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INTRODUCTION

The present enquiry has been undertaken at the request of the
National Institute of Economic and Social Research and under the
auspices of that body. Its object, expressed in simple terms, is to
estimate how much was paid in taxation, in 1937-38 and in 1941-
42, out of cach of a range of different incomes. So far as income
tax and surtax are concerned, such a calculation presents few
difficulties. But for all other taxes, a number of complicated and
difficult calculations and estimates are necessary, as the following
pages will indicate. These difficulties presumably explain why the
calculation has been so infrequently. attempted. The pioneer esti-
mate was that contained in the Presidential Address of Sir Herbert
{now Lord) Samuel to the Royal Statistical Society in 191g; the
most authoritative calculation is that contained in the Report of the
Commitiee on National Debt and Taxation, usually known as the Col-
wyn Cominittee, in 1927. Since that date, great changes have taken
place in the burden of taxation. In particular, the outbreak of war -
has entirely transformed the scale of taxation; a much larger frac-
tion of the national income now passes through the Exchequer than
ever before. To state that fraction accurately would involve a dis-
cussion of the basis of estimates of the national income. But without
any pretence to precise accuracy, it can be said that, while in
1913-14 only some 6 to 8 per cent of the net national income was
raised in national taxation, and in 1925-26 (the last year to which
the Colwyn Committee’s calculations refer) some 17 to 19 per cent,
by 1941—42 the revenue of the Exchequer alone (that is, excluding
not only local rates but also a number of compulsory levies which
do not flow into the Exchequer) may well prove to have been
about 30 per cent of the net national income.”- In these circum-
stances, the necessity for ascertaining the burden of taxation on
different incomes, as a preliminary to forming a judgment on the
equity of the existing system of taxcs, is redoubled.

1 Since the above was written, the appearance of the official estimates of the
net national income (in the White Paper entitled ‘An Analysis of the Sources
of War Finance and an Estimate of the National Income and Expenditure, in
1938, 1940 and 1941°) has revealed that the ordinary tax revenue of the Ex-
chequer in 1941-42 amounted to 30-96 per cent of the net national income in

the calendar year 1941. Government expenditure, expressed as a percentage of
the national income, was much larger.
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The primary object of this enquiry was, therefore, to bring up
to date the estimates of previous enquiries. It has proved possible,
however, in some particulars, to enlarge on the previous methods
and to present a more comprehensive picture of the burden of
taxation than has been done¢ before. The picture is not yet, how-
ever, quite complete; it covers at least three-quarters of the levies
that the community imposes on its members, but we have not
been able to allocate the remainder to the incomes that bear it.
The most important of the omissions, and the one that it should
be possible to remedy with the greatest approach to accuracy, is
the burden of local rates. But this awaits a considerable volume
of preliminary research which we have not been able to undertake.

The assumptions on which the calculations have been based,
and the limitations to which the results are subject, are fully set
out in subsequent chapters. Two cautions should, however, be
mentioned at the outset and borne in mind throughout the book.
The first 1s that the estimates relate solely to the burden placed on the citizen
by the finances of the State; they take no notice of the advantage he derives.
Before any judgments in equily are enlered, boih sides must be considered.

The second caveat relates to the accuracy of the figures. The
blirden of income tax and surtax can be assessed with tolerable
precision—though, even here, there are more qualifications than
might appear at first sight. The burden on any particular income
of every other tax can be assessed only with the aid of certain
assumptions and approximations, and the results, accordingly, are
subject to a greater or less margin of error. Although the results are
printed with an air of precision it must be very clearly understood that all
of them are approximate. They are not exact figures, but more or less close
indications of the orders of magnitude involved.

The Report is divided into two parts. The first deals with the
definitions and the main assumptions underlying the Report and
summarizes the results obtained. The tables and charts at the end
of Part I, on pp. 38-70, contain the detailed results., Part TI
consists of twelve chapters on the individua! taxes. The methods
of calculation are there set out in great detail.

Although we accept full responsibility for the results, it is only
fair to state that we have received the greatest assistance and advice
from various Government Departments, notably the Treasury,
the Board of Inland Revenue, the Board of Customs and Excise,
the Ministry of Labour and National Service, the Ministry of
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Health, the Board of Trade, the General Post Office, the Ministry
of War Transport, the Petroleumm Department, the Ministry of
Food and other Departments. We have had great assistance from
Chambers of Commerce and from unofficial persons of all classes.
Without this expert assistance, the results in this Report would
have been incomplete.

There remains the duty of personal acknowledgments. Apart
from the many eminent Civil Servants who are covered by the
anonymity of their Service, we wish to place on record the debt
of gratitude that is due to Mr Henry Clay, Chairman of the
Council of the National Institute of Economic and Social Research,
to Mr Geoffrey Crowther, Chairman of the Special Committee
of the Institute appointed for this enquiry, to Professor J. R. Hicks
and Mr Nicholas Kaldor, members of the Committee, and to
Mrs F. S. Stone, Acting Secretary of the Institute. Thanks are also
due to the officers of a number of Chambers of Commerce, Trade
Associations and private firms, and to many non-official experts.
Members of the Department of Economics, University College,
Exeter, including Mr J. Sebag Montefiore, M.A., Miss Margaret
Roger, B.Sc., and Miss V. A. Clark have, during the enquiry,
served its interests with conspicuous efficiency and a zeal par-
ticularly their own.



PART I

CHAPTER 1. THE BASIS OF THE ESTIMATES:
DEFINITIONS AND ASSUMPTIONS

1. The first necessity is to define what is meant by a tax. A tax
is sometimes narrowly defined as a compulsory contribution to
Public Authorities to meet the expenses of Government which have
been incurred for the general good; so defined, it excludes contri-
butions, however compulsory, which are made in return for, or in
the expectation of, specific benefits. It can, however, be more
broadly defined as a compulsory contribution to public funds
regardless of the presence or absence of a specific quid pro quo.
By this definition compulsory contributions in connection with the
social services are regarded as taxes. The same difficulty arises
with regard to fees charged for special services which people are
compelled to accept, whether they will or not—especially when
the fees are more than the cost of the service rendered or where the
possible service rendered is absent. The motor licence duties are
an cxample. These duties have become a fruitful tax paid by a
group of people who benefit by a certain type of governmental
activity, the upkeep of roads; but the yield of the duties has for
many years been much greater than expenditure on the roads.
When fees shade in this manner into taxation, it is difficult to
distinguish them clearly from taxes. Similarly, Post Office net
revenue—that is, what remains after paying for the cost of running
the Department—should properly be regarded as taxation. For
the purposes of this enquiry, the most logical and convenient course seemed
to be to tnclude any compulsory contribution fo public funds, raised from
the public, as a tax.

2. The next problem is that of incidence. A tax may not be
borne by those who pay it in the first instance. The beer duty,
for example, is paid by the brewers, but it is passed on by them,
in whole or in greater part, to the drinkers of beer. In other cases,
the process of ‘shifting”’ is more difficult to analyse, and a con-
siderable part of the science of public finance is concerned with
discussions of the incidence of taxation. The eflects of taxes may

SR



2 THE BASIS OF THE ESTIMATES

reach even further than their incidence; an increased duty on beer
might conceivably lead to reduced expenditure on bread. Thus,
in this case, the tax would be collected from 4, the brewer; its
incidence would be on B, the beer drinker; and its effects would
fall on C, D and E, the baker, the miller and the farmer. In this
enquiry, the Gordian knot of these complications has been cut.
It has been assumed that the burden of taxation is borne as it is intended
to be. The direct taxes, such as income tax, surtax and employees’
social insurance contributions, are assumed to be borne by the
payer. The indirect taxes, such as those on the consumption of
sugar, tea, tobacco and alcoholic drinks, are assumed to be
shifted by the payer and borne by the consumer. In the case of
death duties the incidence is assumed to fall on the estate, in the
manner explained in Chapter vi. Protective customs duties are
assumed to be paid by the consumer and not by the “foreigner’.
Taxes falling on production in general, such as the duty on in-
dustrial petrol and employers’ social insurance contributions, are
taken to be shifted on to the consumer. Taxes on business profits
are assumed to be a burden on the income of those who own
business capital (although, as will be seen, it has not been found
practicable to allocate these taxes to specific incomes).

3. This interpretation of incidence settles, for the purposes of
this Report, the question of which taxes should bc regarded as
direct taxes and which should be regarded as indirect taxes. The
former include income tax and surtax, death duties, employees’
social insurance contributions, and also the taxes on profits. They
are Jargely, though not entirely, identical with the Inland Revenue
duties. Indirect taxes include practically the whole field of Customs
and Excise duties, the motor vehicle duties, Post Office net revenue,
employers’ social insurance contributions, the greater part of the
stamp duties and rates {which it has also proved impossible to
allocate). In this Report, * gross income’ means income before any taxes
are paid. ‘ Spendable income’ means income after the payment of direct taxes
(including provision for death duties). ‘ Net income’ or ' free income’ means
income remaining after paying all taxes.”

4. British income-tax law differentiates between earned income
and unearned, or investment, income. In this enquiry, the burden

T An excepiion is made in Chapter vi (death duties), where net income is
used in the sense of gross income minus direct taxes.
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of taxation on the two extreme cases, fully earned and fully invest-
ment income, has been calculated. Previous enquirtes, including
that of the Colwyn Committee, have also given calculations for
haif-carned and half-investment income. But this category has no
more basis in reality than the two extreme cases, and as the adjust-
ments, which relate only to income tax and death duties, are easily
made, the halfway category has been dropped in this Report. The
actbal distribution of incomes shows that in the lower ranges a
very large proportion of the total is earned income. For example,
in 1937-38 over go per cent of the total of incomes in the £200—
£250 range was earned income. The percentage of the whole
represented by earned income decreases somewhat rapidly as the
range of incomes rises. At £500-£600 it is 73 per cent. At
£1,000-£1,500, 57 per cent, and at £2,000-£ 2,500, just above the
surtax level, it is under 50 per cent. Over £50,000 less than 20 per
cent of the total amount of incomes is earned income. It is thus
possible to work out the average proportion of earned and un-
earncd income within each range of total incomes, and Table 13
on p. 57 shows the tax burden for the year 1937-38 on these
‘average’ or ‘representative’ incomes.:

5. The family in this enquiry is the tax-paying family and not
the social family or household. The distinction would be very
simple if it could be said that the tax-paying family consists of the
people who are dependent on a single income, while the social
family may include several incomes if more than one member of it
is earning or has an investment income. This is, in fact, the broad
distinction; but it is complicated by wives” incomes. In income-
tax law, the incomes of husband anmggregated and
treated as a single income; a tax-paying family may thus include
two incomes, but only if the owners of those two incomes are
mairied to each other. Children are not included in a tax-paying
family unless they are under 16 years of age or have no, or very
insignificant, independent incomes. A husband and wife, both
working, with two earning children and two dependent children
are six persons, four earners and three tax-paying families, but
often only one social family or one household. The difference is
made very clear by comparing the structure of the tax-paying
family of] say, four members {the type used in the present enquiry)
with the structure of the average working-class family, as ascer-

-2
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tained by the recent Family Budget Enquiry of the Ministry of
Labour relating to industrial households.” The figures are as

follows:
Tax-paying family Average actual
of four members  social family

Average number of persons per household 4 377
Children under 14 years 0g9

Males 14 and under 18 years } 27 0-15} 130
Females 14 and under 18 years 016

Males 18 years and over i 122
Females 18 years and over X 125
Average number of wage or salary eamers 1? 175

per household

' Under 16, or without independent income.
* Or 2, provided the second is the wife or husband of the first.

It may be noted that the total burden of taxation has been
calculated in this enquiry on a tax-paying family of four (namely,
husband, wife and two children), while previous calculations re-
ferred to a tax-paying family of five (husband, wife and three
dependent children). The new basis has been necessary because
of the fall in recent yvears in the size of the social family—and,
therefore, presumably in thé size of the tax-paying family. Indeed,
a family of four is still above the average, as the Census of 1931
showed the size of the social family to be 3-78 and it has been esti-
mated for 1941 at 3-52. The percentage distribution of families
according to their size was estimated for 1937 from the Census
of 1931 as follows:?

Size of family  Percentage _ Size of family Percentage
(number of of all {number of of ail
persons) families persons) families
I 71 5 12-1
2 22'7 6-7 105
.3 248 8 or more 32
4 196 100'0

The Family Budget Enquiry of the Ministry of Labour relating
to industrial households shows an average of 3-77 persons per
houschold for 1937-38. Another survey of family budgets of persons
working in offices shows an average of 3-45 persons per household
for 1938-39. It is unlikely, however, that the size of tax-paying
families varies greatly in relation to income. It is more likely at

1 Ministry of Labour Gazette, December 1940, pp. 300-5.
2 The Home Market (George Allen & Unwin Lid., London, 1939}, P. 59
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the lower than at the upper end of the scale that the social family
includes more than one tax-paying family.

In order to take account of the great variations in the size of
family, the burden of some of the taxes—those which may be classi-
fied as unavoidable—has been calculated for five sizes of tax-paying
families. When the burden of the taxes on these tax-paying families
has been arrived at it is not difficult to estimate the burden on
social families of the same size. Thus a social family of six (father,
mother and four children), where the father earns £200 a year
and two of the children earn £100 a year each, bears a burden
equal to that of one tax-paying family of four persons and two
tax-paying families of one person each. This involves the assump-
tion that the consumption of tea and sugar {the duties on which
are regarded as unavoidable taxes) does not change when two or
more tax-paying families are amalgamated into one household.
The assumption is arbitrary; but the resulting error is almost
negligibly small. It is not possible to estimate to what extent the
burden of the avoidable taxes—of which the largest are those on
tobacco and alcohol—varies between different-sized families of the
same income for the reason that consumption depends as much on
the taste of the consumer as on the number of persons in the family.
It is probably true that the fathers of large families smoke and
drink less than single men, but it is impossible to estimate, and
difficult even to guess, how much less.

6. Income in this Report refers in every case to the statutory
income as computed for income-tax purposes (except that in
Chapter vz the corresponding burdens are also shown for im-
puted incomes). The levels chosen are roughly identical with
those of the Colwyn Committee, viz. £100, £150, £200, £250,
£300, £350, £500, £1,000, £2,000, £2,500, £5,000, £10,000,
£20,000 and £50,000. As compared with the Colwyn Committee’s
figures, more middle-class income levels were taken and a few
higher incomes have been added up to £50,000. The number of
incomes over this level (£50,000) in the year 1937-38 was only
416. The lower limit of £ 100 does not cover all the wage-earning
families, nor does it cover the considerabie number of families
living on Unemployment Benefits, Public Assistance, Old Age
Pensions, and Hm per annum.

The distribution of families into income grades is of some
interest in interpreting the results of this enquiry. The following
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table shows an estimate of the distribution and refers to the year
1937+

Estimated per-

centage in each

Income of the chief earner of the family income group
Less than {130 {{2. 10s5. a weck) 357
Less than £208 (£4 a week) but more than £130 37-8
Less than £520 (£i10 a week) but more than £z08 21-3
£520 and more . 52

In the absence of authoritative and more detailed estimates of
the number of families in each income group, it is not possible to
allocate the total yield of taxation among different income groups-——
that is, to say how many million pounds are raised from families
of a given income level.

Limitations of the Calculations.

4. We now turn to the limitations of the calculations. Those
which apply to individual taxes or groups of taxes are set out in
the relevant chapters of Part IT and, in some cases, summarized
in Chapter 1. There are, however, some of more general character
which should be mentioned here. The first of these is the simplified
interpretation of incidence. It does not seem probable that any
significant error is involved in the calculations by this procedure.
It is, however, necessary to enter a caveat in this connection.

8. In the second place, it is necessary to emphasize clearly the
assumptions made in the calculation of the burden of dutiable
goods and services. There is no difficulty in calculating the burden
of the direct taxes, but when it comes to the burden of indirect
taxes, this depends on the amount of dutiable goods and services
used, and the duty paid on them. This information is not available
and can only be estimated by the methods explained in Part IIT
of this Report, With the assistance of family budgets a fairly reliable
estimate can be made of the consumption of essentials, such as
tea and sugar, and the duties payable on them are not difficult
to calculate. It is when we come to the estimates of non-essentials,
such as tobacco and alcoholic drinks, and the duties payable on
them that the estimates have to be based on several assumptions,
In calculating the consumption of tea and sugar use was made of all
the Family Budget Surveys available and, fortunately, there have
been, in recent years, several Surveys of this nature. A list of these
1 The Home Market (George Allen & Unwin Ltd., London, 1939}, p. 65.



DEFINITIONS AND ASSUMPTIONS 7

is given on pp. 104—5". For tobacco, the results of a detailed enquiry
into smoking habits were used and non-official expert opinion was
available. In the case ofalcoholic drinks, there is very little informa-
tion available and the estimates are, therefore, somewhat less
reliable than the others. Nevertheless, we had official and non-
official assistance at every stage. Moreover, in addition to family
budgets and other information available, there were data on total
national consumption and total national yield. These were taken
into account in the distribution of the tax burden among the
different classes of the people.

In some cases it has been thought to be unrealistic to attempt
to make an estimate for each income in the range, and the estimates
have been confined to three: for lower income groups, middle
income groups and higher income groups. The allocation of specific
incomes to these groups is not easy, owing to the overlapping be-
tween the higher strata of the working classes and the lower strata
of the middle classes. War-time conditions push these limits up-
wards and an income of £ 300 could be put into the lower incom
group, while an income of £350 could probably be put into the
middle income group. Similarly, it is not possible to define clearly
the boundary between the middle and higher income groups, but
this is probably around £1,000, although in all calculations the
boundaries have not been interpreted rigidly. There is a further
difficulty in taking the figures for the burden at different income
levels as representative of all incomes on that level. The tax
burden will differ from family to family at the same level of in-
come, not only on account of the size and composition and social
grade of the family, but also on account of the place of residence
and the occupation of the earning members. Differences, for
example, in the consumption of tea, sugar and alcoholic drinks
by industrial and agricultural households are pointed out in
the appropriate chapters. The results are, on the whole, more
representative for the industrial and urban population than for
the remainder of the community.

9. A third limitation of our estimates is that thevalue of the bene-
fits of public expenditure has not been deducted from the figures
showing the burden. The tax burden is strongly influenced by the’
character of public expenditure. Some public expenditure benefits

1 Vide also footnote on p. 208,
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all classes alike, such as expenditure on defence and on administra-
tion. On the other hand, other expenditure may benefit certain
sacial groups or classes, the most obvious example being the
amount spent on social services, In order to give a complete
picture of the effect of public finance on individual incomes, the
estimates of this Report would have to be complemented by a
similar calculation of the benefits conferred on different income
groups—an undertaking that would raise a number of theoretical
and practical difficulties.

10. The fourth limitation of the figures is that the taxes whose
burden has been allocated among the various incomes do not
cover the whole field. For 193738 nine-tenths of the revenue of
the Exchequer is covered, and for 1941—42 four-fifths. Taking all
compulsory contributions into consideration—and not only revenue
of the Exchequer—the field covered by the present enquiry
amounts to 82 per cent of all compulsory contributions for 1937-38
and nearly 70 per cent for 1g41-42. The most important items that
have been excluded from the present enquiry are the taxes on
business profits and rates on dwelling-houses. Further reference is
made to this in Chapter .

11. In interpreting our results, it should be noted that we
measure the money burden only and not the real burden. In other
words, the calculations show the proportion of the money income
taken in taxation at different income levels in the selected years.
No allowance is made for changes in the income of different social
classes from one period to another. It might happen that the pro-
portion taken from incomes in all levels increased from one period
to the other, but if incomes at the same time increased to an even
greater extent, the income left after taxation at the disposal of
the same families, or individuals, would be greater, in spite of the
increase in the money burden of taxation. A calculation of changes
over time in the real burden of taxation would thus have to take
into account the changing structure of incomes. There is also the
familiar point that it is impossible to evaluate the real sacrifice
of different social classes or of different individuals in the same

social classes, or of the same individual at different times, solely in
terms of sums of money.

12. Another factor of importance arises out of the assumption
which has necessarily been made that the monetary burden of a -
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tax is equal to the sum of money collected. In the case of indirect
taxes this may not be true. It may not be possible accurately to
translate a change in duty into a change in retail price, and the
purchaser may sometimes pay more than is collected in duty.
A similar point arises when the imposition of a protective duty
permits an increase in the price charged not merely on the quantity
imported but also on the quantity made at home. In addition to
the sum which comes into the Exchequer, a further sum is, in
effect, being compulsorily levied by the State from the consumer
and handed over to the domestic producer. No allowance for these
points has been, or could well have been, made.” Another reason
why indirect taxation may be more burdensome in proportion to
its yield than direct taxation is that it may lead to a diversion of
expenditure on goods and services {or on savings) from the channels
giving the greatest real satisfaction, thereby causing an extra loss.

13. Error may also creep in through the assumption that the
tax liabilities for any particular year are payable and arc actually
paid in that year. The fact that in many cases they are not may
involve the tax-payer in either a greater or a smaller burden, both
in the case of direct and indirect taxation. Statutory income as
computed for income-tax purposes is not always a measure of the
actual income for the year. For purposes of this enquiry, however,
a correspondence is assumed in order that there may be a common
mmcome to which indirect taxes, as well as direct taxes, may be
referred. In the case of indirect taxes a burden of similar character,
loss of interest, arises from changes in the amount of stocks held of
dutiable commodities. The trader who holds a greater quantity
of dutiable commodities than is sold in the same year incurs some
loss of interest between the stock-taking and the selling of goods.
This loss, in all probability, will be shifted on to the consumer in
higher prices. The whole problem becomes more important in the
case of heavy fluctuations in the prices of goods. In the case of
direct taxes, violent changes in prices take place when the money
burden of the taxes assessed in a previous period and collected in
a later period is in no relation to the real burden. A tax which is
collected promptly is, on the whole, more burdensome in the case
of rising prices than one which allows by law or administrative
measures for the postponement of payment.

t A partial exception was made in the case of sugar. See Chapter v
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In normal years changes in the money burden are a fairly
reliable guide to changes in the real burden. Under war-time
conditions some additional aspects have to be taken into account.
In order to compare the real burden in 1937-38 with that in-
1g41-42, apart from increases in. taxation, the additional effect of
rationing, of increased prices and of the increase in earnings has
to be taken into account. The fact that certain goods are rationed,
such as sugar, tea and petrol, at the present time, reduces the
burden of the corresponding taxes and leads further to a new
extra loss in real income by changing the most preferred channels
of spending. These factors, together with the increase in the cost
of living, are mitigated by increases in wages and salaries.



CHAPTER IL

1. The Net Receipts of the Exchequer from Taxation.

The main changes in the British tax structure during recent
years are set out in the following table, which shows the total net
receipts of the Exchequer from ordinary revenue.

THE TAX STRUCTURE

TaBLe 1. NET RECEIPTS OF THE EXCHEQUER FROM ORDINARY REVENUE

1. Income tax

Supertax and/or surtax
Death duties

Stamp duties

N.D.C. and E.P.T.
Corporation profit tax
Inhabited house duty

Other Inland Revenue duties?

TotaL Inland Revenue duties

. Tea -
Sugar, ctc.
Other food
Aleoholic drinks?
Tobacco
Entertainments duty
Duty on matches ’
Oil
Protective duties$
Purchase tax
Other Customs and Excise

ToTtar Customs and Excise

. Motor vehicle duties

Totar Taxamion

P.O. net revenue

Crown lands

Receipts from sundry loans
Miscellaneous

ToraL Orpmary REVENUE

(United Kingdom)

104041 1941—42

1915-14 1925-26 1937-38 (Prov.} (Prov.)
£

For Source and Notes see Table 2,

mill. mill. £ mil. £ mill. £ miil
439 25394 297¢ 5239 7697
33 685 571 gg ! 74°9
274 612 8g-0 -8 909
100 247 242 137 14°1
— — 14 gb-2 2690

— 11 -7 — —_— —
2:0 — — — —

14 2'g 1-7 10 09
880 4284 4713 7917 _1,2195
65 58 73 - 134 12:9
33 19'4 - 31°5 31°3
I 15 I 2-8 43
4533 1405 111-8 1g8-5 2209
182 535 82-8 172'6 221-1
— 57 80 g0 16-0
— 33 ¥4 60 55
o8 — 502 472 544
— 43 556 230 38-0
— — — 26-2 985
-8 40 -8 17 o8

750 2380  3356° 53197  7yo37°
1-0 181 346 38-0 38-4
1640 684-5 8415 1,361-6  1,061-6
62 34 113 153 157
o5 10 1'3 11 1o
1-6 149 5-2 2+6 52
23 543 135 3rr 92‘2
1746 7581 8728  1,41177 20737}

The next table shows the net receipts of the Exchequer from
individual taxes as percentages of the total tax receipts.
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TasLE 2. NET RECEIPTS OF THE EXCHEQUER FROM TAXATION.
In PercENTAGE OF ToTAL RECEIPTS
(United Kingdom}

Income tax

Supertax and/or surtax
Death duties

Stamp duties

N.D.C. and E.P.T.
Corporation profit tax
Inhabited house duty

Other Inland Revenue duties

Total Inland Revenue duties

Tea

Sugar, etc.

Other food
Alcoholic drinks?
Tobacco
Entertainments duty
Duty on matches
Qild

Protective duties’
Purchase tax

* Other Customs and Excise

TotaL Customs and Excise

Motor vehicle duties
Torar TAXATION

194041

1913-14 1g25-26 193738 (Prov.)

26-8
2:0

o6
100 9,

379
10°0
89
36
1-7
o4
62-6

o8
2-8
o2
20°5
78
o8
o5
o6

o6
34'8
26
100 %,

356
b7
e

o2

Gome

[£4]
8lglooage
[1=20 iy -]

471
100 %

38
5
59
IO
71

194142
(gﬁ'ov. ¥

392
38

2:0
100 %,

Source. (Statistical Abstracts for the United Kingdom, 192437 (London, 1930),
Table 147, etc. Financial Statement, 1941-42, and 1942-43.}

' The yield was insignificant.

Including for 1g19-14 and 1g25-26 land tax and land value duties (for

192526 also arrears of E.P.ID.), for other years small arrears and land tax.

[

licences.

¢ For 1g13—14 motor spirits duty.
For 1925-26 silk and artificial silk duties and McKenna duties, for the three

v

Spirits, beer, wine, British wine (for the three latter periods) and liquor

latter periods silk and artificial silk duties, key industry duties, duties under
the Import Duties Act 1932 (including the old McKenna duties}, Ottawa
duties, duties on imported beef and veal and on goods from Eire.

3

Actual receipts; payments into Exchequer were £3353 millions.

? Actual receipts; payments into Exchequer were less by £2-9 millions.
¥ Payments into Exchequer were more by £04 million.

These two tables show a considerable measure of stability in the
sixteen years between 1925-26 and 194142 in regard to the nature
of the taxes.: The importance of Inland Revenue duties, com-
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prising the main direct taxes, is unchanged on balance. Their
yield contributes nearly two-thirds of total revenue, while Gustoms
and Excise duties, comprising the main indirect taxes, bring in
rather less than two-fifths. This change is mainly due to the
greater scope of the income tax and the increased severity of
the rates at which it is levied.; Almest half the tax revenue is now
derived from income tax and surtax, while the relative importance
of death duties has decreased.” Changes in the structure of revenue
from Customs and Excise duties have been noticeable. In 1g13-14
more than g5 per cent of the total under this head came from the
four traditional duties on tea, sugar, tobacco and alcoholic drinks.
Recently these duties, though still the mainstay, have brought in
roughly two-thirds only of the Customs and Excise revenue. The
yield of the tobacco duty has in recent years been growing faster
than that of the duties on alcoholic drinks. The duties on sugar and
tea arc now of small importance in the tax structure, although with
the increase in the consumption of sugar the absolute yield of the
sugar duties has much increased. The entertainments duty, intro-
duced in the last war, is a small but stable source of revenue. In
the recent past the protective duties have also been of some fiscal
importance; for example, in 1937—38 their yield was almost as
much as the yield of surtax. Owing to the great development in the
use of motor cars, the duties on oil have become a prolific source
of revenue. Motor taxation, including the motor vehicle duties,
arc now bringing in rather more money than the death duties.

{Two war-time taxes, the Excess Profits Tax {combined with the
National Defence Contribution) and the Purchase Tax, yielded,
in 194142, 137 per cent and 5 per cent respectively of the total
war revenue. Their contribution to the revenue is thus quite
considerable, although the British tax system, even in war-time,
relies to an overwhelming degree upon the established taxes. It
is to be noted that the iIndirect duties on tea, sugar, tobacco
and alcoholic drinks have been less sensitive to war-time changes,
in spite of tea and sugar rationing, than the newer taxes, namely
motor taxation and protective duties,

Excluding taxation proper, other ordinary revenue of the
Exchequer is still insignificant. Apart from Post Office net revenue,
which for our present purposes is regarded as tax, these other
items have been ignored in this Report. They include such items
as sundry loans (namcly, receipts on account of Suez Canal and
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Anglo-Iranian shares held by the Government), the contribution
to the Exchequer of the Post Office Savings Bank and the Mint,
Departmental receipts, Conscience Money, Free Gifts, Small
Capital receipts and, for a few years, Reparations. For 1g41—42
miscellaneous revenue includes an amount in respect of War
Damage contributions and premiums equal to the expenditure on
War Damage during the year., The balance of the receipts under
this head was paid into the Exchequer outside the budget.”

The following table shows-the net receipts of the Exchequer per
head of population in 191314, in 1g25-26 (the last year to which
the Colwyn Committee’s Report refers), the year 1937-38 (the
pre-rearmament year), and 1941-42. The figures do not show, of |
course, the total tax burden, which includes local taxes and all
other compulsory contributions.

Exchequer Net Receipts from Taxalion per head of Population in Selected Years
(United Kingdom)

1g13-14 1925-26 1937-38 1g4t—42°
L s d £ s 4 £ 5 d £ s d
From direct taxation 116 o 9 0 O 912 O 25 2 0
From indirect taxation 116 o 6 2 ¢ 8 4 0 15 15 ©
From total taxation 312 0 13 2 O 17 16 o 4017 ©

* Based on estimated total population.

11. The Aggregate Burden of Taxation.

In order to show the aggregate burden of taxation on the com-
munity a number of modifications—all but two of them additions—
have to be made to the figures of the Exchequer’s net receipts.

In the first place, the Exchequer’s net receipts from taxation
exclude the yield in Northern Ireland of those national taxes
which are ‘transferred’ to the Northern Ireland Government
(Estate Duties, Stamp Duties, Excise Licences Tax, Entertain-
ments Duty, Motor Vehicle Duty). The yield of these taxes was
some £2-2 millions in 193738, and was estimated at £1-8 millions
for 1941-42. These sums should accordingly be added to the net
receipts of the Imperial Exchequer.

In the second place, Post Office net receipts will, in this Report,
be added to the taxes. For 1941-42 the figure given in the Ex-
chequer returns has been adjusted; the main adjustment is in

1 Hansard, 14 April 1942, p. 109.
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order to cover the cost of services rendered by the General Post
Office to other Departments. These services do not represent a
direct money contribution to the Exchequer; nevertheless, their
cost is part of the burden levied in the postal charges. Post Office
net receipts amounted to £ 11-3 millions for 1937-38, and for 1g41-
42 are estimated at £14 millions, as will be seen in the chapter
dealing with these receipts.

Thirdly, the receipts of local taxation are obviously a burden
on the tax-paying community. Rates are the chief of these. They
amounted to £197-9 millions in 1937-38 and to £216-1 millions
(provisionally) in 1941—42 for Great Britain. In Northern Ireland

.rates brought in £2-4 millions in 1937-38 and are estimated at
£2-7 millions for 1941-42. There are other items of small im-
portance which have the character of taxes in the local taxation
of England and Wales, namely licence duties which are of the
order of £ 1-4 millions, and an unspecified amount of tolls, fees, etc.
In Scotland, local tolls, dues and duties are of the order of £1-8
millions. No details are available for tolls, dues, etc. in Northern
Ireland. There may be also an clement of tax in the receipts of
Public Trading Services {water, gas and electricity) in the United
Kingdom. This, however, has not been inciuded in the estimates.

Fourthly, we have included as taxation all compulsory contribu-
tions to public funds, including the social insurance contributions
and contributions under the War Damage and similar Acts. Con-
tributions, both of employers and employees, to the three social
insurance schemes (including contributions to the agricultural and
special unemployment schemes) amounted, approximately, in
1937-38 to £10g millions and for 194142 will probably be of the
order of £ 120~£ 125 millions for the United Kingdom. The com-
pulsory contributions under the War Damage Act in respect of
buildings and other immovable property are (excluding public
utility undertakings) estimated at £40 millions a year. As regards
the business scheme for the insurance of movable assets of business
undertakings, premiums which fall in the year 1941—42 (covering
the period ending September 1941) are estimated to be of the
order of f25 millions. Premiums paid under the compulsory
Commodity and Marine War Risk Insurance Schemes amounted
to £238-0 millions for the calendar year 1941.7

1 Cmd, 6347, 1942. Table 1 (13), p. 6.
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Fifthly, the State is subsidizing agriculture and industry and is,
in many cases, doing this not from the public revenue drawn from
ordinary taxes, but in the form of concealed special taxes. In cases
where the subsidy takes the form of monopolistic price-fixing, it
is impossible to trace the amount of subsidy involved and it is a
matter of argument as to what part of the price can be regarded
as tax. These cases have perforce to be neglected. In some eases,
however, the amount of the tax, whetherincluded in the Exchequer-
returns or net, is clearly identifiable. In the case of sugar, the
structure of the tax is such that the aggregate amount of duties
paid by the consumer is considerably more than the amount re-
ceived by the Exchequer, the difference benefiting the sugar pro-
ducers at home and in the Empire. This can be estimated at, say,
£8 millions for 1937-38 and in 194142 at something of the order
of £10 millions. The levy on flour milling and the coal levies are
taxes paid by the consumer. The former amounted to £1-7 millions
in 193738 and the latter probably amounted to £3 or £4 millions
in 1941-42.

Sixthly, for the year 1941-42 the yields of tea and sugar duties
indicate larger aggregate clearances of these commodities in the
year than the estimates of aggregate tea and sugar consumption,
in all possible forms, would suggest. This may be due to a dispersal
of stocks over the country, that is, to an increase in stocks and/or
a replacement of stocks destroyed by fire.” The duties on the
difference noted may have been paid by the trade or by the
Ministry of Food ; in neither case is there a burden on the tax-payer
in the current year. Further, the yield of protective duties includes
arrears from previous years, and the yield of the purchase tax in-
cludes approximately £8 millions arrears from the previous year.?

Lastly, part of the annual tax burden is paid by the Govern-
ment on account of its consumption of dutiable commodities, such
as petrol, or on its use of the services of industry. Industry can shift
on to the shoulders of Government, through prices, a proportionate
part of the taxes falling on production in general, and their deduc-
tion therefore is necessary to avoid double counting. In peace-
time the amount to be deducted on this account is small, provided

1 Although the Parliamentary Secretary of the Ministry of Food stated in the
House of Commons in July 1941 that the amount of foodstuffs destroyed by
enenyy action was negligible.

2 Hansard, 14th April, 1942, p. 109 and p. 130.

SR z



18

the part played by the Government in the sphere of economic
activity is not great. At a time of heavy Government spending,
especially in war, this amount increases considerably. In war-
time, too, some deduction will be necessary on account of the
protective duties, as a part of the goods liable to duty is directly
used by the Government. Another item to be deducted in this
connection is the duty on commodities such as tea and sugar
-supplied to the armed forces, or on such commodities as petrol,
when used for Government purposes. A fourth item is that part
of social insurance contributions paid by the Government as
employer.

For the year 1937-38, when comparatively little was spent on

THE TAX STRUCTURE

TasLE 3. Torar BurpeEn oF TAXATION AND OTHER COMPULSORY
CONTRIBUTIONS PORNE BY THE COMMUNITY'
(United Kingdom)

1913-14 192526 1937-38 194,1 ﬁz

£ mill. £ mill. £ miil
(1) Exchequer net receipts from taxation 1640 6845 8415 ,94.0 0%
(2) P.O. net revenue 62 34 I1-3 14-0
{3) Sugar subsidy . — — 8o 10°0
{4) Wheat levy, coal levy, etc. — — 17 30
(5) Local taxation receipts (rates, etc.} 820 72 2020 2200
{6) Social insurance contributions 20-03 6o:0? 1090 1250
(7} War damage contributions — — — 30805
(8) Northemn Ireland receipts from trans- — 1-3 2-2 1-8

ferred taxes

{9} Gross ToraL BurDeENn 2722 9212 1,1757 2,616 8
10} Deducted as paid by the Government —4 —4 - 135-0%
11) NET Torar BURDEN (Approx.) 2720 gzrro  1,17600  2,4B2-0

Approximate net burden per head of
total population

£5 195, £z20. Bs. {24 165, £51. 145,

' All figures estimated except net receipts of taxation, P.O. net revenue and the

vield of wheat levy.

! Based on Exchequer returns adjusted according to paragraph G on p. 17.
¥ Approximate figures. Actual figures refer to insurance year or calendar yeat.
The figures are not strictly comparable with those given for 1935738 and

1G41-42.

