities a much larger sum than if it had been 
based on the current indoor pauperism. They received in fact an allowance for an 
average of about 1,500, while their current average had dropped to about 1,000. 
Having thus gained unduly, the St. George's ratepayers will now suffer unduly. I am 
credibly informed that the new arrangement, if carried out, will cost the local ratepayer 
a 31d. rate. The advantage under the rearrangement will be given to those unions 
where indoor pauperism has increased-a result which has been brought about in many 
cases by bad management and nothing else. 

The information at my dJBposal dOllS not enabJe me to say whether the di1ferent 
method of allocating the county contributions outside the metropolis has prevented 
these anomalies. The argument about the 48. lunatic grant, of course, applies to the 
country, but the indoor pauper grant is peculiar to London. 

The general Bitua~ion with regard to the whole country is summed up on page lxvii 
of the Report of the Local Government Board for 1895-6 ;-

" It will be seen from the above table that not only has the gross expenditure on 
the relief of the poor increased year by year since 1889, but that the net expenditure 
in relief borne by the rates was larger in 1895 than in any of the preceding years, 
notwithstanding theoperaflion of sections 26 and 43 of the Local GovernmentA.ct, 1888, 
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under which Boards of Guardians have, since that Act came into foroo,-received grants 
from the county and borough councils in respect of the maintenance of the indoor poor 
in London, and of the cost of union officers and other expenditure in the country." . 

If I may now assume that my contention is established, viz., that local administration, 
combined with central chargeability, does ilot work well, the problem is narrowed down 
to the question: Is it p088'ible to t?·O/I'!.'ifm· the· administ?'lztiv8 a8 well as the ji'TlOllUJial 
"ellJlonsibil-ity to a ceutml autll(YJ-ity 1 

The Commissioners of 1834 describe a national poor law as a plan which" nothing 
.. but the certainty that a parochio.l system is unsusceptible of real improvement, and 
" that a national system is the only alternative against immediate ruin, the only 
.. plank in the shipwreck, could induce us to embrace." The language in which they 
proceed to state their objections is not a little remarkable. At the outset, such a 
change would probably work well; there would be" a vigilant; and uniform adminis
" tration, a reduction of expenditure, a diminution of pauperislll, an improvement of 
.. the industry and morality of the labourers, and an increase of agricultural profit 
.. and rent. But in this case, as in many others, what was beneficial as a remedy 
" might becoml'l fatal as a regimen. I.t is to be feared that, in time, the vigilance and 
.. economy, unstimulated by any private interest, would be relaxed; that the workhouses 
" would be allowed to breed an hereditary workhouse population, and would cease to be 
.. objects of terror; that the consequent difficulty of receiving in them all the applicants 
" would occasion a recurrence to relief at home; that candidates for political power 
" would bid for popularity by promising til be good to the poor; and that we shonld 
" run through the same cycle as was experienced in the last century, which began by 
.. law!! prohibiting relief without the sanction of the magistrates; commanding those 
.. relieved to wear barlges, and denying relief out of the workhouse; and when, 
.. by these restrictions, the immediate pressure on the rates had been relieved, turned 
II round, and by statutes with preambles reciting the oppressiveness of the former 
.. enactment, not only undid all the good that had been done, but opened the flood
" gates of the cruamities which we are now experiencing." 

It will be admitted that, by the legislation of 1834, a parochial system has been 
shown" susceptible of improvement." At the same time, as I have endeavoured to 
show, it can be plausibly argued that the improvement, though" real," is still very 
limited; that, under the present division of authority, workhouses are breeding a 
workhonse population whioh, though not hereditary, is a.rtificially created and fostered; 
that they are ceasing to be used as tests of destitution; that the local administrator 
is not above bidding for popularity by promises of profusion; and that vigilance and 
economy "unstimulated by private interest" are relaxed. In a word, the partial 
system of oentralisation introduced by the Act of 1834, and the subsequent readjust
ments of financial responsibility, have prodl1ced some of the evils which the Com
missioners pointed out as inseparable from a national poor law. 

As against national chargeabilitv and local administration, the argument of the 
Commissioners seems to me unansW'erable. It is not, however, equally conclusive (and 
in view of the large qualifications introdnced, I do not think it was intended to be so) 
against a change of chargeability accompanied by a change of administration. Indeed, 
it is well known that some of the Commissioners, notably Mr. (afterwards Sir) 
E .. Chadwick, were in favour of pushing centralisation of administration very much 
further than subsequent events ever permitted. Sir E. Chadwick derived his ideas 
from Bentham, whose plans of pauper and prison management receh-ed great encourage
ment from Pitt's government. One of them, indeed, was only prevented from being 
carried into effect by the veto of George fiI. 

The principal features of Bentham's plan were (1) management by salaried experts 
through the intervention of a contractor. Bentham, himself, actually proposed to be 
the first contractor; (2) management on a large scrue and consequent economy; 
(3) improved classification summed up in the phrase" aggregation for the purpose of 
segregation." He dOllS not appear, however, to have contemplated anything but local 
chargeability. Mr. Chadwick lived in the house of Bentham during the last years 
of the philosopher's life, and through him many of these ideas, couched sometimes in 
identical terms, found their way into the reports and administration of the Commission 
of whi?h Mr. Chadwick was the, first Secretary. 

Durmg the last years of Sir E. Chadwick's life I had more than one opportunity 
of he~ril!g his views. He complained that the policy intended by the Poor Law 
CommISSIoners, as he, at all events, understood it, was not carried out. His maxims 
were: (1.). M~nag~ment by sruaried experts responsible to a central bod;. A great 
step ill thIS dIrectIOn hIId been taken. The unioll officers are the officera 0 the Local 
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Government:Bpard, !:lut the,~ucoes!i of: ~heiJ; management is altogether i~pairedby the, 
cQntinued-irruption o~. 10eal empirics.in the .shap~ ()f Boards of Guard~anB. (2.) He 
entertained strong and possibly exaggerated opimons as·to the oorruptlOn of a local 
system ()f contracts, and dwelt on th~ eco~omy of large ~ont~aots and expert.knowled.ge. 
an9 ;the possibilities ~f better classIfioatlOn, . T~e . legIslatIOn of 1834: by mtro.du?mg 
nnion instead of, parIsh management had; he' saId; already approved of the prmOlple. 
(3.)' The revolutionary part of his ideas. entertained;. 4eseemed to think. by some 
at all events of his colleagues, was (a)·the reduction' of Boards of Guardians to the 
position. of visiting jus~~ces of prisons ; (b) the, supersession. of domiciliary.r~eF 
of the, poor 1:>y. institlltional ·relief. ,.The. :lirS~ilS. generally .madequate •. arbltra~y 
dispensed. and sometimes a frandupon the ratepayer.; the last 18 adequate, appropI'late 
to each form: of destitution, and. if .judicially. managed, it ,acts·' automati.oally~and 
without undue severity. as a test of destitution.. '. i " "','. " , .. ' 

· . The practical'question to which this prelude is .intended to lead is : Is it practicaj>le 
(1t the pres!'nt day. to, revive and obt!loin,a hearing for ' these views? ..' ~ " 

If.they were: llrguable ~hen no suggestion of a central chargeabihty h~~ been 
made. the, case' in. their favour is now much stronger, when the chargeablhty has 
alr!lady1?e~n, to.som~. e:x:te~t,.and may be :still:further removed from the local area 
of taxatio:q. . _.' _ -- . - " . _ -

· There iss great objection . in this country to centralisation, and in· some .quarters 
the mere, name. carries oondemnation. ·It was pointed out; however, by many able 
writers in defence of .the·new poon law. among others by John Austin. that centralisation 
was' not, 'to. be" identified _ With' over-gove!llIDent, As. a'.system of .administration, 
cantr.alisation must be judged on its own. merits in each' case. When any' given form 
of J:lervice or respoJ).s'ibility is removed from priv:ate initiative and made the prerogative 
of the. State.'it is ani open question whether the duties so assumed are bes~ discharged 
by local or centralised management. ,Up to 1834 the relief of the poor had been 8 

purely local l'esponsilJility. This resulted in,. ower-government i of a most ruinous 
description. Vestries, magistrate!>, oV,erseers,seemed to be competing wildly in using 
~heir legally oreated _ authority for,the demoralisation of the, poor and the deatmction 
of the property of the nation. A limited, measure of. centralisation was introduced to 
cur1!these' excesses. Its partial success might embolden a survivor of the school of 
lJen$am and Chadwick to argue tha~ a further advance in that direction was desirable. 
_ It is no disparagement to representative government to say that.. there· are some 
matters of public: administration 'which cannot be conveniently transacted within 
hearing ,of the hustings. Popular government h8!! Tecognised . this in. regard, to 
ourr:ency. military disc;ipline, the appointment-of the judicial ,bench, the management 
of the police;"and I submit that the tiJne may now have arrived when it may be 
willmgAofele.gatethe question of, poor law, administration to the' same' sphere. 
The work of a guardian is or ought to be a judicial office; it requires also expert and 
appropriate knowledge just as much' as the-.work of the physician. or the surgeon . 
. . ,Thepl'oposal to hand over .the poor-law establishments 'now managed by numerous 

:Boards of Guardians to some' more centralised and judicially independent body is' not 
Buch,.a; revolutionary measure as might at· ' first sight appear. ,I, have no hesitation 
in· saying that the best managed unions are ,those where the' servioes' of capable 
officials have been secured. and where the work of the board is confined: t,o' supervision, 
and in the'main to· acquiescence ,in the acts of the 'permanent ·staff. ,Ocoasionally, of 
course, the moving spirit ,is the chairman or an individual guardian, but under the 
prOposed change, the services of such meJ;l' need' not be lost. ' Some' nomination 
of visitors to workhollBe, schools, and infil'maries, would be a necessary part -of the 
new plan. At present, also, there is a most elaborate and cumbtous system of 
supervision exercised by the Local Government Board, which would bemuohfacilitated 
and simplified if it was dealing with its own servants direct.· Now it,is dealing 
with a fluctuating body, some of whom 'lire' always new to the' work and· others 
oonstitutionally incapacitated for judicial duties. . _ ' . 
. . The Teal difficulty ,in the proposal is·the administion of outdoOi" relief. It may be 

superable if it is boldly grasped.' certainly: not otherwise. How far a'boldtreatmeut 
of the: difficulty is practicable,. it is:not fop me to say. One or' two remarks on the 
subjeot I may venture to make; . .": ", " ., . ' 

· Obviously, II body of salaried offioials could not administer outdoor relief. _ If -they 
were to attempt it. it could only be on definite and literally oonstrued rules. Rules bf 
such. a character would amount to conferring on 'certain classes of paupers a statutory 
right t9 outdoorrelief,than' whichnothi)lg could be'more detrimental to the ·best 
interests 0.£ the poor· 
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. It; remains then. that if, th~re is to be outdoor relief; it must:-be, given by II 10cm 
body. I do not see why a committee of the district council should I).ot be nominated 
for t.his purpose. They should be put i1;l possession of the dole charities. of .the 
district and of such. voluntary fundsai! might be entrusted to them. If thel'6 IS to· be 
a rate, it ought;to be like the library rate. optional and limited. These precautions 
are, I think, necessary in view of the fact that relief to the rates in the past, by 
disarming the. vigilllnce of the ratepayer. has been apt to set loose the' too'powerful 
inilue»ces which make for ,proftision and 'mismanagement. Such rate as may be 
deemed necessary should, I think, be levied on the parish for .the· :relief. of its oWn. 
poor, while··the administration should be in the hands of a body representing. ~ome 
larger local area. The idea that the smaller the area of administration the more careful 
and vigilant it is,as far as poor law matters, are concerned, has peen proved a'complete 
delusion. It was shown conclusively: in the report of 1834 that corruption and 
m4lmanagement were most rife in the smaller parishes. .' . 
'. With regard to the outdoor relief question generallythete are, of course, many 
combinations which could be made. I may, perhaps, be"permitted to adcl that' the 
relief to .the .ra~paye~ by a. transference of .the poor rate seems to me, to 1!e, of 
eomparatlvely slight Importance compared WIth the benefit to the poor and' the 
addition to the wealth of the country which would result from a firmer and more 
consistent administration of the poor law. Whether greater firmness and continuity 
of. policy would result from the change suggested is a lJ\atter which must depend 
largely on the details of the measure by Which it is proposed to car:ry it out. I jio not 
think that such 8-. change would necllssariIy be incompatible with aI)., imprO'l'ement in 
IIdministration. . ..' , . . . 

At the same time, I do not venture to recoml1lend s~ch ~ reorganisation., ,;rersonally. 
I prefer the present system-mischievous and ill-cqnsid.ered as, il;1, many respects, 
I believe it to be-to any half measures. The whole principle of 'the poor law is 
so dangerous that only the most drastic precautions can avail .against the inroad of 
abuse; and unless pl'tlCautiolls, such as I. indicate ·cali be adopted, I would deprecate 
anynationalisation of either· the chargeability. or administration· of the poor taw. 

The ,conclusioll which I'desire to press on the Commission is (I) that· the severance 
of financial and administrative responsibility has not answered well in the past, and 
there is, no reason tosuPIJose thai;,' further. el(Lensions of. ,it .in.the future will give a 
different l'eBult. (2) that, if it, is dete'l'Ini11ed·· to give the ratepayer, relief in :respect 
.of this ",onerous" oha:rge, thedifficultytnust be faced of transfelll'ing the administration 
as well as the charge to some more centralised,authority. 

., ,I I 

Answers' by Mr. G. :L. Gomm& 

[As 1 have,given evidence before the,Commission on l>el;J,a)t~f' t~e:Lolldo~ County 
• Council. I must note that. these questions were, addressed .to me. personally, and 

are answered' oD, my own responsibility as a student of .economics,] 

Question I.-As far as the classification goes I think it is correCt in principle. but as 
a matter of briticism, two . rather important questions occur· to me as essential to the 
inquiry before the' Commission: first; that the Table 'should' :be divided bet'Ween 
the tues' devoted to Imperial, purposes and' the' taxeS devoted to' ,local' purposes; 
secondly, that the use of the '\'Jords "rateable prope:rty'" for column '1 prejudges 
the question as to whether buildings ou the land are as a matter of 'fact· fated. In 
reply to a later question. I ~hall advance. the p~positionthat buildings do. n.ot 
at present bear any proportIon of local taxation, and It therefore seems to ;me, essential. 
that column 1 'should be divided between land and buildings thereon. I am aware of 
the difficultieS· in the way of . such a division, as pointed out by Sir Alfred Milner at 
p. 577 'of the Agricultural 'CommiSsion, Vol. IV., but until we get that division 
approximatelr stated I think theclassifi'cation of Table D. dOes not present .to 
the Commis81on the real figures which' the Commission must have before it in the 
determination o~ the qliestioll;'! at' issue. . .' 

Qu&twn 2.-!l'he; items which. seem M .me to require reconsideration in vi"", 
of my answer to QuestiQn 1 are-the death,7dnties, which are levied partly upon lands 
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and partly upon buildings thereon; the stamp duties which relate to properties partly 
land and partly buildings; the Inhabited House Duty, which is levied on the basis 
of the value of land and houses, but which, as I shall discuss under a later question, 
must really fall in one of two ways, either upon the owners of land or upon the 
income of the occupier, that is to say, in no sense upon the buildings; the income tax 
which is charged on rent derived from lands and buildings. 

It would be convenient, and, I think, more correct, to fully classify the taxes 
included under the heading of miscellaneous taxes. They are capable of classification, 
and what is needed in these matters above all things is correct classification. The 
licence duties, other than those falling on consumable articles are, I presume, the taxes 
on businesses, for the purpose of regulating such businesses, or, in the cases of 
establishment licences, gun licences, licences for killing game, "nd dog licences, 
are taxation of luxuries, which really falls upon the incomes of the persons taxed, 
although such incomes do not form the basis of taxation. 'I.'hese are two distinct 
classes of taxation, and yet they are included together in the same column as if they 
were analogous in character. 

The railway passenger duty I would classify as a tax on the commodity, under 
heading 1. The licences and certificates are presumably the stamp duties on certain 
professions and businesses, and should be classed under the same heading as the 
licence duties. I deal with the Post Office revenue in the next answer. 

Question 3.-The net revenue of the Post Office is in my judgment, correctly treated 
as a tax, and I think it migbt just as properly be classed under the heading of 
.. Taxes levied in respect of commodities" as under the present rather unmeaning 
heading of "Miscellaneous taxes." It is a tax upon the persons using the letter-
carry.ing industry performed by the Government. . 

Question 4.-The tests that I would apply in considering the equity of any tax or 
system of taxation are--

that the tax should be regulative, having the following characteristic :-
(1) That it be levied as a system of regulation of any business or industry which, 

but fOr taxation, would be carried on injuriously to the community, e.g., beer, 
spirits, tobacco, &c. 

that the tax be levied upon luxuries, having the following characteristics:-
(2) That the luxury in respect of which the tax is levied be not a general desire· 

of the community but only of classes with perfect liberty of action, e.g., 
plate, armorial bearin gs, &c. 

that the tax should be administrative, having the following characteristics :-
(3) That it be levied for the express purpose of meeting expenditure upon 

a service administered for the benefit of the community by the Imperial 
Government or by a local government. 

(4) Th~t the extent of t:hetax (tba.t is, ~he aggregate of persons, property, and 
Interests upon whICh the tax IS leVIed) should be the same as the locality 
of the tax (that is, the aggregate of persons, property, and interests 
benefited by the tax). 

(5) That the kind of tax imposed should be such that it should be paid directly 
by the persons, property, or interests which are intended to be taxed; or, 
if this is not po~sible, that its final incidenctl should fall upon such 
persons, property, or interests. 

Th~se tests apply mor~ par~icularly to local ta;xati.on, as it frequently happens in 
practIce that the expenditure Incurred for a lOCalIty IS met by a tax extending over a 
different set of taxpayers than those benefited by the expenditure. In short, I think 
that every tax should have a definite relationship to the service for which it is incurred, 
but especially this rule should apply to local taxation. 

Question 5.-1 think t~e. incidence of all indirect taxation is to. fall. upon the 
consumers of the commodItIes taxed. But I presume that the question IS directed 
\:nore particularly to the vexed probleni of the local tax upon rental value, and 
I shall direct my answer to this. In order to answer the problem, I start with the 
prop~sition that expe~diture. for loca~ purposes, so long as it is not extravagant 
and Iml?l'oper. expendIture, IS expendIture that benefit·s property. This proposition 
is admItted In respect of the greater number of local services, but it is not 
generally admitted WIth respect to such services as pOOl' law. Without wishing to go 
over the whole of this question in detail, I would submit that it is at the root of the 
consideration of the incidence of local taxation, and I might perhaps venture to refer 
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the Commission to what I have said as to poor law in my recently published book on 
the P'l'itwipies of Local G01Iernment, pp. 17U-86. . 