* Amount unknown; probably not large.
5 This item includes the estimated compulsory contributions under the War
Damage Act, payable in 1941—42: £40 million to the property scheme and
£L25 million to the business scheme. It also includes the premiums paid under
the Commodity and Marine War Risk Insurance Schemes, the great bulk
of which is compulsory. The latter item amounted to £258-0 millions for the

calendar year 1941.

¢ Rough estimate.

(Cmd. 6347, 1942, p. 9.)
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public works, etc., the aggregate amount to be deducted may
have been comparatively small. But in 1g41—42 it may have
amounted, at a rough estimate, to, say, £130 millions to £140
milkons. The largest constituent item, something of the order of
£ 100 millions on account of taxes on production in general, can
be estimated on the basis of data given in the White Paper:
An Aralysis of the Sources of War Finance and an Estimate of the National
Income and Fxpenditure in 1938 and 1940." '
When allowance has been made for all the changes suggested
in the previous paragraphs, the preceding table shows the total
burden of taxes of all sorts. |

1II. The Distribution of the Tax System according to Tax Categories.

In order ta show how the burden is distributed among different
income groups, taxes have been divided into certain definite cate-
gories. The division is intended to show the varying character of
the different parts of the burden falling on the community and on
the individual tax-payer. Part of the tax burden is entirely or very
nearly unavoidable; other taxes are levied on goods which are
generally but not universally consumed; and some taxes fall on
production in general, while others again are assessed on business
profits and are a burden on a very small part of the community.
The table on p. 20 sets out the details.

The first category in the table below includes all the personal
direct taxes, such as income tax (after deduction of that part paid
on undistributed profits}, surtax, employees’ social insurance con-
tributions and rates on dwelling-houses. Death duties are placed,
for convenience, in this category, but with the caveat that they
are not necessarily a liability on current income and their burden
can be shifted on to the successor if the predecessor so wishes. In
the same category as income tax are included the duties paid on
the conmsumption of sugar, tea and a few other essential com-
modities, namely wheat, coal, household matches, postal services,
etc. Tea and sugar are commodities in universal consumption in
this country and thus the burden of all taxes in category I should
be regarded as unavoidable.

In category 11 are included all the duties paid on the consump-
tion or use of non-essential or quasi non-essential goods or services,

1 Cmd. 6261, 1941.
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such as alcoholic drinks, tobacco, entertainments and private
motoring. The consumption or use of these commodities or services
is optional, being entirely dependent upon the choice of the indi-
vidual. The variations from individual to individual or from
family to family are, in the circumstances, considerable.

Taste 4. TuE DisTRIBUTION OF THE Tax BURDEN
ACCORDING 10 Tax CATEGORIES
{United Kingdom}
3193738 194142
mill. £ mill,
I, Direct personal taxes and com-
modity taxes on essentials
{unavoidable taxes) 6100 1,052°0
Income tax and surtax’ 2990 695-0
Commodity taxes on essen-
tials (tea, sugar, wheat, coal,
postal services, etc.)? 360 590
Rates on dwelling-houses 1330 146-0
Employees’ social insurance
contributions 52°0 6o-0
Death duties3? 90°0 92'0
II. Taxes on non-essential goods
and services: 241'0 4780
Alcohol and tobacco 198-0 442-0
Entertainments 8o 16-0
Private motoring* 350 20°0
II1. Purchase tax and protective
duties, duties on buses and
taxis 66-0 1320
IV. Taxes on production in general$ 1750 212°0
V. Taxes on business profits® 660 4250
VI. War Damage contributionsand
war risk insurance premiums — ] 3030
VII. Other items? 180 150
ToTtaL 1,17G-0 26170
Source as in Table 1, with allowances for items 1—7 mentioned on pp. 15-17.

* Tax on undistributed profits deducted and added to V.

* Including duties on tea, sugar, coffee, cocoa, househgld matches, patent
medicines, table waters, wheat, coal and postal services.

! Estate duties in Northern Ireland included.

3 Vide Chapter xn.

* Vide Chapter xvr.

% Vide Chapter vi.

7 Including other Inland Revenue, other Customs and Excise revenue, part
of stamps, local dues, tolls, ete., social insurance contributions in Northern
Ireland and unemployment contributions to the agricultural and special
schemes.

Category III, halfway in character between I and 11, includes
the purchase tax and protective duties. The commadities affected



THE TAX STRUCTURE 21

by these taxes are partly essentials (e.g. toilet articles), partly un-
essentials (watches, etc.), and partly goods, whether essentials or not,
the purchase of which in any particular year is to some extent de-
pendent upon the free will of the tax-payer (e.g. clothing, furniture).

In category IV are taxes falling on production in general;
category V includes taxes on business profits; category VI includes’
War Damage contributions and war,risk insurance premiums; and
category VII the rest of the items.

These categories, used for the sake of convenience, are by no
means watertight. On the contrary, as can be seen, some arbitrari-
ness in the definitions is inevitable. Part of the burden of category 1 .
(e.g. on account of non-domestic use of sugar and of small items
such as coffee, etc.) could be added to I1, while part of III and IV
could be added to I.

The analysis of taxation in this Report covers practically the
whole field of taxation. It is not, however, practicable to treat
each category of taxes in the same way. Category I (unavoidable
taxes) is payable by virtually every tax-payer, and the burden of
these taxes has accordingly been worked out in great detail for
different sizes of family as well as for different incomes. As already
explained, however, local rates have had to be omitted. For
category II (avoidable personal taxes) accurate estimation is much
less possible, and estimates are presented on the basis of a family
of four only. For categories 11l (purchase ‘tax and protective
duties) and IV ftaxes on production) we have estimated a rough
distribution of the burden on incomes at different points.

The chief omissions from the following estimates of the burden
of taxes on individual incomes are:

(@) Local Raies (part of category I).

It is impossible to make any approximation of the distribution
of the burden of rates on dwelling-houses without a very careful
survey of the whole system of local taxation, and particularly of
the great differences in valuation. A rough estimate puts the rates
paid on dwelling-houses at two-thirds of the total collected and the
part paid on business premises at one-third at present. The latter
have been included in taxes falling on production in general, and
included in category IV,

(b) Taxes on Business Profits (category V).
These were excluded from the burden of statutory incomes for
reasons explained in Chapter vi. In order to show the magnitude
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of error introduced by this omission a separate calculation in-
cluding some of these taxes was made of the burden of taxation
on ‘imputed’ incomes.

(c) Coniributions to the different Compulsory War Damage Schemes
{category VT).
These contributions are omitted from the calculations, although

they may influence the taxable capacity of the groups concerned.
War risk insurance premiums are also excluded.

(d) Small Iiems (grouped together in category VII).

The total contribution under category VII is an insignificant

percentage of the total public revenue. It includes the following
items:

193738 1941-42

From Inland Revenue items: £ mill, £ mill.

Land tax o6

Mineral rights duty 0-2} og

E.P.D. and C.P.T. arrears o8
From Customs and Excise items:

Licences—other than liguor licences—

and miscellaneous iterns 05 o8
Local taxation licence duties (England and

Wales) . 13 approx. 1-3
Local tolls, dues, duties, etc. (Scotland) 1"4 approx. 1-4

The Inland Revenue items are arrears or remnants of old taxes,
which have to-day no fiscal importance. ‘Licences—other than
liquor licences® are of a very mixed character and include trading
licences, establishment licences, gun and game licences, and dog
licences. The most important item is dog licences. These are paid
to the Exchequer in Scotland only: in England and Wales they
are revenues of the local authorities, and form the main contribu-
tions to the ‘ Local Taxation Licence Duties’.

On the whole, our calculations cover 82 per cent of all com-
pulsory contributions, and go per cent of the Exchequer net
receipts from taxation for 1937-38; they cover nearly 70 per cent of
all compulsory contributions and 8o per cent of the Exchequer net
receipts from taxation for 1941-42. This is a wider field than was
covered in earlier enquiries. The items included in the calcula-
tions of the Colwyn Committee, for example, would cover for
1937-38 only 52 per cent of all compulsory contributions and only
74 per cent of the Exchequer net receipts from taxation.



CHAPTER I11. THE TOTAL BURDEN OF
TAXATION

1. The Reliability of the Summary Tables.

To estimate the total burden of national taxation upon tax-
payers at different income levels, a series of summary tables and
charts has been prepared. It is clear from what has been stated
in the previous chapters that the calculations have the inevitable
limitations and do not pretend to give the amount of the burden
with any exactness, but are indicative of its magnitude. The data,
as will be seen, refer to the pre-rearmament year 1937-38 and to
the year 1g41-42, except in one or two cases where comparisons
have been made over longer periods. The tables have, for con-
venience, been collected into five groups.

1. The firstgroup, Tables 5-8, shows the burden on wholly earned
incomes and on wholly investment incomes, for five family cate-
gories, of the unavoidable taxes (exeept rates on dwelling-houses).
These figures are the most precisely accurate in the Report.

2. The second group of tables, g-11, shows, in addition to the
unavoidable taxes, the burden of taxation that is borne where
there is a moderate consumption of tobacco and of alcoholic
drinks, a moderate attendance at entertainments and, on incomes
of £500 and over, a moderate use of a private motor car. Owing
to the great individual variations in respect of these items, the
tables in this group are illustrative only. 'In Chapters viu-xi,
estimates are given showing the burden for light, moderate and
heavy smokers and drinkers. In all the tables of this group, the
burden is calculated on a tax-paying family of four (a man, his
wife and two children under 16). The burden is shown not only
for fully earned but also for fully investment incomes. This involves
taking account of the burden of death duties, necessitating some-
what arbitrary assumptions, which are summarized on pp. 27-29
of this chapter and discussed in detail in Chapter vi.

The second group of summary tables also brings in a field of
taxation omitted from previous enquiries. In these tables are in-
cluded the burden of taxes falling generally on production, the
protective duties and, for 1g41—42, the purchase tax. The methods
of estimation are fully explained in Chapter xvi. The basic assump-
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tion that has had to be made is that the burden of these taxes is
proportionate to the expenditure on goods affected by them.

3. Table 12 gives, for earned incomes, the closest approximation
that it has been possible to achieve to the total burden of taxation;
it covers 82 per cent of all compulsory contributions. It also shows
the net income remaining after taxation. Table 19 shows, for each
level of income, the taxes payable on a ‘representative’ income—
that 15, on an income with about the distribution between earned
and unearned sources that is estimated to prevail at that level of
income, These tables are the most comprehensive in the Report.

4. Tables 14 and 15 show the change in the tax burden since
the beginning of the century; the former shows the burden on fully
carned incomes, and the latter the burden of unaveidable national
taxes. In order to compare the present enquiry’s estimates for
1937-38 and 1g41-42 with those of previous enquiries, which as-
sumed a family of five, the data for 193738 and 1941—42 have
been recalculated for a family of five. These tables, however, cover
only the incomplete range of taxes included in previous enquiries,
in order to give comparable estimates of the changes in the tax
burden. For the years 1937—38 and 1941—42, therefore, the tables
underestimate the actual burden because of the new taxes now in _
operation, and this should be remembered when comparing with
the actual burden given in tables g-12. All non-Exchequer
taxes {e.g. rates and social insurance contributions), the petrol
duty and the protective duties, as also new items, such as the
purchase tax, have been excluded. No comparative table is given
for investment incomes, as the burden of death duties—as calcu-
lated by the present enquiry—is not strictly comparable with the
figures given in previous enquiries.

5. Tables 16-18 are substantially a repetition of the figures given
in tables g-12, but with figures added for light and heavy con-
sumption of tobacco and alcoholic drinks as well as for moderate
consumption.

I1. The Main Characteristics of the Tax Burden.

The main characteristics of the tax burden and of its changes
as shown from these tables may be summarized as follows:

1. In the last pre-rcarmament year, 1937-38, the distribution
of the tax burden did not differ substantially from that of the
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period following the last war. The distribution of the tax burden
was markedly progressive at the upper end, say from {1,000 up-
wards, and distinctly regressive at the lower end, i.e. below £300,
while the burden on the middle incomes, i.e. incomes ranging
from £300 to £1,000, was light in comparison. It would appear
that the addition of the taxes in categories III and IV, the burden
of which has been calculated for the first time in this enquiry, has
the effect of increasing the regressive nature of the distribution
in incomes below £300. (It should, however, be recalled that no
account’is taken anywhere in this Report of the distribution of
the benefits of public expenditure.)

2. War-time taxation has made considerable changes,’ especially
at one point which is brought out with remarkable clearness in
Chart 4. Since the war, the relatively light treatment of the
middle incomes has been eliminated. The distribution of the tax
burden is now notably progressive from incomes of £250 upwards,
while there is a steep progressive increase on incomes of £1,000
upwards. War-time taxation has not changed the regressive nature
of the burden on incomes below £250, which has become even
slightly more marked. This, too, is brought out clearly in Chart 4.

3. The figures for 1937-38 confirm the prevailing opinion that
direct taxes were then mainly a burden on the higher income
groups——that is, incomes of £1,000 and over—while the burden

1 Tt should be noted that while there has been a considerable increase in the
burden of taxation since 1937~38, there has also been an increase in the benefits of
public expenditure. The most important newitems since 1937-38are the subsidies
aiming to keep down the prices of essentials, and the different war-time allow-
ances to soldiers’ dependents, to civilian and other casualties, for evacuees,
etc. Exchequer expenditure during 1941—42 on food subsidies amounted to over
4120 millions. The main groups of subsidized foods are: cereals, flour, bread
and oatmeal, meat, milk, tea, eggs and potatoes. The price of food will be
affected also by the subsidies of about £5 millions on the transport of coal and
also by whatever may emerge from the Government’s agreement with the
Railway Companies. ’

The main items of different war-time allowances were estimated as follows:
the normal allowances to families and dependents of members of the Forces
were cstimated at £115 millions for the year 1941—42; the estimated annual
cost of the grants made by the War Service Grants Advisory Committee of the
Ministry of Pensions can be put {on the recently improved basis) at £13°5
millions; net costs of billeting allowances for evacuees were estimated in
April 1941 at {22 millions; no figures are published on the cost of allowances
for casualties.
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of these taxes was of little account in the middle and lower income
groups. In these last two groups it was the indirect taxes which
constituted the greatest burden. In 1941-42, however, the lower
incomes bore a larger, but still not a heavy, burden, on account
of direct taxes. In the middle income groups direct taxes had
become an important item; while the burden in the higher in-
come groups, that is over £ 1,000, was very heavy.

II. The Burden of the Individual Taxes.

In Part IT of this Report will be found the estimates of the
magnitude of the burden of the various items of taxation, and all
the relevant factors determining this magnitude. It is convenient
here to summarize the results,

Direcr Taxes. Income Tax. In 1937—38 the lower income groups
were almost entirely exempted from income tax by the operation
of personal and family allowances and allowances on earned in-
come. The result was that practically no working-class family,
with children, paid income tax. The generous earned income
allowance and the reduced rate payable on the first £135 of
taxable income made the burden on middle-class incomes very
light. In the year 1941—42 a single man with a fully earned in-
come became liable for income tax at 42s. per week, compared
with 52s. per week in 1937-38; he now pays 25. per week, the whole
of which will be treated as post-war credits. The married man who
has two children becomes liable at £267 per annum, or just over
£5 per week, instead of £375 per annum, or £7-5 per week.
The maximum incomes exempt from the standard rate were in
1941—42 £272 for a single man, instead of £204 in 193938, and
£450 for a married couple with two children, instead of £544
in 1937-38. Above these limits up to £ 1,500 the earned income
reliefoperates, which meansthat at present every £ of earned income
from the limits just stated up to £1,500 pays g¢s. in the £, from
£ 1,500 to £2,000, 10s., and above that limit surtax in addition.
Married couples w1th two children at income levels of £300, £350
and £500 now pay 32, 6.9 and 152 per cent of their incomes
respectively.

The manner in which the income tax, combined with the surtax,
operates in the higher income groups has the effect of creating
an income ceiling. In 1941-42, after deduction of income tax and
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surtax, almost no one had a spendable income of more than £7,000
a year, In 193738, in order to have a spendable income of £ 7,000,
a gross income of approximately only £12,000 was required, while
in 1941—42 roughly £150,000 was required.

Death Duties. The death duties stand in a somewhat different
position from the other taxes considered in this Report. They are
assessed not on income but on capital and paid at irregular but
fairly long intervals. It is therefore held by some authorities that
they are not properly included in the burden of taxation on in-
comes. This view has not been accepted in the present Report. It
is true that death duties are not assessed on income, but neither
are any of the indirect taxes. As for the fact that they are not
levied annually, that can be regarded as a matter of administrative
convenience. The fact that much the largest of the death duties,
the estate duty, is levied on the estate of the deceased, not on the
inheritance of the heir, seems to show that it is intended to look
backwards, as if it were a deferred income tax. And in any case,
however assessed, death duties have to be paid out of income, or
at least have an effect on income. An estimate of their burden
must therefore be included when the total burden of taxation on
investment incomes is under consideration.

To make such an estimate, however, is not an easy mattér.
Previous enquiries have assumed that the burden could be measured
by the premium on a life insurance policy sufficient to pay the
duties and leave the capital intact. This method has the merit of
simplicity. But it has several grave defects. For one thing, it
assumes that all owners of investment incomes act in a certain way
{namely, that they save just enough to pay their death duties,
neither more nor less), when there is no evidence that most of
them actually act in this way, and a good deal of evidence that
they do not. Sccondly, the accumulation of savings (whether by
life insurance or otherwise) increases the estate that passes at death
and therefore the amount of death duties payable. To calculate
the burden by this method therefore results in a very high figure
being put upon it. Indeed, when taxation on large incomes rises
to the levels of 1941—42, the results given by this method are
absurd. Thus if a man with an investment income of £50,000
(that is, a capital of £1,250,000) were, at the age of 38, to take
out a policy to pay his death duties, the net premium would be
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£54,028 per annum. As he would already be paying income tax
and surtax of about £45,420, the total burden of direct taxation
would amount to £99,448 or 198-g per cent of his income. To quote
a figure such as this may be arithmetically correct-—that is to say,
it accurately measures what it would cost to do what is in fact
impossible—but it cannot be accepted as a measure of the burden
of taxation. The assumptions are artificial and contradictory;
they assume that a man draws on his capital in order to keep
his capital intact. They also invite the reader to believe that
the higher the gross income the lower the net income, or that a
rich man would enjoy a larger net income by giving some of his
capital away,

In actual fact, of course, so long as income tax and surtax are
less than 100 per cent, and the rate of death duties is less than
100 per cent, a given amount of capital must yield some positive
net income and the combined burden of all three taxes must be
less than the whole of the income. Any method of calculation that
gives figures of burden in excess of 100 per cent must be in error.
So much can be stated with some certainty; it is less easy to
say how the burden should be calculated. In fact, it is impossible
to lay down a single figure for each income. Since death duties
are levied at some time in the future, the amount to be levied
depends not only on the rate of duty remaining constant {an
assumption that has to be, and is rightly, made by any method)
but also on what happens to capital between now and then—in
other words, upon whether there is any saving out of income, and
if so, how much. Theinsurance method makes a particular assump-
tion about the rate of saving, and though it is the wrong assump-
tion—at least for some incomes—that does not mean that there
is no need for some assumption to be made. The higher the
current saving, of course, the greater the burden of death duties
on fresent tncome.

A full description of the method adopted is given in Chapter vI.
The results are quoted in alternative form. Assumption I {Mini-
mum Burden) assumes that there is no net saving and that the
principal of an estate is reduced by the amount of the death
duties. Assumption II (Maximum Burden) assumes that the
estate-owner attempts, by saving against death duties, to keep
the net income from the property constant over successive genera-
tions. For the lower incomes, this attempt can be successful—that
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is, it is possible to provide for death duties. For these incomes,
then, Assumption II is the same as the insurance method (subject
to minor qualifications). For the larger incomes, it is assumed
that saving is done to the extent necessary to keep net income as
constant as possible.

On both assumptions the method of calculation is, in brief, to
compare the present (discounted) value of the income-stream,
present and future, emanating froin the property, as it would be
if there were no death duties with the present (discounted) value
of the income-stream as it would be if death duties were paid once
every generation. The minor assumptions are set out in full in
Chapter vi.

In the summary tables, two figures are given for each invest-
ment income, representing the Maximum and Minimum Burdens.
Since the present annual burden of death duties is affected by the
burden of income tax and surtax,’ the figures are given, in each
case, for all three taxes combined.

Employees’ Social Insurance Confributions. In 1937-98 employees’
social insurance contributions were a burden on those having in-
comes up to £250 per annum. From fanuary 1942 social insurance
contributions are a burden on all incomes {whether of manual or
non-manual workers) up to £420 per annum. The rate is fixed
and does not vary with earnings. The charge, therefore, is
regressive, representing, in 1937-38, from 3-5 to 1-4 per cent
on incomes ranging from £100 to £250 per annum and, in
1041—42, 4+2 to 1-2 per cent of the earnings of a tax-paying family
with incomes from £100 to £350 per annum. This percentage is
based on the supposition of 44 weekly contributions for an adult
man in 1937-38 and, owing to a better state of employment, to
48 weekly contributions in 1941—42. The Family Budget Survey
of the Ministry of Labour and National Service shows that social
insurance contributions amount to 2 per cent of the total expendi-
ture and probably also to 2 per cent of the total income of
an average industrial household. Recent surveys on saving and

1 If income tax and surtax take 18s. in the £ of income, the burden on income
of death duties, however high the rates at which they are levied, is necessarily
limited to 2s.im the £. But if the rates of income tax and surtax were lower,
the same scale of rates of death duty might represent a higher burden on
income.
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spending® show the same proportion, about 2 per cent, in relation
to average incomes.

{ InpirecT Taxes. A common feature of the main indirect taxes
on tea, sugar, tobacco, alcoholic drinks, and petrol is that they
are specific and not ad valorem duties. Thus the burden of these
taxes is independent of the quality of the dutiable goods and is
entirely dependent upon the quantities used.) In many cases the
granting of Empire preferences has slightly altered the picture.
Empire goods, bearing a lower burden of tax, are cheaper and
people in the lower income strata are inclined to purchase them
and thus have to bear a lower tax burden.

Tea and sugar are articles of general consumption and therefore
the variations in the amount of duties payable at different income
levels are slight. Owing to the wide range of qualities available,
especially in the case of tea, the main differences between the in-
come groups are in the expenditure, but these differences do not
affect the burden of taxes. The variations which are ascertainable
in the burden on the basis of the per capita variations in consump-
tion are determined by the level ofincome and the size of the family.
In the case of sugar, the tax paid on the quantity consumed in
manufactured articles, such as jam, cakes, chocolate and ices, or
in catering establishments, has also to be taken into account. This
part of the consumption shows greater variations from one income
level to another than does the use of sugar in the household.

The burden of the tea and sugar duties appears to be very low
at all income levels, except the two lowest ones. On incomes of
£100 and f150, especially where large families are concerned,
the burden is by no means negligible.

- Tobacco, Alcoholic Drinks, Entertainments, Private Motoring. The
burden of the duty on tobacco depends both on the amount and
the quality of the tobacco consumed.)Tobacco consumption is a
matter of personal taste, with infinite variations from individual
to individual. In general, the amount of income 15 a factor in
consumption, but there is no marked relation between the two.
Investigations show that the number of cigarettes consumed is
much the same among smokers of all incomes, except the very

1 Conducted by Charles Madge in Gloucester (|941), Glasgow (1941), and
Leeds {(1942).
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poor. There are differences in the amount expended, owing to the
difference in brands consumed by the lower and higher groups,
and since brands vary in price and in the amount of tobacco in the
cigarettes, the aggregate burden of duty shows a closer relation
with income than does the number of cigarettes smoked. Itis of
interest to note that occupation, age and sex have a far greater
influence than income on the consumption of tobacco.

{ The burden of the tax on alcoholic drinks depcnds upon the
nature and the amount of consumption.To arrive at an estimate
of the consumption of alcoholic drinks and also the duty paid on
them is even more complicated than in the case of tobacco. Regular
drinkers have a greater variety of choice than regular smokers.
They may consume beer, spirits or wines, or any variation of these
drinks, which are partly complementary and partly substitutes for
each other. The burden of the duty will vary very considerably
according to these variations. The consumption of alcohol, cither
in the form of beer, spirits or wine, although not independent of
income, is again, to a large degree, a matter of personal taste and
social habit. It is influenced to a great extent by occupation and
place of residence.

The burden on account of entertainments depends upon the
frequency of visits to places of entertainment, and the prices paid,
by the different income levels. While the latter is largely (although
not entirely) dependent upon income, the frequency of visits is
quite independent. In fact alternative sources of leisure may
diminish this frequency in the higher income levels.

The burden on account of private motoring is entirely de-
pendent on whether the tax-payer has a car or more than one car
and is using it to a greater or lesser extent. In 1941-42, the mileage
depended upon the ration allowances of petrol.

Individual cases may show many possible variations in the con-
sumption of drinks and tobacco, in the frequenting of cinemas, etc.;
and in motoring. Some individuals may abstain from all these
and avoid these taxes altogether. Others may indulge in all and
bear a very heavy burden indeed. The figures show that, even in
the case of a moderate consumption of tobacco and alcoholic
drinks, the burdén is a significant one on the lower and also on
the middle incomes.

For a moderate consumer of all four of these commodities the
burden of the duty on alcoholic drinks is heavier throughout than



32 THE TOTAL BURDEN OF TAXATION

that on account of tobacco. The burden on account of entertain-
ments is negligible at all income levels. For the year 194142, the
burdens on tobacco and alcoholic drinks approach each other very
closely, and at one point, the £500 income level, the tobacco duties
appear, on the assumptions made, to be the heavier. In 1937-38,
the taxes on private motoring constituted a heavier burden on
most of the incomes to which they applied than either the tobacco
or the alcoholic duties. In 1937-38, on the lower income groups,
the keeping of a motor cycle involved on the whole a heavier
burden than smoking and a rather smaller burden than drinking.

. BUrRDEN oF oTHER Taxes. A rough estimate was made of the
distribution of the burden of protective duties, taxes on production
in general, and of the purchase tax. We allocated these taxes on
incomes roughly in proportion to the expenditure which bears these
taxes. As the calculations have to be based on average periodical
expenditure on the goods and services involved, individual cases
will differ from the average on account of differences in circum-
stances, family conditions, and for many other reasons. These taxes
appear to absorb roughly the same proportion of income on all
lower and middle levels, while the proportion of income paid on
account of these taxes decreases with increasing incomes (from
£1,000 upwards). The effect of these taxes—which in the great
majority are of recent origin, imposed since the last war—is to
make the burden of the lower incomes considerably heavier and
to accentuate the regressiveness of the tax system.

IV. The Burden of Taxation on Different Soctal Classes.

Another aspect of the distribution of taxes requires further ex-
amination, namely, which taxes weigh most heavily upon the
different social classes. The latter can be conveniently grouped
into the higher group, over £1,000, into the middle group, of the
order of from £300 to £1,000, and the lower group, with incomes
up to £300. Table 16 shows the burden of the main tax items on
the lowest of these three classes. The results show that the lower
classes are bearing a tax burden which is not negligible, even
without the tax which they pay on account of their consumption
of tobacco and alcoholic drinks. If we take a moderate consump-
tion of tobacco and drinks, the aggregate of all other taxes paid
appears to be heavier at almost all income levels than the amount
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paid on tobacco and alcohol. Heavy smokers, heavy drinkers, or
those who indulge unduly in both smoking and drinking, pay a
very heavy contribution to the Exchequer in the form of duties
on tobacco and alcoholic drinks. This is especially the case in the
year 1941—42. The burden of these taxes had increased to a greater
extent in that year than that of other taxes. This is partly due to
rationing, restriction of imports and the short supply of some other
goods. As the taxation of the lowest group depends to a large
extent on indirect taxes, the distribution of the burden in thisl
group is regressive. This picture, however, is incomplete without
taking into account rates on dwelling-houses on the one hand and,
on the other hand, the effect of that part of public expenditure
which benefits these classes more than the others. These factors
will not, howcver alter the general tendency as ascertained
above.

The main items of the burden on the middle-class incomes is
given in Table 17. In 1937-38, for the lower-middle incomes,
duties on tobacco and alcoholic drinks, on the one hand, and all
the other taxes together, on the other, roughly balance. The
burden of both groups separately (or the two added together) was
not heavy; while the burden on the consumption of tobacco and
alcohol is significant only if consumption is heavy. In 1941-42
income tax is, throughout the middle income groups, the main
item of the burden. The burden of both tobacco and alcohol duties
has also increased ; this applies especially to the burden of tobacco
duties, as some of the alcoholic drinks consumed by these classes
(wines or spirits) are in short supply. .

Table 18 shows the main items of the burden on families in the
higher income strata. As will be seen, the burden of the income
tax and surtax is the overwhelming item. The burden of duties on
essentials (tea, sugar, etc.) is insignificant. Even heavy spending
on private motoring, smoking and drinking would amount, in
terms of duty, to a very small percentage of the income tax and
surtax payable, except at the lower end of the group.

Table 12 A shows the increase in the burden of taxation on
earned incomes from 1937-38 to 1941—42. While the burden on
the lower incomes increased roughly by 50 per cent, the burden
on middle incomes was approximately doubled. The burden on
higher incomes, as compared with the level of 1937-38, increased
by 70 to 8o per cent.

SR 3
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Perhaps a fairer comparison is that shown in Table 12 B.
Between 1937-38 and 1941—42, net incomes (i.e. incomes after
tax) were reduced by 8 per cent where the gross (earned) income
was £200, by 25 per cent at £1,000, by 39 per cent at £5,000 and
by no less than 79 per cent at £50,000.

»

V. The Unavoidable Tax Burden on Different-Sized Famailies.

It is of interest to compare the unavoidable burden of taxation
(income tax, social insurance contributions, duties on tea and
sugar) according to the size of the family. Throughout the income
scale, except at the very bottom, married couples pay a lower
percentage of their incomes in these taxes than single persons.
Above roughly £300 in 1937-38 and roughly £250 in 194142,
the burden of taxation falls as the size of the family rises. But
below these limits, large families bear a heavier burden than small.
It should be particularly remembered in this connection that the
burden of rates, which will tend to be heavier on large families,
has not been included in these figures. Tables 5-8 show the
burden of the main unavoidable taxes, other than rates.



CHAPTER IV. SUMMARY OF CONCLUSIONS

The purpose of the enquiry was to estimate the money burden of
taxation—that is, the amount of taxation taken at selected income
levels for the pre-rearmament year 1937-38, and in the year
1941—42. This enquiry covers a wider field than its predecessor, the
Colwyn Committee’s Report of 1927," as not only have additional
taxes collected by the Exchequer been included but also rates on
business premises, compulsory contributions to the social insurance
schemes, Post Office net revenue, and the wheat and coal levies.
The burden of the taxes on business profits and of rates on dwelling-
houses has been estimated as a whole, although not on individual
incomes. Our analysis of the tax burden, therefore, covers almost
the whole field of taxation. On individual incomes 82 per cent
of the total tax burden is allocated for 1937-38 and nearly 7o per
cent for 1941-42.

It is not proposed to summarize the thousands of details dealt
with in the following chapters and statistical tables. To do so would
bewilder the enquirer and distract him from the broad facts that
have to be understood. It is, however, necessary in the briefest
possible way to set out the main conclusions.

" First, there has been a large increase in the Exchequer net
receipts from taxation in recent decades.) The following per capita
figures show the payment of taxes into the Exchequer:

L = FARN A
{per head) (per head)
1913-14 3 12 1937-38 17 16
1925—26 15 2 1941-42 40 17

If all compulsory contributions, such as social service contributions
and rates, are included, the following are the per capita figures:

P A L s

{per head) (per head)
1913-14 5 19 1937-38 24 16
1925-26 20 8 194142 51 14

Second, the distribution of the tax burden in 1437-38 did not
differ to any large extent from the distribution that obtained during
the period following the last war." The distribution in 1937-38
1 Cmd. 2800, 1927.
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36 SUMMARY OF CONCLUSIONS

was markedly progressive at the upper end, from f1,000 up-
wards, and regressive at the lower, viz. on incomes up to £300
per anmum. The burden on the middle incomes, i.¢. on incomes
from £300 to £1,000 per annum, was relatively light.

{ Third, war-time taxation, as has been shown from the data for
1941-42, has eliminated the light treatment of the middle incomes.
The distribution of the tax burden is noticeably progressive from
incames of {250 per annum upwards and especially on incomes
of £1,000 per annum upwards, War-time taxation, however, has
not changed the regressive nature of the burden on incomes below
£250 per annum. Indeed, regression has become even slightly
more marked.

< Fourth, in 1937-38 direct taxation was mainly a burden on the
higher incomes of £1,000 per annum and over, while the burden
was of little account in the middie and lower income groups, for
which indirect taxation was the great¢r burden. In the year 1941-
42 the lower income groups bore a larger, but still not a heavy,
burden on account of direct taxes. In the middle income groups,
£300 to [1,000 per annum, dircct taxes have become an im-
portant item, while the burden in the higher income groups, i.e.
over £1,000 per annur, is very heavy. The recent increase in the
burden of direct taxation is entirely due to increases in the burden
of income tax and surtax. The present scope of income taxation is
wider than hitherto. At the lower end single persons with 42s.
a week are liable to income tax. At the upper end income tax
leads with the surtax to an actual ceiling of possible spendable
income at about £7,000, which requires a grossincome of £ 150,000.
This increase in the taxation of income is the most striking develop-
ment in British (axation and is nothing short of revolutionary. It
will be explained in Chapter vi that the increases in the income
tax and surtax have the effect of reducing the proportion of income
which should be allocated for death duties. This is because the
burden on income of payments of death duties is the loss of income
which the capital payments on account of death duties create; and
the more the State takes away in other forms of taxation, the smaller
will be the effect on net incomes of any reduction of capital. At
the same time, with the current system of taxation, it is impossible
to maintain capital intact, over successive generations, above
a certain level. Of the other taxes classified as direct, employees’
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social insurance contributions are at present a burden on the lower
income groups up to £420 and represent a burden of approxi-
mately 2 per cent of the total incomes. :

L Fifth, of the indirect taxes tea and sugar duties are a heavy
burden on the two lowest income levels, £100 and £i150 per
annum, and espectally where large families are concernedThe
duties on tobacco and alcohol, even if tobacco and alcoholic drinks
are consumed in a moderate degree, are a heavy burden on the
lower incomes (i.e. up to £300 per annum) and on the middle
incomes {i.e. from £ 300 to £1,000 per annum). Above £1,000 per
annum (i.e. on the higher incomes), the burden of these duties is
insignificant as compared with that of income tax and surtax.
It may be noted that the lower income groups (i.e. incomes up
to £300 per annum) are bearing a significant burden of taxation
apart from the duties on tobacca and alcoholic drinks. This is clear
if the burden of tea and sugar duties is added to the burden of
‘other items’ (viz. on cocoa, wheat, coal), of the purchase tax
and of the taxes on production in general.

i Sixth, a comparison of the burden on account of tobacco, alco-
holic drinks, private motoring and entertainments shows that, if a
moderate use of all four is assumed, the burden of the taxation of
private motoring is heaviest (in the income groups which are
affected by them at all), followed by alcoholic drinks, and very
closely after alcoholic drinks comes that of tobacco. The burden
of the entertainments duty is negligible.”

The detailed figures are given in the different tables of this
Report. Those who desire to see at a glance the unavoidable burden
of taxation on the representative family, the family of four {man,
wife and two dependent children) should consult Tables 5-8 on
PP- 39-50. Those who are interested in the burden of taxation on
tobacco and alcoholic drinks should consult Table 10 on pp. 52-53.
Those who wish to examine the order of magnitude of the total
burden of taxation as covered by the present enquiry should consult
Table 12 on p. 56.
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POSTSGRIPT

The calculations were completed at the end of the calendar year
1941. The figures of the burden of indirect duties for 1941-42 were
based mainly on the estimates of yield given by the Chancellor of
the Exchequer in his Budget speech of April 1941, corrected for
the increases in yield that were apparent by December.

This book was in proof by the end of the financial year, when it
became apparent that, in some cases, the increases in consumption
and in yield were even larger than had seemed likely in December.
The estimates of the burden of certain duties (those on alcoholic
drinks, on entertainments, on ‘other foods’, of the protective duties
and of Post Office net revenue) may therefore be somewhat under-
stated. The increaSed yield, however, is more likely to have been
due to an increase of incomes than to an increase of consumption
at each income level. Even if it were wholly due to the latter
cause, the figures for 194142 in the last column of Table 10 would
not be increased by more than 1 per cent of total income on the
very smallest incomes. The difference would be about o-5 per cent
at £500, 0-2 per cent at £2,000, and entirely negligible above

£5,000.