Assuming that my conclusions as to the benefits derived from local expenditure are 
accepted, I will proceed as shortly as possible to indicate the suggestions which occur 
to me in answer to the Commissioners' question. 

If a tax falls in exact, proportion to the benefit conferred in respect of such tax there 
is no incidence of taxation in the strictest sense, because taxation has not occurred. 
Payment for services rendered htfi occurred and nothing else. This point is generally 
losi sight of. If local authorities could charge according to services rendered, as they 
do for gas and for water for trade purposes, the incidence of taxation would not arise. 
It is only because services rendered are charged upon a basis of assumed equality of 
benefit, and that rental value is taken to be the measure of the assumed equality, that 
the question of incidence arises. But it is clear that these two fundamental assumptions 
of local taxation represent 'by no means correlative elements. Equality of bonefit is 
one thing; rental value is another thing. They may equate, but they do not necessarily 
do so. It is indeed the antagonism hetween equality of benefit and the basis by which 
this equality is measured which produces taxation. Because taxation pure and simple 
only occurs where the charge falls (1) in no relationship to the. benefit conferred, (2) 
where it is in excess of the benefit conferred. 

The elements of the problem as regards the direct tax are as follows: first, the nature 
of the tenancy; secondly, the value of the premises; thirdly, the position of the tax. 

The tenancy is of two kinds, sgricultural and urban. The agricultural tenancy 
consists generally of a single item, nsmely, rack-rent for a term of years to the ground 
landlord. The urban tenancy consists always of three items, oftentimes of many more. 
The two principal cases of urban tenancy may be separately stated. 

First we have-
(1) ground rent, 
(2) building rent, 
(3) tenant's rent, 

Secondly we have
(1) ground rent, 
(2) building rent, 
(3) improved rents, held by one or more leaseholders, 
(4) tenant's rent. 

The tenant's rent in each case is the sum of the preceding items. 
Secondly, the tlal'Ue of the premises is what the premises are worth to the tenant. 

The tenant in competition with other tenants takes premises at their competition 
value to him- that is at the rent plus thE' taxes assessed on the rent. Rent alone 
is not value, and it is the failure to see this which has caused so much difficulty in 
perceiving the incidence of direct taxes. Rent plus taxes is the value at the time 
of taking the premises. But there is something beyond this. There is the 
tenant's value. This is created in several ways. By sentiment, that is, attachment to 
premises long occupied, or dislike to change as a matter of expense. By trade, that ill 
by t·he establishment of a partic.ulru· business in particular premises, which creates for 
the tenant alone a value to him whioh might not be transferable to any other tenant, 

_ or whicb on the contrary, might be a valuable asset to transfer to another tenant. So 
tbat value may be expressed in the two cases to consist of the following separate 
items-

and-

(1} ground rent, 
(2 building rent, 
(3 rates, 

(1) ground rent, 
(2) building rent, 
(3) improved rent or rents, 
(4) tenant's value, 
(5) rates. 

Finally, we have the elements of taxat'ion, namely
(1) rat~s levied on rental value, 
(2) rates or taxes levied by other means, 
(3) beneficial local expenditure met out of municipal property;; 
(4) local expenditure. not beneficial., met out of rates; . 

the total of the first th ree being the potential benefit, conferred upon property, the net 
total of all four being the act.ual benefit conferred. 
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The by-not& of· the whole question is" I think,ithe definition' 0:1'. valnei"s9 including 
rent and taxes combined. " .. ,t,'"" ,'i,'· '.;. ",,", .:' 

, ;If this definition· is Inot'correct, .it means that rent is really the eqUIvalent of, ·value, 
and ,:that: ·the oocupier paylilooa1-ta~es Ollt of :~s ineo~e;; that is, pays a .~ocali liE! well 
as a national, income tax. But thIS SUPPOSition carrIes' on the face of It, too much. 
It means, if itmeans anything; t,hat the occupier pays in the first place; in the .shape 
of Tent, ,the· full value of:' his 'prenlises, which, includes the value of the local services, 
and in 'addition I to. this .valul! ;he . :pays a tax. upon hiS .private reso.urces,' his. income, 
'in fact, in the shape o.f the annual amount oiLthe assessed rateS\. .. , '. '" . 
, But: there' is more behind this elementary' objeatioh ,:than appears on .the face' of it. 

The facts of local taxation. 'will help us to' I!ealiseho.w diffio.ultit is to. conceive that 
the' o.ccupier allo.ws himself, to"be taxed withLhe whole, costo£ local e:xpenditure . 
. 1L'0 appeal to these "facts I will take the caBe of London. .,' , ". 

In .' London thlLrates of a very large, ,amount· ,of property aTe' actually' paId by 
·the,oWllers, This,means that this property is let to'tenants lir held i by the owners 'at 
,its economic value, not at itsrental·value; . Now; ,if we'· consider ·to' what extent :in 
L\>ndon property is held at this 'ecOIiomio'value,;'we fud that c.this is the 'case with 
\px:opertybelow ,2Dl. rateable, value, property let lOut in tenemenm or fiats, all public 
property, railway, gas, water, docks, anel ~imilar property;'ail large warehouses, banks, 
insurance offices, and general business premises in the ,City and immediate neighbourhood, 
all highly rented residential property. This, then, leaves for other consideration only 
the smaller property let on ,three years' agreements, ranging from 2U.to 60l. or 801., 
and the larger 'property let for':occupation on 7, 14, 01.'.21 years~ leases. " 

, Roughly speaking, I would estimate ,these, twoiclas~es of property .asiollowB:':"':' 
Property which .isJet!lr held at economi,?value, that is rentplus:r!rlee--22 D,lillion 
pounds.--"', .' , '". 

Property which is let at rental value, that is, rent exclusive,af:rates-.-I3t million 
pounds. _". -~, ,. ~=\ 

Now this introduces an important factor in this question, • namel:Yi' 'that i.there are 
two classes of property; one class let or held at economic-vallIe, that" is, rimn plus 
rates; a second class, let at rental value, that is, rent exclusive':Off'rates;. : Alnd it is 
inconceivable that the same law should not govern the incideiiCi)'.of 'rotes'bn both 
these classes of property. "To stiggest otherwise woUld 'iil-tolve'tbe"cOnliitioiuJ that the 
owners of' 62 per cent, of London ,property are .only able! ti'ifget'· econolllic value 
for their property, ,while the owners of 38 percent. 'ofLoildon property are able to 
,get much more than-economic "Value by the mere procesfl()f'iihi~tlng'the taXation off their 
ow-ti.shouldeMion to those' of the· oilcupiers. ' , ' . ':i," , " 'I' "",' , 

, If these considerations are'worth anything it'lleemsthat the occupier does not bear 
the, incidence 0f taxation-he pilys for value received; , . , '. ',. ' 

'There is next the builder., He receives for his 'building the profits of the building 
trade, and any infringement· upon these profits would cause a' cessation of building 
and hence a rise iIi the rent of buildings until again the norlllal profits of the building 
trade were realised. 'Building-rent; that is; the equivalent of the bnilders profits, does 
'not; therefore\ bear any part ofthEi. taxes assessed an rent, ," -, ". , , . 

If' the builder does not, anil 'the'ocCtipier dbes 'not, 'bear 'the' incidence'of'taxation, of 
course' it IIlUllt' falll1pon' the 'Owner, or oirners; of' land: values. '1 willl atte¥1pt now 
to state the problelll'In termS'\vhlch~wilr alloW' ittc'l'bedisculllled'-i'n lhe' ea~iest' fasliion. 

First, the elements of the problem: , ' --, 
(1.) Municipal expenditure, so far as it is proper and efficie~~,~~!lit~~ benefits 

the total property of the locality at least to the extent of ~hej6fPflllditure. 
(2,) The benefit obtained from municipal expenditure accrues to individual property 

in exact accordance with the value of services renqered"PQlice protection, 
drainage, fire protection, lighting, road maintenance, poQi' re4ef w.ould be 
of higher value to property in St. James's, Westminster, th8ll. to property 
in Poplar; while education, sanitation, public liQIlari!:)s, ,batful. ·would be of 
higher. value to property in Poplar than to property.,iII. St;, James's, 
Westmmster. - .. ' \ ,'\1 .-'. "'I 1 • , '. ",fJ t, J;! ,,'. ,.: . 

(3.) The value. of the property is ~ffected .not'only,by(a) municipale;xpenditure, 
but also by (b) the general Improvement or deterioratioDiof the neighbour
hoo~, (c) ~he ,impro:vement, or deterioration cl the busines8 conditions, (d) 
speCial causes, suoh as proximity to certain classes of business,pu blic-houses, 
laundry works, noxious trades, &c .. or position in a bUBiness or residential 
thoroughfare. ., " 
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I ,(jl.)"T:ije,vlIlue ,Qfd-,he prope;rGy as, determine<i.b,y ,all these causes is what the 
tenant. pays for. . , ,. '. .. . . 

(5.) This value is the amount of the rent and the amount of the· rates ,and·taxes 
calculated on the rent; for thQ tenant pay'll both these amonnts from the same 
fund; that is, .the gl'QSS ppofi~of' his business if· the premises are nsed for 
business. purposes; ·the ··net. 'profits ·erp.ersonal income, if the. premises 
Bre u8e~fql/. residenQe'. 