APPENDIX TO PART I
SUMMARY TABLES AND CHARTS

NotTEes oN TaBrLes 5-8 (Group A)

This group of tables shows only the burden of the ‘unavoidable”’ taxes that are
paid out of income, i.c. the income tax and surtax, social insurance contribu-
tions, the ica and sugar duties and small indirect dufies of the same nature. The
burden of death duties is not included in this group of tables,

The burden of income tax and surtax is calculated on the statutory basis.
The burden of the employees’ social insurance contributions is taken as equi-
valent to 44 contributions per annum for an adult man in 1937-38 and 48
contributions in 1g941-42 (vide Chapter xiv}. The burden on account of tea
duty, sugar duty and small indirect taxes (on coffee, cocoa, etc., on household
matches, on wheat, 1937-38, and on coal, 1941-42) was based on estimated
consumption of these commodities. There is a small margin of error in all these
estimates.
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TasLe 5. THE BURDEN oF TAXATION ON INDIVIDUAL INCOMES,
1937-38

THe UsavomasLy BurbDEx,

Married Married couple with
couple - A “
Single without one two three
person children child children children
L s d £ 5 d £ s d 5 a 5. d.
1. Income tax and surtax. Fully earned tncomes

I 13 4 — — . —

5 0 0 — — — —

8§ 6 & 113 4 — — —

12 10 © 5 0 0 — — —

22 10 © 8§ 6 8 3 6 8 — —
52 10 © 42 10 O 1710 © 8 8 3 6 8
152 10 0 132 10 © 117 10 © 102 10 © 87 0o o
377 10 0 357 10 O 342 10 © 327 10 © 312 10 ©
530 0 o0 510 0 O 495 © 0 480 0 o 465 0 ©
"é‘gé 7 6 Last 7 6 1,429 7 6 1,414 7 6 1,359 7 6
3 19 6 38917 6 986117 6 384617 6 383117 b
9,559 7 6 9539 7 6 9524 7 6 9509 7 6 3,494 7 6
28,934 7 6 28,314 7 6 28299 7 6 28284 7 6 28,269 7 6

2. Income lax and surtax. Fully investmen! incomes

43 4 - - - —

8§ 6 8 113 4 — — —

15 0 © 516 8 16 - 8 - —

27 10 © Io 0 © 5 0 0 — —

40 0 o 20 0 O 9 3 4 4 3 4 —
77 10 o 57 10 © 42 10 0 27 10 O 12 10 ©
202 10 0 182 10 o 167 10 © 152 10 0 137 10 0
452 10 © 432 10 © 417 10 © 402 10 © 8y 10 o
5 6 O 585 o o 570 0 O 565 0 © 540 G O
1,59 7 6 1519 7 6 1504 7 6 4By 7 6 1474 7 6
3971 17 6 3031 17 6 3,096 17 6 3921 17 6 g,qo 17 6
063¢ 7 6 gb14 7 6 9599 7 6 9584 7 6 g 7 6
28409 7 6 28,389 7 6 28374 7 6 28359 7 6 28344 7 6

3. Employees’ social tnsurance contributions

3710 0O 310 © 310 O 310 O 310 O
310 O 310 © 310 © 310 © 31 O
310 0 310 0O 310 O 310 O 310 ©
3 10 © 310 © 3 10 © 310 O 310 o
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TABLE § (continued)

Married Married couple with

couple e ~A —

Single without one two threc
Income person children child children children

; L s d. £ 5 d L 5 4 £ 5 d L s

4- Tea duty
100 4 8 6 B 7 11 [ o 6
150 5 9 8 3 g 8 1t O 12 11
200 6 3 8 1 10 6 12 6 12 O
250 6 5 9 2 10 g9 12 10 14 4
300 6 4 9 o© 10 8 12 9 14 2
350 6 3 8 11 19 6 12 6 14 ©
500 6 3 B 1t 1o 6 1z 6 14 o
1,000 6 3 8 n 1o 6 iz 6 14 ©
2,000 6 g 8 tr ic 6 12 6 14 0
2,500 6 3 8 11 io 6 1z 6 14 ©
5,000 6 3 8 11 10 6 12 6 14 o
10,000 6 3 8 11 10 6 12 & 14 ©
20,000 6 1 81 10 6 12 6 14 ©
50,000 6 3 811 o0 6 12 6 14 @
5- Sugar duty

100 8 o 15 1 1 010 1 5 5 I 9 3
150 g 8 18 2 15 1 110 8 115 4
200 w0 6 19 to t 7 2 113 3 t 18 5
250 i1 g I 1 3 1 g 2 115 8 2 1 %

300 11 10 I 2 L0 9 117 & 2 3
250 12 b 1t 3 7 112 § 119 8B 2 5 10
500 1Z 9 1 4 2 113 2 2 0 7 2 6 1f
1,000 12 g 1 4 2 T 13 2 2 0 97 2 611
2,000 12 g T4 2 113 2 2 o0 5 2 6 11
2,500 12 g 1 4 2 113 2 2 0 7 2 6 171
5,000 12 g I 4 2 113 2 2 0 7 2 611
10,000 12 g I 4 2 113 2 2 0 7 2 61
20,000 12° g I 4 2 113 2 2 0 7 2 611
50,000 12 g 1 4 2 115 2 2 0 7 2 61

6. Small indirect taxes

100 4 3 5 6 6 6 7 6 8 g
150 4 9 6 o 7 3 8 6 9 9
200 5 3 6 b6 7 9 g © 10 3
250 5 9 7 o 8 6 10 © g
300 6 3 7 6 g 3 10 6 12§
350 6 9 8 o 9 9 1z 6 12 9
500 7 3 09 0 It g 12 6 13 9
1,000 7 3 9 0 11 3 12 h 13 9
2,000 7 3 9 0 11 g 12 6 i3 9
2,500 7 3 g 0 It 3 12 6 13 9
5,000 7 5 9 o 1T g 12 6 i3 9
10,000 7 3 g o - 12 6 13 9
20,000 7 3 9 o 1 3 12 6 13.9
50,000 7 3 g o 1 3 12 6 13 9
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TABLE § (continued )
Married Married couple with
couple . A ~
Single without ane two three
Income’ person children child children children
A N A £ s d L s d L s 5. d.
7. Total unavoidable taxes paid out af earned incorre
{Including employees’ social insurance contributions)
100 4 611 419 3 5 5 3 5 12 4 518 6
150 6 3 6 5 2 5 512 0 6 o 8 6 8 o
20D g12 o 5 5 3 515 5 Ggg 612 8§
250 13 o 1 7 0 9 518 5§ 6 6 6 16 10
300 13 14 5 6 18 11 2 10 .8 3 0 It 3 g It
350 23 15 6 10 7 2 519 4 3 38 312 7
500 53 16 § 34 12 1 20 4 LI T2 g 7 1 4
1,000 153 16 3 134 12 1 120 4 11 105 15 7 91 4 8
2000 37816 3 359 12 1 345 4 11 33035 7 316 4 8
2,500 531 6 3 512 2 1 407 14 11 483 5 7 468 14 8
5,000 1,465 13 g [,346 9 7 1,432 2 5 I,4I7 13 1 1,403 2 2
10,000 3,808 3 9 387819 7 386412 5 3B 3 1 383512 2
20,000 g,560 13 g %541 9 7 $527 2 3 $531213 1 9498 2 2
50,000 28335 13 g 28,316 g 7 2Bgoz 2 3§ 28,287 13 1 28273 2z 2
8. Total unavoidable taxes pard out of investment income
(Excluding death duties)
100 16 11 i 7 3 115 % 2 2 4 2 8 6
150 5 3 6 T2 5§ 2 2 0O 210 8 218 o
200 g 8 8 3 8 7 2 5 5 214 9 3 2 8
250 16 3 5 714 1 3 5 1 218 & 3 610
300 28 14 5 11 1311 710 8 3 011 3 g II
350 41 5 © 22 o 6 11 16 o 5 7 0 g 12 7
500 78 16 3 5g 12 1 45 4 11 30 15 7 16 4 8
1,000 203 16 § 184 12 1 150 4 11 155 15 7 141 4 8
2,000 53 16 3 4%4 12 1 420 4 II 405 15 7 391 4 8
2,500 b 6 3 587 2 1 572 14 I1 558 5 7 543 14 8
5000 1,540 13 9 L,52t 9 7 1,507 2 5 1,492 13 1,478 2 2
10,000 3,973 3 9 953 19 7 3939 12 5 3,925 3 I 39101712 2
20,000 9,685 13 g 0,616 g 7 9602 25 958713 1 9573 2 2
50,000 28,410 13 g 28301 9 7 28,377 2 5 28,362 13 1 28,348 2 2
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SUMMARY TABLES AND CHARTS
Tapre 6. THeE BURDEN OF TAXATION ON INDIVIDUAL INCOMRS.
TuE UNavoibaBre BURDEN, 194142
Married Married couple with
couple p - ~
Single without one two three
person children child children children
L 5 d L s d £ s d L s d £ s d
1. fncome tax and surtax, Fully earned incomes
1717 6 — — — —
32 10 0 13 0 0 — — —
47 2 6 27 12 & r 7 6 — —
66 2 6 42 5 © 26 o0 o 915 © —
83 12 6 58 12 6 r40 12 6 2g 7 6 8 2 6
156 2 6 26 2 6 wr 2 6 7% 2 6 52 o0 0
381 2 & 361 2 6 326 2 6 301 2 6 276 2 6
856 2 6 826 2 6 Bor 2 6 776 2 6 751 2 6
L,156 2 6 1,26 2 6 1,00t 2 6 1,076 2 6 1051 2 6
2,837 7 6 2807 7 6 2982 7 6 27957 7 6 2,732 7 6
682 7 6 6832 7 6 6807 7 6 682 7 6 6,757 7 6
16,174 17 6 16,144 17 6 16,119 17 6 16,094 17 6 16,069 17 6
45424 17 6 45304 17 6 45360 17 6 45344 17 6 45319 17 6
2. Income tax and surtax. Fully invesbment incomes - .
22 15 © 3 5 0 — — —
39 0 © 19 10 © 3 5 0 — —
586 2 6 35 15 © 19 1¢ 0 3 5 © —
81 2 6 52 0 © 35 15 0 19 10 © 3 5 @
106 2 6 76 2 6 52 0 © 35 15 © 19 10 ©
181 2 6 151 2 6 126 2 6 o1 2 6 76 2 6
431 2 G 401 2 B 376 2 6 351 2 6 326 2 &
931 2 6 gor 2 6 876 2 6 851 2 6 Bab 2 6
Legr 2 6 1201 2 & 1136 2 6 1,151 2 6 1,126 2 &
2,912 7 6 2882 7 6 2857 7 6 28 7 6 287 7 6
6,937 7 6 B907 7 6 682 7 6 6857 7 6 6832 7 6
16,249 17 6 16,219 17 6 16,194 17 6 16,169 17 6 16,144 17 6
45499 17 6 45,469 17 45444 17 6 45419 17 6 45304 17 B
3. Employees'ssocial insurance contributions
4 8 o 4 8 o 4 8 o 4 8 o 4 8 o
4 8 o 4 8 o 4 8 o 4 8 o 4 8 o
4 8 o 4 B o 4 8 o 4 8 o 4 B o
4 8 o 4 8 o 4 8 o 4 8 o 4 8 o
4 8 o 4 8 o 4 8 o 4 8 o .4 8. o
4 8 o 4 8 o 4 8 o 4 8 o 4 8 o
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TasLE 6 (continued)

Married Married couple with
couple - A ~
Single without one two three
ncome person children child children children
£ s d L s 4. 4 s d L s d £ 5 d
4. Teaduty
100 4 0 7 8 i1 2 i3 8 16 1
150 4 2 7 1o 15 15 1 18 =2
200 4 3 7 11 11 6 15 1 18 ¢
250 4 3 g8 o i 7 15 3 18 10
300 4 3 7 11 11 6 15 2 18 g
350 4 3 7 11 1 6 15 I 18 g
500 4 3 7 1I ir 6 15 1 18 g
1,600 4 3 7 11 1 6 15 I i g
2,000 4 3 7 11 1 6 15 1 18 9
- 2,500 4 3 7 11 n 6 15 1 18 g
- 5,000 4 3 7 11 11 6 15 1 18 g
10,000 4 3 7 o1t ir 6 i5 1 18 g
20,000 4 9 71 11 6 15 1 i8 o
50,000 4 3 7 Il i1 6 I5 1 . 18 g
5. Sugar duty
100 12 1 1 2 5§ riz 7 2 011 2 8 10
150 13 1 I 4 5 115 3 2 4 2 212 8
200 i3 7 I 5 5 116 7 2 5 10 214 7
- 250 13 10 I 5 9 117 1 2 6 6 215 3
300 13 11 1 6 o 117 6 2 611 2 15 10
350 14 7 1y 2 11y 1 2 81 2 15 10
.. 500 14 8 1 7 6 119 7 2 g 6 2 1B 1
| 1,000 14 8 1 7 6 119 7 2 g 6 218 g
2,000 14 8 1 7 6 119 7 2 g9 6 218 g
- 2,500 14 8 1 7 6 119 7 2 g 6 218 ¢
- 5,000 14 8 1 7 6 119 7 2 g & 2 18 g
10,000 14 8 1 7 6 119 7 2 g 6 218 g9
20,000 14 B8 17 6 119 7 z g 6 218 g
50,000 14 8 1 7 6 119 7 2 g 6 218 g
6. Small indirect taxes
100 6 6 7 O 8 o g 6 g o
150 7 0 8 6 10 o io 6 1 0
200 7 6 10 © 11 © 11 6 12 ©
250 8 6 i1 o 12 © iz 6 13 ©
300 g 6 12 0 13 0 13 6 14 ©
350 10 6 13 © 14 © 14 6 15 O
500 11 & 14 6 15 © 15 6 15 o
1,000 11 6 i4 6 15 © t5 6 16 o
2,000 11 6 14 6 15 © 15 6 16 o
2,500 11 6 14 6 13 © 15 b 16 o
. 5,000 1r 6 14 6 15 O 15 6 16 o
10,000 11 6 14 6 15 0 15 6 16 o
20,000 11 6 14 6 15 © 15 6 16 o
50,000 ir 6 14 6 15 o 15 6 t6 o
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TABLE 6 (continued)

Married Married couple with

couple p A N

Single without one two three
person children child children children
L s 4 £ s d L s d L s d L s d

7. Total ungvoidable taxes paid out of earned income
(Including employees’ social insurance contributions)
510 7 6 5 1 619 g 710 ¥ 8§ 111
23 9 9 6 8 ¢ 7 4 8 717 9 8 g 10
38 3 4 Ig 11 4 7 71 8 o 5 813 4
52 17 1 34 5 3 18 16 =2 8 2 g3 815 1
71 18 2 48 18 11 %3 10 © 17 18 7 § 16 7
94 9 Io0 65 8 7 48 5 1 32 14 © 17 2 4
157 12 11 128 12 5 104 8 % o 2 7 56 13 b
g2 12 11 353 12 5 329 8 7% 305 2 7 280 16 o
857 12 11 828 12 & dog 8 = w8o 2 7 485 16 O
L5y 12 11 1028 12 5 1,104 8 7 o080 2 7 1,055 16 o
2,838 17 11 2,809 17 5 2,785 13 7 2761 7 7 2,937 1 o
6863 17 11 6,834 17 5 6810 13 7 6,786 7 7 6,962 1 o
16,176 7 11 16,147 7 5 16,023 3 7 16,008 17 7 16,074 11 ©
45,426 7 11 45307 7 5 45373 3 5 45348 17 7 45324 11 o
8. Total unavoidable taxves paid out of investment income
(Excluding death duties)

1 2 7 I 17 1 2 1l g 3 3 1 3 13 13
23 19 I 5 5 0 2 16 8 3 9 9 4 I 1D
40 5 2 21 13 4 6 I 31z 5 4 5 4
57 9 1 37 19 9 22 10 8 619 3 4 71
82 10 2 54 5 11 38 17 o 23 5 7 713 7
197 11 70 . 78 10 7 55 4 7 39 13 6 24 1 1D
182 12 11 5% 12§ 12g 8 7 105 2 7% 8o 16 o
432 12 11 403 12 5 379 8 7 355 2 7 33016 o
932 12 I1 go3 12§ 879 8 7 855 2 7 Bgo 16 o
1,232 12 11 1,203 12 5 LI79 8 7 55 2 7 1,130 16 o©
2,913 17 11 2,884 17 5 286013 7 2836 7 7 2812 1 o
6,938 17 11 6,909 17 5 688513 7 6861 7 7 6837 1 o
16,251 7 11 16,222 7 5 16,198 3 7 16173 17 7 16,149 11 o
45501 7 11 49472 7 5 45448 3 7 45423 17 7 45309 11 o
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TabLe 7. THE BURDEN OF TAXATION ON INDIVIDUAL INCOMES.
Tre UnavotpaBLE BURDEN, 1g537-38

Married “ Married couple with
couple — —* \
Single without one two three
Income person children child children  children
4 %o %o %o % o

1. Income tax and surtax. Fully earned incomes

o0 — — — — —
150 (R — —_ — —
200 25 — — — —
250 33 o7 — - -
300 42 17 - - -
350 64 24 09 — —
500 1oeg 65 35 £7 o7

1,000 152 152 11-7 10°3 87
2,000 189 179 151 164 156
2,500 2r-2 204 1g-8 19-2 186
5,000 2g-5 28-g 286 28-3 28-0

10,600 390 38-8 336 38-5 383

20,000 478 477 476 47°5 475

50,000 567 566 566 566 56'5

2. Tncome tax and surtax. Fully tnvesiment incomes
160 — — — — —
150 2-8 — — — —
200 42 -8 — — -—
2R/0 60 2-3 03 — ——
300 g2 33 17 - —
350 114 57 20 12 —
500 15'5 115 85 55 25
‘1,000 202 18-2 16- 152 137
2,000 226 21-6 209 2071 19°4
2,500 242 234 22-8 22-2 216
5,000 30-8 304 30t 2g9-8 2G5

10,000 397 39'5 394 392 391

20,000 48-2 481 48-0 479 478

50,000 56-8 56-8 567 567 567

3. Employees’ social insurance contributions

100 35 35 35 35 35
150 23 23 23 23 2:3
200 -7 17 7 17 1-7
250 14 1°4 14 14 "4
300 — — — — —
350 — — — - -
500 — — — — —
1,000 — — — — —
2,000 — — — — —
2,500 - — ’ - -
5,000 — - -— = —
10,000 — - —- — —
20,000 — — — — —

50,000 — — — -
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Smgle
person
Yo

o2
02
o2
o1
ol

o
e
003
002
00l
0-00b
0903
0-002
0001

007

002
o014
0007
0004
0002
0001

TABLE 7 (continued)

Married Married couple with
couple p - -
without one two three
children child children  children
o s o o/
Vil P FQ fdud
4. Tea duty
o3 04 o5 05
o3 03 o4 o4
o2 o3 03 03
o2 02 03 03
0-1 o2 o2 o2
ol o1 o2 02
009 or o1 o4
004 0°05 006 o0y
002 003 003 003
002 0-02 003 003
ool 001 ool ool
0004 0005 o006 0:007
0'002 0003 0-003 0003
0001 0001 000! 0001
5. Sugar duty
o7 1o 12 1-5
o6 o8 10 12
05 0-7 o9 1-0
0-4 ob . o7 0-8
o4 05 b 07
03 o5 06 o6
o2 o3 04 o5
052 02 02 0-2
o-0b o-08 oI Tot
0'05 006 o008 009
002 003 004 005
ool 002 002 002
o-00b 001 ool ool
0002 0003 0004 0003
Small indirect taxes
03 03 o4 o4
02 02 03 o3
o2 0-2 02 o3
o1 o2 o2 o2
o1 o2 o2 o2
o1 01 02 o2
o1 o1 oI 014
005 o-0b 0-0h 007
002 003 c03 003
002 002 ©03 003
oot ool 001 001
0005 o006 0-006 0007
o002 0003 0-003 0:003
0001 0001 0001 0'001
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TABLE 7 (contintied)

Married Married couple with
couple p . \
Single without one two three
Income person children child children * children
% % % % %

7. Total unavoidable taxes paid out of earned income-
(Including employees’ social insurance contributions)

100 43 49 53 56 5'0
150 41 34 37 40 43
200 48 2-6 2'9 31 33
250 52 2-8 2+4 2:6 2-7
300 46 23 o8 10 12
350 6-8 30 7 09 i0
500 10-8 b9 40 23 14
1,000 154 135 120 10b 91
2,000 i8g 180 173 16-5 15-8
2,500 212 205 19°9 19°3 18+7
5,000 293 289 28-6 28-4 28-1
10,000 390 38-8 386 385 38-4
20,000 478 477 476 470 47°5
50,000 567 566 566 566 565
8. Total unavoidable laxes paid out of investment income
(Excluding death duties)

1oo o8 14 1-8 2-1 2:4
150 35 I 14 1-7 2-0
200 48 1y 12 14 1-6
250 b5 30 1'3 12 13
300 g6 39 2°5 10 1-2
350 11-8 63 34 2'1 1o
500 158 g 9'0 61 32
1,000 20" 185 170 155 it
‘2,000 22¢ 21-7 21°1 20°2 19°6
2,500 24'2 235 22-9 22-3 217
5,000 308 304 30°1 29-9 29'6
10,000 397 39°5 394 3g-2 392
20,000 482 481 480 4B-0 478
50,000 56-8 56-8 56-7 567 56-7
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TasLE 8,

Income *

100
150
200
250
300
350
500
1,000
2,000
2,500
5,000
10,000
20,000
50,000

100
150

250
300
350
500
1,000
2,000
2,500
5,000
10,000
20,000
50,000

100
150
200
250

350

SUMMARY TABLES AND CHARTS

THe BurpeEN oF TAXATION ON INDIVIDUAL INCOMES.

TrE Unavompapie BURDEN, 1g41-42
Married Married couple with
couple p A —

Single without one two three
person children child children  children

as [*X] Q Q 0

0 0 /D /D /a
1. Income lax and surlax. Fully earned incomes
11-g — —_ — —
16-2 b5 — — —
18-8 11-0 4'5 — —
220 141 8-7 32 —
25'% 16-7 1-6 b9 2'3
312 252 20-2 152 1074
381 351 326 30°1 27'b
42-8 413 4070 388 376
46-2 450 440 431 42'0
567 5001 556 55'1 546
686 68-3 681 67-8 676
809 Bo-y to-6 8o'5 8o
go-8 go-8 907 907 90

. Income tax and surtax. Fully investment incomes

152 2-2 — — —
195 97 1-6 — —
224 14°3 7:8 I3 —
290 17-3 11-9 65 I-1
30°3 20-7 149 10°2 56
362 302 252 20°2 152
43°1 40°1 376 351 32-6
466 451 458 42-6 413
492 48-0 470 461 450
58-2 576 571 66 56-2
69-4 691 68-8 86 65-3
812 81-f 810 80-8 8o-7
9r-0 909 909 908 go-8

3- LEmployees® social insurance contributions

44 44 44 44 44

2:9 2'9 2-g 2-g 2:9

2-2 2-2 2:2 22 2:2

1-8 1-8 18 . 18 1-8

-3 1y 15 1-5 s

13 13

1,000
2,000
2,500
5,000
10,000
20,000
50,000

'3 '3

P



Income

100
150
200
250
300
350

1,000
2,000
2,500
5,000

10,000

20,000

50,000

10,000
20,000

SUMMARY TABLES AND CHARTS

Single
person
o,

%

o2
01
o1
o008
007
000
0704
062
001
©-008
0004
0002
0001
0001

003
002
6012
0000
0005
0001

TABLE 8 (continued)

Married Married couple with

couple p A N

without one two three

children child children  children
% % % %

4. Tea duty

04 o6 07 o8
o3 04 o5 o6
oz e} 04 o5
o2 02 03 o4
o o2 g 03
o1 o2 02 o3
oo o1 02 02
004 o 06 o-08 oI
002 003 004 005
o-016 0-02 003 004
0008 0-01 0015 o002
0004 a-00b 0007 aol
0'002 0003 0°004 0005
0001 0001 0001 0°002
5. Sugar duty
1131 16 20 2-4
o8 12 1’5 1-8
o6 o'g I'I 1°4
o5 0" 09 I'I
04 06 o8 o
o4 o6 0] o
03 04 05 o6
014 02 02 3
007 o1 oI o1
005 o008 o1 o1
003 004 005 o-0b
0014 002 002 o003
0007 o0l 0012 0015
0003 0-004 0005 0006

. Small indirect taxes
o3 o4 [o3F ] o4
5] o3 04 o4
02 o3 03 03
02 02 02 03
oz 0-2 02 o2
o2 oz o2 02
014 015 02 o2
ooy 007 o-08 o-08
0'04 004 004 004

. 003 003 003 003

0014 (e} | o002 002
0007 0-007 0008 001
0003 0004 0°004 0004
0"0or 0001 0002 0-002
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TABLE 8 {continued)

Married Married couple with
coupie p= A, —
Single without one two three
Income person children child children . children
) Yo % Yo Yo Yo

7. Toial unavoidable taxes paid out of earmed income
(Including employees’ social insurance contributions)

100 56 62 Gg 75 80
150 156 42 48 53 57
200 190 9'7 37 40 44
250 212 137 76 32 3'5
300 24°0 16:3 111 b0 29
350 27°0 18-7 13:8 9'3 49
500 3I'5 257 20-9 16°1 114
1,000 38-3 354 330 304 2B-1
2,000 429 414 402 39-0 378
2,500 46 451 442 432 422
5,000 3 502 557 552 548
10,000 86 68-3 68-1 679 67-6
20,000 8og 807 806 8o5 80-4
50,000 oG go-8 go-7 goy go'b
8. Total unavoidable taxes paid out of investment income
(Excluding death duties)

100 1z 1-8 2+5 31 36
150 160 35 1-9 2:4 2-8
200 201 10°7 31 1-8 2-2
250 230 1502 o't 2-7 By
300 255 180 128 7-8 2-5
450 307 224 158 11°3 6-9
500 36°5 30°7 25 211 16-2
1,600 4%'3 404 300 354 331
2,000 467 43-2 440 42-8 41°5
2,500 493 481 4772 462 452
5,000 583 5777 57°2 567 gﬁ'4
16,000 69-4 -1 off-g 686 B-g
20,000 Br-2 811 8t-0 Bog Bo-8
50,000 guI 909 go-g go'g go-8
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NoTEs oN TaBrLEs g-11 (Group B)

This group of tables repeats the figures for the ‘unavoidable’ taxes given in the
previous group and adds to them figures for the estimated burden involved in
a moderate consumption of alcohol, tobacco, entertainments and (at certain
incomes) private motoring. The burden of death duties on investment incomes
is also brought in for the first time. The burden of Post Office net revenue is
included.

The burden of income tax and surtax is calculated on the statutory basis.
In the case of death duties the burden is represented by two limits according to
whether estate-owners are saving out of current income or not. For the actual
method followed vide Chapter vi. The burden of the employees’ social in-
surance contributions is taken as equivalent to 44 contributions per annum
for an adult man in 193738 and 48 contributions in 1941—42 (vide Chapter
x1v). The burden on account of consumption of tea, sugar, coffee, etc., tobacco
and alcoholic drinks, and on account of the entertainment tax, was estimated.
There is a margin of error in all the estimates of consumption. The burden on
account of private motoring is based on the use of one car (or more] with a
mileage of 9,000 per car in 195738 and 1,800-2,200 in 1941—42.

The tables also take account of protective duties, purchase tax and taxes on
production in general. The estimates for the last named are very conjectural,

The following itemns are excluded: taxes on business profits, and rates on
dwelling-houses.



Income

1937-38

100
159
200
250
Joo
350

1,000
2,000
2,500
5,000

10,000

20,000

50,000

1641-42
100
150
209
250

ase
soo

2,000
2,500
5,000
10,000
20,000
50,000

Income
1937-38
150

250

1,000
1,000
2,500
5.000

10,008

20,000

50,000

Income tax
and surtax

£ s,

Pt

L]
162 10
327 10
480 o

Lal4 7
3,846 17
29,509 7
28,284 7

MW N NN g

cribi

24
76

776
1,076
2,757
6,782

16,004
45,344

Income
tax and
surtax

32

69
142
63
388
43°F
551
6458
Borg
907

d.

[= 3= 3~ Y- 8 - N.N.N."]

[-X- 9= - 8- ¥, ¥ Yo ¥~ %)

TasBLE 9. THE Burnex oF Taxation oN FurLLy

Assuming a moderate consumption of alcoho! and tobacco and

_ Social

insurance

contribu-
tions

£ s
3 10
aq10
3
3

a
caooh

Fitlirrrlqa

PN
I I T
cocoaso

(Husband, wife and
-
Small

indirect Enter-

Tea Sugar taxes Tobacco Aleohol tainments
5od L o5 4 5. 4. 4 os 4 £ s d £ d

9 5 15 8 7 6 3 00 5 0 0 -

t1 6 110 8 B 6 4 0 0 7 0 0 6 o
tz2 h I 13 g 9 o 5 a0 8 o o 12 a
1z 10 11§ 10 0 515 © 0 0 o 10 0
iz g 117 8 w6 610 © i o o 1 4 0
1z 6 rio 8 11 6 7 0 © 11 0 © 1 B o
1z 6 2 o 7 12 b 8 o o II o © z ¢ o
12 6 2 o 7 12 & 810 o 15 0 © 3 00
12 6 2 o 7 12 6 90 o a o v 4 0 O
12 6 z o 7 1z 6 9 o o 35 0 © 410 0
1z 6 2 0 7 1z 6 9 2 0 45 o o 3 o q
12 6 z o 7 1z 6 9 oo 60 o o 5 & o
12 6 z o 7 12 6 g 0 0 60 o o 5 00
iz 6 2 0 7 iz & 9 6 o 6o o o 5 0 0
13 8 z o 8 6 7 © 0 B o o 30
15 1 2 4 2z o 6 9 5 o tr o o 8 o
15 1 zZ 5 10 i1 6 11 5 o 13 © 0O I§ o
15 3 z 6 6 iz & 13 o o i o © 15 0
15 2 z 61t 13 6 I3 10 0 16 o o 110 ©
15 1 2 Bix 14 6 15 1§ © 18 o o 115 ©
15 1 z g 6 15 6 B o o 1§ 0 © 2 5 0
15 1 z g 6 15 6 20 © © 18 o o 31 0 o
15 I 2 9 6 15 6 21 0 © 3 o o 318 0O
5 T z g 6 15 6 i1 o 0 6 o o 310 ©
15 1 2 ¢ 6 is € 21 0 & 42 0 o 4 0 0
15 I z g 6 15 6 2f o © 42 0 O 4 © D
15 I z g b 15 6 21 © © 42 o o 4 o D
15 1 z g & 15 O 2t o o 42 o © 4 © O

TabLE 10. TuHe BURDEN oF TAxaTiON ON FUuLLy

Assuming a moderate consumption of alcohol and tobacco and

Social
insurance
contribu-

tiona

Hana
= nd L LA

NN
WA 08O R

FETTIT

" See Postscript, p. 38.

{Husband, wife and
(In percentage

Small
indirect Entertain-

‘Tea Sugar taxes Tobacca Alcohol ments
o§ T2 04 30 5o —
-] e o3 27 47 o2
3] op o'z 25 40 o3
&3 o7 a2 z3 36 o4
oz 06 oz 22 33 o4
oz o-b oz 20 31 o4
or o4 o1 16 23 o4
ooh oz o1 op 15 D3
o3 [V .} ooy o046 1'5 -3}
oaj3 oof 003 o4 14 oz
ool c'o4 o1 o117 o9 o-0g
o006 002 0-008 ooy ob &0%
o003 oot o003 ©'045 L33 ©'02§
LR T-1 0904 ©°00I coil o1z ©'0or
o7 0 o4 70 8o o2
o5 I's o4 26z 73 o3
o4 I 03 56 o5 o4
o3 og o2 52 b0 o5
o3 o8 oz 48 53 o'§
o2 o7 oz 45 51 o5
oz oy -3 36 k§-] o4
ool 2] o'07 20 1B o3
o 04 ol 27} 1'ob 1°50¢ o'18
oc3 o1 003 o84 14 o'T4
o015 00§ ©03 sz o84 oo8
o007 003 ool ozl 042 -2-¥
o004 ool§ 0004 © 108 21 ooz
o001 o005 GO0z o042 ooBa o-on?



EAnneD INCOMES. 1037-38 AND 1941—42

{on incomes of £500 and over) a moderate amount of private motoring
two dependent children)

Tranaport
Taxes on

Private Buses Past Office Protective production Purchase Tutal burden
motoring and taxis net revenue duties in general tax of taxation
£ d L 5. d £ s d s. d. FAE T X £ d £ 5 d
— 9 0 2 0 1 6 a 210 o — 719 4
—_ ) ] 3 0 z 8 o 4 3 0 — 24 10 B
— i1 o 4 © 4 0 o ¥ o — 36 8 o
- 1z 0 s 0 5 00 g % o — 34 16 6
— 15 o ¥ o 17 o Eio o — 36 3 I
— 17 o 9 © g 5 o 9 38 o —_ 39 I 8
1512 7 Ig © I3 © 316 o 13 6 © -— 72 o 10
4 z 9 1o o [EI1I0 O Iy 4 a 2z o o —_ Ig2 I1 7
3010 7 2 0 0 119 Q 1514 © j810 0 — 71 0z
30 10 7 2 o o 110 a ib 8 o a4 0 O — 35 4 2
63 z v 2 00 110 © 1814 o 65 o o — 1,626 19 &
7811 2 2 0 0 110 O 24 14 © 195 © © — 4,135 14 3
oz 3 2 2 00 110 O 35 I4 © 175 9 © — 0,903 O 13
1y 171 9 z2 00 110 0 5314 © 300 0 © —_ - 28,836 8 10
8 o z2 6 3 © 117 0 1Y o8 27 11 %7

- 9 o i 90 18 o 3 2 © 3 2 0 3 5 6

- 0 o 5 o I350 © 4 7 0 3 7 0 42 9 5
- 11 o 7 3 17 O £ 3 0 4 2z 0O 48 17 6

— 12 0 8 & z 3 o 6 z o 5 0 0 b4 4 1
- 14 © 11 © z b o 611 o 6 7 o 84 3 o
12 14 2 3 o 8 6 3 g o g I 0 10 0 O 151 tg 3
5 7 35 16 o 117 © K] o iz 6 o 5 ¢ © 307 17 ©
412 3 1 o006 117 ¢ 4 4 © 18 g o 25 ¢ @ 919 14 Io
412 3 T oD 117 o 4 B o 2I 0o © 2716 aQ 1,230 19 10
412 3 [ 17 © 618 o 35 o © 43 15 © 2,051 O 10
34 12 3 i 00 117 O B13 o 55 ¢ © 5 0 O 7,004 14 IO
3412 3 I oo 117 o 1018 o 85 o o g6 0 O 16,340 4 10
1412 3 I a o 117 © 1518 © 120 0 o 50 0 o 45,630 4 1o

Eanrxep INcoMEs, 1937—3B AND 1941—g2'
(on incomes of £500 and over) a moderate amount of private motoring
two dependent children)

of income)
Total burden
Transport Past of taxation
— Office Taxes on Total Total paid out
Private Buses net Protective production Purchase direct indicect  of eamed
™otoring  and taxis revenue duties in general tax taxes taxes incomes
— o4 o1 13 2+5 — 13 144 179
- o3 o1 1-6 z-8 23 141 164
—_ a3 o-t 20 ER — 17 13°5 15z
— oz 01 2-0 2-7 — 14 12°§ 13'9
— oz -8 19 28 — — 11°9 11°9
—_— oz -3 18 27 —_ - 1§ 1r-3
31 o2 a2 18 27 _ | 54 12 14'5
z4 oy ot 11 22 — 103 90 193
19 o1 oo o8 19 — 104 7L 234
15 ool o-0b o7 18 — 19z 6z 254
13 oo o0y o4 13 — 283 42 3z's
o713 a0z 0015 o'z 10 — 385 zB 41°3
Q307 aar o007 o2 o'g _ 475 20 495
0243 ©-004 ©'003 o1 ob — 566 ot 577
—_ 04 ox o6 18 18 44 232 276
— o3 or o'h 2'1 20 3 233 242
—_ oz ot o7 3 7 22 . 19- 208
— 02 o1 07 21 16 18 17 196
— o2 ox a7 za 17 47 185 212
— az a2 o7 19 8 Bz 160 2472
26 ot oz o0 19 20 15'2 152 305
8 o1 oz o3 1z 18 a1 97 198
17 o605 -3-1] oz - oq 12 388 T2 460
I3 004 o'oY a2 a8 I 47K 6z 493
(311 a0z ao37 01 o7 g 5 39 500
o346 901 [-%-11:1 o1 o5 o5 78 23 701
o'Ly3 o003 0699 605 o4 03 8o-5 1z 817
o068 0002 a0a3 a0} oz o1 907 o6 913
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TanLe 11. THE BurDEN oF Taxation oN Furry INVESTMENT INCOMES.
1937-38 AND 194142
Assurning a moderate consumption of aleohol and tobacco and (on incomes
of £500 and over) a moderate amount of private motoring

(Husband, wife and two dependent children) (In percentage of income)

Total burden of direct Total burden of

taxes (income tax, Total taxation paid out of

surtax and death duties) burden investment income

r e o) of all r - =
Income Mipimum Maximum  indirect  Minimum Maximum
£ burden'® burden ! taxes?® burden* burden?®
1937-38
100 20 2-1 144 164 165
150 20 27 141 161 16-2
200 20 2'5 15375 15°5 160
250 2°4 25 126 150 153
300 2:4 2:7 120 14'4 147
350 34 3-8 11°3 147 157
500 75 g6 12°7 2072 22°3
1,000 185 22'0 91 27'6 gI°I
2,000 24'8 311 71 319 382
2,500 291 34-8 6-2 233 4t-0
5,000 352 478 42 394 52'0
10,000 444 63-9 2-8 472 66-7
20,000 532 68-4 20 552 70°4
50,000 621 68-5 11 632 69-6
194142

100 20 21 29-g 253 254
150 2-0 21 214 294 295
200 2:0 25 19-3 213 21-8
250 33 42 180 213 22-2
300 81 94 165 24-6 25-g
350 -8 13-1 160 27-8 2g'T
500 21-8 24+ 153 37-1 402
1,000 377 429 97 47°4 32‘6
2,000 46-2 566 7.2 554 3-8
2,500 496 62-6 62 558 68-8
5,000 598 705 39 63-7 754
10,000 12 771 2:3 73'5 754
20,000 820 852 I-2 83-2 864
50,000 913 93-0 o6 9I-g 936

' The two estimates of the burden of death duties differ according to whether
€state-owners are saving out of current income or not. For the actual
method followed vide Chapter vi.