(6.)'1'1& paYJ;llent by thet~~n~fortbepremises is in. accord.with,the benefit or 
:value received, nlLlillely,valile of the premises .per 88 and l'slue of the 

· , ·benefits· attaohed to the <premiees from municipal expenditure. Mldl as >it is 
made out of, the same 'fund as payments fQr other commodities· of value, 

. ,so soon BS'8uch fund is diminished or increased. by personal! affairs the 
tenant moves either, to pl'OPlll'ty oil less value or to propeny .of greaten value, 

'. thl~screating aCQmpetition yalue for property.. . 
(7.). PaymelJ.i;fpr the benefits accruing to proplll'ty from municipal expenditure 1s 

J!,ot, inacoor9 with .the amount of. benefit, but in accord with the' rental 
. valull of property. 

The first 'very important concll)slou·to be: drawn front theS& facts is.thall'one' set 
of conditions (NOB. I,· 2, and 3) detetininilS the value of property, and Ii 'totally different 
condition (No~ 7) determines the method by which the benefit accruing to 'property 
from m~nicipal expenditure is paad:£or;:! " ,r" '. ;.., ... ,',' . 

The second ilCitIClusion is that the'tenant gets equivillentvaluEi'for 'liis :money (Nos. 4, 
5, and 6). . . : ,;.... . .. . 

I wiU now \ illustrate these propositions by examples; 1Lndwill 'tg,ke . fiwo eases of 
property, valued originally 'at, tiay, 100l, per annum.' ,tnr;thil' ~me ea,ssthe"conditions 
assumed are- , 

Municipal expenditure increases th~.value (jf the proPerly from' '1001. to (say) pOI. 
· per:' annum;· general, rise of· property" in ' the· ne!ghbourhoodresulting . from . the 
rebuilding of property and the consequent exodus of ponrpeople further increases 
it to (Bay) 14Ol.; special causea-, -Buch .at! the· development of, a' new QusinesB 

I .centrel further increase·!t to .(say)"lOOl, '1'herefore· the tenant''8t''compstition 
· value .is .• willing·to stand charged. al! 1501. for the 'property; ,that' is; 150l. for 
value of premises:per '86 and for value of miln~cipSI expenditure; . .' 

In the second case the conditions aI!Bunied'ar~' , , .". ,. 
Municipatexpend'iiiure iitcreases'~M: vallie of tlie ~toperty frdm: 'l001! 'tol20l.'· per 
'annum; genet-af fall' of propertY;'owlngtb'b'ad~uild~ngand',c6'n~llquEmt decay of 

nliighbourhood and influx of poor'people dtloreases it to 9C>l.·;' s'pecialcanses, such as 
laundries o't o'tliero'bjectionable . bUsinesslls being"erected' nelir itfurtlie'r decrease 
·it·to' 70~.Tberefore the tenatit. 'at iibmpetitio'b. "Value, is, willing- t\'! stalid charged 
at'70r.foi' the "property; that is;' 701:' for"'value of''premisei:f per Ae and for 
'Value' df mllnicipal expenditUre:', I. ,., . ....... ' • ". 

, In the firs~. case th~ rise is frOlJ1 the, orig~nat 1. 201. to 150l. In the seqon~ case 
the fl1:lI)s orrom 'the original 1001. I~O. ~qi. :But. III .~oth ,cases. ~he b~nefit from 
muniOlpal Elxpel;\ditu~ of 101. Bnd ~bl., pel' a.nnul11 respe.ctively lBcontaIDe.d l.n the value 
of the property. .' . . ' " . 

~ Iflll1orde~. to se~ exactly.wha.t happens it i~ ~est 'to. put the e~amples intot.a:bu.lar form, 
as 0 ows:- I, 

I' ,I. " , , 

, Increase by Etre.. at Effect of Geneml· - , . OrigillAl Val.e. 'Yunil'ipal 
·CooditiOlll'Of' 

Special 
I!xpebW''''', Property. 

~ Cau8ei. ' 

. '! pu,..C"'imad.' e for Value. 
" T-otal Value'.. . I " 

" , 4~t;redt._" ~." HateM at Sa. in' j Reo. 
,. . '. .', the.&: . '! \ Received. 

£ 
I' i £ £' £ £ £ 

IJ 100 , ,'+10 
" 

,+30· +10 :;150 . '30 ., 120 
, 

b . 100 +20 -30 -20 , 70 14 &Ii 
, , . . ,. 

" "" j '-. '.' 

I will, first show:the course o~;event\l8S regards the tenant,:- , .. 
In: each case the. tenant pllYs-only f<>r'what .he.actualIYreceives in return, na:mmy;:in 

caa& (a) a. house andeite, ,worth 1401. and JIlunioipal services worth lOl.,together 
ISO/.. ;, but he pays for this in two· S11J1lS of, 1201. as rent; and 30/. as rates; and in 

Ggi 
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case (h) the tenant gets a house and site worth 501. and municipal services worth 
20/.; but he pays for this in two sums of 561. rent, and 141. rates. ' 

Then as to the owner:- . , 
In the first case, (a.) the owner should receive the total value, 1501., less 1m. 

cost .of the benefit to his property by municipal expenditure, or 1401.; but 
he only receives 12m. Therefore he pays 10l. in payment for municipal services, 
and 20l. as the result of those services being paid for by equal rating; that is to 
say, his true tax is 201. In the second case, (b), the owner should receive the total 
value 701. less 201., the cost of the benefit to his property by municipal 
expenditure, or 501., but he actually receives 561. Therefore he pays 201., in 
payment for municipal services, and receives, by the taxation of other owners, 61. 
as a contribution to such payment, making his net payment for services, 141. 

lt seems clear from these two cases that the point turns upon which party, owner 
or occupier, feels the result of taxation, has, in other words, to pay for a service at 
taxation value, and' not at economic value. The examples show that the movements 
caused by taxation take place in the transactions relating to ownership, and not in the 
transactions relating to occupancy, and that, therefore, the effect of charging benefits 
according to taxation falla upon the owner and not upon the occupier. . 

An analysis of the conditions attached to rent and to assessed rates may be given as 
follows :-

(a.) The economic value of premises is paid by the occupying tenant, that is, he pays 
the amount of the economic value of the premises for the user thereof, and in 
return for the value of the premises to him. 

(h.) The eoonomic value coneists of two elements, vil!:., rates or· taxes Pllid to 
municipalities or the State, and rent paid to the owner. 

(G.) Rent consists of two elements, namely, the profit on the building and the 
balance left after allowing for this profit. 

(d.) The profit on the capital cost of building is governed by ordinary economic 
laws, and remains at a reasonably fixed amount according to the profits of 
t,he buildine- trade in relation to other trades. 

(e.) The amount of the sitevalue is determined by circumstances which are frequently 
changing, being affected by questions of neighbourhood, health, municipal 
operations, &c., but the amount of the site value included in the rent 
is fixed from time to time by lease or agreement. 

(I.) The total amount of the combined elements (taxes, building profit, and site value 
rent) included in economic value must be limited by the bounds determined by 
economic value. But of this total amount, rates and taxes are determined 
arbitrarily according to the requirements of the muncipality or the State, and 
not according to the economic value of premises; building rent is fixed 
according to economic conditions (see d.) ; and site value therefore remains 
as the only fluid element to give way to the pressure of the two elements 
above it. 

(g.) Site value included in the rent. therefore, is affected bv the pressure of increased 
rates and taxes or by the relief from decreased rates and taxes, as one of 
the changing circumstances which determine its amount (see 8.), and it must 
equally have been affected by the original imposition of rates and taxes. 

(n.) AA the municipality or State intercepts from economic value the amount of the 
rates and taxes, and therefore leaves only the balance as rent for the landlord, 
the whole of the economic value. does not go and has never gone to the 
landlord. • 

(i.) The expenditure by the municipality or State improves property, and the rates 
and taxes intercepted from economic value are the cost of such improvement 
properly falling upon owners. 

(j.) The amount so falling upon owners is not a measure of a loss incurred by the 
owners, but of a charge incurred by tbe municipality or State on behalf of 
owners, which has the effect of increasing the value of the property. 

This analysis of the relationship between rent and assessed fates shows that the 
occupying tenant pays both rent and rates from the same fund, but pays them in 
return for value received. So long as he receives value in return for his money 
he is not charged with a tax, but with a payment for value. The incidence of the 
rates, therefore, as rates, is entirely clear of the occupying tenant. The analysis next 
shows that rates are intercepted from economic value in return for services rendered 

,to propel'ty. That these services are real services is shown by the fact that in spite of 
. increased rates ,the value of property is raised. This is true. equally of town and 
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rural property. The rise in value shows itself openly in town property. In the case 
of rural property it is a set·off against deterioration from other causes; property 
tbat was not drained, where sanitation and police and roads were not attended to, 
would fall in value to lower depths than property which had benefited from all these 
causes, and in discussing the fall iu value of rural property, care must be taken to 
examine the fall after taking into due consideration the rise which iog too often 
neglected. The services rendered to property by tho expenditure of local authorities 
are therefore rightly charged upon· property , and the particular element in rent which 
bears the charge is that element which is most easily affected by influences-namely, 
site value. 

The reason that taxation falls upon owners of site value is that site value attaches 
to itself all the benefits which arise from local expenditure, aU the benefits, therefore, 
which an occupier is willing to pay for in connexion with his habitat. In this way 
site value and the value of municipal services become practically undistinguishable one 
from the other, and accrue to the benefit. of the owner of property before they are 
redistributed to the occupier of property. When a person takes a house, whether for 
residential or for business purposes, he takes it with certain rights attached to it-
rights of sanitation, fire protection, water supply, public lighting, police protection, 
protection frOID indigent poor and the insane, rights of public education, rights of 
intercommunication, and so on. He wants all these l'ights for the benefit of his 
person, of the persons of his family, and of his property; but he can only obtain 
them as an occupier. As a mere personality he does not exist in respect of local 
government. He must be encased, as it were, in a habitat, and thus the habitat is 
not merely a plot of ground with a building thereon, but a plot of ground, p/iu,s a 
building, pluB various attached services which tend. to make the habitat what it is. 
Thus the services are local services in a special sense. They can only be used locallv. 
They are only of value locally. When a person ceases to be a resident of a locality 
he ceases to benefit from the local services of that locality, and receives the benefit 
from the local services of another locality. Wherever he may be he is protected by 

. the State laws of his country, but the State cannot secure for him the benefit of its 

. own system of local services if he chooses to reside in a distant country. While 
State government confers pE'rsonal benefit without regard to place of residence, local 
government can only confer perRonal benefit by means of place of residence. Of 
course the fact that in all civilized countries the services administered by localities 
are administered pretty equally all over the country tends to produce a certain sense 
of general personal benelits, apart from residence in a particular locality. But the 
actual personal ,benefit thus conferred is not a measurable quantity. What is measur
able to some extent is the benefit conferred upon property through it being the only 
medium by which the benefits of local services reach the person. It is the aggregate 
of properties with which local taxation has to deal, not with the aggregate of 
persons-with the tangible visible object of taxation, as it has come to be styled
and it is upon the properties that the taxation is charged, upon the assumption that 
they benefit from expenditure out of looal taxation in proportion to their rental value. 
But the benefits are paid for by the occupier, not according to the amount charged 
upon the property, but according to the benefits actually conferred upon the property, 

• partly in rates paid to the governing authority and partly in the balance of value 
(namely, rent) paid to the owner of the property. The occupier pays for local 
services at the value of the benefit to him; the owner pays for local services at the 
taxation charge on his property. 

'£his theory does not apply to any increase or decrease in rates which takes place 
while a tenancy agreement is in force. When rent is fixed for a period of years, any 
altera tion in rates oannot, of courSB, affect the owner. An increase falls, for the time 
being, upon the tenant, or a decrease goes to his relief, but as soon as the lease falls 
in, the new level of the rates is taken into account in fixing the rent for the new 
period. 

Que6tion 6,-(a.) I confess that the incidence of the Inhabited House Duty has always 
oocurred to me to be a problem of considerable difficulty, but on the whole I am 
inclined to think that, inasmuch as local rates fOl' local services are taken into account 
when the value of premises to the occupier is being ascertained, the fact of there 
being another tax, although not for local purposes, levied upon rental value, to be 
paid by the occupil1r (and, in direct contrast to the Imperial income tax, levied at 
the same time and by means of the same demand note, not to be charged back upon 
the owner) causes the house duty to fall upon the owner rather than upon the 
ocoupier. I put this as a general proposition, with the qualifying remark that 

I V840V. H h 

• 
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individual circumstances may affect this general rule and cause the Inha.bited House 
Duty to be the ma.rginal tax within 'Yhich 0W?er an~ occupier g.ive and take ~s t~e 
question of value comes up from tIme to tIme, Without causmg an alteratIon In 

conditions of tenancy. 
(b.) I think tha.t rates levied on houses a.nd trade premises fall upon the owners of 

site values in accordance with my answer to No.5. 
(c.) I think tha.t rates on agricultural land fall upon owners of site value. 
(d.) I think that taxes on transfer of property fall upon the person from whom 

the transfer is made. 
(e.) I think that a tax on trade profits would fall principally upon the income of the 

trader, who would be able to shift a proportion, varying under different circumstances, 
upon the consumers who are his customers. 

(f.) I think that the dea.th duties fall upon the property of the dead owner, and 
thereby decrease the value of the property coming to his successors, by inheritance or 
by legacy. 

Questiorb 7.-1 have practically answered this question on page 241, "When a persoll 
takes a house. . . . apart from residence in a particular locality," the criterion 
heing that the purposes for 'Yhich taxation sho~ld be raised locally should be services 
which can only be made avaIlable through reSIdence, and hence confer benefit upon 
property in the several localities in which the services are administered, while, on the 
other hand, the purposes for which taxation should be !'aised by the central government 
should be services which are available through the person of the subject wherever he 
may reside. 

Question 8.-1 think that the two kinds of purposes should be kept entirely distinct, 
and that taxation and administration should be in the same hands; and I am strongly 
of opinion that in no case should expenditure for local purposes be partly borne by 
the central government. But, on the other hand, I think that the development of local 
services may approaoh the stage when such servioes become Imperial instead of local. 
I would instance, for example, the maintenance of prisons, which was a local service 
until the Act of 1877 was passed. The clauses of this Act set forth in a singularly 
clear way the transition from local to Imperial purposes (see Principle.~ of Local 
GO'/Jernment, pp. 199-200). In the same manner I am inclined to believe that the 
three important services of poor Ia.w, education, a.nd police are gradually becoming, if 
they have not already become, Imperial services. Whenever the stage of development 
from local to Imperial service ha.s been reached the transfer should be made to 
Imperial taxat.ion and administration. 

Questilm 9.-1 do not think that local rates should be divided between owners and 
occupiers of real property, but that the whole of loca.! expenditure should be charged 
upon the owners of site values. . 

Question 10.-1 think that ground values should be rated directly for all local 
services, and for this purpose the· valua.tion lists should contain only the site value 
of each property, together with the names of the owners of such site value and the 
amount held by each owner, so that the taxation should fall upon each owner in 
proportion to the amount held by him. 

Questiorb 11.-1 think that the rent which could be obtained by an owner of land or 
other hereditaments would be decreased by an increase in an old rate and by the 
imposition of a new· rate, and increased by the reduction or abolition of a rate, 
on the following condition: that the increase or decrea.se of rent would take place 
when old conditions of tenancy were being revised and new conditions of tenancy 
entered into. 

Rent, according to my theory, represents a portion of the value of property, the 
entire value of the property being dependent upon many considerations which are 
outside the question of the incidence of local taxation. . 

Question 12.-If the occupier were allowed to dedllct taxation from rent the amount 
of the rent, when a revision of the tenancy took place, would be increased to the 
amount of the economic value of the premises, if the whole amount of taxation were 
deducted and proportionately if only a portion of taxation were deducted; Assuming 
that no other element of value a.fI'ected the matter it may be shortly stated that if 
taxation were dedncted from rent, rent would increase by the amount of taxation 
deducted. 
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Question 13.-1 think t.he differential treatment of different classes of property is 
simply a. ba.d attempt to remedy the evils of the present system of valuatioI\ of property, 
whereby owners of property in 1I00r neigbbourhoods, where no increment of value 
has taken place, are rated upon the same basis as OWllers of propel·ty where large 
increments have taken place. Rateable value, upon which tbe rating is based, is 
a.rrived a.t by taking rental value of bot.h la.nd and building and deduct.ing a uniform 
percentage from tbe total" On account of repairs." But repairs are only possible to 
the structure and not to the site.· Wbere the proportion of value bel ween structure 
and site is the same in every part of the locality, as it may be, per!:aps, in rural and 
undeveloped districts, no great harm is done by making a uniform reduction nIl 
the way l'ound. But where, as in towns aud great developing centres, the proportion 
of value between structure and site is very different, very great injustice is done. 
For example, the land value of the City of London may be estimated at 3,923,OOOl., 
aud the building value at 1,500,0001. The deductions for repairs IIccording to the 
lega.J. standard amount to 927,0001., but if deducted from buildings only would amount 
to 25i·,OOOl.; in other words the City of London is assessed at 670,0001. too little. 
The land value of ~t.James's, Westminster, may be estimated at 424,OOQl., and the 
building value at 540,OOOl. The deductions for l'epairs amount to 162,OOOl., whereas 
they should amount to 91,000l. These are two of the most valuable sites in London, 
end I will contrast them with two of the poorest-Poplar and Mile End. The laud 
value of Poplar may be estimated at 88,500l., and the building value at 394,OOOl. The 
deduotions for repairs amount to 147,OOOl., whereas they should be 120,000l. In 
Mile End the land value may be estimated at 95,000/., and the building value at 
398,0001. The deductions for repairs are 94,0001., whereas they should be 74,0001. 
The following Table shows these facts in concise form :--

I 
, , 

I AmouDt Excess Rates which Percentage 
I Amount of excess - Site Value. 

Building deducted for which ought Deductions Site Valuel Deductions 
Value. ltepaira. to be from Site thus ':Ieape to Total deducted. V"lue. pa)"lOg. Value. 