The burden of indirect taxes is the same for both earned and investment
incomes. For the burden of the different indirect taxes, vide Table 10.



SUMMARY TABLES AND CHARTS 85

Notes oN TaBLes 12 AND 13 (Group G}

This group of tables summarizes the final figures on the total burden, as shown
in Group B tables, and shows net incomes after deduction of taxation.

Table 13 is the only table in the whole Report which refers neither to wholly
earned nor to wholly investment income, On the basis of an enquiry into the
actual distribution of incomes in 1937-38, it is possible to calculate the average
actual ratio of earned and investment income in incomes of £100, £150, ctc.
in that year. Table 14 shows the burden of taxation on these ‘represenative’
INCOmes.

NotEes oN TABLEs 14 AND 15 (Group D)

These tables compare the burden of taxation at different periods from 1903-04
to the present day. The range of taxes covered is slightly less than in Group B.
Figures for all periods include roughly the same taxes: income tax and. surtax,
duties on sugar, tea, other food and small items, alcoholic drinks, tobacco,
entertainments.
Figures for the first five periods were taken from the Colwyn Report, pp. g4-5.
Figures for 1930—31 were based on calculations of Mr D. M. Sandral, after
deduction of stamps, petrol and motor duties. Figures for 1937-38 and 1941-42
are the present estimates, adjusted to show the burden for a family of five.
The following items are excluded: death duties, petrol and motor vehicle
duties, protective duties, taxes on business profits and all non-State taxes, etc,
The figures for 1937-38 and 1941—42 therefore differ from those given in
Tables g~11,



TaBLE 12. A. EstmaTep Torart BUrRpEN OF TAXATION, INCLUDING
Taxes on ProbucTioN mi GENERAL, PROTECTIVE DUTIES AND PURCHASE TaAx,
1937-38 AND 1041-42
(Husband, wife and two dependent children}

Fully earned incomes’® Fully investment incomes?®
Percentage of income Percentage of income
taken in taxation taken in faxauon
Income r —- N\ I A a)
1937-38 194142 1937-38 194142
100 18 - 28 16-16 25-25
150 16 24 16-16 23-23
200 15 22 15-16 2122
250 14 20 15-15 21-22
300 ] 21 14-15 25-26
350 11 24 15~15 2829
500 14 31 20~22 3740
1,000 1g 40 28~31 47-53
2,000 24 46 32-38 5%_ 4
2,500 25 49 3341 2 69
5,000 33 59 39-32 4-75
10,000 41 70 47-67 73‘7%
20,000 50 82 ggr-,'o B3-8
50,000 58 - g1 5-70 92-G4

B. EstmvaTeEp NET IncoMmE arTeEr DeEpucTion oF ALL Taxes.
1937-38 AND 194142
(Husband, wife and two dependent children)

. Fully earned incomes! Fuily investment incomes?
Income 1937-38 1941—42 193738 194142
L £ £ L £
100 82 72 84- 8 75— 75
150 126 114 1260- 12 11b- 116 7
200 170 156 170— 158 158- 156
250 215 200 213— 213 igB- 195
300 264 227 258- 255 Q25— 222
350 E1% 266 303~ 303 252- 249
500 430 345 400~ 390 315- 300
1,000 810 boo 720~ bgo 530— 470
2,000 1,520 1,080 1,360~ 1,240 g40- 720
2,500 1,875 1,275 1,680~ 1,480 1,100~ %80
5,000 . 5,350 2,050 3,050~ 2,400 1,800-1,250
10,000 5,000 3,000 4,300~ 3,300 2,700-2,100
20,000 10,000 3,600 ,000— 6,000 3,400—2,800
50,000 21,000 4,500 18,500-15,000 4,000-3,000

* The following items are included: income tax and surtax, social insurance
contributions, tea, sugar, small indirect taxes, tobaccp, alcohol, entertain-
ments, private motoring, P.Q. net revenue, buses and taxis. The series also
includes a conjectural burden on account of taxes on production in general,
protective duties and the purchase tax.

Excluded ttems: death duties, taxes on business profits and rates on dwelling~
houses.

* These figures include death duties (and exclude employees’ social insurance
contributions). The difference between the two figures represents the dif-
ference between the minimum and maximum estimate of the burden of
death duties. (Vide Chapter v1.)



TasLE 13. THE BURDEN OF TAXATION ON PARTLY EARNED AND PARTLY INVESTMENT INcOMES." 1937-38
Assuming a moderate consumption of alcohol and tobacco and (on incomes over £500) a moderate use of private motoring
(Husband, wife and two dependent children)

&

1 2 3 4 5 6 7 B 9 10
Taxes on
ptoduction in Total burden of taxation on
general, pro~ A : .
. Employeces’ Tea, Aleohol, tective duties,  partly
Total income Total burden social sugar, tobacco, P.O. earned,
{partly earned, Investment of income tax, insurance small enter-  niet revenue, partly fully fully
partly invest-  income in surtax and contri- indirect tainments, buses and  investment earned investment
ment income)  column 1 death duties? butions taxes motoring = taxis? incornes? incomes*  incomes®*
£ % Yo Y% Yo % Yo % %o
100 ] 5 @05~ 0'05 35 2-% 8-o0 43 18-18 18 16-16
200 14 o3~ 03 -7 14 6-8 53 16-16 15 15~16
250 25 o8- og 14 13 63 50 15-15 14 15-15
300 48 2:0~ 271 — . to 5G 50 14-14 12 14-15
500 115 4:0~ 41 — 06 73 4'9 17-17 14 2022
¥,000 430 19°9-15'5 — 04 501 35 23-25 19 28-31
2,000 . 1,080 19-3-21°3 — o2 41 2'9 27-20 24 32-38
5,000 3150 31'3-37'3 — 0-06 24 - 7 3642 33 39-52
10,000 6,900 42°0-52-3 —— 003 I'5 13 4555 4f 47-67
20,000 14,200 51-2-04°7 — 002 o9 It 3-67 50 55—70
50,000 44,000 62:5-6g9-0 — ool 04 07 4~70 58 b3—yo

' The proportion of earned and investment incomes was calculated on the basis of an income distribution for 1937-38. A representative
combination was calculated according to the amounts of investment and earned income in each range, taking the lower level as
representative for each range. See p. 3.

* Showing maximum and minimum burden on account of death duties according to whether estate-owners are saving out of their
current income or not.

3 Conjectural estimatrs,

* Vide Table 12.

The following items were excluded: taxes on business profits and rates on dwelling-houses.



TaBLE 14. THE INCREASE IN THE BURDEN OF NATIONAL TAXATION, A comparison with previous enquiries, omitting certain taxes
(The tax-payer is assumed to be married and to have three children under the age of 16)
FULLY EARNED INCOMES

Total taxation: percentage of income

Income 1903-04 91914 1918-19 192324 1925-26 193031 1937-38 194142
e A ™y
Direct 100 — — — — — — — —
faxes 150 o2 02 a2 — — — — —
200 I o4 02 o1 — — — —
500 35 2:b 70 32 2'0 ) o7 10-
1,000 49 40 149 109 81 70 8- 27
2,000 48 0 227 157 Co132 13-8 136 376
5,000 .48 -0 95'0 491 2i-9 251 27g 24-6
10,000 47 77 42°0 359 300 346 383 76
20,000 47 81 47'3 417 369 42°9 47°5 Bo-3
50,000 47 83 505 478 44'2 512 565 906
Indirect 100 56 54 a9 141 119 11°0 10°4 191
taxes 150 43 42 &t 13'5 16 109 95 167
200 37 36 7 1y - 10:2 o6 "4 14-8
500 -4 1-8 32 48 42 30 4'9 D
1,000 12 12 20 32 2-g 2'7 31 46
2,000 o9 0q 13 22 2:0 g 2°4 2'g
5,000 07 07 o7 14 1-3 12 13 15
10,000 03 o3 05 1-2 1-2 1-2 o8 o7
20,000 02 02 o3 06 06 o6 04 o4
50,000 o1 o1 o1 02 02 o2 o2 oI
ToraL 100 56 54 99 14'1 119 1o 10°4 191
taxation 156 45 44 90 13 116 10-g g 5 167
200 £8 40 29 11 10°2 g6 4 14°8
500 53 474 10°2 80 62 45 56 184
1,600 [ 52 169 141 ito 97 18 32-2
2,000 57 ‘g 24-0 179 152 157 180 40°5
5,000 55 g-;v 366 285 232 263 292 561
10,000 50 80 42'5 371 a2 35-8 39°1 683
20,000 49 8-3 476 423 375 43'5 47'9 Bo-7
50,000 48 84 506 480 44 514 567 907
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TasLE 15. Tue INCREASE IN THE UNAVOIDABLE BUurDEN 0F NATIONAL TAXATION.
A comparison with previous enquiries, omitting certain taxes
‘The tax-payer is assumed to be married and to have three children under the age of 16)
FULLY EARNED INCOMES ~
Total taxation: chntage of income

Income x§o3~ 1913- 1918  1923- 19265- 1930-  1934— 1937- 19411-
8

£ 04 14 19 24 2 3t 35 3 42
100 15 -1 46 50 2'7 2-2 I'g 24 39
150 12 10 3-6 3-8 21 i~y T4 2:0 2:9
200 2°0 10 3°0 32 16 I3 og? 1’6 2:3
500 38 2°9 82 44 2:7 I'2 17 1°4 114
1,000 51 42 155 15 85 72 g1 281
2,000 49 41 Qg-o 160 134 1379 158 378
5000  4-8 60 36-0 27-2 22-0 25-2 2841 gq:S
10,000 48 77 421 339 300 346 384 76
20,000 47 81 474 418 369 429. 475  Boyq
50,000 47 83 505 478 442 512 565 906

Figures for all periods refer roughly to the same taxes: income tax and surtax, duties
on sugar, tea, other food and small items. Employees’ social insurance contributions
and local rates are excluded. The figures for 1937-38 and 1g941—42 thercfore differ
from those given in Tables 7 and 8. Figures for the first five periods were taken from
the Colwyn Report, p. 96; for 1930~31 rough estimates were calculated on the lines of
the Colwyn Report; for 1934~35 the calculations of Lindahl were used {* Taxation in
Sweden and other countries.” A Report submitted to the Swedish Ministry of Finance.
Stockholm, 1936, p. r15. In Swedish). For 1g37-38 and 1941-42 the figures are
the present estimates extracted from Tables 7 and 8 after deducting social insurance
contributions.

For £225 income.

NoTe oN TaBLES 16-18 (Group E)

These tables are substantially a repetition of those in Group B, but with figures
added for light and heavy consumption of tobacco and alcoholic drinks as well
as for moderate consumption.



TasLe 16. THE BUrRDEN oF TAXATION ON LOWER INCOMES. FULLY EARNED INCOMES
(Family of four.} (In pounds and shillings; to the nearest shilling)

Income gruoup
A
Lo £150 £a00 £250 £300
163738 £ s L s £ s FARFER £ s
Income tax — — — — —
Social insurance contributions g 10 3 10 3 10 3 10 3 10}
Tea, sugar, other fuod, wheat, ete, 2 2 2 It 2 15 2 19 3 1
Entertainments —_ 6 12 I o 1 4
‘Faxes on production in general, protective
duties, postal services, buses and taxis? 4 7 7 4 10 12 1z 15 15 9
Together g 19 13 11 17 9 20 2 23 4
Tobacco®: Light 2 5 2 5 2 5 2 5 2 5
Moderate 5 103 5 10 5 10 5 10 5 10
Heavy 15 63 15 6 15 6 15 6 15 6
Alcoholic drinks#*: Light L2-47 La-L7 L2-£7 =Ly fa-Ly
Moderate £a L1z La-Liz £a-£12 £4- L1z £a-L12
Heavy ] £6-Lz20 £6-L20 £6-L20 £6-£20 £6-£20
Private motorings Approximately £7. 6s. :
I041-42
Income tax o — — — —_ 9 Ig
Social insurance contributions 4 8 4 8 4 B 4 B 4
Tea, sugar, other food, coal, ete. 3 I 3 10 3 12 3 14 3 16
Entertainments . 3 8 i5 15 110
Taxes on production in general, protective
duties, purchase tax, postal services? 4 17 7 15 g 19 12 © 14 6
Together - 1z 9 16 1 18 14 21 7 33 15
Tobaceo®: Light 5 8 5 8 5 8 5 8 5 8
Moderate 13 5’ 13 5 13 13 5 13
Heavy 37 & 37 8 37 37 8 37
Alcoholic drinks*: Light £3-L10 £3-L10 £3-£10 £3-£L10 £3-L£10
Moderate £8-£18 £8-£18 £8-{18 £8-£18 £8-£18
Heavy £14-L30 A14-£30 £14-L30 £14-£30 £14-£30
Private motoring-* Approximately £5. 75,
' For manual workers only. ? Rough approximaticn. 3 For £100 level the consumption and the corresponding duty are probably lower

4 Roughly to the nearest £. 5 Motor cycle only.
¢ An illustrative distribution of the burden according to income levels is shown in Tables g and 10.



TABLE 17. THE BUrRDEN 0oF TAXATION O MIDDLE INGOMES. FULLY EARNED INGOMES
(Family of four.) {In pounds and shillings; to the nearest shilling)

Income group
—_—

1937-38
Income tax ‘
Tea, sugar, other food, wheat, ete.
Taxes on production in general, protective
duties, postal services, buses and taxis'

Together

Tobacco?: Light
Moderate
Heavy
Alcoholic drinks®: Light
’ Moderate
Heavy
Private motoring
Entertainments
194142
Income tax
Social insurance contributions
Tea, sugar, other foad, coal, etc. ]
Taxes on production in general, protective duties,
purchase tax, postal services, buses and taxis®

Together

Tobaccod: Light
Moderate
Heavy
Alcoholic drinks: Light
Moderate
Heavy
Private motoring
Entertainments

! Rough approximatiorh.

" L300 £350 £500 £1,000
£ 4 £ s L s £ 5
— s 8 7 102 10
I 3 4 35 3 5
15 0 16 19 23 16 36 4
18 10 20 3 35 8 141 19

6 6 6 3 6
g 1 g 1 g 1 8 1
23 © 23 © 23 O 23 ©
£4-L9 A4-£9 £4-£9 La-49
Lr-Lrr Lr1-£r L1-L11 £-£n

Lyi-£20 £11-£20 L11-£20 £r11-£z0
— — 15 13 24 2
1 4 1 8 z 0 3 0
915 24 8 76 3 sor 3
4 B 4 B - —
2316 318 . 4 O 4 ©
14 6 16 9 23 17 33 7
32 5 49 3 104 © 338 10
715 7 15 7 15 715
1g o }9 a g o 19 ©
4 9 54 9 54 9 54 9
£6-L12 £6-L12 L£6-fL1z2 £6-£12
£8-L14 £8-L14 £8-Lig £8-L14

L15-4a5 £15-£25 L15-£25 L15-£25
— — 12 14 18y
1 10 115 2 5 3 0

* To the nearest £,.

3 An illustrative distribution of the burden according to income levels is shown in Tables g and 10.



Taere 18, THE BURDEN ofF TAxATION ON HiGHER INCOMES. FULLY INVESTMENT INCOMES®
{In pounds and shillings ; to the nearest shilling)

1937-38
Income tax and surcax
Death duties*
Tea, sugar, e,
l'axes on preduction in general,
protective dulies, postal services,
buses and taxis?
Tobacco$: Light
Moderate
Heavy
Alcoholic drinks?: Light
Moderate
Heavy
Private motoring
Entertainmenis

194142

Income tax and surtax

Death duties*

Tea, sugar, etc.

Taxes on production in general,
protective duties, purchase tax,
postal services, buses and taxis?

Tobaccod: Light

Moderate
Heavy
Alcoholic drinks?: Light
Moderate
Heavy
Private motoring
Entertainments

{Family of four.}

Income group
_——

~ —
£2,000 £5,000 410,000 L20,000 £ 50,000
FARE N L s L s £ s £ .r.
402 10 1,489 8 3,921 18 9,584 8 28,359
£a3. 115220 L£268. 195.-£899. t4s. L3518, 115, ,LQ 464. 55. fLrobg. 165.—L£4,096  £2,717. 75, —,{5,887
3 5 3 5 3 5 3 5
57 14 By é 133 4 214 4 357 4
6 [ ]
8 g g d i
23 © 23 o 23 0 ' 23 © 23 ©
L£6-Laz £6-£f22 £6-Laz L0-Laa £6-Laa
£13-£30 £13-L30 £13-£30 £13-£30 £13-£30
£21-£39 £21-£39 L1 Ly £21-[39 £21-£39
30 IT B3 3 78 1 w2 3 117 12
4 0 5 © 5 © 5 0O 5 0
851 2 2,832 8 6,857 8 16,169 18 45,419 18
£72. 25.-£280. 105, L1156, 105.-£743 L1260, 55.—£L857 £230. 95.-£875 £256. gs—£1,078
4 0 4 0 4 0 . 4 © 4 0
50 IO 88 10 116 15 148 15 188 15
715 7 15 7 15 7 15 7 15
19 o 19 © 19 0 19 0 13 0
54 9 34 9 3 9 54 9 4 9
£7-£24 Lr-£24 £7-£24 £71-£24 £3-£24
£14-£32 £14-£32 L1443z £14-£32 L14-L32
Lro-£40 Lao—f£40 Lao-fa0 Lao—L£40 Leo—-£q0
34 12 34 12 34 12 34 12 34 12
3 10 4 0 4 0 4 0 4 o

¢ Fully earned incomes would pay £75 less in income tax and surtax at all income levels.
+ Showing two limits according to whether estate-owners are saving out of current income or not. For the actual method followed vide Chapter vi.
¢ An illustrative distribution of the burden according to income levels is shown in Tables g and r1o.

* Rough approximation.

* To the nearest £,
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CHART 2

THE TOTAL BURDEN OF TAXATION
FULLY EARNED INCOMES

HUSBAND, WIFE AND TWO DEPENDENT CHILDREN

Percentage of
income taken
in taxation

%

190 -

90 1

704

(Figures in Table 12)

All items included except death duties, taxes on
business profics and rates on dwelling-houses

1941742
”~

1937/38

1000 2000 2500 5000 10000 20,000

Income in £ (log scale)

50,000
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CHART 3

THE !NCREASE IN THE BURDEN OF
NATIONAL TAXATION

FULLY EARNED INCOMES
HUSBAND, WIFE AND THREE DEPENDENT CHILDREN
Percentage of (Figures in Table 14)

income taken ]
in taxation Excluded ttems: General industrial taxes,

¥ taxes on business profits, protective
100 duties, purchase tax, etc.

1941/42
.

- P

1937/3

1925426

i

- m«

10

LA T T T T T 1
100 150 1% 00 1000 2000 5000 10,000 26,000 50.000

Income in £ {log scale)
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CHART 4

THE BURDEN ON THE LOWER AND
MIDDLE INCOMES

FUELLY EARNED INCOMES
HUSBAND, WIFE AND TWO DEPENDENT CHILDREN

(Figures in Table 12)
Percentage of

All items included except deach duties, taxes on
income taken

business profits and rates on dwelling-houses

in taxation

%

354

1941/%2
10+ e
-
-
s o
~ .
264 Mo e
~, -~
T e
S Pid
~a o

IDT -
5 1937138
10~

5 ~

T T T T T 1
o 150 00 280 00 50 500
Income tn £
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%
12

114

3—<

Percentage of
income taken
in taxation

CHART %

UNAVOIDABLE BURDEN ON DIFFERENT SIZED
FAMILIES AT DIFFERENT INCOME LEVELS, 1937/38

Included items: Income tax. employees’ social insurance
contributions, tea, sugar, small indirect taxes.

(Figures in Table 7}

FULLY EARNED INCOMES

Single person

Married couple
without children

Married couple

with one child
e

Married couple
with twe children

N .
2+ N i L~
\\\:»' //’ _/'/
\.\\l'-_. // ’,./ —
14 \\':"'-,-’,..,__ s /" Married couple
D with three children
T 1
100 150 200 250 300 350 500

Income in £




SUMMARY TABLES AND CHARTS

67

Percentage of income: CHART §
taken in taxation

2{;‘_ UNAVOIDABLE BURDEN ON DIFFERENT SIZED
FAMILIES AT DIFFERENT INCOME LEVELS. 1941!42

included items: Income tax, employees’ social insurance

{Figures in Table 8)
30+ FULLY EARNED tNCOMES

20

~ 154 s

s

104

'

.

./'

Income in £

contributions, tea, sugar, smafl indirect taxes. Single person

Marricd couple
without children

Married coupls
with one chitd

Married couple
wich two children

Married couple
with three children]

5-2
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CHARY 7

THE BURDEN OF TAXATION
FULLY EARNED INCOMES

Income in £

2500 o

a0 HUSBAND, WIFE AND TWQ DEPENDENT CHILOREN

{Figures In Table 10)
2500
All taxes included except death duties, rates on
2200 dwelling-houces and taxes on business profits
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_‘
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1800 - KEY
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1600 ] Indirect taxes
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1200 s
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Gross or net
income in €
500 -

CHART 8

NET INCOME AFTER DEDUCTION OF
TAXATION, 1937[38 and 1941/42

LOWER AND MIDDLE INCOMES
FULLY EARNED INCOMES
HUSBAND, WIFE AND TWO DEPENDENT CHILDREN
(Figures in Table 12)

All taxes deducted except taxes on business
profits and rates on dwelling-houses

Gross income

Met income
1937/38

Net income
194142

150 200 150 300 350
Gross Income in £
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CHART ¢
NET INCOME AFTER DEDUCTION OF
TAXATION, 193738 and 1941/42

£1000 to £50.000 per annum
FULLY EARNED INCOMES
HUSBAND. WIFE AND TWO DEPENDENT CHILDREN
Gross or net {Figures in Table 12)

income in (1000 All taxes deducted except taxes on business

50- profits and rates on dwelling-houses Gross income

454

40

35

Net income

o s
154 -7
- - -
104 -
Net intome
54 1941{42
14 ,_/.,’__-
T'\ T T T T =T T T T F 1
12255 10 15 0 5 30 35 40 45 50

Gross income in £1000




PART II

CHAPTER V. INCOME TAX AND SURTAX

In calculating for the purposes of this Report the burden of income
tax and surtax, one preliminary assumption has had to be made—
namely, that the tax-payer’s actual income and his statutory in-
come (i.e. his income as defined by the Income Tax Acts) are
identical. This assumption is not exactly in accordance with actual
practice—for example, many tax-paycrs deduct a certain amount
of expenses from what they regard as their ‘actual’ income in
order to arrive at statutory income—but it is necessary, since the
calculation is not possible on any other basis, and the error in-
volved is probably small.

The data necessary for a calculation of the burden of income tax
in the two years are as follows:

1937-38 1941-42
Standard rate in the £ 55. 105.
Reduced rate 15. 84. {charged on 6s. 6d. {charged on
the first £135) the first £165)
Exemption limit £125 L1110
Personal allowance:
Single person £ 100 £80
Married couple £180 £,140
Allowance per child £60 L0
Eamed income relief 1/5th (with a 1/10th (with a
maximum allowance maximum allowance
of £300) of £150)

No further allowances (e.g. for wife’s earned income, or for life
assurance premtums) were taken into account. For 1941—42 the
additional tax payable above the 194041 level by each individual
tax-payer on account of the reductions in the earned income
allowance and the personal allowance will be treated as a credit
to be made available to him after the war; for the purposes of the
present enquiry these amounts have been treated as part of the
income-tax burden.
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The rates of surtax in force were as follows:

Payable Payable
. 1 January 1938 1 January 1942
On income of On the last Rate in the £

£ 5. d Tosod.

2,001— 2,500 500 I 12 2 o
2,501— 3,000 500 144 2 3
3,001~ 4,000 1,000 z Q-g 3 3
4,001— 5,000 1,000 3 3 4 3
5,001~ 6,000 1,000 3 1oz 5 @
6,001 8,000 2,000 4 3-8 5 9
8,001-10,000 2,000 5 7 o
10,001-15,0600 5,000 6 06 8 3
15,001-20,000 5,000 6 72 g ©
20,001-30,000 10,000 7 1'8 g 6
30,001-50,000 20,000 7 84 9 6
above 50,000 -— 8 3 9 6

The estimates of the burden of income tax and surtax are given
in Tables 5-8.

In 1937-38 the burden of the income tax was still very light
for the lowest income groups; almost no working-class family with
children was affected. In 1941—42, however, the lowest incomes
became liable for tax. In 1937-98 the estimated number of
individuals (coming under the purview of the Inland Revenue)
with total incomes above the exemption limit was estimated at
¢'7 millions. Since 6,000,000 persons, however, were entirely re-
lieved from the tax by the operation of allowances, 3,700,000
individuals only were chargeable with the tax. In 1g41—42 the
number of those chargeable with the tax was increased by several
miilions. The following data show the maximum tax-free incomes
and illustrate the extent to which the lower incomes have recently
become liable to income tax:

Moaximum Tax-free Incomes (All incomes {ully earned)
1937-38  1941-42

. £ £
Single person 125 110
Married couple—no children 225 155
Married couple—one child 300 211
Married couple—two children 375 266
Married couple—three children 450 322

At the same time the points at which all the applicable allow-
ances are exhausted and the full standard rate begins to be payable
on every additional pound of income are (in nearly all cases) lower
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than formerly. Since the relief for earned income operates up to a
total income of £ 1,500 this particular allowance exerts some in-
fluence up to that point,’ which has remained the same throughout
the period under review. But the other allowances are exhausted
at the following points:

193738 1941-42

L £
Single person 235 245
Married couple—no children 315 305
Married couple—one child 375 355
Married couple—twa children 435 405
Married couple—three children 495 455

For unearned incomes, every pound of income above these levels
bears the full standard rate of tax. For earned incomes every
additional pound carried four-fifths of the standard rate in 1937-
38 and nine-tenths of the standard rate in 194142 up to a total
income of £1,500, and thereafter the full standard rate. The level
of total income at which surtax began to be payable was £2,000
in both years.

1t should be noted, however, that the tax payable, reckoned as
a rate in the £ on total income, remained in 1941-42 below the
standard rate up to about £3,000. For example, in 1g41~42 a
single person enjoyed the maximum allowances (other than earned
income relief) with an income of £245. Every pound of income
above this level paid the full standard rate of 10s. in the £ (or
9s. in the £ if earned) up to £1,500. His total tax bill amounted,
however, at £300 total (earned) income, to £66. 25. 64. and the
effective rate of hisincome tax, therefore, was only 45. 5d. At £1,000
his total tax bill was £381. 25. 64. and his effective rate of income tax
therefore was 7s. 71d. At £3,000 total income, with a total tax bill
of £1,462. 7s5. 6d., his effective rate of tax was still gs. 9d.

While the lowering of the limits of tax-free incomes between
1937-38 and 1941-42 was responsible for bringing the lower in-
come groups into the net of the Inland Revenue, the lowering of
the points at which the standard rate begins to apply was mainly
responsible for the heavier burden on the middle incomes (incomes
of the order of £350 to £1,000). The earned income allowance is
of importance in the Jower and thc middle income groups, It
relieves many of the lower incomes of all liability, and alleviates
the burden on the middle income groups. It has less importance
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above the surtax level (£2,000 per annum) because the allowance
reaches its maximum at a total income of £1,500.

It is of interest to show how much earned gross income is
required by a single person to enjoy a certain amount of tax-free
income. The figures are as follows:

Net income left Gross income needed
after deduction (approximately}
of income tax b A ~
and surtax 1937-38 104142
£ £
500 570 780
1,000 1,200 1,700
2,000 2,550 2500
5,000 7,700 ,000
7,000 12,000 150,000

The last figures in the right-hand column indicate that the 1941—
42 rates of tax imposed a virtual ceiling on net incomes {‘net’ is
used for the moment in the special sense of ‘after income tax and
surtax but before all other taxes’). There can have been very few
total incomes of over £150,000 in 1941-42—certainly less than 100.

The steep increase in progression above the surtax limit can be
secn also from the following table. It shows the effective rate of
tax for two extreme categories: (4) a single person with fully
investment income, and (4} a family of five with fully earned
income:

Taere 19, EfrEcTive RaTe oF Income Tax AND SURTAX
FOR THE T'wo LiwiTing CATEGORIES

Single person Family of five
Fully investment income Fully earned income
Al A,

Income 193738 1941-42 1937-38 194142
£ 5. d 5. d. 5. d s d
100 — — — -
150 6% 3 o} — -
200 10 3 11 — -—
250 1 23} 4 6 = —
300 ! 10 5 5 — —
350 2 3} 6 1 — 51
500 3 1 7 3 13 2 1

1,000 4 of 8 v 1 g 5 64

2,000 4 6 9 3% 3 13 7 6

2,500 g 1o g 10 3 9 8 5

5,000 2 it 8 5 7 10 1!

10,000 711 13 10} 9 8 13 6

20,000 g 8 16 3 g 6 6 1

50,000 I1 4 18 23 I o4 18 14

150,000 rz 5 19 1 1z 7 15 ol
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Post-war credits, as already mentioned, have not been taken
into account for the purposes of the present calculation. It will,
however, be seen from the following table that practically the total
income tax paid by working-class families with family obligations
will be credited to them as a post-war credit:

TaABLE 20. PosT-WaRr CrEDITS FROM INcoME TAxATION

Single person Family of four
Fully earned income Fuily earned income
Income  Total charge Post-war credit Total charge Post-war credit
£ L s d L s d L s d L s d
100 — — — —
150 1717 6 g 15 © — -—
200 32 10 @ 10 16 8 — —
250 47 2 6 11 18 4 — —
300 66 2 6 17 7 6 915 0 g 15 ©
350 88 12 6 21 13 4 24 7 6 7 b 8
500 156 2 6 26 13 4 76 2 & 28 g =2
1,000 381 2 6 3 6 8 301 2 6 48 6 8
1,500 bob 2 6 go o o' 526 2 6 65 o of
' For higher incomes, these figures remain constant at £60 (single persons} or

£65 (married persons).



CHAPTER VI. DEATH DUTIES

I. Tue ProerLEM oF THE DeEaTH DUTIES

The duties collectively known as the death duties stand in a dif-
ferent position from all the other taxes and duties discussed in this
Report. With many of the other taxes, there are difficulties in
assessing exactly what is the burden on different individual in-
comes; but they are all clearly burdens on, and payable out of,
income. With the death duties, this is not so clear. They are assessed
,on capita] and payable only at irregular and long intervals. There
are authorities who hold that the death duties should not be con-
sidered as taxes that weigh on income at all, and if this view were
followed, they would be exciuded emtirely from this Report. We
have thought it more correct to treat these duties as deferred and
accumulated taxes on investment income; they would certainly be
taken into account by a reasonable man in assessing the weight of
taxation he had to bear, and their omission from our estimates
would therefore be contrary to general usage. The previous calcula-
tions of the burden of taxes all made the same assumption.

The estate duty, the most important of the death duties, is
.payable in connection with the passmg over of property at death,
‘while the legacy duty and succession duty are payable in connec-
tion with the acquisition of property by_the bencficiaries.” (The
fact that the heaviest of the duties is assessed on the estate left by
the decedent, and that it is therefore, in a sense, a backward-
lovking tax, may be taken as a confirmation of the view taken in
the last paragraph.} With taxes of this nature, there is obviously
room for considerable difference of opinion on the question of
incidence. Previous enquiries have made the following assumptions,
namely: {1} that the burden of all three death duties 1s on the
predecessor; and (2) that they can be expressed as a burden on
his income—aor, more exactly, on the income from the property.™

The traditional method of estimating the annual burden of the
death duties is to assume that the property-owner takes out a life
insurance policy to cover the amount of the duty. Since the value
of the policy is, by law, reckoned as part of the estate, it must be
sufficient to cover duty on the original estate plus the value of the
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policy itself. The Colwyn Committee, who followed this method,
assumed that the policy was taken out at the age of 45. It is also
necessary, of course, to assume an average rate of interest, in order
to translate a given investment income into the principal sum
from which it is derived and on which death duties are payable.
The Colwyn Committee assumed an average rate of 5 per cent.
With these assumptions they arrived at estimates of the annual
burden of death duties for the year 1g25—26 ranging from 2-3 per
cent on an annual investment income of £ 100 to §9-g per cent on
an annual investment income of £50,000. The total of direct
taxation (income tax, surtax and death duties) did not exceed
84-2 per cent for the highest income (if fully investment income).
This was a high figure, but not impossible.

It was our original intention to calculate the burden for the two
years of the present Report by the same method. Butitsoon became
apparent that the method broke down. Both in 1937-38 and in
1941—42 the combined burden of income tax, surtax and death
dutics, calculated by this method, exceeded, in some cases, 100 per
cent of the income; and for 1941—42 the burden of death duties
alone, by this method of calculation, excecded the whole of the
income in the highest category. It may serve some purpose in
illustrating how steeply taxation has been increased to say that the
annual burden of death duties on an investment income of £50,000
has increased from $9-9 in 1925-26 to 1081 per cent in 1941-42.
But for any other purpose such a figure is gravely misleading.
It bears no resemblance to reality, since it invites the reader to
believe that a very rich man derives no net income at all from his
property, that he would be better off if he had less property. And,
indeed, it contradicts its own assumptions, for the basis of this
method of calculation is the assumption that every property-owner
wishes to transmit his capital intact, while to quote a figure in excess
of 100 per cent is equivalent to saying that he has to draw on
capital to keep capital intact. '

The traditional method—which can be called the ‘insurance °
method’—cannot therefore be used, in present-day conditions,
for estimating the burden of death duties on the larger investment
incomes. For lower incomes it remains a possible method, and it
will be seen, later in this chapter, that we have made usc of it
{with one or two modifications). But it is still subject to the objec-
tion that it makes one particular assumption about the behavionr
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of property-owners (namely, that they save up neither more nor
less than is necessary to pay their death duties), although there is
no evidence to show that this is the usual behaviour even among
those smaller property-owners where it is still a possibility.

The problem of devising another method of estimation in place
of the insurance method was onc that gave us a great deal of
trouble. For pointing the way sut of our perplexities, we were
finally indebted to Mr Nicholas Kaldor of the London School of
Economics, a member of the Special Committee set up by the
National Institute in connection with this enquiry, who deve-
loped what can be called the “annuity’ method. Before giving
Mr Kaldor’s own detailed description of his method, it may be
appropriate to summarize it very briefly and to point out the basis
on which it rests.

The annuity method involves an estimate of what the net in-
come from the property would be, throughout an indefinite period
of the future, if there were no death duties, and a stmilar estimate
of what it will be on the assumption that death duties remain at
the level of the year in respect of which the calculation is made.
If there were no death duties, the net income would continue as
at present (assuming the continuance of present income taxation).
Since there are death duties, the estate will be diminished by them
in each succeeding gentration; but the net income will not be
diminished in the same proportion, since the percentage of the
smaller gross income taken in income taxation will be lower, It is
possible to calculate the size of this future income-stream, and to
ascertain its present value by the familiar method of discounting.
The difference between the present capital vajue of the estate and
this discounted present value of future income represents the
burden on capital of the death duties, and thc interest on this sum
represents the burden on tncome.

-A possibly simpler method of envisaging the calculation is to
imagine the property-owner d@pproaching an insurance company
with the proposition that the company should take over the whole
of his property, pay all taxes at their present rates and pay him
and his heirs a perpetual annuitys The difference between the size
of the annuity as it would be with present death duties and as
it would be with no death duties is the burden of the death duties
on income. '

There is, however, a complication arising out of the fact that
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there may be saving out of income. An. insurance company
entering into such a contract would have to make the stipulation
that the property-owner should save nothing, because if he accom-
plished any saving, his estate at death, and consequently the duty
payable, would be increased. If the property-owner was to be
allowed to save, but the insurance company was to remain liable
for death duties, the amount of the annuity would have to be
reduced. That is to say, the burden of death duties on income
is higher if part of the income is saved (indeed, the death duties
can be regarded as a deferred tax on savings). Accordingly, it is
necessary to make some assumption about the rate of saving out
of income. As will be seen from Mr Kaldor’s exposition, two
alternative assumptions have had to be made. Assumption I is
that there is ne net saving. Assumption II is fully described on
pp. 87-8; for the lower incomes it is substantially the same as the
assumption of the ‘insurance’ method—namely, that saving is
done to the extent necessary to pay the death duties. Assumption 11,
in fact, is the insurance method applied to the extent that it is
sensible. We believe that Mr Kaldor’s method incorporates all
that is defensible from the insurance method into a more compre-
hensive and scientific approach to the whole problem.

The structuresof assumptions on which the estimates are based
is as follows:

¥. Itis assumed that the burden of all the death duties is on the
income of thc owner of the estate.

"'é An assurnptlon has to be made about the average length of
a generation. (In the insurance method, this enters into the agé
at which it is assumed that the policy is taken out.)

3 Tt is necessary to assume an average rate of interest on
capital. This is necessary both with the insurance method and
the annuity method. ¢

4. Itis necessary to assume that death duties remain at the levels
of the year in respect of which the calculation is made. With the
insurance method, 1t is assumed that they remain unchanged for
one transmission by death. With the annuity method, it is necessary
to assume that they remain unchangcd for an indefinite period.
Either assumption mdy be justified, in spite of its departure from
reasonable expectation, on the ground that the object of the calcu-
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lation 1s to show the burden of taxation at the present rates of taxa-
tion, not at the rates that can be expected for the future.

5. The annuity method involves the further assumption that
the present rates of income tax and surtax remain unchanged for
an indefinite period. This also can be justified in the same manner,
It should be pointed out that, when the calculation is done by the
annuity method, the burden of death duties depends on, and to
a certain extent varies inversely with, the burden of income
taxation. This may seem paradoxical at first, but it is really in
accordance with common sense. When income tax and surtax
take 18s. in the £ of income, the burden on income of death
duties is necessarily limited to an absolute maximum of 2s. in
the £. If the burden of income tax and surtax were reduced to 154,
in the £, the burden of death duties could fluctuate within a range
of 5s. in the £,

With this preface, Mr Kaldor may be permitted to speak for
himself. The tables which follow his memorandum give the esti-
mates in alternative form, as explained below, and these alterna-
tive figures have been carried to the Summary Tabjes in Part 1.
A table is also given, for comparative purposes, showidg the
estimated burden calculated by the crude insurance method,
although, as has been explained, these figures are self-contra-
dictory in the upper ranges. They are not included in any of the
Summary Tables of Part I,

1I. TuEe EstiMaTioN ofF THE BURDEN oF DEATH DuTIiEs
(by NICHOLAS KALDOR} :

1. Death duties are a recurrent tax on capital paid at irregular,
but fairly long, intervals. The income burden of a capital tax is
the loss of income which the reduction of capital, due to the tax,
creates.~/In the case of a once-and-for-all capital tax, payablc
lmmedlatdy»—a Capital Levy—the calculation of the income
burden is simple: it is thedifference between the net income of the
estate (net after payment of income tax and surtax) before and
after the levy is paid. In the case of a recurrent tax on capital,
payable at more or less distant future dates, the present income
"burden can only be ascertained by listing the future tax payments,
calculating the present value of this series (discounting at the same
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rate of interest as that which relates the income of the estate to the |
capital) and finally relating this discounted value to the total value -
of the estate. It would follow, therefore, that the annual burden
of death duties is a sum standing in the same proportion to the
present annual net income as the present discounted value of all
future death duties payable bears to the present value of the total
estate. '

2. This formula, however, requires some modification, on ac-
count of income tax and surtax. In so far as the payment of death
duties reduceg the size of the estate, it also relieves the estate from
some of the taxes which would otherwise be payable in the form
of income tax and surtax. The present discounted value which is
relevant for calculating the net burden of death duties is not,
therefore, the discounted value of the future death duties as such,
but the difference in the discounted value of all fulure tax payments caused
by death duties; in other words, the difference between () the dis-
counted value of all future payments on account of income tax,
surtax, and the death dutics, and () the discounted value of the
income tax and surtax that would have to be paid in the future
if there were no death duties to be paid. It is the ratio which
this difference bears to the total value of the estate which deter-
mines the proportion of net income which should be allocated to
death duties,

Looked at in another way, the burden of death duties is the net
reduction of the income-stream of an estate occasioned by them.
This is shown, as a proportion of current net income, by comparing
the discounted value of the expected net income-stream of an
estate when there are no death duties, with the discounted value
of net income-stream when future net income is reduced by
successive death-duty payments. The proportion by which the
second of these discounted values falls short of the first is the pro-
portion of current net income which should be allocated to death
duties. These two ways of approach must yield identical results if
the rate of interest employed is the same as that which relates the
income of the estate to the capital.

3. It follows from these considerations that the annual burden
of death duties on present income can only be determined if
definite assumptions are made not only as to the future rates of
taxation (the future rates of income tax and surtax, as well as the

SR 6
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future rate -of death duties payable}, and the future rates of
interest, but also as regards the changes in the size of the estate
in the lifetime of each generation, i.e. the rate of saving or dis-
saving, both present and futureNThe burden of death duties as
a proportion of income will be all the greater, the greater the
proportion of the income devoted to saving. Thus, if an estate-
owner consumes the whole of his capital in his lifetime—by ex-
changing his capital for a life annuity, for instance—the estate
escapes the payment of death duties aitogether; while if the estate-
owner in each generation ‘saves up’ for death duties—so that the
estate is passed on intact despite the payment of death duties—the
actual amount of death duties to be paid, and thus the annual
burden as a proportion of income, will be greater, and in some
categories of estates much greater, than if the size of the estate is
allowed to be depleted by the payment of death duties in each
successive generation.

4. The ‘insurance method’, which was adopted by the Colwyn
Committee,” reaj]ly amounts to a special case of our general
formula, given above. If it is assumed that the owner in each
generation saves an annual sum, the accumulated value of which
is just sufficient to allow the estate to pass intact to his successor—
" or, what (subject to a qualification made in paragraph 7 below)
amounts to the same thing, if he takes out a life insurance policy
which is sufficient to cover the total amount of death duties
payable, including the increase in the duty due to the policy, and
if he does not save otherwise—the net addition to the discounted
value of all taxes payable caused by death duties is just equal to
the discounted value of the death duties paid (since, in this case,
there is no reduction in capital in successive generations, hence

1 Cf. Barna, ‘ Death Duties in Terms of an Annual Tax’, Review of Economic
Studies, November 1941, pp. 28 et seq., for an account of the methods adepted in
previous enquiries. (Mr Barna follows a method which is different both from
the insurance method adopted by the Colwyn Committee and the one adopted
in the present enguiry. His method might best be described by saying that he
regards as the annual burden of death duties the amount the typical estate-
owner of any particular income-and-estate group would have to pay in order
to insure against the risk of dying, and the consequent death-duty liabilities,
in the current year. His method therefore amounts to assuming an alternative
form of insurance against death duties—an annual insurance, instcad of a life
insurance—and Is subject to the same kind of objections as are made below
against the insurance method of the Colwyn Cornmittee.}
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no reduction, consequent upon death duties, in the payments of
income tax and surtax) ; and the annual burden of death duties (if
the rate of interest used in discounting is the same as the one at
which the savings are accumulated) is just equal to the annual
savings., In this case, therefore, but only in this case, the annual
burden of death duties can alternatively be looked upon either as
the interest on the discounted value of net death-duty payments,
or the annual savings, made out of income, which provide a
‘special fund’ out of which death duties are paid.

It will be readily seen, however, that by ‘saving up’ for death
duties estate-owners make the estate liable to much heavier pay-
ments of death duties than would be the case if they did not save
up for it. This is partly because the size of the estate is increased
by the accumulated savings; partly also because the more distant
death-duty payments, made by successive heirs to the estate, will
be on a constant amount of capital, instead of on a diminishing amount.
The annual burden of death duties, as calculated by the ‘insurance
method’, cannot therefore be regarded as the burden of death
duties, applicable in all cases; or, rather, it is only applicable in
those cases where estate-owners do, in fact, save up a sufficient
amount to leave their property intact to their successors. It is
unlikely that this is the usual practice, especially for the larger
estates,

5. For certain categories of property-owners it may well be the
case that savings made during lifetime are sufficient, or more than
sufficient, to cover the payment of death duties on inheritance.!
In those cases, the insurance method, if properly calculated,? gives
the correct approximation of the true burden. But in the case of
estates beyond a certain critical size—this critical size was the
estate of £331,000 with the tax system of 1937-38, and of £86,000
with the tax system of 1941-42—it would be futile for estate-
owners to save up for the full amount of the death duties, for this
policy would leave the estate with a smaller permanent net income
(after paying income tax and surtax) than would be obtained if
estate-owners saved less.3 For still larger estates, it would be im-
possible to save up for the full amount; and here the assumptions
t Thesizc of the estate might also increase through * capital gains'~—unexpected
capital appreciation, occurring in ‘the future—but this factor must, of course,

be ignored in calcufating the burden on current income.
2 Cf. paragraph 6 below. 3 Cf. also p. 87 below.

6-2
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of the insurance method yield nonsensical results. For these
estates—which were estates of more than £1,072,800 in 1937-38
and of more than £190,000 in 1941—42—the necessary annual
insurance premium, together with income tax and surtax, would
-amount to more than the total income of the estate, so that the
insurance premiums could only be paid out of capital (with the result
that at death the size of the estate, and hence the death duties to
be paid, would be smaller than the amount on the basis of which
the ifsurance premiums were calculated).’ {Thus the insurance
method is a sensible method of calculating the burden only for
estates below a cerfain size; and it is the correct method only if the
typical estate-owners in those categories do, in fact, behave in
the manner assumed, and save up during lifetime, either by in-
surance, or in some other way, an amount sufficient to cover death
duties, ™

6. The particular form of the insurance method adopted by
the Colwyn Committee, suffers, moreover, from another defect:
it was there assumed that estate-owners take out an insurance
policy at the age of 45. The age at which the policy is taken out
cannot, however, be arbitrarily chosen; since the purpose of the
calculation is to provide the equivalent of a constant annual
burden, the age assumed for taking out the life insurance policy
must be such as to provide an expectation of life which corre-
sponds to the average length of a generation, i.e. the average
interval of time during which the estate remains in the possession
of a single owner. With the present life expectation, the Colwyn
Committee’s assumption of the age of 45 for taking out a policy
implies an average length of generation of 25-5 years. The average

1 But quite apart from this, any method of calculation which suggests that the
total burden of direct taxation—income tax, surtax and death duties—amounts
to more than 100 per cent of income is clearly misleading, for so long as the
sum of income tax and surtax amounts to less than 100 per cent, the existence
of death duties cannot make the burden more than 100 per cent of income as
iong as the rate of death duties is less than 100 per cent of capital. This becomes
obvious when it is remembered that however many times an estate is subjected
to death duties, the remaining part of the estate must still have some positive
value. Thus, if the estate passed by inheritance n times, the (n+1)th heir
would still derive some positive income from it, however large isn. The present
net income from the estate, after allowing for taxation, must be greater than
the net income of the (r+1)th heir. Another demonstration of the absurdity
of the insurance method when applied to very large incomes can be derived
from the reflection that it asks us ta believe that the higher is gross income the
lower is net income (net after income tax, surtax and death duties).
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length of a generation is, however, about 31 years,' Hence the
right assumption is, for this method, that the policy is taken out
at the age of 38, since this gives an expectation of life of 31 years.

Calculations prior to the Colwyn Committee’s—such as one
given by the Chancellor of the Exchequer in answer to a Parlia-
mentary question in 1918* and Sir Herbert Samuel’s in 19193—
assumed the age of 40, which might well have been the right figure
for that period, since it is likely that the age at which parents
beget children has risen somewhat in the meantime.

-

7. It follows from what has been said above, that the correct
approximation for assessing the annual burden of death duties can
only be obtained by taking into account the expected increment in
the size of the estates between inheritance and death, as inferred
from the actual rate of savings in the various income groups.?

1 Mr Barna has calculated this figure by the following method. Assuming that
the line of succession is from father to son and that the son is expected to die
at the same age as the father, the length of a generation, i.e. the period which
elapses from the time the son inherits his father’s estate until his death, equals
the age of the father when his son was born.

From preliminary data of the Bristol survey the following can be extracted
(E. Grebenik, Fournal of the Royal Statistical Society, 1940, p. 306} :

In the highest occupational group the average age of mothers at the birth of
their first child was z9-95, second child 30-50, third child 31-91; on the average
2g-64 years.

Usually the first son inherits. The age of the mother when the first sonis bornis
the average between the age when the first child and when the second child is
born, which in Bristol was 29-25 years. But as not all first sons live long enough
to inherit we ought to take a figure somewhere between the age when the first
son is born and the age when the average child is born.

In 191015, which can be considered as the relevant period for cur purpose,
the difference between the mean ages of bachelors and spinsters who were
married was 1'g years, the men being older (Registrar-General's Statistical Review
of England and Wales, 1937, Part II, p. 65. Mean age of bachelors marrying
spinsters 27+2, of spinsters marrymg bachelors 253 years). Hence the average
age of fathers when their son who inherits is born was between 31-1 and 315
years. Therefore the length of generations is estimated to be g1 years.

2 Cf. H.C. Debates, 11 July 1918, 108, 53, p. 511.

3 Cf. “The taxation of the various classes of the people’, 7.R.5.5. 1919.

4 Just as in the case of indirect taxes, the actual burden is calculated on the
basis of the actual consumption of the taxed articles (without taking into account
how much this consumption is itself altered by the existence of the tax), in the
case of death duties, the calculation of the burden must be based on the actual
distribution of income between consumption and saving—i.e. by taking into
account just that increment in the size of the estate which results from this rate
of saving—since it can be presumed that, in deciding how much to save,
estate-owners take the existence of death duties into aceount along with all the
other factors (such as the rate of interest) which are relevant to their decisions.
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Unfortunately, however, there are no data available for the dis-
tribution of personal savings in various income categories. The
only possible way of proceeding therefore appeared to be to work
out the burden of death duties for w0 special cases, which might
be looked upon as the limits within which the actual burden, in
the great majority of cases, is likely to fall! The estimates of
burden thus derived can, with some looseness of language, be
called the Minimum Burden and the Maximum Burden.

The first assumption, that of the Minimtim Burden, the results
of which are given in Table 21 below, is that the estate-owners of
the present, and every successive generation, maintain their capital
constant during lifetime {i.e. that there is zero net saving during the
lifetime of each generation), so that the value of the estate
inherited by the nth heir? is equal to the estate inherited by the
(r — 1)th minus the death duties paid on his death. Here the
amount of death duties to be paid by successive generations will
be a diminishing series, since the estate will be smaller én every
successive inheritance. The figures in Table 25 were so arranged as
to show the calculation of the burden by bot4 methods mentioned
in paragraph 2 above—as the difference caused by death duties
in the discounted value of future tax payments and as the difference
in the discounted value of future net income. Thus, column (3)
shows the discounted value of tax payments, on the assumption
that the estate yields the present income permanently and no death
duties are paid. Column (6) shows the present discounted value
of all future death duties payable, and column (7) the present dis-
counted value of income tax and surtax payments, when the size
of the estate is reduced in successive generations by the death-duty
payments. Thus the difference in the corresponding figures between

1 These two special cases are not true ‘limiting cases’ in the sense that the
burden cannot lie outside them under any circumstances. The minimum burden of
death duties is reached under the assumption that the estate-owner consumes
all his capital in his lifetime; in this case the burden of death duties is nil. The
maximum burden is obtained if we assume that the owner of the estate, in each
generation, saves up the whole of his *free income’, i.e. the whole of his income
after income tax and surtax have been paid, This gives the maximum possible
increment in the size of the estate in the lifetime of each generation. But
neither of these cases appeared to us sufficiently typical of real life to warrant
its consideration, ’

2 Tt is assumed throughout these estimates that estates pass on to a single heir,
If they pass on to several heirs, the successive death duties paid will be smaller.
On the significance of this assumption, cf. p. go below.
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column (3) and column (7} shows the reduction in the payment of
other direct taxation resulting from death duties. Alternatively,
column (4) and column (8) show, respectively, the discounted
value of net income in the absence of death duties, and allowing
for death duties. Column (g) brings the two methods together.
It shows the discounted value of the net burden of death duties,
and it equals either column (6) minus the difference between
columns (3) and (7) or the difference between columns (4) and (8).
Finally, this discounted value is converted into a net annual
burden in column (10).

The second assumption, that of the Maximum Burden, the
results of which are given in Table 22, is that estate-owners in each
generation save out of income an amount sufficient ta mainflin the
nel tncome of the estate constant over successive generations, in spite of
the payment of death duties, so far as that objective is attainable.
Up to a certain capital level—the ‘optimum estate’—which, as
mentioried earlier, was an estate of £331,000 in 137-38 and of
£86,000 in 1941-42, this assumption implies an annual rate of
savings the accumulated value of which is just sufficient to pay
the death duties {including the increase in death duties due to
the accumulation) and leave the estate intact to the successor; it
is identical, therefore, with the assumptions made by the Colwyn
Committee. Beyond that critical level, however (i.e. for estates
which are larger than the optimum), the assumption of maintaining
the capital intact would have produced a smaller net income than
could be obtained on the optimum estate. For the owners of these
cstates it would therefore be pointless, if not impossible, to main-
tain the capital intact. In fact, for the owners of these estates it
would be pointiess to save up anything at all for death duties, since
by doing so they cannot prevent the reduction in the size of the
estate to the optimum level; by saving they merely postpone the
time at which the estate is reduced to the optimum level, at the
cost of sacrificing the income from the estate in the intervening
period. Saving only becomes worth while after the estate has fallen
to the optimum level. :

For these estates {which are those calculated by Method (¢)
in Table 22) it was assumed that annual savings out of income are
equal to the savings on optimum estates. This, of course, is purely
arbitrary; to assume that the owners in these categories saved
nothing at all would have given results identical with Table 21,
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whereas the whole purpose of Table 22 is to show the added
burden of death duties due to savings; moreover, it is justifiable
to assume that owners of large estates do, in fact, save something
out of their income and, to that extent, make themselves liable
to larger payments of death duties. -

It will be noted that these assumptions make the annual burden
of death dutics (the Maximum Burden) identical with annual
savings for estates which are less than the optimum and more than
the annual savings for estates which are greater than the optimum.

For estates which are less than the optimum, it was assumed
that savings take either the form of direct accumulation (at the
same gross rate of interest which relates the income to the capital of
the estate) or clse the form of life insurance premiums, whichever
secures the higher net income. For the lower categories of income
(those calculated by Method (a) in Table 22), which are not
subject to income tax, or else pay income tax at a reduced rate,
direct accumulation yields the lower burden, for the reason that
the income from investments of insurance companies is subject to
income tax, and insurance premiums carry therefore a lower rate
of interest. For higher categones of incomes (those calculated by
Method (3) i in Table 22) savings in the form of life insurance yield
a higher net income, largely owing to the income-tax rebates
which are allowable on insurance premiums but not on other forms
of saving,

Table 23 shows the total burden of direct taxation (income tax,
surtax and death duties) under both assumptions. Since the net
burden of death duties, especially in the higher categories of in-
come, is greatly influenced by the payment of income tax and
surtax, for purposes of comparison between different years only
Table 23 is the really instructive one, and not Tables 21 and 22.
In particular the reduction of the net burden of death duties be-
tween 193738 and 1941—42 shown in Table 21, and also to some
extent in Table 22, might be misleading if considered in isolation,
since it was not due to any reduction in the rates of death duties
payable (which were, in fact, increased between these two financial
years}, but was exclusively due to the compensating effect of in-
creases in the other forms of direct taxation. This result may appear
paradoxical at first sight, as may also the statement that the annual
burden of death duties falls as income rises in the hlgher ranges. But
when income tax and surtax amount to over 18s. in the £ (as they
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did on an income of £50,000 in 1941—42), the effect on net income
of death duties is necessarily confined within narrower limits (i.e.
less than 2. in the £) than when the burden of income tax and
surtax is lower.

Table 24 shows the annual burden of death duties with the
insurance method, assuming the policy is taken out at the age
of 38 (instead of the age of 45, assumed by the Colwyn Committee).
This is included in order to enable a comparison to be made
with earlier calculations. The figures given in italics serve purely
illustrative purposes, since the life insurance premiums in those
categories could not, in fact, be paid out of income,

8. Throughout these calculations, which were prepared by
Mr T. Barna, the following assumptions were made:

(i) The average yield of capital was assumed to be 4 per cent
both for 1937-38 and 1941-42. The Colwyn Committee assumed
an average yield of 5 per cent, but this was considered too high for
recent years.

(ii) The length of a generation was assumed to be 31 years,
and the death duties payable in the first instance were discounted
31 years, those in the second instance 62 years, and s6 on. It might
be objected that since all the estates in existence at a particular
moment will become liable for death duties over a period which,
on the average, is only 155 years (since, on the average, present
cstate-owners must already have been in possession of their estates
for a period equal to half the length of a generation), the death
duties payable in the first instance should only be discounted for
155 years, and not 31 years. It must be remembered, however,
that the purpose of the calculation is to provide the equivalent
of a constant annual burden of death duties; if the death duties
payable in the first instance had been discounted only for 155
years, this would have implied the assumption that there had been
no burden, on account of death dutics, on the income from the
estates during the first half of the generation.

(i) The average yield of capital, the rates of income tax, surtax
and death duties were assumed to be the same for all future years
as they actually were in the particular years for which the calcula-
tions were made. This, of course, is a much more realistic assump-
tion for 1937-38 than for 194142 (since income tax and surtax
can hardly be expected to remain permanently at their war-time
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level), with the result that the figures for 1937-38 have more claim
to be regarded as a true representation of the burden than those
for 1941-42. b

(iv) Future tax payments and future net income were dis-
counted at the same rate of interest as that assumed for the average
yield of capital, i.e. at 4 per cent. This assumption of a single rate
of interest, applicable to all income and capital groups, is, of
course, arbitrary. It should be borne in mind, however, that the
rate of discount only enters into the determination of the annual
burden in so far as it affects the relation between two capital values
(i.e. the relation between the discounted value of net income with
or without death duties) ; and changes in the rate of discount will
only affect the figures for the annual burden to a significant extent
if they are considerable.

(v) It was assumed that the estate, on each successive occasion,
is inherited by a single heir. The extent of the error introduced by
this assumption is less than might at first be supposed. It can only
affect the burden of death duties in terms of present discounted
value, and thus on current income, in so far as the death duties
paid on the second instance and subsequently are payable at a
lower rate. But since the death duties payable in the second
instance are discounted for 62 years {and those paid subsequently
for g3 years or more) this factor is unlikely to cause a considerable
difference to the present discounted value. The discounted value
of all future tax payments can, of course, be considerably altered,

1 If the rate of interest employed is not the same as that assumed for the
average yield of capital (the ratio between income and estate), the annual burden
as calculated by discounting net incomes {Column (4), minus Column (8), in
Table 21) is no longer the same as that obtained by discounting tax payments
(Column (6), minus the difference between Columns (3) and (7) in Table 21},
the latter method giving lawer figures for the annual burden than the former
method, if the rate of interest chosen is lower than the average yield of capital,
and kigher figures, if it is higher. But with both of these methods, the figures
obtained would Lave been smaller than those actually shown, if a figher rate of
interest had been employed, and vice versa. Thus, if a 2 per cent rate had heen
employed, instead of the 4 per cent rate, the figures for 1937~38 in Column (11)
of Table 21, obtained by discounting net incomes {Column (4) mirus Column (8)),
would have been changed from 2 to 54 per cent for the annual income of £ 100,
from 4-67 to 11-65 per cent for the income of £2000 and from 5-43 to 12-0g per
cent for the income of £50,000. If instead the figures had been computed by
the alternative method of discounting tax payments, the differences caused by

changing the rate of interest from 4 per cent to 2 per cent would have been
much smaller.



TaABLE 21. Tue NET ANNUAL Burnen oF Deatk DuTies, AssumiNg ZERO NET SAVING DURING EACH GENERATION
(Husband, wife and two dependent children)

{n (2} (3) (4} (s) (6) &) (8) (9) (10} (11)
Discounted Discounted Rate of Discaunted Discounted  Net discounted
vakue of value of death duties value of value of value o
income 1RX net income pavable in Discounted income tax net income burden of
and surtax in the absence the Hrst value of and surtax allowing fnt denlh duties Annual Annual net
Investment Equivalent in the absence of death duties inatance death duties allowing for death duties —(8) = net burden burden as
intome estate of death duties [(2Y—{3)]  (see Table z5) payable death duties  [(2) - {(6} 1-(7)}] (5) +(7) (0 (4% of{g)] percentage
L Fa L £ % £ £ £ L P & of income
1937-38
100 2,500 — 2,500 4-84 50 — 2,450 50 3 0 200
tga 3,750 — 3,750 481 78 - 3,875 78 3 o 200
200 X,000 — 5,000 484 1oQ — 4,900 100 g o 200
250 6,250 — 6,250 5Rz 150 — 6,100 150 [ 230
190 4,530 —_ 7,500 5Bz 180 - 7,320 180 T 4 2:30
aso %750 104 8,046 382 209 38 8,453 193 714 z2'30
500 12,500 bR 11,812 6-Ro 332 bos 50,50 240 6 19 200
1,000 25,000 3.813 21,187 1128 1,089 3.533 20,37 809 12 7 124
2,000 50,000 10,063 39.937 1613 3122 9,280 37,598 2-330 03 11 407
2,500 62,500 11,875 48,625 1808 4,339 12,625 45,536 123 11 404
5,000 125,000 317,234 8,766 23193 1E, 108 2,850 Br1,042 6,724 268 19 53
te,000 150,000 98,047 151,053 z7-8g 25,786 5,225 138,989 12,964 518 11 51
20,000 §00,000 239,600 - 260,391 336 61,229 205,900 232,771 26,620 1,064 16 5133
50,000 1,250,000 708,084 541,016 41-48 182,703 504,125 473,082 67,934 2,787 7 543
104142
100 2,500 — 2,500 a8a 50 - 2,450 50 2 0 200
150 3.750 - 3,750 484 75 — 3678 75 30 200
200 5,000 — 5.000 584 100 — 4,900 100 4 O F)
250 6,z50 L 6,160 58z 150 58 0,042 127 5 2 201
300 ,500 488 7,012 58z t8o 430 6,810 122 4 18 162
a5e 2750 894 7,856 582 200 Bz6 7:715 141 5 13 162
500 12,800 2,528 9,972 778 83 2,345 0,772 200 B o 160
1,000 25,000 8,778 16,222 13-01 1,204 8,138 15,572 G30 26 o 260
2,000 §0,000 21,278 28,722 18-86 3,601 10,480 26,015 1,80 2z z 3-bo
2,500 62,500 28,778 33,722 22-76 5.238 25,788 31,474 z,ug Bo 18 350
3,900 125,000 70,809 54,191 30°37 13,758 60,963 50,279 3.912 156 10 314
10,000 250,000 171,434 %8,566 1544 3L9is 146,025 72,060 0,500 200 5 261
20,000 500,000 404,247 05,753 4305 74,901 335,100 9¢,000 5.754 230 3 118
50,000 1,250,000 1,115,497 114,503 5319 224,283 917,625 198,0q0 6,411 256 ¢ o5t



TaBLE 22. Tur NET AvnvuaL BurpeN oF Deat DuTiEs, AssuMiNg MAINTENANCE oF MAXivum NeT INCOME

(1}
Investment
income
Method £

%a) 100
) 150
(a) 200
() 250
(a) joe
a) - 350
(@ 0
{a} 1,000
?x) 2,000
()] 2,500
(5) 5,000
[£.) . 19,000
?:) 20,004
) £0,090
éa; 100
a 150
{a) 200
b) 250
() joo
() 3so
b 5§90
() 1,000
b} 2,000
(-} I 2,500
<) 5,000
<] , Te,000
c 20,000
¢ 50,000

(2)

Equivalent

estate

L

z,500
3,730
5,000
6,250
7500
8,750
12,800
25,000
50,000
62,500
125,000
250,000
500,000
1,250,000

2,500
3.75¢
5,000
6,250
7,500
8,750
12,500
28,000
50,000
6z,300
125,000
250,000
500,000
1,253,000

(63

Estave plus
value of
accumulated death duties  Death duties

ravings

2,627
3,941
s.goo
6,630
7963
0,291
13,555
28,487
61,035
78,154
168,045
366,193
668,350
1,418,390

2,627
3,041
5300
6,636
7.963
G291
13,730
20,I31
64,733
81,668
1§8,391
263,397
533,391
1,283,391

{Husband, wifc and two dependent children)
(6)

el

Ratc of

(s}

(see Table 25)  payable
Yo L

484
484
58z
58z
5Bz
582
778
1223
1808
20'0,
zs-Sg
r73
3758
43744

4-24
484
582
58z
582

3-82
'06
1418
2296
2530
32'go
3797
4558
5572

127

191

399

386

463

541
1,055
3,484
11,635
15,654
43,645
116,193
251,181
616,149

127
151
305
286
463
541
1,230
4,_;:;!
14,
Zl,l%g
§2,111
107,604
243,120
698,266

Annual
favings

£
193738

1.

OOt =0 NO OO ON -

-
Q00 0C A& JAOIA N

n

Income tax
and surtax
3

28,350

-
L
-

20

w

[~
SOt W LI LI tn Ot

45,419 18

{8)

. Net
mncome
()= (8)—(7)]
L

g8
147
9%
244
262
2
2
377
1,030
2,611
3,614

o8
147
195
339
272
304
375

20

L)
933

(9} (10)
Interest on
discounted  Net burden
future net [{6) ar
incomes (1) —(6)- (7
L L =
—_ 21
— 3 2
. g °
i 5
- 8 o
— 20 9
— 67 12 |
— 220 ©
— 15 1
—_ 90 14
— - 2,464 5
6,320 40 o
15,754 5887 o
— 2 I
. 3 z
— F
— Z 2
—_ 16
—_— e 5
e 2
= -
— 280 10
- 4131 19
1,425 743 ©
2,286 857 o
2,955 375 ©
3,502 1,0 o

(11)

Annua! net
burden &3
percentage
of income

00
2-00

437

216

Note on Methods used. (a) It is assumed that annual savings are accumulated in order thet at death they should cover death duties payable. Accumulation is assumed to take place
{b) Forincomesof {2,500 and over in 1937—38 and for all incomes liable

&t & rate of interest of 4 (1 —1) % , where t is the marginal rate of income and surtax at the given income. ? ; . f
the modified insurance method yields & lower burden than the method of accumulstion. For these incomes it was therefore assumed that the individual

for income tax in 1g41— y e d 1 5 i ] ;
(¢) For incomes which, with the insurance method, would yield less than the optimum net income, it was assumed that the

insures instead of sccumulating his own savings.

xmaount of saving is just es much as was the amaunt of premiums paid ta cover dexth duties on the optimum eatate. Estates are allowed to fall sfter death in successive generations
‘Gotil they reach the optimutn level where they are maintained, Colunms (2), (3), (4) refer 1o the estates in the first instence.
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if the estate is broken up after the death of the present owner,
since the estate might then become liable to much lower income
tax and surtax payments. But this latter factor is irrelevant for

TasLE 23, THE TortaLl Burpen oF Direct Taxes on INvestMENT INcOMES
(Husband, wife and two dependent children)
Annual net burden

of death dutiecs Total burden
Investment Income Assump-  Assum ‘Assump- Assump-

income and surtax  tion tion I tion I tion I

£ % %o % % %

1937-38
100 — 2:00 2-06 200 2-0b
150 — " 200 2:06 2:00 2-06
200 — 2-00 2-50 2:00 2°50
250 — 2:39 2-50 2:39 250
300 — " 2:3g 2-66 z-gg 2-%6
350 1’19 2:20 2-66 339 385
500 550 2:00 4'09 a'so 9°59
1,000 15°25 324 6-76 1849 2201
2,000 20°13 467 11-00 24 3113
2,500 2220 494 12-60 2714 34-80
35,000 2978 53 17°99 3517 %7‘77
10,000 39-22 51 246 44°40 -86
20,000 47'92 533 20 3°25 ‘40
50,000 5672 543 11°77 2415 68-49
1941-42

100 — 2-00 2:06 200 2-06
150 — 2-00 2-06 2-00 2-06
200 — 2-00 250 2-00 2°50
250 1-30 2-01 2-93 3-31 423
300 650 162 293 812 943
350 10021 i-62 2'93 11-83 15314
500 20-23 1-bo 467 21-83 2490
1,000 3511 2-60 784 3771 4295
2,000 4256 3-60 Ig-og 4616 56'39
2,500 4605 3'59 1056 4964 ba-bt
5,000 5664 314 1 59'78 71'50
10,000 68-37 2-61 57 71-18 7:14
20,000 8o-85 1'15 437 B2-00 - 85-22
50,000 go-84 51 216 9135 9300

the purposes of our calculation, since we are not interested in the
discounted value of tax payments as such, but only in the difference
caused by the payments of death duties to this discounted value.

(vi) It was assumed that the whole estate is subject to death
duties. Actually, some proportion of estates escape the payment
of death duties altogether, since they are passed on, from onhe
generation to the next, by settlements during lifetime. It is im-
possible to discover statistically what the proportion of settled



‘TABLE 24. Tue BUurDEN OF DEATH DUTIES CALCULATED BY THE INsurancE METHOD (Value of policy included in estate)
{Policy taken out at age of 38} (Husband, wife and two dependent children)

(1) (2) [&1] (4) (s5) (&) (7} (8) (9}
Rate of Net insurance

Investment Equivalent Estate plus death duties Deuth duties Gross insurance Income tax Net insurance premium as

income estate value of palicy  (see Table z5) payable premium rebate premium percentage

4 £ £ 9% X £ & A L of incormne

193738
100 2,500 2,627 484 127 2 18 — 2 R 292
15e 3,750 3641 484 141 4+ 8 — + 8 292
200 5,000 5309 582 300 7 2 — 7 2 386
z50 6,250 6,636 5-82 386 8 18 — 8 18 356
390 7,500 7963 582 463 10 14 — 10 14 356
350 8,750 G 29T 5z 541 12 9 1 I 11° 8 326
500 12,500 :g.s 5 778 1,058 24 5 3 8 21§ 425
1,000 28,000 2 ,454 1223 3,484 80 3 10 9 70 2 701
2,000 50,000 61,038 18-08 11,038 253 16 1 16 212 o 11-1Q
2,500 6z,500 78,154 200 15,654 360 45 © 15 I 12-60
5,000 125,900 168,645 258 43,645 1,003 17 04 3 99 I4 17°99
10,000 260,000 366,103 3173 116,103 2672 g 208 7 2,494 5 24-64
2w,0a0 £00,000 826,856 3933 326,836 7,517 I4 416 13 7o I 3551
50,600 1,250,000 2,563,576 51-24 1,313,570 30,21z 3§ 1,941 I3 29,170 12 5034
1941-42

100 2,500 2,027 484 127 z 18 e 2z 18 2'92
150 3,750 3,941 484 191 4 8 - 4 B 2-g2
200 5,000 5,309 582 300 7 2 — 7 2 356
250 6,250 6,636 582 386 8 18 10 7 7 293
00 7.500 7,963 582 463 10 14 I 17 8 16 393
350 8,750 9,291 582 541 12 g z 4 ¢ 5 2'23
500 - 12,500 13,730 396 1,230 28 6 4 19 2 g 407
1,000 25,000 29,131 1418 4,131 g5 o 10 13 7 784
2,000 50,000 64,733 2276 14,733 338 17 8 7 280 10 1403
z,500 6z,500 83,668 2530 21,168 186 17 7z 18 413 1¢ 1656
5,900 Iz5,600 186,249 32:go 61,289 I 4oQ I3 Ig5 17 1,263 16 2528
Ia,000 230,000 438,982 PR 188,082 4,340 2 29r 13 4,054 19 4058
20,000 500,000 1,068,148 5379 568,148 13,067 & 583 7 I, 48 I 6024

30,000 i,250,000 3.66z ¢q67 6587 2,412,407 ¥5,486 15 1,458 7 54,038 & To8ub
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estates ig in the total, and even il data were obtainable, it is
questionable whether allowance should be made for them, for
the proportion of estates which thus escapes the payment of death
duties varies véry widely from case to case; the average proportion
therefore gives very little information of the proportion which is
typical in the various income groups.

It should be borne in mind, however, that the omission of this
factor makes the burden of death duties, in both of the assumed
cases, appear {arger than it is in reality.

NoTe oN Minor DUTIES {LEGACY AND
Svccession DuTies) (by T. BARNA)

Minor duties are, in practice, very much in the nature of an addition to the
estate duty, and were treated as such for purposes of the present calculation.
{t is therefore necessary to express them in the same way as estate duties, i.e.
as a rate on the capital value of the estate on which estate duties are payable.

The minor duties at present still in force (the legacy duty on personal pro-
perty and the succession duty on real property} are levied in connection with
the acquisition of the property by the beneficiaries.-

The method adopted in previous calculations, including the Colwyn Report,
was to allocate the burden of minor duties in proportion to the burden of
estate duty, the proportion being the same as Exchequer receipts of minor
duties bear to receipts of estate duty in the relevant financial year.

In fact minor duties are not paid in proportion to estate duty. Minor duties
are paid by the beneficiary, whereas estate duty is payable by the estate, i.e.
the legator by legal fiction. For purposes of valuation and of minor duties certain
imcumbrances are allowed. The main deduction is estate duty paid, and there
are minor deductions also, e.g. Probate Court fees, fees of executor, etc. Minor
deductions are not likely to form a significant proportion of the estate.