, , 
£ £ £, £ £ £ 

City " " " 3,928,000 1,600,000 927,000 257,000 670,000 167,500 12 
St. James'. . · 424,000 540,000 162,000 91,000 71,000 14,200 7 
J'oplar · " 88,500 894,000 147,000 120,000 27,000 10,800 " Mile End" " " 95,000 39B,OOO 94,000 74,000 20,000 7,000 i 4 

-~--- -.---~-

It will be seen that the site value of the City is greater than the building value, 
that the site value of St. James's is 80 per cent. of the building value, of Poplar, 22 per 
cent., and of Mile End, 24 per ceut. The excess deductions for repairs become 
deductions from site "aIue, and represent the amount of site value which escapes 
taxation altogether. This causes injustice all round. It relieves the City from 52,0001. 
which it ought to p~y to the county authorities, and St. James's from 2,500l.; while 
this relief to the wealthy centl'es causes an increased burden upon the poorer centres, 

• Poplar having to pay 500l. in excess of its fair quota and Mile End 2,OOOl. 
This, I think, is one of the great inequalities of the present system. It is an 

inequality which operates chiefly between the rating units. But there is an inequality 
in the present system which operates upon individual properties. I will give an 
example, as follows :-

-

loro.ad 
, I 

Ywr. lmprond BoUding 
, Total Value Site Value. 

lteut. nent. I Rent. I Total Rent. Tnntion. of l>remises. , 
I 

I I 
I .. £ £, £ £, s. i £ £ w 

)81S · · " 20 - 120 140 Hi 0 155 35 
1t!43 . · · · 20 I 15 120 )50 18 0 , 17:3 53 
I~St1 " · · 20 ! 260 120 400 60 0 460 i 340 
1870 " · · 20 I 360 120 600 8710 i 587 ! 467 
18SS · · · 20 460 120 600 125 0 , 79 " 60.~ 

I 
-;) 

I 
1890 · • · 20 510 120 650 160 0 810 690 
1~96 · · " 20 510 120 61i0 184 O· 810 600 

• I .. '. of tbis. that itlo. the incl'fftle of '8t('1I, ill "nitl hy the le-bRnt, l\l)d i~ pot rerlt't't'ntro hy wlul'. 
I 'Mes. I i 
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The total taxation in. this case is 1841. 
Of this 151. falls upon ground rent (ground rent having been fixed when rates upon 

the premises were 15l.) ,; 145l. upon site value (that is, in 1890, when site rent was 
last fixerl by leasoj; and 24/. upon the tenant's income (that is, the increase of rates 
since 1890, when rent was last fixed). 

The proportions of taxation falling upon the several intsrests concerned are therefore 
as follows :-

(a .. ) On the original grounil value of :35l., a tax of 151. = 88. 7d. in the pound. 
(b.) On tho improved site value of 6.551., Ii tax of 145l. = 48. 5,z. in the ponnd. 
(c.) On the tenant's'income, a tax of 241., for which he r.eceives no equivalent. 
Inequalities are here patent. The taxation of the original ground value may be 

accepted as the price the owner was willing to pay for the deferred value which would 
accrue to him .at the falling in of t,he lease. But the taxation of the improved site 
value not only escapes its legitimate burden of increased taxation, which falls upon 
the tenant, hut doe~ not bear its due proportion of the total taxation, but 01) Iy sl~ch 
a proportion as happens to fall upon it after assessing taxatioil upon the false basis 
of including building value with site value, and after allowing all sorts of relief to 
taxation of site values by other systems of taxation, namely, indirec~ taxati:>n and 
appropriations from Imperial taxation. 

There 1S another important aspee~ in which the present system tells against the 
tenant. Pr,)perty is taxed so unequally that it is allowed to stand for ocoupltion in 
any \londition. Owners of pOOl' or slum property and owners of ordinary villa property 
shirk their responsibilities to an enormous extent. The value which the tenants pay 
for is in respect of a theoretically perfect article; they receive in return a demonstrably 
bad article,· and the excessiye burden of taxation which falls upon site valnes of 
unimproving property is thus shared partly by the owner and partly by inroads upon 
the standard of comfort adopted by tbe tenants. These inroads upon the standard 
of comfort increase until they produce not only strJIcturally bad property but sanitarily 
bad property, and in order to correct this state of things additional taxation is imposed 
under the Public Health Acts; in fact, the proces!! is to throw off legitimate olvners' 
charges at the poorest end of occupied property and re-impose it as a tax upon the 
richer end. This tax would be altogether obviated if site values were properly 
assessed, because owners could then be compelled to let for occupation fit and proper 
houses. 

Question 14.-1 think there are no other proper met,bods of raising taxation for 
local purpose; than by rates on site values. 

Question 15.-The only additional . .observation which I have to make is that the 
question of iucidence of taxation becomes a comparatively simple matter so soon 
as it is recognised that local taxation is the legitimate burden upon site value 
imposed in return for benefits rc.ceived. It is from this point that the consideration of 
the incidence of Impt'rial taxatiOli should stal't. It should not include the iucidence 
of local taxation as a part of th" question. Imperial taxation may be made to fall 
upon the several intere.ts in any manner that is deemed fair and proper without 
having regard to the fact that site value already bears the burden of local taxation. 

Answers by Mr. J. W. S. Callie. 

No. l..-The classification seems a good one as a basis, though it may require to 
be altered, as in Sir Edward Hamilton's Memorandum, in order to find the real 
incidence of the various taxe. upon individuals. 

No. 2.-So far as I can jhr1ge, it is complete. 

No.3.-Yes. I think it is correctly p1ilced. 

• 

No. 4.-~'1.'he Second, Third, and Fourth Canons of Adam Smith are good, but I 
do not think the first has, nece3saI'ily, connexion with justice iu Taxation.· I prefer 
ihe test laid down in Montesquieu's .. Spirit of Laws," Book XIII., Chapter 1, 'Viz., 
" The public revenues are not to be measured by what the people are able, but by what 
they ought to give." 
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, No. 5.-, In regard to this Question, and also to Nos. 6,11, and 12, I agree generally 
With thl\ views laid down in Sir Edward Hamilton's Memorandum as to the incidence 
of taxation. I do not agree, however, with his remarks upon page 52. in regard 
to Imperial Taxation not inflicting any strain upon the community. The Report 
,of the Commissioners upon the financial relations betwoen Great Britain and Ireland, 
while confined to the discussion of the incidence of taxation upon the two countries now 
as compared with what was intended by the Act of Union, proves conclusively, in my 
opinion, that the incidence of th.e.lmporial taxes is most unjust as between dass and 
CluSB. and not merely between country and country. This is owing to the large amount 
raist)d in customs and excise duLies, and'it is only because the people who pay do not 
know that they are paying that it is not more generally objeoted to. Direct taxes 
are grumbled at. The income tax is as keenly felt as' the estate duty. Nor do I 
agree that .. the ratepayers are always demanding to be relieved at the expense of 
thl:! taxpayers." It is more the demand of a small but noisy section than of any 
oonsiderable body of the people. 

No. 6.-(a.) I think the Inhabited House Duty practically falls upon the occupier of 
the house. , 

(b.) It is impossible to say upon whom these fall. It all depends upon the circum
stances. When anyone takes a house or shop he will add the amount of rates to 
the rent in order to find out how much he will have to pay altogether. When, 
however, he has formed a connexion in his busiue3s, he cannot afford to remove 
unless under great pressure, and the increase of rates would need to be very heavy to 
cause him to give notice that he would remove unless the rent were correspondingly 
reduced. The same applies, though in a lesser degree. to the occupier of a private 
house. The higher the ratbs are in any locality, the less people can afford to pay in 
rent, but, when once a district gets inhabited, any increase of rates will be almost 
entirely paid by the occupiers. 

'1'he close connexion between rates and rent and their reaction upon each other, 
hns caused thtl Bureau of Labor Statistics of Illinois, in their Report on "1.'n.xation," 
to clnss groun,j rents-in the American" relit for site," not the restricted Dritish. 
~ense of ~the term-BS "Private Taxes," 'While we may disput.e as to the am!lunt 
of rat~8 that fell upon landowner and tenant, respecth'ely, in any particular place. it 
cannot be disputed that wero any millionaire to pay the whole of the rates of any 
town, provide it with parks, &c., and do all in his power to make it a pleasant place 
to live in, the landowners, as Boon a.q the arrangements with their tenants could be 
ended, would be able to appropriate the whole benefit, in the shape of increased ren tals. 

(c.) I agree with what Mr. Chaplin said, in the House of Commons, on February 27th, 
1891,-" The effect on the (Jand)owner is that if rates are high he gets less rent, and 
if they are low he gets more rent." It is in this EtlnSe only that tho lando'wner can 
be said to bear the burden of rates. 

(d.) These fall upon the owner transferring the property. 
(e.) These fall upon the trader. 
(f.) These fall on the heir of tbe property taxed. 

o No. 7.-Gol1era11y speaking, wbere money is expended in a locality for the 
benefit of tbat locality as such, the taxation ought to he raised for such expenditure 
from that locality; while money expended for the benefit of the nation at large, and 
not for the inhabitants of any locality in particulnr, ought to be collected over the 
whole nation. 'l'hus wat9r. sewers. &c .. are required for the inhabitants of localities 
as such, and the cost ought to be defrayed- from local taxes, while expenditure 
such as for education ought to be a national charge, since the children are educated, 
not because they live in any special locality, but because they are the citizenR of 
the future. and it is to t,he benefit or the nation that its citizens should be t"ducated. 
'1'ho line between the two exppnditures, while dislin(lt at any prticular time, is not 
rigidly fixed. for. with progress the classification may alter. Thus the poor mte 
is a local tnx. but Rhould old age pensions oome into operation, they would, to a 
large extent. supersede Ihe poor rl:!lief. and yct the~e would, in all probability, be 
a nat,ional taX. • 

No. B.-Yes. as far as po~sible, but administrative economy may render it advisable. 
sometimes, th.lt, the expenditure of money for" national" purposes, as defined above 
be left in the hands of the local authoriLies. ' 

No. 9.-(Sec answer to Question 10.) 
1 i 2 
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No.IO.-Yl;ls. Personally, I would make land values the BOUl'Cll of local revenue. I 
would do so becaUse land is different from every othAl' form of property, if indeed, it
any more than the possession of slaves-can be right,ly termed" pI·operty." It is the 
oniy source from which wealth can be produced, and, from whatever roint of vielV 
we look at it, is clearly intended for the use of all, and not mert'ly to be a rent· 
yielding mallhine for a privileged few. By refraining from taxing la~d value3,.we 
allow a landowner, if he trunks fit, to prevent the people having access to the usc of 
" his land." 

The full case for the taxation of land values cannot be gone into in.connexion with 
taxation alone, for the social results are as great a.s the fiscal ones. Bllt, even from 1he 
taxation point of view, land values seem the natural source from whicllto raise the 
revenue for the public needs. ,Especially is this the case in regard to local taxation, 
since this local expenditure, in almost all cases, increases the value of the land in the 
locality. 

The need for local taxation only aIises with the growth of population. The greater 
that growth, the 'greater the need for local revenues. But as that growih increases so, 
step by step, the value of the land increases also. N or is this value caused by the owner 
of the land. If it were, it would not be fair to tax it especially.lt is created solely 
by the presence and industry or the people,and would exist even though there were no 
landowner, as such, in existence. Take away the landowner; still the land value 
remains; but take away the population and leave the landowner, and the value has gone. 
Therefore, in taxing land values, we are not taking away from the landowner anything 
that he has produced. We are inflicting no harm upon him. . 

But, when the representatives of the community refrain from taking for the communal. 
needs the value created by the community that attaches to the land, they are, thereby, 
inflicting a grievous wrong upon all, especially upon the poorest classes. The people are 
doubly taxed; first, they pay to the landowner that which would pay all their local 
needs, and, secondly, they have to pay another tax to the local anthority .. 

The desirability of taxing land values is now being urged by a large section of 
the people, and feeling that the Members of the Royal Commission on Local Taxation 
would like to have the best exposition of the grounds upon which it. is urged, I 
lmV'e respectfully taken the liberty of appending the following summary of reasons, from 
the pen of one who has been the leader in thiR agitation; I refer 1;0 the late 
Mr. Henry George. It wall written for the" Financial Reform Almanack" by him .in 
response too. request for a definitestatemeni of his reasons for urging this tax. 
Pdrsonlllly, I entirely agree with these reasons, nor have I seen in the criticisms of 
Professor Seligman, the late Profess"r Thorold Rogers; or any of the opponents of this 
method of taxation-though Professor Thorold .Rogers can hardly be said to be an 
opponent of Mr. George's views-anything to shake my belief in its justice or 
advisability. 

I would point out that the Financial Reform Association, of which I am Secl'etary, 
though in favonr of the principltl "of the taxation of land values and of opinion that 
it should be immediately applied for local purposes, in place of the vicious system of 
grants-in· aid, is not in any way committed to that or any other form of taxation being 
the sole source of revenue. 

The remaining questions are, I think, dealt with, as far as I can, in the reply to 
No.5. 

J. W. S. CALLIE. 

EXTRACT referred to in No. 10 . 

. I shall briefly state to the readers of the" Financial Reform Almanack" the 
fundamental principles of what we who advocat!l it call the single tax. 

We propose to abolish all taxes save one single tax levied on the valua of land, 
irrespective of the value of improvements in or on it. 

Whnt we propose is not a tax un real- estate, for real estate includes improvements. 
Nor is it a tax on land, for we would Dot. tax all land, but only land having a value 
irre,~pective of its improvements, and would tax that in proportion to that value. 

Our plan involves the imposition of no new tax, since we already tax land values in 
taxing real eatate. To carry it out we have only to abolish all taxes save the tax all 
real estate, and to abolish all· of that which now falls on huildings or improvements, 
leaving only that .part of iP which now 1al~ all ~he value of the bare land. This we : 
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would increase so as to take M nearly as may be the whole of the economic rent, 
or what is sometimes styled the" unearned increment of land values." . 

That the value of the land alone would suffico to provide all needed public revenues 
-municipal, county, and national-there is no doubt. 

From the single tax we may expect these advantages;-
1. It would dispense with a wbole army of tax-gatherers and other officials which 

present taxes require, and place in the treas11l'y a much larger' proportion of what 
IS taken from the people, while, b1making government simpler and cheaper, it would 
tend to make it purer. It would get rid of w,xel< which necessarily prc.mote fraud, 
perjury, bribery; aud corruption, which lead· men into temptation, and which tax what 
the nation clln least ·atrord to spare, honesty and conscience. Since land lies out of 
doors, and cannot be removed,und its value is the most readily ascertaine.i of all 
values, the tsxto which we would resort can be collected with the minimum of 
cost, and the least strain on public morals. 

2. It would enormously increase ,he production of wealth-
(a.) By the removal of the burdens that now weigh upon industry and thrift. 

If we tax houses, there will be fewer and poorer houses; if we tax machinery, 
there will be less machinery; if we tax trade, there will be less trade; if we 
tax capital, there will be less capital; if we tax savings, there will be less 
saving. All the taxes, therefore, that we would abolish, are taxes that repress 
industry and lessen wealth. But if we 1ax land va.lues there will be no less 
land. 

(b.). On the contrary, the taxation of land values has the etrect of making land more 
easily available by industry, since it makes it more difficult for owners of 
valuable land. which they themselves do not care to use, to hold it idle for a 
larger future price. While the abolition ·of taxe!! 011 labour and the products 
of labour would free the active element of production, the taking of land 
values in taxation would free the passive element by destroying speculative 
land values, and preventing the holding out of use of land needed for use. 
If anyone will but look around to-day, and see the unused or but half-used 
land. the idle labour, the unemployed or poorly employe<l capital, he will get 
some idea of how enOl'mous would be the'production of wealth were all Jihe 
forces of production free to engage. 

(c.) The taxation of the processes Bnd products of labour on the one hand, and the 
. insufficient taxation of land values on the other, produces an unjust distribu

tion of wealth whioh is building up in the hands of ·a few fortunes more 
monstrous than the world has ever before seen, while the masses of our 
people are steadily becoming relatively poorer. i'hese taxes nece~sarily fall on 
the poor more heavily than on the rich; by increasing prices, they necessitate 
larger capital in all businesses, and, consequently, give an advantage to large 
capitals; and they give. Bnd in some cases are designed to give, special 
advantages and monopolies to combinations and trusts. On the oth,,}' hand, 
the insufficient taxation of land values enables men tq make large fortunes by 
land speCUlation and the increase in ground values-fortunes which do not 
represent any addition by them to the general wealth of the community,. but 
merely the appropriation by some of what the labour of otherij creates. 

This unjust distribution of wealth develops on the one hand a class idle and 
wasteful beoause they are too rich, and on the other hand a class idle and 
wasteful because they are too poor; it deprives men of capital and oppor
tunities which would make them more efficient producers. It thus greatly 
diminishes production. 

(d.) The unjust distribution which is giving us the hundred-fold millionaire on 
the one side and the tramp am} pauper on the other, generates thieves, 
gamblers, social parasites of all kinds, and requires large expenditure of 
money and energy in watchmen, policemen,. courts, prisons, and other means 
of defence lind repreesion. It kindles a greed of gain and a worship of 
wealth, and produces a bitter struggle for existence which fosters drunkenness, 
incl'Cases insanity, and causes men whose energies ought to be devoted to 
bonest production. to spend th .. ir time and strength in cheating .and grabbing 
i'rom each other. Besides tile moral loss, all this involves an euormous 
economic loss which the single tax would save. 

(e.) The taxes we would abolish fall most heavily on the poorer agricultural distriots, 
and thus tend to drive popUlation aud wealth from them to the great cities. 
The tax we would increase would destroy. that monopoly of mnd which is the 
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great cause of 'that distribution of population which ·is crowding peqple too 
closely togEl~e~ in. some, places and scatter~ng . t~em too far apart in other 
places. , FamIlies hve on ~op of one another III CItIes because of ,the ~nql'mous 
speculative prices at whICh vacant IC?ts are held. In the country they are 
scattered too far apart for' social intercourse and convenience, because, instead 
of each taking what laud he can use, everyone who can grabs al1 he can get, 
in the hope of profiting hy the increase of value, aucl the next man must d)ass 
,farther on. Thus we have scores of families living under a single roof, 
and other families living in dug-onts on the prairies afar from neighbours
some living too close to each other for moral, mental, or physical health, 'a~d 
others too far separated for' the stimulating and, refining influences of' 
society. The wastes in health, in mental vigour, and in' nnnecessary 
transportation result in great economic losses which the single tax would save. 

Answers by Mr. C. P. Sanger. 

AnsWe1' to Questions 1, 2, 3.-. Before ,proceeding to classify Imperial taxation, it 
would be well, in the first place, to define what ,til meant by taxation, and, in the second 
place, to determine what items of the Imperial revenue fall within this definition. We 
shall tben have a list of items of Imporial taxation which we wish to classify. 