On the remaining part of the estate minor duties are payable at different
rates, If the relationship of beneficiary to legator is close (wife or husband,
linear descendant or linear ancestor) the rate is 1 per cent. For other persons
higher rates (5 or 10 per cent) are payable. However, there arc certain
exemptions:

_ (i) Estates not exceeding or slightly exceeding £1,000 are exempt from
minor duties.

(iij If relationship between beneficiary and legator is close,
(a) estates under £15,000 are exempt,
(&) legacies under £1,000 or £2,000 are exempt.
(iii} If higher rates were payable certain small legacies (under £100) are
exempt,
As can be seen there i3 no burden of minor duties on estates under £ 1,000.
For estates over £1,000 we calculated two average rates, one rate for estates

(after deduction of estate duties) from £1,000 to £ 15,000, and another average
rate for estates over £15,000.
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The average rate of minor duties on estates less estate duty payable was
found to be:

(i) For estates of £1,000 to £15,000, 1-9 per cent.
. {ii) For estates of £15,000 and over, 2:5 per cent.

This calculation was based on data given in Tables 16, 21 and 22 of the
Report of the Board of Inland Revenuefor 193738, and oncertain assumptions as
to the proportion of administrative expenses and small legacies in the two groups.

It has been assumed that the average rates 1-g and 2-5 per cent were the
same in 1g41-42, which implies that rates of minor duties on the value of estate
were lower because of higher rates of estate duty.

In the following table rates of estate duty and of minor duties as percentage
of estate-duty capital are shown. {The rates shown in Tables 21-24 are those
of death duties, i.e. estate duty plus minor duties.)

TasLe 25. TeE Rartes or Dzars DuTies

1937-38 194142

Total Total
Estate Minor death Estate  Minor death
Range of estate duty  duties duties duty duties duties

%o Yo o % %o Yo

100~ RO0 oy’ — o7 0q — oy

500— 1,000 2 — 2 2 — 2

1,000- 5,000 3 184 484 3 12:7) 484
5,000~ 10,000 4 1-82 5-82 4 1-82 502
10,000~ 12,500 g 1-80 6-8o 6 1-78 7-78
12,500~ Ig,ooo 1-78 778 72 176 896
15,000— 18,000 i 2°30 9°30 B-é 2-27 10-67
18,000~ 21,000 8 2-28 1028 9 224 1i-84
21,000— 25,000 9 225 11°25 10-8 2-21 15-01
25,000- 30,000 10 223 12-23 12 218 1418
30,000— 35,000 1r 2-21 1321 132 215 15°35
35,000— 40,000 2 2-18 1418 14 z 12 16-52
40,000— 45,000 13 2-15 1515 15 2°09 17-Gg
45,000— 50,000 14 2-13 16:13 16-8 2-0b 18-8
50,000— 55,000 i5 2-10 17-10 19°5 199 2544
5,000 65,000 16 208 18-08 20-8 1-96 22-76
5,000— 75,000 17 2-05 19°05 22-1 193 2403
75,000~ 85,000 18 204 20-03 254 1-g0 2530
85,000~ 100,000 19 201 = 2101 22-7 1-86 26-56
100,000~ 120,000 20 198 21-g8 2 1-83 27-83
120,000~ 150,000 22 1-93 2393 z8+6 147% 30'37
150,000~ 200,000 2 1-88 2588 412 170 32:90
200,000~ 250,000 2 1-83 27-83 338 1-64 35'44
250,000~ 300,000 28 1-78 29-78 364 157 3797
300,000~ 400,000 3o 1-73 3173 39 51 4951
400,000~ 500,000 32 1-68 3368 416 1-45 4305
500,000~ 600,000 -9 163 3563 442 1-38 4558
600,000~ 8oo,000 3 1°58 3758 46-8 1-32 4812
800,000~1,000,000 38 1-53 39'53 49°¢ 1-25 5065
1,000,000~1,250,000 40 r-48 41-48 52 119 53°19
1,250,000~1,500,000 42 x-qg 43744 546 1112 5572
1,500,000~2,000,000 45 13 46-36 585 1-03 59'53
2,000,000 and over 50 124 5124 65 - o8By 6587

! Average of 1 per cent rate and fixed rate of gos. or 50s. on small cstates.



CHAPTER VII. TAXES ON BUSINESS PROFITS,
AND THE BURDEN OF TAXATION OXN
IMPUTED INCOMES

1.- In the British income-tax system the profits of an individual
trader or a partnership are imputed to the proprietors, whether
these profits are withdrawn from the business or left in the business
as reserves. In both cases they are taxed as the personal incomes
of the proprietors. In the case of joint-stock companies, however,
the total profits are liable to income tax at the standard rate
irrespective of whether they are distributed or not. If the profits
are distributed, income tax deducted at the standard rate at the
source is allowed for in computing the total tax liability of the
individual shareholder; tax payments are refunded for personal
allowances and additional taxes collected, in so far as the share-
holder’s total income makes him liable to surtax. Undistributed
profits, however, are taxed at the standard rate of income tax,
quite irrespective of the personal tax liabilities of the shareholders
of the company. Since these undistributed profits must properly
be regarded as part of the total income of the shareholders, this
implies that that part of income which takes the form of undis-
tributed profits is taxed differently from the rest of the income. Tt
follows, therefore, that an accurate estimate of the burden of tax-
ation must make allowance for the difference in the level of taxation
of these two different forms of income; and since personal direct
taxation is based on statutory income, which excludes undistributed
profits, this involves estimating the aggregate tax burden not on
statutory income but on tota! imputable income, which includes them.
It follows also that a proportion of the total income-tax receipts
of the Exchequer should be separated from the rest and allocated
as the revenue from the tax on undistributed profits.

2. No official figures are available to show the proportion of
income-tax revenue received on account of undistributed profits.
This amount can, however, be estimated. For 1g1g—20 the Board
of Inland Revenue gave the amount of undistributed profits as
approximately £173+3 millions.” The tax paid at the thenstandard

1 Cf. Colwyn Report, Appendix XIV, pp. 128-32.
SR 7
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rate of 6s. amounted to £52 millions, i.e. about 12-g per cent of
the total yield of income tax and surtax. For the year 193738
undistributed profits were estimated at £225 millions, and the tax
levied, with the standard rate of 55, in the £, was £56 millions,
or about 158 per cent of the total yield of income tax and surtax.
For 1g941-42 no similar calculation appears possible yet, since the
amount placed in reserves is influenced by excess profits taxation
and by the very cautious policy of companies in regard to their
reserves. For 1940-41 undistributed profits were estimated at
£300 millions. On this basis, and with the standard rate at 10s.
in the £, the,yield of the tax on undistributed profits, in 1941—42,
would amount to £150 millions, or about 18 or 20 per cent of
the total yield of income tax and surtax.

3. The difficulty of determining the effect of the tax on un-
distributed profits on the total burden of taxation of individual
incomes is connected with the determination of total imputable
income corresponding to statutory income. This can only be done
if definite assumptions are made as to the proportion of dividend
income in total investment income and the ratio of dividends to
undistributed profits. The proportion of dividend income, in the
total income derived from investment, varies from individual to
individual; and the proportion of dividends to profits put to
reserves varies from company to company. These proportions can
naturally only be worked out for average incomes, and estimates
based on these cannot claim to have the same significance as the
calculation of the burden of taxation shown for standard incomes.

It was probably due to these difficulties that the Colwyn Com-
mittee omitted the consideration of this problem altogether and
excluded that part of the yield of income tax which was paid on
undistributed profits, in calculating the total burden of taxation.
In the present enquiry the same policy was followed in the main
tables showing the total burden of taxation, since it was thought
that if investment incomes were shown as imputed incomes rather
than statutory incomes this would have rendered the results more
conjectural, and less comparable with those on earned incomes,
than if the burden was calculated for statutory incomes. At the
same time it should be pointed out that the neglect of total im-
putable income renders the calculation incomplete, and this must
be borne in mind when interpreting the figures given in the main
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tables. It was felt, therefore, that the best way of proceeding was
to make a separate estimate of the relation of imputed incomes to
statutory incomes and to make an estimate of the burden of tax-
ation on the latter, on the basis of this assumed relation. Although
this calculation cannot claim to have the same significance as
those given for statutory incomes in our main tables, it should at
any rate enable the reader to form an estimate of the order of
magnitude of the change in the burden which is introduced by
this factor,

4. The estimate of the relation of imputed income to statutory
income was made, at the request of the authors of the present
enquiry, by Mr T. Barna. He estimated by means of the Inland
Revenue figures the amount of capital corresponding to each level
of investment income and the proportion of the ownership of shares
to other forms of property in each capital group. He also made
an estimate of the difference between the average yield of shares
and that of other forms of property and the average proportion
between dividends and profits put to reserve. With the aid of
these assumptions he obtained the following relation between in-
vestment income, undistributed profits and imputed income for
the year 1937-38:

Tasie 26. IMPUuTED INCOMES AT DIFFERENT LEVELS OF STATUTORY INCOMES

{Average increases in statutory incomes on account of undistributed
profits at different income levels, 1937-38)

Undistributed profits attri-
butable to statutory incomes

o —A ™\

Statutory in percentage Imputed
incomes of statutory incomes
in £ incomes inf in £

100 14 14 114
150 18 27 177
200 21 42 242
250 23 57 307
300 24 72 372
350 25 88 438
500 28 140 ; 640
1,000 31 310 1,310
2,000 4 680 2,680
2,500 35 875 3:375
5:000 36 1,800 6,800
10,000 40 4,000 I§’°°°
20,000 4r 8,200 28,200
50,000 44 22,000 72,000

72
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On the basis of this estimate, the percentage of total statutory
income and total imputed income respectively, taken in taxation,
was as follows:

Tapte 27. TrHE Burbkn oF TaxaTion on IMputep Incomes. 1937-38
(Fully investment incomes)

Total burden of Total burden of

taxation on statu-  taxation on im-
Statutory Imputed tory incomes, in puted incomes,
incomes incornes percentage of in percentage of
in £ in £ statutory incomes™* imputed incomes®
100 114 16-16 17-17
150 177 16—-16 18-18
200 242 © 15-16 S Vi
250 307 15715 Ly b ¥
300 572 14-15 16-17
350 438 15-15 17-17
500 640 20-22 21-25
5,000 ) 1,310 28-31 27~30
2,000 2,680 g2-38 30~35
2,500 3375 33-41 31~37
5,000 6,800 3952 3545
10,000 14,000 4707 41~55
20,600 28,200 55~70 4657
50,000 72,000 63~70 51-57

! Vide Table 14,

* Minimum and maximum burdens are shown, on account of death duties,
according as to whether estate-owners are saving or not from current income.
For details vide Chapter vi.

It will be seen that the burden of taxation on a total imputed
income is less than that on statutory income above a statutory
income of £1,000, and the difference is all the greater, the higher
the level of statutory income. Although undistributed profits can-
not be regarded as constituting a part of income in exactly the same
way as dividends (since the shareholder does not possess the same
degree of freedom as to this disposal), it would be equally wrong
to ignore their existence altogether, especially since a high ratio
of undistributed profits is frequently merely a means of avoiding
the payment of surtax on high personal incomes.’ -

1 Successive Finance Acts, in particular the Finance Act 1922, Seclion 21,
amended by Section 31 of the Finance Act of 1927 and the Finance Act of 1936,
made special provisions against the practice of using the device of undistributed
profits tax on undistributed profits as a means of avoiding the payment of
surtax. It is now illegal for companies owned by less than a certain number of
persons not to distribute within a reasonable time the income derived by the
company to its shareholders. Although these provisions make the intentional
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5. In recent years new taxes on business profits have been in-
corporated in the British tax system: the National Defence Contri-
bution and Excess Profits Tax. Ultimately these are also a burden
on the income of shareholders or of the owners of private firms
(hence imputable income exceeds statutory income not only by
the amount of undistributed profits but also by the amounts paid
on account of these taxes);* but their allocation with respect to
individual incomes is even more difficult than in the case of un-
distributed profits. The amount of E.P.T. varies enormously from
company to company, and even if the proportion of E.P.T. in
aggregate profits of all companies could be determined (which it
clearly cannot until after the war) an average percentage added
to profits on account of E.P.T. would obvicusly be meaningless.
The incidence of N.ID.C,, as it is a flat percentage tax on all
profits, might be more easily estimated, but the problem here is
further complicated by the fact that N.D.C. operates as an alter-
native to E.P.T., being levied whenever it would give the higher
yield.?

It has not seemed possible, therefore, to make any estimate as
to the burden of these two war-time profit taxes on individual
incomes. The total burden of these taxes (together with stamp
dutieson companies whichhavealso not been allocated onindividual
incomes) is as follows:

104142
1937-38 provisional
£ mill. £ mill.

Tax on undistributed profits (approx.) 56-0 1500

N.D.C.

EPT. I'5 2690

Stamp duties on companies 88 60
£66-3 £425°0

avoidance of surtax much more difficult than formerly it would be idle 1o
pretend that the ratio of undistributed profits te dividends, over the general
field of companies, would remain the same if these tax differences between the
two types of income were eliminated.

1 The tax on undistributed profits is assessed (under Schedule D of Income Tax)
on companies’ profits only, while N.D.C. and E.P.T. are levied on the profits
of business, whatever the legal form. It is estimated that g5 per cent of E.P.T.
is derived from the profits of companies.

2 This does not mean that current profits, whether taxed by E.P.T. or N.D.C,,
are cut uniformly to the E.P.T. limit. E.g. in cases where there arc no cxcess
profits, N.D.C. comes into operation and profits eg-tax will be lower than pre-
war profits. In cases where there are excess profits and these are taxed according
to E.P.T. profits ex-tax will be equal to the pre-war profits.
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NoTe oN Stamp DuTiEs

Stamp duties were excluded from all previous investigations, except that of
Mr Sandral. He summarily allocated their burden on the income tax-paying
classes, by reference to the burden of income tax and surtax. The Colwyn
Committee stated that ‘these duties fall mainly on the better-off classes, but
they are mostly levied on occasional transactions of irregular frequency and
have no clearly definable relation to the annuil income of the individual’.
It is therefore not attempted, for the purposes of the present enquiry, to allocate
thern on individual incomes in the same way as we have allocated the income
tax or tea or sugar duties. Neither is it proposed to go into details of their
incidence, as this problem has been clarified by the Colwyn Report (vide
paragraphs 540—79). For purposes of the present enquiry part of the stamps
(payable on cheques, receipis, ete.) is added to the taxes on production in
general, as it may be assumed that the bulk under these headings is of business
origin and is passed on to the consumer in prices (entering into the cost).
Another part of the stamps (on stocks, shares, companies’ share capital, etc,) is
regarded as a burden on business profits, and the rest is excluded from the
calculation altogcther.

In Table 27 of the Infand Revenue Report for 1937-38, the yield of stamp duties
is given in detail under eight headings. Headings 2 and g are duties on com-
panies (thus on shareholders). Duties under heading 1, on Land and Pro-
perty other than Stocks and Shares, could be allocated in principle to cwners
of land and other property. It is, however, more advisable to exclude this
item from the calculation. Duties under headings 4-8 {4, Cheques, Bills of
Exchange; 5, Receipts, etc.; 6, Shipping; », Certificates and Licences; 8, Mis-
cellaneous) will be added to the taxes on production in general. This procedure is
indicated in the case of 6 and 7, which are mainly business expenses. 4 and 5
are partly business expenses, and are paid partly by individuals in the higher
income groups. Duties under 8 are items of a very different character, e.g. on
life insurance policies, settlements, penalties, etc., and their complete exclusion
would be on the whole preferable. ‘

The yvield of the stamp duties in 1937-38 and in 1941-42 and 1he percentage
distribution on the average of the three years 1935-38 are as follows:

1935-38
Percentage 193738 . 104142
distribution £ miil, £ mill.
1. Land and property 21-1 55
2. Stocks, shares, debentures 376 747
3. Companies’ share capital duty 48 I-1
4. Cheques, bills of exchange 17°5 £7
5. Recelpts, etc. 11-3 31
6. Shipping 2-5 08
7. Qertificates and licences o-b 0-2
8. Miscellaneous 46 -1
100-0 £24:2 FRFL:



CHAPTER VIII. THE TEA AND SUGAR DUTIES

1. Object of the Estimates.

The object of this chapter is to provide estimates of the duty
paid on tea and sugar, (¢) by families at different income levels,
and (4) by families of different sizes at each selected income level.
As with the other estimates of this Report, they refer to the financial
vears 1937-38 (the last pre-rearmament year) and 1g41—42. Calcu-
lations for the latter have necessarily to be based on estimates
rather than on actual figures of consumption.

" Both tea and sugar are articles of general consumption and the
taxes on them for 1941—42 amounted to o7 and 1-6 per cent
rcspectlvely of the total taxation receipts for that year. Variations
in the amount of tax payable at different income levels are slight,
especially in view of the fact that duties, in both cases, are specific
(e, on quantity) and not ad valorem.>The main differences in
expenditure between the income groups are due to the wide range
of qualitics available, and this is particularly so in the case of tea.
Family budget surveys give a fairly reliable picture of consump-
tion at different income levels, from which it emerges that the two
principal determinants of per capita consumption are income and
the size of the family.

2. Previous Enquiries.

Several previous enquiries have been made on the same lines
as the present one. Chief among these are {1) Lord Samuel’s
enquiry for the years 19o3—04, 1913-14 and 1918-19," (2) the
report of the Colwyn Committee for the year 1g25-26,* and
{(3) Mr Caradog Jones’s investigation for the same year.3

Lord Samuel’s enquiry was based on the family budgets col-
lecfed by the Board of Trade in 1go4,* and checked by the results
of an enquiry by the Board of Inland Revenue in 1908, and by

1 The Presidential Address of the Rt Hon, Herbert Samuel delivered to the
Royal Statistical Society for the session 1918-19.

2 Report of the Commiltee on Netional Debt and Taxation (London, 1927).

3 'Pre-War and Post-War Taxation’, by D. Caradog Jones, reprinted from the
Journal of the Royal Statistical Socisty (London, 1927).

4 Board of Trade Report on the Consumption of Food and the Cost of Living of the
Werking Classes (London, 1904).



104 THE TEA AND SUGAR DUTIES

the investigation of the Treasury Committee, presided over by
Lord Sumnecr, on the cost of living in June and July 1918.' The
results of these enquiries were compared, and brought into relation
with the known figures of national consumption for the years in
question. An estimate was made on this basis of the probable
annual consumption per family of five in four income groups {£50,
4100, £150, and £200 per annum, and over),

The Colwyn Committee drew on no fresh sources of information
and in the main accepted Lord Samuel’s estimates. Adjustments,
however, were made to allow for changes in the level of national
consumption and in the cost of living, as explained in Appendix X
of their Report.

Mr D. Caradog Jones based his estimates for working-class con-
sumption on the Board of Trade budgets for rgo4, adjusted for
the financial year 1925-26. For middle-class consumption he made
an estimate based on his own private enquiries.

A comparison of these enquiries is set out in Tables 32 and 33.

3. A Description of the Family Budget Surveys used in this Enguiry.

It will be seen that all previous enquiries relied mainly on family
budgets for 1904, which are now out of date. Several recent
surveys arc now available and have been made use of for the
purposes of the present enquiry.

(1} Sir John Orr’s Family Budget Survey* gives estimates of the
quantities of various foodstufls consumed in 1934 by each of six
income groups spread over the whole community. The graphs and
tables are based on 1,152 family budgets. These budgets are
checked by comparison with data from all the dietary surveys
published at the time, and also by comparison with the total
national food consumption calculated from different data, viz.
agricultural and trade statistics.

{(2) Sir William Crawford and H. Broadley. A collection of 4,950
family budgets was made by the Research Department of W. §.
Crawford Ltd. in 1936. The data relating to certain items, in-
cluding tea and sugar, have been extracted from the original
budgets and analysed by Miss M. Joseph on behalf of the National

1 Report of Werking Classes Cost of Living Commitiee (London, 1918).

2 Sir John Boyd Orr, Foed, Health and Income (Macmillan, London, 1937).

4 Sir William Crawford and H. Broadley, The People’s Food (Heinemann,
London, 1938).
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Institute of Economic and Social Research. This analysis was made
for the purpose of showing variations due to changes in income
and in the size of the family,

(3) The Ministry of Labour made a representative collection of
10,762 working-class budgets' (of which 8,905 were industrial;
1,491 agricultural; 366 rural} for four separate weeks during
1937-38. A detailed analysis of these budgets was made available
for the present enquiry.

{4) Middle-Class Fomily Budgets. The results of a’ recent enquiry
into middle-class budgets (based on a sample of 436 families spread
over four income groups ranging from £250 to £700 per annum
and over) were confidentially supplied.

THE ConsuMPTION AND TAXATION OF TEA

4. The National Consumption of Tea.

Representative figures of the national consumption of tea are
given in the Reports of the Board of Customs and Excise:

Quantity of tea Estimated
retained for population Lb. per
Calendar home consumption (mid-year) head per
year 1b. in thousands annum
1933 485,307,836 46,520 9-36
1934 430,478 ,3% 46,666 922
1935 441,493,318 46,869 g42
1936 4-38,192,757 47,081 931
1937 434.6 Ig 1284 47,289 9'19
1938 431,798,632 47,485 909

It can be seen from these figures that no very significant change
in the per capita consumption of tea has occurred in recent pre-war
years, As tea is an article of almost universal consumption the
ber capita figures are fairly representative for all sections of the com-
munity, They serve, in any case, as a useful check—so far as con-
sumption and expenditure arc concerned—on the reliability of the
different family budget enquiries on which the present estimates
are based.

‘ Weekly Expenditure of Working Class Households in the United Kingdom
\n 1937~38°, Ministry of Labour Gazette, December 1940, January 194! and
February 1941.
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5. Variations in Consumption due to Differences in Income.

{ All the available sources of information confirm the generally
known fact that the quantity of tea consumed is relatively constant
for the different income groups. There are naturally great varia-
tions in the amount spent on tea, because of the purchase of more
expensive blends by the wealthier classes.) All family budget en-
quiries show a slightly rising per capita consumption as income
increases within the lower working-class income groups. The
highest per capita consumption is found among the higher working
classes, where it is slightly over the national average. A consump-
tion approximately equal to the national average is found between
incomes of {150 to £200. Proceeding from the working classes to
the middle classes, a slight decrease is ascertainable. Another point
worth mentioning is the fact that the level of consumption is more
influenced by social class than by money income. A prosperous
working-class family with a relatively high per capita income will
consume more tea than a middle-class family with the same in-
come. Thus income cannot be taken as a complete guide to the
level of consumption. The decrease in consumption in the higher
income groups is in accordance with expectation, and can be ex-
plained by various considerations. Tea is relied upon as the chief
drink in the majority of working-class homes, but is partially
replaced by coffee and other more expensive beverages among the
upper classes. Moreover, consumption figures are influenced by
the fact that a cheaper quality of tea is less economical in use,
and by the tendency for the poorer classes to prefer a strong brew.
It is reasonable to suppose that the old formula of ‘one for each
person and one for the pot’ is more often adhered to in working-
class than in middle- and upper-class households.

The estimates of consumption related to income adopted in this
Report are largely based on Sir John Orr’s family budget figures.
This particular investigation has been selected as a basis by reason
of its closer conformity to the figures of the national average as
obtained from official statistics. The figures have been checked
by other family budgets and corrected to apply to 1937-38. Some
allowance was made in the middle and higher income groups for
tea consumed away from home,

Sir John Orr gives the following figures of per capita consumption
in the ‘average’ family for different income groups in 1934:
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Consurnption per

Weekly income head per week
Group per head oZ.
I Under 10s. 2-2
1X Over 10s. and under 150 2+7
H1 ys 158 s 204, 2'9
v sy 204, s 30s. 30
v » 305 . 45% 2°9
VI v 455 27
Weighted average of groups 2-8-
Customs and Excise figures:
National average (1934} 2-837
» {1937) 2-828

Other Family Budget Figures:
Weighted average of Ministry of Labour family budgets for

8,905 industrial working-class households 2:97
Weighted average of Ministry of Labour family budgets for
1,491 households of agricultural workers 2-53

Weighted average of Ministry of Labour family budgets for
366 working-class households in rural areas in England
and Wales 2-26

Weighted average of 436 middle-class budgets . 2-65
Weighted average of Sir William Crawford’s family budgets 340

As can be seen the average consumption per head shown by the
budgets obtained by the Ministry of Labour from industrial house-
holds was above the general average for all classes in Great Britain.*
On the other hand the average consumption per head shown by
the budgets obtained from agricultural and rural households
indicates a consumption below the general average. The budgets
of the Crawford enquiry—collected mainly in urban districts—
show an average consumption far above the national average.

On the basis of all the information available we estimate the
weekly per capita consumption as follows:

Consumption per head
per week in an average

Income group family of 3-6 persons
QZ.
100 2-20
150 2-71
200 2°G4
250 3-02
350 and over 2:04

1 It may be mentioned that those houscholds of which the principal wage-
carners had been unemployed for long periods were excluded from the scope
of the Ministry of Labour budget enguiry.
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6. Variations in Consumption due to Differences in the Size of the Family.

A consideration of more importance in determining per capita
consumption than a family’s income is the size of the family. The
per capita consumption in large families is very much less than in
small families, the reasons clearly being, first, that the same amount
of tea can be made to provide more cups by adding water, and_
secondly, that large families contain a number of chlldren who
drink little or no tea.?

A detailed analysis of the Crawford family budgets was available
for the present enquiry, showing changes in consumption due to
differences in the size of the family and in the income level. This
analysis does not provide data relating to a person living alone,
but a quantity corresponding to 70 per cent of that consumed by
a family of two adults was considered by experts to be reasonable.
The following estimate of percentage variation from the per capita
consumption of the average-sized family has been made, mainly
on the basis of the analysis mentioned above; for example, the
consumption in a family of two will be 34 per cent per head more
than in the ‘average’ family {of 3-6 persons}, whereas the con-
sumption in a family of five will be only B4 per cent per head of
that in the ‘average’ family: apita consuraption

expressed as a per-
centage variation from

consumption in the
. . ; : R
No. in family average’ family

188

£34
105
100

94
84

Estimated consumption of tea by different-sized families at
different income levels in 1957-38 is given in Table 28.

7. The Duty on Tea.

- The {ull rate of duty in 1937-38 was 6d. per Ib., the preferential
rate 4d. per lb.; g1 per cent of the tea imported in 1937 came
from Empire countries, making the average rate 4-184. per lb.
China tea pays the full duty, but the percentage of people con-
suming it in its pure form is small, and as China tea is usually more
economical in use the effect of a higher tax is counteracted by a
smaller per capita consumption.

VR LW R
=
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8. The Estimaie for 1941-42.

’ The rationing of tea was introduced on g July 1940, and an
allowance of 2 oz. per head per week was made. This ration
remained jn force throughout the financial year 1g41-42.7:

It will be noticed that the 2 oz. ration exceeds the average
per capita consumption in a family of five with an income of £100
per annum, as estimated for 1937-38. In view of the rise in the
price of tea, and in the cost of living generally, it is unlikely that
the full ration was purchased, either in this income group, or in the
one immediately above. (This is confirmed by the figures for
working-class budgets collected by Professor Bowley for 1940.] We
have allowed the full ration for all the other families, as it appears
that the purchase of tea is maintained wherever possible.

The ration does not, of course, include tea consumed away from
home. This part of the consumption is evidently of greater im-
portance under war-time conditions, as circumstances have in-
creased the occasions on which tea is drunk away from home
(factory canteens, A.R.P. shelters, etc.). For the same reason tea
consumption outside the home is more generally distributed be-
tween all income groups than in pre-war years.

The total tea consumed away from home was estimated at
10 per cent of the total consumption in rg37-38. This estimate
was confirmed by expert opinion. There is no information available,
either on the total amount released to catering establishments,®
or on how it is distributed among individuals. For purposes
of present calculation the simple assumption was made that an
amount of tea equal to 10 per cent of that consumed by the
family in 1937-38 was drunk away from home in 1941-42. There
will of course be differences in individual cases {the percentage
may, for example, be 5 or 15 per cent}, but this would only very
slightly influence the final results. To increase the consumption
of different-sized families by the same percentage may seem, at
first sight, to weight unduly the consumption of members of smaller
families, but it must be remembered (a) that the larger families
include more children and therefore the per capita figure does not
give a real idea of the adult consumption, and (4) that a small

1 Although rationing has been applied to catering establishments the cut in
consumption has not been great (in some cases the ration allowance has
actually been more than the amount required}.
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family is relatively better off than a large family with the same
income, and can therefore more easily afford restaurant and can-
teen meals,

Taere 28. ConsumerioN oF anp Duty Pavasie oN Tea. 1937-38

{1) (2) (3) (¢) (5

Income Oz, Lb. Lb. Duty payable
per annum per week per annum per annum per annumnt
per head per head per family 5.
{(a) Family of five (married couple and three children)
100 1-8 6-02 j0°10 o 6
150 2-2 T 41 37705 12 11
200 2°47 8-03 4015 14 ©
250 2'54 826 4130 14 4%
g50 and over 2-47 8-03 40715 14 ©O
(6) Family of four (married couple and two children)
100 2:07 6-73 2692 9 g
150 255 829 3316 1T 6%
200 276 8-97 . 35887 12 6
250 2-84 g9-23 36-92 12 10}
g50 and over 2-76 8-g7 35-88 12

{¢) Family of three {married couple and one child)

100 2-31 7°51 22-53 711
150 2-85 g-26 2778 9 8
200 4-09 10°04 30°12 1o 6
250 317 10°30 30-G0 10 gl
350 and over 309 10°04 30°12 15 6
(d) Famnily of two (adults)
100 2:05 939 1918 6 8
150 3-63 1r-8o 23-6o0 8 3
200 394 12-8o 25-60 8 11
250 405 1316 26-32 9 2
350 and over 394 12-8o 2560 8 11
(¢) Single person
100 414 1346 1346 4 8%
150 510 1658 1658 5 9}
200 553 1797 797 6 3
250 568 18-46 18-46 6 5
350 and over 553 17-97 1797 6 3

* The full rate of duty for the financial year 1941—42 was 84. per
Ib. and the preferential rate was 6d. per Ib. The proportion of
Empire teas to total imports is estimated at g2 per cent. This gives
an average rate of duty of 6-164. per lb. "
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TaBLE 29. ConsuMPTION OF AND DuTy PAvABLE ON TEA. 194142

(1)

Income
group
£

100
150
200
250

350 and over

100
150
200
250

350 and over

100
150
200
250
550 and over

100
150
200
250
350 and over

100
150
200
250

330 and over

(2) (3) (4) (5) {6)
Total of
‘Awayfrom columns
Oz.per Lb.per Lb.per home’in~ (4) and (5)
week per annum per annum per b, per i b, per
head head family annum annum
{(a) Family of five (martied couple and three children)
175 569 28-45 3-0t 3146
195 634 31+70 371 354§
2-0 6-50 32'5 402 3652
2-0 6-50 325 4°13 36-b3
20 6-50 325 402 36-52
{6) Family of four (married couple and two children)
1-85 6-or 24°04 270 26-74
20 65 26-0 332 2932
20 65 26-0 150 20°59
20 65 26-0 270 2970
2-0 65 26-0 3°59 29'59
{(¢) Family of three (married couple and one child)
20 65 19°5 226 21-76
2°0 65 19§ 2-78 22-28
20 65 195 3-01 22:51
20 65 195 310 22-6o
20 65 19°5 301 22°51
(d) Family of two (adults)
2-0 65 130 192 14-92
20 65 13-0 2-36 15:36
20 65 130 2-56 1556
20 65 130 2-6 l5v6§
2-0 65 130 2'5 15'5
{e) Single person
20 65 65 '35 7-85
2:0 65 65 1-66 B-16
2:0 65 65 1-80 8-30
2:0 65 65 1-85 8-35
20 65 65 1-8o 830

111

{7

Duty
payable

5.

Il
11
11
II

~1 QO ~I I

Eo o

per annum

Note. Columns (2), (3) and (4) exclude consumption away from home, and
are therefore not immediately comparable with 1937-38 figures.
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Tue CoNsUMPTION AND TAXATION OF SUGAR

9. The National Consumption of Sugar.

Representative figures on sugar consumption, given in the
Reports of the Board of Customns and Excise, show a steady and
fairly considerable increase in sugar consumption throughout the
last two decades:

Sugar retained for home -
consumption (estimated as

the equivalent of - Consumption
Calendar refined sugar) per head

year cwt. Ib,

1924 31,476,@98 78-49
1925 33,993,016 B4-50
1926 35,167,550 8708
a2y 34,343,239 8475
1928 37,189,072 91-39
1924 37,502,370 91gb
1930 37,053,296 92-68
1931 49,734,583 0g-02
1932 39,244,271 94-86
1933 38,345,385 92'32
1934 40,592,795 97°42
1935 41,071,510 gb15
1936 42,450,462 ro1-08
1937 43,114,416 10211
1938 42,619,831 100752

10. The Various Forms of Sugar Consumption.

Sugar is consumed, as 1s well known, not only as such, for
domestic purposes, but also in many products, such as marmalade,
jam and confectionery {chocolate, cakes, biscuits, etc.). Some
evidence relating to the proportion of the total sugar supply used
industrially is given in the Report of the Census of Production
for 1935."

The Customs and Excise figures give the total sugar consumed
in 1935 (in terms of refined sugar) as 41,071,510 cwt. Sugar
imported in composite articles is put for the financial year 1935-36
at 1,338,967 cwt.

According to the Census of Production the following amounts of
sugar were used for manufacturing purposes in 1935:

t Final Report on the Fifth Census of Production and the Import Duties Inguiry, 1935
(H.M. Stationery Office, London, 1940).
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Amount of
sugar used  Value of output
{in million (approx.)
Ttem cwt.) in £ mill,
1. Gakes, pastries, etc., including the 1-6 25'3
manufacture of ice cream
2. Biscuits 10 16-g
3. Cocoa, chocolate and sugar con- 40 56-8
fectionery 200 {cocoa
preparations)
4. Preserved food {fruit, ete.) 43 71 {jams, etc.)
2:1 {rest)

These items, plus sugar contained in imported articles, amount
to 12°2 million ewt., or roughly 30 per cent of the total sugar con-
sumption. This figure can be regarded as the lower limit, as the
Census of Production figures exclude the production of small firms
(e.g. small bakeries). Furthermore, no details are given in the
Census of Production on sugar used for brewing, manufacturing
mineral waters, etc. It is believed, and confirmed by expert
opinion, that the increase in sugar consumption from 1935 to 1939
can be mainly accounted for by the increasing industrial use. For
the pre-war period the proportion of supplies used industrially
was estimated at at least 40 per cent of the total supplies.

In addition to the domestic use of sugar and its consumption in
manufactured form, the sugar consumed in catering establish-
ments must be takcn into account when calculatmg the total
burden of the duty. The quantity of sugar used in this way is not
known. Mr Feavearyear, in his estimates of national expenditure,’
assumes that 10 per cent of the nation’s food is purchased through
hotels, restaurants and catering houses. This figure is—as Sir John
Orr thinks*—an over-estimate, and may vary, of course, for single
items, but as sugar is consumed in almost every meal served in
catering establishments it does give some idea of the possible ex-
tent of this form of consumption. If we assume that for the fiscal
year 1937-38 the aggregate non-domestic use of sugar (industrial
use plus consumption in catering establishments) was 40 per cent of

1 A. E. Feavearyear, ‘The National Expenditure, 1932°, Economic Joumal,
1934, P 33

2 Sir John Boyd Orr, Food, Health and Income (Macmillan, London, 1937),
p- 6g. Itis worth noting that the Ministry of Labour family budget survey puts
the average expenditure on meals, ctc. away from home per industriai house-
hold as low as 15, 1§4. out of a total expenditure on food of 34s. 1d. (Ministry
of Labour Gazelte, December 1940).

SK 8
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the total consumption, and that domestic consumption amounted
to 6o per cent, we are certainly underestimating rather than over-
estimating the quantity used for non-domestic purposes.

11. Family Budget Enquiries on the Consumption of Sugar at Different
Income Levels.

The importance of ascertaining the proportions of sugar con-
sumed in different forms is due to the fact that such information—
together with the known national per capita consumption figure—
provides the only check on the reality of the different family
budget surveys showing the varying sugar consumption at different
income levels.

The somewhat contradictory results of the different family
budget enquiries on sugar consumption at different income Jevels
can be presented as follows:

{a) Sir John Orr gives figures for sugar purchased as such, and
sugar consumed in other forms, in 1934. The latter excludes sugar
consumed in jams, marmalade, etc., but very probably allows for
sugar consumption in catering establishments for the higher in-
come groups. He estimates the national average as 29'7 oz.” per
head per week, the weighted average of domestic consumnption as
17'8 oz. and the weighted average of consumption in other forms
as g oz. The remaining 2-g oz. (17-8 + g = 26-8 oz. only) is ac-
counted for by sugar consumed in jams, jellies, syrup, etc. Sir John
puts the average consumption of jams, etc. at 5-2 oz. per head
per week, of which 50-60 per cent is the estimated sugar content.
(The Ministry of Labour enquiry puts jam and marmalade con-
sumption, among houscholds of industrial workers, at 4-2 oz. per
head per week.) Sir John gives the following detailed figures of

weekly consumption: Sugar con-
sumed in  Sugar consumed
Sugar other forms  in jams, eic.
Weekly purchased (excluding {50-60 %,
family income as such jams, etc.)  sugar content)
Group per head oz. oz, 0z. .
I Under 10s. 135 65 z-2-2-6
IT 105.—155. 160 75 2-7-32
I 155.-205. 180 85 2:6-31
v 205.—305. 140 95 27-32
A 505.—455. 195 105 29-3'5
VI Over 45¢. 19°5 15 2:8-g-3
Weighted average of groups 17-8 90 2:6-31
National average {all forms of consumption) 297

1 Partly based on additional information supplied to us by Sir John Orr.
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. (b} The results of the Crawford enquiry show the following

variations for 1936: :
Sugar purcbased  Sugar consumed

Yearly per head per week  in other forms

Class family income oz, oz.

D Under L125 152 —

G L1z25-£a50 16-8 —

B £250-£500 17°2 —

A L500-£ 1,000 179 —_

AA £ 1,000 and over 176 —
Weighted average of groups 167 approx. 119

National average {all forms of consurnption) 286 )

The difference between these figures and the national average
represents, in the opinion of the Crawford enquiry, sugar con-
sumed in hotels, restaurants, tea shops, and in the form of con-
fectionery, biscuits, cakes, jam, syrup, marmalade, etc., which
would represent on this basis 42 per cent of the total per capita
consumption of sugar. The national average mentioned by Craw-
ford (28'6 oz. per head per week) is again too low, as by 1936,
according to Customs and Excise estimates, it was over 31 oz.
per head per week.

(¢) The results of the recent family budget enquiry of the Ministry
of Labour show the following figures of sugar consumption in
households during four weeks in 1937-38:

Weighted average in households of industrial workers 20°4
Weighted average in households of agricultural workers 250
Weighted average in working-class households in rural areas 22-b

{(d) A recent enquiry based on middle-class budgets shows the
following results for 1938—3g: ’

Middle classes Sugar purchased as such per head per week
{£250-£700 and over) 2128 oz.

All the family budget surveys analysed show increased per capita
domestic consumption as income increases; the rise is, however,
slight, as apart from the lowest income group there are no marked
differences in the amount of sugar used for domestic purposes.
The variations are distinctly greater where non-domestic con-
sumption is concerned, as is shown by Sir John Orr’s figures. The
amount of sugar consumed increases as income rises, especially if
allowance is made in the higher groups for sugar consumed in
catering establishments. 1f we compare the expenditure on articles

8-2
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containing sugar, and not the quantity of sugar in these articles,
the variations are of course very great, although such comparisons
are misleading from the quantitative point of view.

An analysis of the available data relating to the total consump-
tion of sugar and of its variation with income enables us to make
our own estimates. Although the complicated nature of the pro-
blem (viz. that domestic consumption must be combined with,
consumption of articles containing sugar, plus consumption in
catering establishments, and that this aggregate figure must be
varied with income) excludes the possibility of any great accuracy,
it 1s believed that the margin of error is within reasonable limits,
Different approaches to the problem—based exclusively on one
family budget survey or another—though imperfect in themselves,
gave substantially the same results. -

An estimate was made, on the basis of family budget surveys, of
the different forms of consumption, by taking into account (1) the
national per capita consumption for the fiscal year 1937-38, viz.
102-8 lb. per year (31-65 oz. per week) and (2) the assumption
that 60 per cent of the total consumption may have been
domestic:

Income group Estimated
(family income  Sugar purchased Sugar consumed total sugar
per annum) as such in other forms consumption
(oz. per week) {oz. per week) (Ib. per annum)
100 14'5 87 75
150 1775 1077 92
200 190 117 100
250 20'0 130 107
300 205 14°4 113
350 210 158 120
500 and over 21°5 162 122
Weighted average of 19°0 12-63 102°8
the groups {approx.)
Naticnal average (all 31-65 102-8

forms of consumption)

The non-domestic consumption was estimated with the assistance
of Sir John Orr’s figures. They give the percentage proportion of
non-domestic consumption for cach income group. An allowance
was made for the consumption of sugar in jam, marmalade, etc.
The increase in sugar consumption since 1934 was taken into
account, and allowance was made for the fact that this increase
was largely due to a rise in the purchase of sugar in non-domestic
forms (see Table 30, column 3}. 1In the higher income groups the
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proportion of sugar consumed outside the home, or in manu-
factured articles (varying from 42 to 43 per cent), is higher than
the national average for this type of consumption, whereas in the
lower groups it is the domestic use of sugar which exceeds the
national average (the non-domestic consumption varying from
37 to 38 per cent).

12. The Influence of the Size of the Family on Sugar Consumption.

The above figures refer to per capita consumption in the average
family (3-6 persons). There are reasons for supposing that the
per capita consumption of sugar varies not only with changes in
income, but also with changes in the size of the family. Smaller
families generally consume more per head than larger families
(income remaining constant), This may be explained partly by
the higher proportion of small children in the larger families,
partly by the greater economy of cooking for a large family. This
has been confirmed by an analysis of the Crawford budgets men-
tioned above. On the basis of this special analysis the variations
from the average for the domestic use of sugar by different-sized
families can be expressed as follows:

Per capita consumption
No. of expressed as a percentage
persons variation from consumption
in the family in the average family

120

115
105
100

97

Qo0

Thus, for example, in a family of two the per capita consumption
is 15 per cent higher than in the average family, at any one income
level, whereas in a family of five it will be ro per cent lower; or,
in other words, a family of two is equivalent to 2-3 average con-
sumers, whereas a family of five is equivalent to only 4'5 average
consumers.’

AR RN~
(=]

1 The percentage variations given above are a simplification of the so-called
‘man-value’ comparison. This comparison expresses the consumption of
females and children as x and y per cent of the male consumption. The *man-
value’ of a child naturally varies with age, and as the tax-paying family includes
children up to 16 it is preferable to use percentage variations—based on family
budgets and the actual age distribution of the children—rather than any
theoretical ‘man-value’ caiculations.
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The variations in the domestic consumption of sugar accoraing
to the size of the family are known. The variations in the non-
domestic consumption (jams, etc., and sugar consumed in restau-
rants) are not known. It has been assumed that the variations in
per capita consumption are the same, and the following calculations
are based on this assumption. The possible error involved will not
be large. The calculations of domestic and non-domestic consump-
tion for different-sized families at each of the chosen income levels
are given in Table go.

13. The Duty on Sugar.

* The rates of duty on sugar show a very wide variation, de-
pending, apart from the degree of polarization, upon (a) whether
at the time duty is paid the sugar is in a raw or refined state, and
(b, the country of origin. Home-grown and Empire sugars are
given preferential rates. Furthermore, the highest rate (applicable
to foreign refined sugar, viz. 115. 84. per cwt. in 1937-35 and
235. 44d. per cwt. In 1941—42) includes a protective surtax of 2s5. 44.
per cwt, imposed to safeguard the British refining industry.  The
construction of the sugar duties is such that the home consumer
in the United Kingdom gets the benefit of this surtax but not of
the preferential rates on home-grown and Empire sugar.! Hence,
in effect, the home consumer paid a duty equivalent to gs. 4d.
per cwt. (1d. per 1b.) in 1937-38, and to 215. per cwt. (2}d. per Ib.)
in 1941-42 on all sugar consumed. In 1937-38 the Exchequer
received the entire duty of 14. per lb. on foreign sugar only, while
in respect of home-grown sugar the duty of 1d. was shared with
the sugar producers. The same applied in 1941—42, except that
the duty then stood at 2}d. per Ib."Thus, the total burden on the
consumer on account of the sugar duty is much higher than is
shown by the Exchequer receipts, the balance representing a
subsidy to the sugar producers at home and in the Empire. In
calculating the burden of sugar duties we have taken 14. duty per
1b. for 1637-38, and 2}d. duty per lb. for 1941-42. In the calcula-
tions given in Table 30 the amounts paid in sugar duty have been
increased for 1937—38 by r1s. per family of from three to five per-
sons, by 84. for a family of two, and by 64. for a single person,
on account of the duty on glucose, molasses and saccharin. For
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1941-42 this allowance has been quadrupled to cover the rise in
rates of duty and the increased demand for saccharin.

14. The Estimate for 1gq4r—42.

War-time consumption of sugar is completely regulated by
Government measures. Domestic consumption is rationed and
supplies to the industry and to catering establishments are limited
to a proportion of their pre-war consumption,

Domestic consumption of sugar has been assumed to be equal to
the full ration allowance of the family, as people are only too
anxious to get all the sugar they are able to purchase. This fact
was proved by recent surveys, e.g. the family budget survey of
Professor Bowley. The sugar ration at the moment is 8 oz. per
week per head; it was increased to 12 oz. from 17 November 1941
to 12 January 1g42. Thus the current annual consumption per
head will amount to 28 Ib. A family of five is consuming five times
that amount.

As compared with 1937-38, domestic consumption has been
reduced at all income levels, even in the lowest income groups.
The war has brought drastic changes in the non-domestic con-
sumption of sugar, both in catering establishments and in articles
containing sugar. Supplies have been reduced, prices increased,
and changes in distribution, both intentional and unintentional,
have occurred. For example, priority supplies go to A.R.P. or
factory canteens on the one hand, while on the other hand disloca-
tions are caused by air raids, or the influx of evacuees to certain
areas. The main limiting factor to consumption is the lack of sup-
plies, and not the increase in prices. Thus the reduction in con-
sumption in the higher groups is likely to be greater than in the
lower groups. There is therefore even less variation between the
consumption of different income groups than before the war.

We now turn to the single items. Jam, marmalade, syrup, etc.
are grouped together under the name of ‘sweet spreads’, and
rationed, at the moment, to 1 lb. per head per month. Pre-war
consumption was approximately 20 oz. per hecad per month and
the difference between income groups was not marked.

The sugar supplies of manufacturers of chocolate, sugar con-
fectionery, cake, etc. have been cut down to 6o per cent for
chocolate, and to 50 per cent for confectionery, of their pre-war
consumbtion {1 Tulv 1a28 to 20 Tune 1a20}. and supplies of these
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products to retailers have been rationed informally at a roughly
similar rate.”

In order to arrive at the aggregate amount available for civilian
consumption, the priority supplies to civilians (those in civil
defence services, canteens in essential industries, etc.) must be’
added to the above amount, and private purchases in shops by
members of the Services must be deducted.

An undisclosed quantity of sugar is consumed in catering
establishments. At the present rate of consumption this item is
of considerable significance.

It can be estimated—on the basis of available evidence—that
in 194041 people consumed on the average at least the same
amount of sugar in non-domestic forms (in catering establishments
and in articles containing sugar) as for domestic purposes. The
aggregate non-domestic civilian consumption of sugar in 194041
was approximately from 20 to 30 per cent below the level for
1937-38.

Owing to the further restrictions mentioned above the decrease
in the year 1941—42 will certainly have been higher, say from
30 to 40 per cent. The distribution of supplies shows such irregu-
larities that any allocation of non-domestic consumption to dif-
ferent income groups must be arbitrary. The distribution is neither
even, as the average might suggest, nor will it show exactly pro-
portionate changes from the 1937-48 level. It is likely, however,
that the assumption of a proportionate change in the 1937-38
level will not be far out in the majority of cases, and the resulting
estimate will at least show the order of magnitude of the burden
of taxation on sugar. We shall therefore assume a 30 per cent
decrease in the non-domestic consumption of sugar for the lower
income groups, and a g5-40 per cent decrease for the higher
groups.

1 ‘The reduction of sugar supplies does not necessarily mean that the produc-
tion of chocolate, confectionery, etc. is being cut in exactly the same proportion.
Owing to the shortage of sugar and the great increase in sugar prices, manu-
facturers have doubtless tried to transfer their production to articles containing
the smallest possible proportion of sugar. It may be mentioned in this con-
nection that there is not yet a shortage in the supply of raw cocoa, nor has the
price increased to any substantial extent. The percentages given above are
liable to changes; but it is unlikely that the supply of chocolate, etc. for the
public changed fundamentally in the course of the year 1941—42, and 10-20 per
cent changes in the quota would only slightly alter our results.
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TasLe go. CoNsUMpTION OF AND DuTy PAvaBLE ON SUGAR. 193738

Oz. per week per head Total duty’
Income ‘ —A. ~ Lb. per Lb. per payable
group Non- annum per annum per (14, per 1b.)
£ Domestic domestic Total head family L5 d
{a) Family of five {married couple and three children)
100 13-05 7-83 20-88 6786 339°3 1 9 3%
150 15°75 963 2538 82749 41245 115 4
200 17'10 1053 27-b3 8g-8o 4490 118 5
250 18-0 1170 2G-70 9653 482-65 2 1 g
300 18-45 12-g6 3141 10z-08 5104 2 3
350 18-90 1422 3312 107:64 5382 2 510
500 and over  1g:35 1458 3393 11627 55135 2 611
(#) Family of four {married couple and two children)
100 1407 8qq 22°51 7316 292-6g 1 5 5
150 16-98 10-38 27-36 8892 3556 110 8
200 18-43 1135 2g-78 9679 38716 113 3
250 19°4 12°61 32'01 10403 41612 ri5 8
300 1989 1397 33-86 110-04 440-16 117 8
350 20737 15'33 3570 11603 464-12 119 8
500 and over 2086 1571 36-57 118-66 47464 2 o 7
(¢) Family of three (married couple and one child)
100 15-23 Q14 2437 7920 2976 1 O to
150 18-38 1124 29-b2 gb-27 288-81 P 5 L
200 19°g5 12:29 32724 104-78 31434 13 -
250 210 1365 3465 I12-61 337-83 r g 2
200 2153 1512 36-65 11G-11 357'33 110 g
350 22+05 16-60 38-65 12561 376-83 r Iz 5
500 and over 2253 17-01 3959 128:67 386-01 11y 2
{d) Family of two (adults)
100 16-68 10-01 26-69 86-74 17348 15 1
150 20413 1231 3244 105'4% 21086 18 2
200 2185 1346 35°31 11476 22452 19 10
250 ° 23-0 14:95 37°95 r23-3 246-68 113
300 25358 16-56 40°14 1304 26092 I 2 5
350 24°15 1817 42°32 137°54 27508 1 3 7
500 and over  24-73 18-63 4536 14092 281-84 1 4 2
{¢} Single person )
100 1740 10°44 2784 go-48 q0-48 8 o
150 210 12-84 3384 109-g8 109-98 9 8
200 22-8o 14°04 36-84 11973 119:7% 1o 6
250 240 156 39'6 128-70 128-70 I3
300 236 1728 41-88 rg6-1r 13611 I1 10
350 252 18:96 44716 14352 14352 1z 6
500 and over 258 19744 4524 14703 14703 12 9

* Including allowance for duty on saccharin, molasses, glucose.
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Tarie 31, CoNsUMPTION OF AND DuUTy PAYABLE ON SUGAR. 1041-42

Oz, per week per head Total duty?
Tncome - - ~ Lb.per  Lb. per payable
group Non- annum per annum per (24d4. per lbn)
£ Domestic  domestic Total head! family? £ s d
(@) Family of five (married couple and three children}
100 8 5:48 1348 458 2990 2 8 10
150 8 674 1474 499 259°5 2 12 8
200 8 7%7 1537 52°0 270°0 2 14 7
250 8 761 1561 527 2735 215 3
300 8 778 1578 593 2765 2 15 10
350 8 853 1b-53 557 288-5 2 18 1
500 and over 8 875 16-75 56-4 292°0 218 g
(#) Family of four {married couple and two children)
100 8 51 13'G1 472 156-8 2 011
150 8 7-27 1527 5:-3 2144 2 4 2
200 4 785 15'Q5 5% 2232 2 10
250 8 g-20 1620 547 226-8 2 % 6
300 8 838 16-38 552 228-8 2 b 11
350 8 920 1720 579 2596 2 811
500 and over 8 943 17°43 58:6 2424 2 g 6
{¢c) Family of three (married couple and one child)
100 8 640 - 14440 48-8 152-4 I 12 7
150 8 787 15-%7 536 166-8 T 15 3
200 8 8-6o 16-60 56-0 174'0 116 7
250 8 87 16-87 56-8 173-4 117 1
300 g 907 17:07 57°5 1785 t 17 6
350 8 9'96 17-96 60-4 187-2 119 1
ro0 and over 3 10-20 t8-20 61-2 189:6 119 %
{d) Family of two {adults}
100 8 701 1501 508 1056 1 2 5
150 8 862 16-62 560 116-0 1 4 5
200 8 942 17°42 58-6 igla 15 3
250 8 g7 1772 506 1232 1 5 09
300 8 994 17°94 603 1246 1 6 o
350 8 10°go 18-go 634 130-8 17 2
500 and over 8 ti-18 19-18 643 1426 1 7 6
(e) Single person
100 8 731 1591 51-8 538 12 1
150 8 899 16:99 572 59-2 13 1
200 8 983 17-83 59'9 G1-g 13 7
250 8 10°14 1814 6o - 630 13 10
300 8 10°37 18-37 61-7 63-7 13 11
350 8 11-38 15°38 650 670 14 %
500 and over 8 1166 19-66 659 679 14 8

! Including sugar for jam issued in July 1941 (2 ib. per head).

! Allowing for the increased rations (12 oz. instead of 8 0z.) from 17 November
1041 up to 12 January 1942 inclusive, thus for 8 weeks =2 lb.

} Including allowance for duty on saccharin, molasses, glucose,
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A. EstiMATED COoNSUMPTION OF TEa —FaMiLy or FIvE

~

Income Lord Samuel Colwyn  Caradog QOur estimates
per —————*————  Committce ‘]ones6 — —A —
annum 1903-04  1913-14 192526 1925-2 1937-38 1941-42
£ ib. Ib. Th, lb. Ib. 1b.
100 285 316 360 36-0 30'10 3146
150 30°0 333 42'3 418 3705 3541
200 350 389 450 42'9 40°15 3652
250 350 38-9 4570 — 4130 3663
300 350 389 450 32'5 4070 3652
350 350 38-9 450 — 4015 3652
500 350 38-9 450 325 4015 3652
B. EstiMATED Burpex oF TeA Dury—FamiLy oF FIVE
(Rate of tax per 1b. given in brackets)
Lord Samuel Colwyn Caradog Our estimates
Income A -~  Comittee Joues6 ~ A
per 1903-04 1G15-14 1925-26 1925—2 1937-38 194142
annum  (64)  (54)  (yad)  (aad) (318 3 ©16d)
£ 5. d. s d. 5o d. 5. d. 5.
100 4 9 13 2 11 o 10 3 io 6 16 |§
150 15 © 13 10 12 o oIt 12 n 18 2
200 17 6 16 2 12 9 iz 3 14 18 g
250 17 6 16 2 12 g — 14 4{; 18 10
300 17 6 i6 2 12 9 g9 9 14 18 g
350 17 6 6 2 12 9 9 9 14 © 18 g
500 17 6 16 2 12 9 0 9 4 © i g
TABLE 33
A. EstmMaTiEDp CoONSUMPTION OF SUGAR—FAMILY OF FIVE
Lord Colwyn Caradog Qur estimates
Samuel Committee Jones r ~*
Income 1903-04 1925-26 1g25-26 19‘?;#38 104142
lb. I, Ih. b. Ib.
106 357 356 29¢ 339'3 2390
150 370 419 385 412°45 259'5
200 380 434 470 449 27070
250 380 — — 482-65 2755
300 380 — 377 510°4 2765
350 380 — —_ 5382 2885
500 380 456 377 551°35 292'0
B. EstiMarEDp BurpEn OF SuGar Dury—FamiLy or FIve
Lord Colwyn Caradog Our estimates
Samuei Committee Jones —A ~
Income  1gog-o04 1925-26 192526 193738 1941—42
5. d. £ s d ARG S £ s d £ 5.
100 13 3 117 & 1 8 o I g 3 2 8 10
150 13 9 2 3 9 117 2 115 4 212 8
200 14 1 2 5 3 2 5 5§ 118 5 214 7
250 14 1 — — 2 1t 3 215 3
300 14 1 — 116 7 2 g3 b 2 15 10
350 14 1 — — 2 510 218 1
500 14 1 2 7 6 116 7 2 611 218 g

Bl



CHAPTER 1X. THE TOBACCO DUTY

1. Introduction.

The burden of the duty on tobacco depends both on the amount
and the quality of the tobacco consumed. Tobacco consumption
is to a very considerable extent a matter of personal taste, with
infinite variations from individual to individual. The amount of
income is, in general, a factor in consumption, but there is no
marked relation between the two.! Investigations show that the
number of cigarettes consumed is much the same among smokers
of all income classes except the very poor. Therc are, however,
differences in the amount expended owing to the difference in-
brands consumed by the lower and the h}ghcr groups. Brands
vary in price and in the amount of tobacco in the cigarettes. The
aggregate burden of duty thus shows a closer relation with income
than does consumption.! Occupation, age and sex, however, have
a far greater influence than income.™ Heavy sihokers are to be
found in particular occupations, such as those of engineers, lorry
drivers, bricklayers and house painters. In general, facilities for
smoking at work tend to increase consumption. The influence of
age is also of importance, as (apart from the effect of reduced
income on retirement) advancing age, after a certain point is
reached, tends to reduce the appetite for smoking. Women are
less frequently regylar smokers than men, and, even if regular
consumers, on the average consume less than men.

The allocation of the burden on individual incomes must always
involve some arbitrariness, owing to the fact that variations in
tobacco consumption are more influenced by factors other than

income, and such consumption varies considerably from individual
to individual.

2. The consumpiion of Tobacco.

Table 34 shows the very considerable increase in the consump-
tion of tobacco in this country. The amount per head consumed

1 The aggregate consumption of tobacco varies very largely with the general
trend of business, as in the case of all commadities consumed by the majority of
the population. This reflects the fact that the bulk of consumption is among the
working classes. It does not, however, indicate any relation between individual
incomes and the consumption in those income groups.
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to-day is double the amount consumed before 1g14. This increase
is due to the growth in the number of regular smokers, especially
of cigarettes, and also to the adoption by women of the habit of
smoking.' Table 35, which is based on the Census of Production
for 1935, shows the increase in cigarette smoking, the decline in
-pipe smoking, and the small consumption of tobacco in the form
of cigars. The increase in cigarette smoking is due only in a small
degree to a change in the habits of pipe smokers; considerable
importance must be attached to an increase in per head consump-
tion of cigarettes by older smokers, but the main point is that a
new generation has grown up which smokes cigarettes increasingly.
Cigars are now a very occasional smoke, According to the Census
of Production Report, the weight of cigars manufactured in the
United Kingdom in 1935 had fallen to just over 1 miilion ib.,
and retained imports of manufactured cigars to just over } million
Ib. Current consumption is probably in the region of 1 } million 1b.
per annum, orless than 1 per centof the total consurnption of tobacco.

For the fiscal year 1937-38* the consumption of cigarettes has
been estimated at 150 million lb. in weight (excluding paper), and
at 67,000 millions in count at an average rate of 450 cigarettes to
the Ib. The consumption of pipe tobacco for the sarne period has
been estimated at 43 million lb. These figures should be related
not to the total population, but to.the total adult population.
Juveniles do not usually become effective smokers until they are
at least 20 years of age, although the total consumption by juveniles
is probably sufficient to justify using population figures for 16 years
of age and over.3 The population of Great Britain and Northern
Ireland on 1 January 1938 can be estimated in round figures at
17,000,000 males and 19,000,000 females over 16 years of age.

Expert investigation into the smoking habits of the people, based
on a sample of about 50,000 adults, suggested that in 1938:

(1) Seven-eighths of the cigarettes (approximately 59,000 mil-
lions) were consumed by men and about one-eighth {approxi-
mately’ 8,000 millions) by women. "

1 Vide ‘Tobacce®’, Thirty-first Report of the Imperial Economic Committee (H.M.,
Stationery Office, London, 1937}

2 Consumption figures for any particular period (fiscal or calendar ycar) are
not necessarily identical with the Board of Customs and Excise figures, which
relate almost entirely to clearances of raw leaf tobacco.

3 Sales to young persons under the age of 16 are prohibited by law.
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(2} Non-smokers of cigarettes in the total population were about
one in ten men and about two in three women.

(3) The proportion of men who did not smoke pipe tobacco was
about three in five. -

These observations suggest that in 1938 the average consump-
tion per cigarette smoker was 74 cigarettes per week for a man and
25 cigarettes per week for a woman. The main range of variation
in consumption was found to be from 35 to g50 cigarettes per week
for a man and from 10 to 100 or more cigarettes per week for a
woman. The average consumption per pipe smoker, additional to
the cigarettes smoked by him, was 2 oz. per week, equivalent in
terms of cigarettes to a further 50-60 cigarettes per week. A reason-
able average for 2 man who smokes pipe tobacco only is probably
3~4 oz. per week. Casual or ineffective smokers (mainly youths
and women} were included in the calculation of all the above
averages. They might account for possibly one-sixth of the tobacco
smoked by the public.

For the two periods (1937-38 and 1g941-42) to which the present
calculations refer, the average consumption of regular smokers
(including casual smokers) may reasonably be put as follows:

(1} The average consumption of male smokers consuming ciga-
rettes only:
1937-38: 1oo per week
1941—42:" 120 .
(2) The average consumption of male smokers consuming pipe
tobacco only:
1937-38: 31 oz. per week
1941-42:7 4} oz ’
(3} The average consumption of male smokers consuming ciga-
rettes and pipe tobacco:

1937-38: 70 cigarettes and 2 oz. tobacco per week
1941—42:" 85 cigarettes and 2}-21 oz. tobacco per week

Total national expenditure on tobacco (at retail prices) for the
fiscal year 1937-38 has been estimated at £165—£170 millions,

1 Rate of consumption in July 1941 based on current withdrawals of tobacco
leaf permitied by the Government. It is borne out by the provisional figures of
receipts from tobacco duty for 1941-42.
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or over £ 13 per annum or §s. per week per family, including non-
smoking families. With the exclusion of the latter the average may
well have been of the order of £15 per annum or over 6s. per week.

The average consumption figures given above show an average
of 450 cigarettes per pound of tobacco. This is a general average
and it does not correspond to any special brand. The brands
usually consumed may be divided broadly into two categories:
(1) middle-sized cigarettes such as Player’s Medium, Gold Flake,
Capstan, Craven ‘A’, etc.; (2) small-sized cigarettes, such as
Woodbint, Player's Weights, Park Drive, De Reszke Minors, etc.
Their price, weight and estimated share of the total consumption
in 193738 were as follows:

Division of total
consumption in
A

Price in Number -

193738 per lb. Count Weight
Category El) 10 for 6d. 400 50 % 56 %
Category (2) 10 for 44. 525 50 % 44 %

The difference in price is due largely to the difference in the weight
of tobacco in the cigarette,

There are far greater variations in the brands of pipe tobacco;
indeed there are many hundreds of brands differing in price mainly
on account of the proportion of Empire tobacco used, which varies
in these brands from nil to roo per cent.

3. Duty Paid on Tobacco Consumed.

{ The basic rate of Customs duty* on unmanufactured tobacco was
gs. 6d. per 1b. in 1937-38; the preferential rate on Empire tobacco
was 75. 54d. per tb. In 1937-38 almost one-quarter of the total
tobacco consumed was of Empire origin, the mean rate of duty
being about gs. per lb. (or approximately Bs. 10d. after allowing
for the effect of the drawback paid on exports and on waste from
manufacture).} Many brands of cigarettes contain no Empire leaf
at all, whereas a few popular brands contain a substantial pro-
portion. The total amount of Empire leaf used in cigarette manu-
facture probably did not represent more than 10 per cent of the
total amount of tobacco used for cigarettes. The bulk of Empire
tobacco is used for pipe tobacco—roughly 8o per cent of the
tobacco used for that purpose is of Empire origin.*

1 Home production of tobacco 1s now nil. )
2 Vide the Imperial Economic Committee’s Report on Tobacco , 1837, p. 59
‘Trade estimates put the proportion at 70 per cent for 1937-38.
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4. The Burden of the Tobacco Duty on Selected Incomes in 1937--98.

The burden of the duty paid by regular smokers depends on
(1) the number and brand of cigarettes and the amount of pipe
tobacco consumed at different income levels, determining the total
weight of tobacco on which duty is payable, and (2) the proportion
of Empire leaf in the tobacco consumed, determining the average
rate of duty payable.

Owing to the great changes in smoking habits, previous enquiries
are not helpful for our purpose. Family budgets usually under-
estimate the total expenditure on tobacco, as was proved by the
recent family budget enquiry of the Ministry of Labour® and
similar budgets. Much of the expenditure on tobacco is met by
the head of the family from his pocket money and does not appear
in the household expenditure at all.

In Table 36 consumption cstimates are set out, taking into con-
sideration all the factors in the previous paragraphs. In formu-
lating these estimates the present enquiry was assisted throughout
by the suggestions and criticisms of experts. It has been necessary
to show the burden at three consumption levels—light, moderate
and heavy—for a typical working-class income of, say, £200 and for
a middie-class income of, say, £500. Investigations have justified
this division, as, broadly speaking, consumption rises slowly with
income and tends to stabilize at incomes of between £200 and
£ 400 per anmum. Separate figures are given for the consumption
by women in the same income groups. To estimate the burden
per family the consumption of the man and his wife has been taken
into account. The consumption of tobacco is expressed in terms
of a combined consumption of cigarettes and pipe tobacco so far
as men are concerned. The duty burden for a man smoking ciga-
rettes only will be greater than those given in Table 36, owing
to the greater weight of leaf used by cigarette smokers and the
smaller proportion of Empire leaf in cigarettes. The duty burden
for a man smoking pipe tobacco only would be for the same reason
lower than the amounts shown in Table 36. The consumption of
a moderate smoker was taken at 70-85 cigarettes per week, that
of a light smoker at 25-30 and that of a heavy smoker at 150175
cigarettes per week. Additional pipe tobacco consumption was

1 Vide Mimstry of Labour Gazetie, December 1940. Family expenditure on
tobacco by industrial working-class houscholds was put at 25, 6}d. per week.
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taken at 23-3 Ib. per year (less than 1 oz. per week) for the
moderate smoker, 14 Ib. per year (} oz. per week) for the light
smoker and 13-164 lb. per year (4~5 oz. per week) for the heavy
smoker. The consumption of women smokers was taken at 25-30
cigarettes per week for a moderate smoker, 10-15 cigarettes per
week for a light smoker and 70-100 cigarettes per week for a heavy
smoker. The average weight of cigarettes was calculated at the
rate of 475 cigarettes per lb. for the lower income group and
400 per 1b. for the higher income group. Investigations show that
while the cheaper brands are smoked mainly by the lower income
group, this group also smokes a large proportion of the dearer
brands. The higher income group mostly favours the dearer
brands. The duty burden on the lower income group, therefore,
will show greater variations. The spread of the consumption of
dearer brands over the various income groups is wider than that
of the cheaper brands.

For cigarettes the duty for the lower income group was calcu-
lated at gs. 24. and for the higher income group at gs. 54. per lb.
Both figures are not much below the full rate, owing to the low
proportion of Empire leaf in cigarettes. For pipe tobacco the
average rate of duty was taken at 8s5. per ib. for the lower income
group and at gs. per lb. for the higher income group. A rough
allowance has been made for the varying percentage of moisture
in the different tobaccos.

The calculated burden of tobacco duties for 1937-38 is as
follows:

(A) A man in the lower income group if a moderate smoker
paid £4. 55. 10d., if a light smoker £1, 155. 1d. and if a heavy
smoker £11. 18s. 34. per annum.

A woman in this category if a moderate smoker paid £1. 45. 5d.,
if a light smoker gs. gd. and if a heavy smoker £3. 8s. 24. per
annum,

(B} A man in the higher income group if a moderate smoker
paid £6. 55. 2d., if a light smoker £2, 8s. od. and il a heavy smoker
£17. 1s. 2d. per annum.

A woman in this category if a moderate smoker paid £71. 155. 74.,
if a light smoker 17s. 104, and if a heavy smoker £5. 185. 10d. per
annurm.

It is necessary to point out that variations may be far greater

SR 9
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than these figures would suggest. These duties refer to reguiar
consumers only, excluding nonsmokers or casual smokers, and
they represent the duty paid by the average moderate, light or
heavy smokers in the ranks of the regular consumers.

In Table 38 an estimate has been made of the total tax burden
at the various income levels for a man and his wife. To arrive at
these figures curves were drawn and the above figures varied
upwards and downwards. This procedure can be justified by the
fact that with the increase in income there is some increase in duty
paid, as the quality and weight of the tobacco slightly increase.
This is all the more true if the lowest income groups are excluded,
where lack of spending power has a strong influence on consump-
tion.- In the highest income groups some allowance has been made
on account of entertaining. Expert opinion holds that only, in
regard to cigars is expenditure in the highest income groups on
entertaining of importance, and even on this account it is extremely
slight. For the purposes of this table a moderate consumption of
cigarettes by the wife is combined with a moderate consumption
of cigarettes by the husband at all income levels. It may be of
interest to note that the Colwyn Committee in its 1927 Report did
not allow for the smoking of a wife in groups below f£300 per
annum. Such smoking, however, is known to have been quite
common at the time. Since 1927 smoking among women has
become even more general in all income groups, and it has there-
fore been included in our calculations. A rough allowance has
been made for the duty on matches assumed to be paid by tobacco
consumers. This part of the yield of match duties was put at £3
millions for 1937-38 (about 4 per cent of the revenue from tobacco
duties), and at £9'4 millions for 1g41—42 (about 2 per cent of
the revenue from tobacco dutres).

No information is available regarding the consumption of
tobacco according to the size of families. It is probable that
married couples with children spend less on tobacco than those
(having similar incomes) without children. This affects the burden
only to a small extent, however, and it may be disregarded.

5. The Burden of Tobacco Duty in r9gr—42.

" The duty on tobacco in 1941-42 was 1gs. 6d. per lb. at the fuil
rate and 175. 534. per Ib. at the preferential rate. Between 193738
(when it was gs. 64. and 7s. 51d. respectively) and 1941-42 it was



THE TOBACCO DUTY I31

raised four times, namely, by 2s. in the April 193¢ Budget, by 2s.
in the September 1939 Budget, by 4s. in the April 1940 Budget and
by a further 2s. in the July 1940 Budget. The rise in retail prices
was less than proportionate to the rise in duty. :In spite of the
considerable (though less than proportionate) rise in retail prices
there was an increase in consumption over the pre-war level.
The total amount of tobacco retained for home consumption in
the fiscal year 1939-40 was 7 per cent greater than in 1937-38.
The course of tobacco consumption in 1941—42 depended entirely
on the supply available and its distribution. Shortages of tobacco
showed that demand generally exceeded supply. Aggregate supply
from August 1940 to March 1941 was largely on the level of
1937-38, because during that period withdrawals of unmanu-
factured tobacco from bond had been restricted by erder of the
Board of Trade to go per cent of the withdrawals during the fiscal
year 1939-40. The great increase in aggregate consumption in-
duced the Government in April 1941 to release more tobacco
from bond. It was estimated that the annual rate of consumption
in July 1941 was from 35 to 40 million 1b. more than in the year
before the war. As the Tobacco Controller stated: ‘Before the
war we were smoking from 195 to 197 million 1b. . . . In the present
twelve months, if the rate at which tobacco is being released from
bond is maintained, the consumption will be from 230 to 240
million 1b. (The Times, 17 June 1941). On this basis total con-
sumption in 1941-42 would be from 20 to 25 per cent. above that
of 1937-38. In the calculation of the duty burden for 194142 it
was advisable to assume an increase of 20 per cent in individual
constmption as compared with 1937-38.

This increase in consumption can be explained by the fact that
regular smokers maintained, if not increased, their pre-war con-
sumption level, in spite of the considerable rise in retail prices,
although they may have tended to consume less expensive brands.
In addition, the number of regular smokers increased. Both
these factors are direct consequences of war-time conditions. New
consumers are recruited from the members of the fighting forces,
the civil defence services and industrial workers with increased
purchasing power. Long hours of black-out during the winter,
fewer sweets, the spending of time in shelters, etc., all act as
incentives to more intensive smoking.

The national expenditure on tobacco at retail prices current in

=2
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1941-42 was of the order of £ 340 millions per year. This amounted
to a yearly expenditure of £26 per family (including non-smokers)
or to approximately 1os. per week. With the exclusion of non-
smokers the average may have been at least £30 per year, or 12s.
per week per family.

For 1g41~42 the price, weight and estimated division of con-
sumption between the two categories of cigarettes given in section
(2) above have been taken to be as follows:

Division of total

Price in Number consumption

194142 per 1b. in count
Category (1) 1o for gd. 420 47 %
Category (2) 10 for 644, 520 53 %

The average number of cigarettes to the lb. can be put at 470.
This increase since 193738 is attributable in the main to a transfer
of demand to the smaller and less expensive brands. There were
also a few adjustments in size necessitated by duty changes, but
these did not have an important effect on average weight.