At the outset we are met with a difficulty in the·use, of the words ".taxati«;m'" and 
" tax." They are used in both a broad and a narrower sense. Sometimes the word 
tax is used in contradistinctioI! to the words" rate," " duty," " Government profit," and 
the like, and such distinction has hail considerable historical importance; on the other 
hand, as in the expression" Imperial taxation," the word tttjtstion is used to cover, not 
only taxes, but aiso duties aud other exactions of the Imperial Government. It would 
therefore, I th'ink, be convenier.t to have some word other than" tax" when we mean 
to use it in an extended sense; and, with great diffidence, I venture to suggest 
the, expression" Public burden." The phrase is an awkward one, but it'is useful in so 
far as it reminds US that a tax, rate or duty is essentially a burden, and tbat, in so far 
as it is not a burden, it should be omitted from our classitication. It also is wide enough 
to sweep in such, items as the large profit the Govel'Dment makes by ihe Postal 
monopoly, which' is not conveniently called a tax,and yet is burdensome. Further, 
it would be well to restri.ct our inquiries to those burdens whose incidence is on the 
inhabitants of the United Kingdom, and also to exclude froUl our consideration, so far 
as possible, those burdens which are nob really burdens, but fees for services rendered, 

Public burdens are called Imperial when the.v fall on the inhabitauts of the U'nited 
Kingdom,,And are collecied by a central authority. This use of the word Imperial is 
most curIous, but appears to be sanctioned by usage. They are called local if exacted 
only from a portion of thli United Kingdom. ' , 

The first question to be settled is, " What are the Imperial public burdens in a given 
year ~ " To answer this we turn to the public accounts. It is practically certain that 
the items of rcc~ipt umler the heads of Customs, Excise, Death Duties, Stamps, House 
Duty, Property and Income Tax represent public burdens; and that, on the other hand, 
the receipts fI'ODl Crown lands and Suez Canal shnres, do not. 'The difficulties begin 
when we consider the Land 't'ax, the Post OfficQ profits, an,t the miscellaneous items. 
There are also the appropriated items, In Sir A. Milner's Memorandum the 
appropriated and miscellaneous items are neglected. It is very hard to say bow far 
this is correct: That it is not strictly correct is, I think, obvious; but after considering 
the details, I find that, in my 'opinion, mnstor these items are not public burdens, 
and therefore I agree in omitting th~m. I cannot help thinking, however, that it is 
a stop which should not be taken Ilxcept after the wost ·careful consideration. 

WIth regard to the Postal profits, they are most clearly a burden. 1£ the Post Office 
was csrri~d on i~ such a way that it only just made a profit, I do not see that anyone 
could feel aggrIeved. The Government, however, use their monopoly to make an 
enormous profit; this profit is a burden. 

With regard to the Unredeemed Land Tax, I cllnnot seo how it can possibly be 
considered a burden. When land is convoyed, enquiries are always made as to the Land 
~'ax:; and the purchaser knows that he is buying the land subject to it (if it is 
u1l'I'edeemed). If the Unredeemed Land '1'ax is included, I canuot see why, on the one 
band, anyone who bas obtained money under a residuary bequest from a person who 
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in his lifetime redeemed' some land tax, should not be now considered to' pay land tax; 
or why, on the other hand, any rentcharge issuing out of l:l.lld should not be considered 
to bE! a public burden. 

I therefore propose to amend Sir A. Milner's list of Imperial public burdens by 
omitting the item of Land Tax. 

It is useless to discuss. the classification given in Table D. in an abstract way. The 
object of it is presumably to ascertain what proportion of the Imperial public burdens 
are levied iii respect of rateable property. If this is the sole object, it would be 
simpler to classify Imperial public burdens merely into those in respect of rateable 
property, and I,hose which are not. 'I'hat is, I should keep column (1) as it is, and add 
the second, fourth, fifth, and sixth columns together, omitting the third column. This 
would simplify the Table, and avoid many subtleties. If, however, the Table has some 
further object beyond the one I have supposed, I cannot think that the classification is 
a very useful or happy one. No doubt it is easy to criticise any form of classification 
for our Imperial public burdens, yet I cannut but think that the classification proposed 
is open to at least as much criticism as any that has heen suggested. SlIppose, for 
instance, we are discussing the equity of our public burdens, it would be most important 
to disting;)ish betw~en taxes on transferring property-that is, in carrying on a business, 
and taxing people for owning property- that is, because they are rich. This distinction 
is lost sight of in Table D. Or, again, what is property? Dntil we have distin
guished property frQm commodities, the distinction between." incidental to property" 
and" ill respect of commodities" is likely to be no distinct,ion. As, however, the terms 
of reference of the Commission do not refer to the equity of our system of Imperial 
public burdens, except in f!0 far as the receipts ar6 paid over to local authorities and 
for local purposes, no good can be done by insist.ing on the difficulties incidental to the 
proposed classifioation. Nor, again, is it worth while to criticise the detailed figures 
until the precise meanings of the headings of the differunt columns are settled . 

. A'I'"swer to Question 4.-In the first place, I think it bette; to consider the system 
of taxation as a whole, and not to discuss in too great <letail the fairness of each 
individual. tax. Then, taking the system as a whole, we should aim at securing that 
classes of people of about the same income sltould pay about the same amount of taxes 
irrespective of their local position, their sex, the kind of property they possess, and, 
within certain limits, their general habitll. TheIl people with different incomes should 
be taxed so as to make the sacrifice of each about the same. In our present state of 
knowledge W6 cannot lay down any certain rules for this, and therefore it is better to 
tuko the lJrinciple of Adam Smith and Bcrnonilli that (subject to a possible deduction 
fro~n all incomes) the taxation should bll proportional to the income. ]3ut one further 
proviso shoull!, I think, be ·made that not the actual income .carned, but the capitalised 
value of the probable income is a better measure of taxable capacity. In so far as 
certain taxes are put on for moral, and not financial, reasons, they should be considered 
af! fines, and not taxes. It is however, I think, of the utmost importance to consider in 
the first place what taxes are re~y burdens, and to apply the above tests to snch 
bnrdens only. ·rhose taxes or duties which are either in the 'IIatnre of fees for f!pecial 
services rendered, 01' are in the nature of tines, Dlust be tested by other considerations. 
In considering the equity of fees for special services I'endered, I think the State should 
act as if it were a pnblic company dealing..in the commodities or sArvices sold and 
subject to competition from similar public companies. Taxes in the nature of fines 
should be judged by the same principles ~if any) as the other forms of punishment 
CUITent in the country. 

An,.weT to Question.~ 7 and B.-The difficulty in deciding whether a public burden 
Hhould be local or Imperial is not, I think, so much one of laying down a criterion, 
but of applying any criterion that we may adopt. In a few cases there is no difficulty .. 
Probably everyone wonld admit that the cost of tho Army and Navy should be an 
Imperial public burden, and that, on the other hand, tho cost of (say) lighting the streets 
of a town should be a local public burden; but most of the cases that occur are 
intermediate ones. If a matter is really local, I think that the policy of giving Imperial 
grants-in·aid of it is most dangerous and objectionable. If, on the other hand, it is 
Imperial !'ather more than local, as education, there is, I think, much to be said in 
favour of Imperial grants supplemented by local public burdens and managed by local 
management. 'fhe besL test in these cases appears to me to be one merely of adminis
trative efficiency, and not of thE' equity of the burden 8S between the Imperial and 
local funds. Many matters are practically matters of Imperial interest, and yet are 
clearly bettor administered locally. In these cases local management with no local 
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burden .mlght 1ead to wasteful. expenditure, ··and therefore soIileparl of the burden 
should be borne locally. How much is to he deterJll,ined by experience. If an increase 
of the local burden wonld create a more efficient'maiJagement, I should say that the 
local burden should be increased; if not, that t.he local burden is sufficient. 

Broadly speaking, therefore, the present sY5teni of Imperial doles must be continued; 
but the local and Imperial contributions to any undertaking should be most·carefully 
slIparat.ed, and the question oftha relative amounts of t.he local and Imperial contributions 
should be fixed in each case so aa to obtain all much efficiency in management as 
possible. 

Answer to Question 14.-Possibly the Inhabited House ]Juty could be mado a local 
·burden. . . 

. .Answer to Question I5.-Referring to page 37 of'Sir E. W. Hamilton's Memorandum, 
I doubt whether the distinction he draws between .. onerous" and" beneficial" rates is 
a very useful one. If the I)e!:.efit is one not obtained by a special person or persons, 
but by the locality generally-such as lighting the streets-it may be beneficial, and 
yet be properly called a local burden.' . 

In England the receipts of the local authorities may be classified 8s follows:-
1. Public rates.' . .' '. 
2. Government contributions (including receipts from local taxation account). 
3. Tolls; duties, and dues. . 
4. Receipts from property and sales of property. 
5. Fines, fees, and licences. 
6. Revenue from waterworks, gasworks, markets, &c. 
7. Repayments from private improvement works. 

We want to know which of these items are burdens, and I think that sufficient 
accuracy is obtained if we say that itetn 1 is a local public burden, item 2 an Impedal 
public burden, items 3-7 not burden8 at all, but fees for special services rendered. 
Again, in Ireland the receipts from rates may be classified thus :- . 

1. Grand jury cess. 
2. Poor rate. 
3. Town taxes. 
4. Belfast water ra teo 
5 .. :Rutland Square tax. 
6. Dublin Police taxes. 
7 •. Dublin Port and Docks Board taxes. 

Of these, I think, we may take 1, 2, 3, and 6 to be burdens; 4, 5, a~d 7 not to be 
burdens. • 

C. P. SANGER .. 

• 
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