The burden of the duty for 1941—42 is given in Table 37. The
partial switch-over to cheaper brands and a further increase in
the use of Empire leaf have been taken into account. The duty for
the lower income group has been taken at 1gs. and for the higher
income group at 1gs. 34. per lb. For pipe tobacco the duty was
taken at 17s. 84. per 1b. for the lower income group and at 18s. 84.
for the higher group.

The burden for 1941—42 calculated on these lines is as follows:

(A) A man in the lower income group if a moderate smoker
paid £10. 75. 9d., if a light smoker £4. 55. 6d. and if a heavy
smoker £2g. 65. 114, per annum.

A woman in this category if a moderate smoker paid £2. 17s. 7d.,
if a light smoker £1. 35. od. and if a heavy smoker £8. 1s5. 4d.

per annurm,

(B} A man in the higher income group if a moderate smoker
paid £14. 165. 1d., if a light smoker £5. 135. 54. and if a heavy
smoker £40. 10s. 114. per annum.

A woman in this category if a moderate smoker paid £4. 3¢ 44,
if a light smoker £2. 1s. 7d. and if a heavy smoker £13. 175. gd.

per annum.
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Table 38 gives an estimate of the burden of duties on incomes
for a man and his wife, calculated in the same way as for 1937-38.
A rough allowance has again been made for the duty on matches
assumed to be paid by tobacco consumers.

TABLE 34. Tne Cownsuvmprion oF ToBacco mv THE UNITED KINGDOM.
CrLearANCES ofF Raw Tonacco

Calendar Mill. Lb. Calendar Mill. Lb.
year Ib. per head year 1b. per head
1913 6-§ 210 1932 1497 3-23
1924 1289 287 1933 143-6 322
1925 1335 2-9b 1934 5 340
1926 1355 30 1935 1646 351
1927 1381 34 1936 1750 37
1928 1417 311 1937 183-0 3-87
1929 147-8 324 Fiscal year
1930 151-6 331 193738 1870 Approx. 3-04
1931 1505 327 193640 20070 » 419

Sources. Statistical Abstract for the United Kingdom, Cmd. 5903, 1939, pp. 410-13.
Tobacco’, Thirty-first Report of the Imperial Economic Commitice, 1937.

TanLe g5, Tre Conscmprion oF Tosacco v THE UNITED Kixcoom.
Ouvrput or FiNisHED PRODUCTS RETAINED IN THE UNITED Kinghom

Pipe tobacco  Cigarettes Cigars Snuft Total

f——uﬂ f—&ﬁ f_'% 4 *- R 4 %

Mill, ) Mill. Mill, Mill Mali,
Census Ib. % Ib. %% Ib. 2 Ib. S5 b, o
1907 {a) 591 679 231 2005 37 42 12 Iy 871 1000
1924 (6) 517 395 774 591 15 T 04 O3 1310 1000
1930 () 493 309 1083 678 12 oyv 10 ob 1598 1000
1935 () 439 257 1247 732 11 o6 o9 o3 1706 10070

{g) Great Britain and Ireland.
*(¢) Great Britain and Northern Ireland.

{#) Great Britain.

Source. Census of Production figures, minus exports and ships” stores, as given
in the Imperial Economic Committee’s Report on Tobacco {London, 1937},
Adjustments for 1930 and 1935 were based on the 1935 Census of Production
(London, 1940). The Census of Production figures for both years included
weight of cigarctte paper; approximate deductions were made to allow for

this, and the figures therefore represent weight of lobacco.

Apart from cigars, retained manufactured imports are of very small account,



Taere 36. THeE Burpen of Toeacco DuTiEs ox INcoMEs.

153738

(Consumption of tobacco expressed in terms of cigarettes and pipe smoking)

Cigarettes
No. per week
No. per annum
Lb. per annum
Average rate of duty per Ib,
Approx. Ib. weight on which duty 1s paid?®
Duty payable

Pipe Tobaccos

Lb. per annum

Average rate of duty per b,

Approx. Ib. weight on which duty is paud‘
Duty payable

Cigarettes and Pip¢ Tobacco
ToraL Duty Pavasre

Cigareties
No. per week
No. per annum
Lb. per annum
Average rate of duty per 1b.
Approx. Ib. weight on which duty is paid*
Duty payable

Light Moderate Heavy
" Lower Higher T Lower Higher N Lower Higher A
income group income group income group income group income group income group
MEen
a5 30 70 85 150 E75
1,300 1,560 32,640 41420 7,800 9,100
274 390 766 1o 16-42 2275
gs. 2d. gs. 5d. gs. ad. 95, 5d. gs. 2d. gs. 5d.
2-66 379 44 10-68 t 1505 22:10
L1 45,54 L1155 84 L3, B od L5. o 7d. £7.65.9d L1085 1d.
I'5 15 25 3 13 1625
8s. 9, 8s. gs. 8s. gs.
'3 1°37 221 2:73 tr-50 1479
Los. 125. 44, 1475, Bd. L1 a5, 1d. L4 v2s.od. L6, 195 14,
Li1. 155 1d. fL2.8n.0d. f£4.55 10d. L6.55 2d.  Lr11.18s 34, L17. 15 2d.
WoMEN
10 15 25 90 70 100
520 - 780 1,300 1,530 3,640 5,200
109 195 2:74 390 7-66 13-0
gs. 2d. gs. 5d. gs. 2d. gs. 5d. 95 2d. 9s. 65d.
1-06 i-8g 2-66 3-78 744 12-ba
gs. od. 175, 10d. L1 45,54 Lroags7d £9.8s.2d 5. 18y 10d.

* Allowing for variation of weight in manufacture. Vide Appendix I, Note 2, of the Imperial Economic Committce’s Report on Tobacco, 1937.



TABLE 37,

Cigaretizs
No. per week
No. per annum
Lb. per annum
Average rate of duty per Ib.
Approx, Ib. weight on which duty is paid*
Duty payable

Pipe Tobaccos
Lb. per annum
Average rate of duty per lb.
Approx. Ib. weight on which duty is paid *
Duty payable

Cigarettes and Pipe Tobacco
TotaL Dury PavapLe

Cigareties

No. per week

No. per annum

Lb. per annum

Average rate of duty per lb.

Approx. Ib. weight on which duty is paid*
Duty payable

Tue Burpen oF Tosacco Duties oN INcoMEs. 1941—42
{Consumption of tobacco expressed in terms of cigarettes and pipe smoking)

Light Moderate Heavy
r —— s - - r A N
Lower nghcr Lower nghcr " Lower Higher
income group income group income group income group income group income group
MEen
0 36 102 180 210
1,5%0 1,872 4,323 5,304 9,360 10,920
312 446 874 12'63 1872 26-0
105, 1gs. 34, 19s. 195, ad. 195, 195 gd.
303 433 849 12-26 1817 ‘24
L2, 195 74, £4. 35, 44, £8. 15, 4d.  L11, 165, 0d. L7, 5: 3d. £24 5s. 114,
-8 -8 3-0 36 156 19°5
17s. 8d. 18s. Bd r7s. Bd. 18s, 8d. 175 8d. E,
i'58 161 2-63 322 1741
- Luogsod. Lrotosoid. Lo 6: 5d. ,€3 os. 1d. ,(,‘12 u 84. [L16. 5+ od.
L4. 55 6d.  £5.135 sd.  fL10.95. 9d.  £14. 16s. 1d.  f29. 6s. 11d. L40. 108 114,
Womexn
12 18 20 36 Bg 120
624 936 1,560 1,872 4,36 6,240
125 2-23 312 4-46 8-74 14-86
19s. rgs. gd. 195. 19s. gd. 19: Igs 3d
121 217 303 4'33 '
£1. 3s. od. Lo, 1s.9d. L2195 9d. £4. 35 ad. ,58 u 4d £13 175 od,

' Allowing for variation of weight in manufacture. Vide Appendix I, Note 2, of the Imperial Economic Committce’s Report on Tobacco, 1937.
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TasLE 38. THE BUurbEN or ToBAcGOo DUTIES ON INGCOMES,
WITH ALLOWANCE FOR THE DuTy oN MATCHES

{Moderate consumption of man and wife assumed)

Income 1937-38 1941—42 Income 193738  1041-42
£ L s L s £ L s £ s
100 3 0 7 0 350 7 o 15 15
150 4 © 9 5 500 g8 o 18 o
200 5 O It 5 1,000 8 10 20 0
250 g 15 13 © 2,000 g o© 21 ©
300 o i4 10 and over



CHAPTER X. THE DUTIES ON
ALCOHOLIC DRINKS
1. Introduction.

~The burden of the duties on alcoholic drinks depends on the
nature and amount of the consumption. Little information is
available as to the expenditure by particular individuals or groups
of individuals on alccholic drinks, or as to the variations in
drinking habits from one group to another. Family budgets are
of little assistance, since these as a rule give only the consumption
in the home or the consumption paid for out of family expenditure.*
This consumption, as in the case of tbbacco, is only a small part
of the total consumption of the tax-paying family.

The making of an estimate of the consumption of alcoholic
drinks (and the duty paid on them) is even more complicated than
in the case of tobacco. Quite apart from abstainers, drinkers have
a greater variety of choice than smokers. They may choose between
beer, spirits and wine, which are partly complementary and partly
substitutes for each other, without there being any general rule.

The consumption of alcoholic drinks either in the form of beer,
spirits or wine, although not independent of income, is to a large
degree a matter of personal taste and social habit. Occupation is
another factor, It is well known that in agricultural areas con-
sumption is light, while in the heavy industries such as iron and
steel and shipbuilding, and in mining areas, consumption is heavy.
Again, we know that in north-east England consumption is heavier
than in the south of England, and also that the consumption of
spirits in Scotland is heavier than in England. In this chapter,
however, the results given are those for the country as a whole,
and are intended to be representative for the majority. With the
help of the known facts and with a few reasonable estimates, an
attempt has been made to work out the limits within which
the burden of the duty on alcohol falls on the different income
groups.

1 The recent family budget enquiry of the Ministry of Labour puts the average
expenditure on drinks in working-class houscholds at g}d. per week (about
L= per annum) for industrial households, and at 4jd. per week (about L1 per
annum) for agricultural households.
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2. The Consumption of Alcohol.

There has been a spectacular decrease in the consumption of
alcohol since the beginning of the century, with only slight cyclical
increases, as for cxample in the last few years immediately before
the present war (see Table 40). The decrease in the consumption
of spirits has been remarkable, and far greater than the decrease
in the consumption of beer, which has also been very noticeable.
There has been an increase in the consumption of wine, mainly
on account of the introduction of Empire and British wines. In
1939 about 8o per cent of the total proof spirit was consumed in
the form of beer, about 12 per cent in spirits and 8 per cent in
wine. At the beginning of the present century the consumption
was 71 per cent, 26 per cent and 3 per cent respectively. The
total amount of proof spirit consumed to-day by the community
in the form of different alcoholic drinks is two-thirds of the amount
consumed at the beginning of the century. The fall as compared
with 1920 is nearly 25 per cent. The reasons for this change are
many—the social changes that have taken place, the rising
standard of living with the development of counter-attractions to
drink such as cinemas, wireless and motoring, the increase in
education, legal restrictions, and, not least, the great increase
in prices mainly as a result of increased duties.* The changes in
drinking habits have very probably resulted in an increase in the
number of abstainers and casual drinkers. Regular drinking has-
become more largely confined to the adult population than before,
and excessive drinking has also decreased to a large extent. It is
difficult to measure these changes by any statistical data, but some
evidence of the decrease in insobriety is provided by the great
decline in the number of convictions for drunkenness.

These changes in drinking habits (such as the decrease in ex-
cessive drinking, particularly noticeable amongst the younger
people) were corroborated by the Report of the Royal Commission .
on Licensing. It is of interest to give also the opinion of a repre-
sentative of the Brewers on this question. He believed that in

1 Based on Table 18 and Note on p. 363 of The Brewers’ Abmanack, 1941, The
proof spirit content of wine and British wine is put at 30 per cent on the average,
the proof spirit content of beer at 10 per cent on the average for pre-war years.
2 A detailed analysis of the problem goes beyond the scope of this chapter.
Vide the Report of the Royal Commission on Licensing in England and Weles, 192g-31,
Cmd. 3988, 1932, pp. 7-12.
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1933 the chief customers of public houses were elderly and middle-
aged men,’ and this is borne out by evidence given by repre-
sentatives of the spirit trade before the Royal Commission. It is
of special interest 16 quote the two social surveys dealing with
drinking and drinking habits in the middie thirties. According
to the New Survey of London Life and Labour?® ‘it is certain that a
smailer proportion of the population habitually frequents public
houses [in 1934] than was the case forty years ago.. .’ (p. 246).
‘There are fewer women to be seen in the public houses than
before the [1914-18] war, and there is general agreement both
within and outside the trade that the average age of the customers
of a typical London public house is higher {probably ten years
higher) than in 1913/14’ (p. 248). The same survey points out
some increase in drinking at home, probably a stronger tendency
among women, but says it is still quantitatively unimportant.
‘The outstanding points are the decrease in the amount of drinking
per head. . .and the decreased extent to which actual excess. . .is
found® (p. 249}.

Mr Seebohm Rowntree’s survey3 in York for 1938 confirms that
the regular drinkers are mainly the older men and women and
that the number of new regulars is dwindling. His survey shows,
however, that a considerable number of young people of both
sexes are visiting public houses, more especially the fashionable
ones, hotel bars, etc. Further, those with whom he discussed the
subject are unanimous in their belief that the number of women,
particularly young women, who make a habit of visiting public
houses is on the increase. Many of them take what are called
‘short’ drinks, like gin, sherry, port and cocktails. On the whole
it appears to us that these younger people belong to the category
of casual drinkers and not to the category of regular drinkers.

Statistics on total consumption of alcoholic drinks suggest
some recent extension of beer consumption. This might be ex-
plained partly by the fact that beer is now being consumed higher
up in the social scale, and by persons of both sexes who previously
took wine or spirits. This tendency seems to be even more accen-
tuated at present, owing to the high prices of wines and spirits,
and their growing scarcity.

1 Quoted by G. B. Wilson, Alcokol and the Nation (London, 1940), p. 258,
2 Vol. x {London, 1935).
3 Poverty and Progress (London, 194t), p. 350.
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The changes in wine consumption require special attention. At
the beginning of the century almost all the wine consumed in this
country was imported foreign wine, and consumption amounted
to about 17 million gallons per annum. There was a big drop in
the consumption before 1go5. Since then the clearances of such
wines have generally hovered round about 11 or 12 million gallons
a year (with a slump during the last war, a short spurt immediately

“after it, and another temporary spurt in the middle twenties).
A good deal of this fall in the consumption of foreign wines has
been in the categories of cheaper ports and tarragonas, which have
been replaced by Empire and British wines. The quantities of
Empire wines consumed were, however, relatively small (under
1 million gallons a year) prior to the preferential rates of duty
given to them in 1925. British wines have come into prominence
only during the last ten years or so." The great increase in the
consumption of both Empire and British wines during the last
decade before the war is illustrated by the following figures:

Duty Paid on Different Types of Wines

Foreign Empire British Total

mill. gall. mill. gall. mill. gall. mill. gall.-
1928-20 110 24 2'9 15-3
1938-39 10°2 50 64 21-6

While foreign wines were, and to a very great extent are still,
consumed mainly by the middle and higher classes, Empire and
British wines {especially the latter) are doubtless consumed largely
by the lower strata of society. Itis of interest to quote from a letter
from the Prestdent of the Wine and Food Society: ‘In 19oo. . . Wine
was the beverage of the lezsured classes, which included not only
the rich people, but the academic profession, the medical pro-
fession, the lawyers and the upper middle class. Not idle people,
but people with sufficient intelligence to find and to make use of
leisure, when business and cares were laid aside for the time,
friends were entertained, holidays enjoyed, and a glass of wine
sipped with appreciation—and there can be no appreciation where
there is no leisure. Manual workers and the lower grades of
society (intellectually more than financially) ignored any such
appreciation of wine, and sought in beer and spirits the surest and
1 1t should 'be borpe in mind that British wines, ‘sweets’, are not wines in the

proper scnse, although this distinction may not be as clear to the average
consumer as it is to experts.
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cheapest way to intoxication.” British wines have owed their
popularity to the fact that they have been very cheap.”

Further aspects of the consumption of aleoholic drinks are
illustrated by the annual drink bills containing estimates of national
expenditure on alcohol. These estimates have been published from
1910 onwards by Dr G. B. Wilson, author of Alcohol and the Nation®
(see Table 41). Quantities are based on official figures, while prices
are unofficial estimates of average retail prices paid throughout
the United Kingdom, and the figures represent the minimum
expenditure incurred. It is remarkable to note that the decrease
in expenditure on drinks is small, compared with the great fall
in the volume of drinking. Dr Wilson put the total drink bill
at retail prices for 1937, including the amount paid for liquor
licences, at £259 millions. He estimated that out of a total adult
population (over 20 years) of 30-5 millions in that year, about
6 millions were abstainers, and of the remainder an equally large,
if not a larger number of persons, say 8 millions, although not
professedly abstainers, did not spend, either on themsclves or on
guests, £2 a year on intoxicants. This leaves about 16-5 million
regular consumers with a total expenditure of £243 millions, or

1 Another factor worth mentioning is that the consumption of cider, although
not taxed, is popular among certain sections of the population, and may
slightly affect the consumption of other alcobolic drinks and thus the duty
burden. It is difficult 1o estimate the quantities of cider sold. The total factory
production of cider and perry was put in the Final Report of the Fifth Census of
Production (1935) at 8-4 million gallons for 1930 and 112 million gallons for
1035, On the whole this is 2 small item, when compared with a yearly con-
sumption of beer of, say, around 8o0 to goo million gallons,

2 G. B. Wilson, Aicohal and the Nation (London, 1940). Dr Wilson’s estimates
are published annually (the latest estimate was for 1940) by the United King-
dom Alliance (for the suppression of the liquor traffic), in continuation of
similar calculations previously made by the late Mr W. Hoyle and Dr Dawson
Burns. The Brewers' Almanack for 1941 states that ‘the calculations are made
on a basis the accuracy of which is not gencrally agreed ; as down to 1go1 they
were calculated each year in the same manner, they are useful for purposes of
comparison. Unfareunately, in r1goz2, the basil of calculation was suddenly
changed, and the cost arbitrarily increased by about 15 per cent’ (p. 364).
The figures were used in the Report of the Royal Commission on Licensing, and as
the Report states, they did ‘not appear to be substantially disputed’. The value
of the drink-bill figures seems to us considerable, while no means of checking
Dr Wilson’s estimates of the number of abstainers and casual drinkers are
available. The New Survey of London Life and Labour puts forward a guess of
10 per cent for men and 2o per cent for women of adult workpeople being
abstainers (vol. o, London, 1935, p. 267).
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an average expenditure of £15 per regular consumer. This average
expenditure represents a yearly consumption of approximately
400 pints of beer, 5 bottles of whisky and 10 bottles of wine, and
the average amount of duty borne by the regular consumer was
roughly £6-5 at 1937-38 rates. The total average expenditure
expressed in terms of beer would amount to 600650 pints, and
the duty paid on it to £5. 55. 6d., in terms of whisky 24 bottles,
and the duty paid on it (if consumed in bottles), £10.

It is not possible to subdivide the figure of 16-5 million con-
sumers into males and females, or to distribute it geographically
or according to income. These factors are responsible for con-
siderable variations in the average amount consumed. Expert
opinion is that the consumption of women is very probably much
lower than that of men® and, as already noted, consumption in
rural areas, even among regular consumers, is less than in manu-
facturing or mining areas or in seaports. In rural arcas the gravity
and price of beer are as a rule lower than ¢lsewhere, and the con-
sumption of spirits and wine is almost unknown. The different
drinking habits of social groups and, in the higher income groups,
entertaining, do not influence the average consumption to any
considerable degree because the bulk of the beer and a con-
siderable part of the spirits are consumed by the lower income
groups, to which the majority of the people belong. Wine is a
small item, and the drink bill, even with wine omitted, would
still be over £i4 per annum for the average consumer.

There is little information as to the extent of the variations in
expenditure and the spread in consumption from individual to
individual or from family to family. Some interesting figures were,
however, brought before the Royal Commission on Licensing. The
late Lord Stamp stated that in the case¢ of heavy drinkers the ex-
penditure of a working-class family on alcohol might be as high
as £35 per annum. Dr Alfred Salter stated before the Committee
that he had received estimates showing that the expenditure on
drink in the industrial metropolitan borough of Bermondsey was
as high as 16s. or more per week for cach family (or £40 per
annum}, and {17 per annum for every adult over 20. Another
estimate put the average expenditure in a congested district of
1 Eg. the New Londom Suroey states: ‘The average male consumer drinks

perhaps from three to four times as much as the average woman, except in
the case of wine’ (p. 254).
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Birmingham at £10 per annum per head of the population, and
the weekly family expenditure at from 18s. to £1 out of incomes
ranging mostly from g5s. to 45s. per week. This latter estimate
seems very high, as it would represent a weekly family consump-
tion of approximately 40 pints of beer, even if it is remembered
that all these figures refer possibly to the social family, that is,
a family possibly including more than one earner and more than
two adults. For a tax family of two adults only with dependent
children, the corresponding figure would be somewhat lower. 1tis
worth mentioning that the New London Survey estimates that an
average London family (excluding abstainers) with an income of
from £3 to £3. 155. a week, spent (husband and wife combined)
about 105, to 125. a week on drink in 1g34.°

3. The Duty Paid on Alcoholic Drinks.

Having stated the known facts on consumption, we now turn
to those on the duty paid on alcohol. The burden of the duties
on alcohol depends not only on the total amount spent on drink,
but to a considerable extent on the kind of drink. A man may
spend the same amount on alcohol and still pay less in duty than
another, if he happens to be a beer consumer and the other man a
whisky consumer. On the average approximately 42 per cent of
the national drink bill is paid in duties, including liquor licences.
The duty paid on beer in 1941-42 was approximately 50 per cent
of the price; in 1937-38 it was nearer 30 per cent. In the case of
whisky, the duty (if consumed per bottle) was 67-7 per cent in
1937-38, and a litile less in 1941-42. For wine the duty in 1941-
42 was about 30 per cent of the price charged per bottle (for
British wine it was as low as 15 per cent in 1937-38). For cham-
pagne the duty in 1937-38 was 22-23 per cent, and this has
remained unchanged. As wine prices are at present rising, the
proportion of duty in the price is decreasing and is a rather un-
certain percentage.

Beer. The main rate of duty in 1937-38 was £1. 45. per barrel
of a specific gravity up to and including 1027°, plus a further 2s.
for every degree of gravity over 1027°. Thus the unit of charge
was not on the standard barrel, but on the bulk barrel (36 gallons
of whatever gravity), and it varied with the gravity of the latter.

1 Op. cit. p. 248.
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There were higher rates for imported beer and preferential treat-
ment for Empire beer, but the guantity of imported beer retained
for consumption was less than 5 per cent of the total consumption.
The bulk of this import came from Eire. The average gravity of
home-made beer was 1041-02° in 1937-38 and thus the average
duty per pint was 2-2d. There were, however, considerable varia-
tions in the duty according to gravity. For the types chiefly con-
sumed the rates were as follows:

Rates of Duty on some types of Beer in 1937-38

Approximate
Duty retail price
per pint per pint
On very light beer {30° gravity} ' 1}d. 44.
On a moderately priced beer (36° gravity) 14d. 5d.
On beer of average strength (41° gravity) 2-2d. 6d.
On stout {54° gravity) 334. gld. (per

pint bottle)

' In non-technical language we speak of a gravity of 30° instead of 10307,
55° instead of 1055°, etc., vide The Brewers’ Almanack, 1941, p. 30.

For the year 1§41—42 the main rate of duty was £4. 1s. per
barrel up to 1027°, with an additional 3s. for every degree of
gravity over 1027°. The average gravity was over 2° lower in
1940—41 than in the previous year, and the average rate of duty
per pint 4-75d. (38° gravity).

Rates of Duty on some types of Beer in Fuly 1041
Approximate
Duty retail price
per pint per pint

On very light beer (30° gravity) 3id. 7d.
On a moderately priced beer (36° gravity) 44d. 8d.
On beer of average strength (say 38° gravity) 4-75d. 9d.
On stout (52° gravity) 63d. 15, 13d. (per

pint bottle)

As can be seen, the increase in the duty on beers of different
strength is disproportionate. The increase is the greatest for light
beer, and the smallest for stout.

Spirits. The basic rate of duty is the excise rate on home-made
spirits warehoused for not less than three years, which governs
the rates on imported spirits. It amounted to £3. 125. 64. per
proof gallon in 1937—38. There was an extra charge on imported
non-Empire spirits. On the average of the years 1933-34 to
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1937-38, 87 per cent of the spirits consumed was home-made,
more than 5 per cent imported rum (mainly from the British West
Indies), and less than 5 per cent imported brandy (mainly from
France).

In 1937-48 a bottle of whisky (costing 12s. 64.) paid 8s. 53d.
in duty. The extra duty per bottle on gin or brandy was insigni-
ficant. In 1g41-42 the main rate of duty was g7s. 6d. per proof
gallon for British whisky. This worked out at 11s. 43d. per bottle
costing up to 17s. 6d. The extra duty on gin would be about 2d.
per bottle and on brandy 5}4. if imported in bottle.

Wine. There are a great many variations in the rates of duty
on wines, according to the spirit content (two main rates), the
origin {with preferential treatment for Empire wines), and the
form of import {an extra charge is made if imported in bottle
and not in cask). There are surcharges on sparkling wine. Even
- with all these variations, however, a cheap beverage wine {or-
dinaire) may pay the same amount of duty as a very expensive
claret or Burgundy, if the latter is imported in cask and bottled
here, and only slightly less if it is imported in bottle.

At rates prevailing in 1937-38 the duty on a bottle of Dominion
sweet wine amounted to 84. per bottle, on Continental dry wines
(beverage wines) to the same amount, on Continental sweet
wines (port, sherry, etc.} to 1s. 44., and on champagne to 2s. gd.
per bottle.

The quantity retained for home consumption in 1937-38 showed
roughly the following distribution:

%o %
Dominion sweet 26-5 Continental dry 18+
Dominion dry 45 Champagne 40
Continental sweet 465

In 1941-42 the rate of duty on wine gave the following tax
burden per bottle:

Dominion sweet 25, Continental sweet 25. B4
Continental dry 15. 4d. Champagne 3s. 5d.

British Wane. In 1937—38 the duty on British wine amounted
to 1s5. 6d. per gallon (3d. per bottle); in 1941-42 it amounted to
5s5. 6d. per gallon (11d. per bottle). There were higher rates on
sparkling wine, but this wine amounted to little more than 2 per
cent of the total consumption.

SR 10
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4. The Burden of the Duty on Incomes.

On the basis of the known facts set out in regard to consumption
and duty, an attempt has been made to estimate the burden of the
tax on incomes. It is proposed briefly to describe the previous
enquiries into this problem and then to estimate the burden for
the year 1937-38 by two methods:

(1) By the method based on national consumption and total
yield of duties, similar to that followed by the Colwyn Committee.

{2) By another method based on the variations in individual
consumption.

In the next section of this chapter an estimate is given of the
burden of the tax for the year 1941-42.

Previous Enguiries. The enquiry into the incidence of taxation
made by Lord Samuel,’ for the years 1go3—04, 1913-14 and 1g18-
19, gave estimates of duty paid, based on the probable expenditure
of families in the different social classes. Lord Samuel's figures
of expenditure and duty were based on an enquiry made in 1898
by Messrs Joseph Rowntree and Arthur Sherwell,* who came
to the conclusion that the average working-class family spent 6s.
a week on alcoholic drinks out of an average wage of 355. On the
results of this investigation and further enquiries, Sir Bernard
Mallet made elaborate calculations? as a result of which he arrived
at the conclusion that in 1904 a working-class family paid annually
£3.15.2]d. intaxation, alower middle-classfamily paid £3. 19s. 93¢,
and a family of the income-tax class paid f£14. g5. 344. Lord
Samuel then estimated the probable dispersion of these figures
among the various income groups, and modified these estimates
for 1913-14 and 1918-19. He did not attempt to calculate either
the consumption or the total expenditure of the different income
groups on alcohol.

The Colwyn Committee Report fell back on certain known data
for the year 1923-24, namely the total consumption of spirits, beer

I ‘The Taxation of the Varicus Classes of the People’, Presidential Address
of the Rt Hon. Herbert Samuel to the Royal Statistical Society, January 1919
(F-R.5.8. vol, Lxxxn, 1919).

2 Joseph Rowntree and Arthur Sherwell, The Temperance Prabkm and Social
Reform (1g901).

3 Lord Samuel states that these caleulations ‘were too elaborate even to be
summarized here’.
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and wine, with the duty on each and the approximate numbers of
the adult population, male and female. Then by a series of calcula-
tions, based on varying hypotheses, the Committee arrived at
certain alternative estimates of average consumption and duty for
male and female consumers in three different groups: Group A,
incomes upwards of £500; Group B, incomes between £200 and
£500; Group C, incomes up to £200. The average figures for the
three groups were used only as a guide in framing estimates of
representative consumption and duty for each of the family in-
comes selected by the Committee. The main hypotheses taken by
the Committee® gave alternative estimates of the proportion of
abstainers, male and female, in each income group, and the pro-
portion of male to female consumption of spirits, beer and wine
for each income group. As a result of these hypotheses the ‘notional
number of male consumers’ of the three types of alcoholic drinks
was worked out for each income group, The eight sub-hypotheses
based on the two main hypotheses give alternative assumptions
of the ratio of consumption for the males of each income group for
spirits, beer and wine. On the basis of all these assumptions the
total national consumption {in gallons} is then distributed among
the three income groups. The total consumption of each income
group arrived atin this way is then divided by the notional number
of male consumers calculated on the main hypotheses, thus giving
the per head consumption of a male consumer. The consumption
of a female consumer in each income group is then calculated,
and the per head consumption of both a male and a female con-
sumer for each income group multiplied by the azerage rate of duty
per gallon of spirits, beer and wine, in order to ascertain the duty
payable per head. Finally, the results of the eight sub-hypotheses
are brought together in a table which gives ‘estimates of average
duty borne in respect of individual male and female consumption’.
Another enquiry for the year 1925—26 was made by Mr Caradog
Jones* He did not attempt to estimate the *average’ consumption
of a consumer of alcoholic drinks by any method such as estimating
the number of abstainers and the ratio of male and female con-
sumption. Mr Caradog Jones gives four ‘possible’ levels of
consumption of beer, spirits and wine for each of four income
ranges, viz. (1) f1oo—-£200, (ii) £300-{500, (ili) £1,000—£5,000,
1 Cmd. 2800, 1927, Appendix X, pp. 53-64.
2 D. Caradog Jenes, ‘Pre-War and Post-War Taxation’, 7.R.5.5. vol. xc, 1g27.

I0-2
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(iv) £10,000-£50,000. He does not give exact details of the average
rates of duty which he uses for beer, spirits and wine, but states
that they conform closely to those adopted by the Colwyn Com-
mittee. The majority of the figures of consumption and duty given
by the Colwyn Committee for 1925-26 fall between the highest
and the second highest of Mr Caradog Jones’s ‘possible’ levels.
In the £10,000 and over income group the total duty estimated
by the Colwyn Committee is higher than even . the highest of
Mr Caradog Jones’s four ‘possible’ levels.

An enquiry into the incidence of taxation was also made by
Mr D. M. Sandral® for the year wg30-31. Estimates of total duty
only are given, and the method of calculating the figures is not
shown,

The Present Enguiry. The present enquiry attacks the problem
from two different angles. These two approaches may be regarded
as partly independent of each other, as the first is based mainly
on the known figures of total national consumption and the total
yield of the duties, while the second is based on drinking habits
which are partly known and partly assumed as reasonable. The
first approach shows in the broadest terms the average consump-
tion of regular drinkers for three social groups, lower, middle and
higher. The second approach shows the possible variations in these
averages. It must be emphasized that both refer to the tax burden
on regular consumers of alcoholic drinks, whether light, moderate
or heavy.

In both approaches the total consumption of alcoholic drinks
per head or per family is given as the combination of a basic drink
(beer or spirits) with complementary drinks (beer, spirits or wine).
It is assumed throughout that the basic drink of the working, and
very probably the lower middle, classes is beer. In the middlie
classes (roughly £350~£1,000 per annum) spirits is taken as the
basic drink, combined with a smaller beer consumption than in
the working-class groups, and an increasing purchase of wine. No
fundamental change in drinking habits is assumed between the
middle and higher groups, but an increased allowance is made
for entertaining and for the consumption of more expensive wines.
It is very probable that the greater part of the consumption of

1 D. M. Sandral, ‘ The Taxation of the Various Classes of the People’, 7.R.S5.5.
vol. xerv, Part 1, 1931,
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champagne and the better quality sweet wines is in the higher
groups, while British wine and the bulk of Empire wine is taken
by the lower classes, These assumptions do not exclude the possi-
bility of other combinations.! A consumer, in whichever group,
may drink wine, beer or whisky only, or an individual’s basic
drink may be beer even though he belongs to a higher group.
The duty burden is very naturally affected by these deviations
from the drinking habits assumed to be representative. The dif-
ferences in duty on that account are, however, within reasonable
limits, and do not affect the validity of the whole approach.

The first approach, which follows closely the method adopted by
the Colwyn Committee, distributes the known national consump-
tion and the yield of duties between the three social groups on
the basis of certain hypotheses, referring to:

(1) The proportion of abstainers in the adult population over
eighteen.

{2) The proportion of female consumption to male consumption.

(3) The changing proportions of the kind of drink consumed.

The average calculated on the eight variations (assumed in
paragraphs 248249 of the Colwyn Report) gives the following

consumption and burden of duty for each social group; the con-
sumption of man and wife is combined:

Beer Spirits

Income group (pints) (bottles)
Lower—say up to £350 617 3-8
Middle—say £350-£ 1,000 310 12-6
Higher—say over £ 1,000 125 25°2

The burden of the 1937-38 duty on the combined consumption

1 For example, spirit drinking prevails among the lower income groups in the
north-east of England and in Scotland. Figures given below show the average
spirit .and beer consumption per head of the total population, including
abstainers and children, in 1938:
) England and Wales Scotland  Great Britain

Spirits {gallons} 020 037 022

Beer (gallons) 2007 81 194
Figures on spirit consumption are based on official data (Twenty-ninth Report
of the Baard of H.M. Customns and Excise, p. 21). Beer consumption figures were
estimated by Mr G. B, Wilson in Great Britain’s Drink Bill for 1938 (The
United Kingdom Alliance, 12 Caxton Street, London, 5.W. 1),
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of beer and spirits (excluding wine} of man and wife in the above
table is as follows:*

Lower: £7. 45. Middle: £7. gs. Higher: £11. 115,

The figures resulting from this approach must be regarded as
being on the low side, as they refer, following the Colwyn Com-
mittee’s approach, to the adult population over 18. Owing to the
great chahges in wine consumption, mentioned above, ne calcula-
tions have been made on the lines of the Colwyn Committee’s
method for the consumption of and the duty payable on wines.

The second approach, which is set-out in Tables 42-48, shows the
burden of the duty at several possible consumption and expendi-
ture levels, selected on the basis of all available evidence and
information regarding drinking habits. Although individual cases
may show even greater variations than those given in the tables,
it is believed that, especially in the lower income groups, which
account for the greater portion of consumption, the majority of
cases has been covered. The consumption and expenditure data
are not so reliable for the middle and higher, as for the working-
class, groups, since drinking habits In these groups are not so well
known and vary to a greater extent.* The calculations in these
tables refer to the consumption of the tax-paying family, that is,
a family composed of husband, wife and dependent children; it
can of course be assumed that the children do not drink. For this
reason changes in the size of the family are not likely to affect
the consumption of alcoholic drinks to any great extent. It is
probable that working-class parents will reduce their consumption,
pressed by family obligations, but having no information on that
point, we have not varied the figures according to the size of the
family. Table 42 shows the assumed consumption levels upon

1 For the method vide Colwyn Committee Reporf, Appendix X.

2 So far as we are aware, no detailed data are available on drinking habits,
not even within the trade. We were unable to get much help from the trade,
either in the form of checking our assumptions or commenting on them. Only
one of the trade experts gave his personal impressions. He thought that our
assumed levels for the light drinker of beer were probably only representative
for a very light drinker; for the moderate drinker he considered them to be up
to the mark, while for the heavy drinker they appeared to him to be rather on
the low side. In his opinion a ‘heavy drinker’ occupied in the heavy industries
may consume as much as 3 quarts of beer a day. As our levels refer to repre-
sentative drinkers on all levels, this does not mean that on the whole they are
out of order.
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which the calculations of expenditure levels are based. What in-
formation is available on individual drink bills reinforces these
assumptions. Thus Table 42 shows a variety of possible consump-
tion levels for lower, middle and higher income groups. For the
lower income groups a progressive increase in the quantities of
beer consumed takes place from A to F, while an increase in the
consumption of spirits and wine is shown from I to V. When these
two scales are combined a large range of possibilities is covered.
Thus, for example, it is assumed that A-I consumes £ pint of
beer daily plus 1 bottle of spirits and 4 bottles of wine yearly,
or that D-IV consumes 2 pints of beer daily plus 2} bottles of
spirits and 12 bottles of wine yearly. For the middle and higher
groups variations in the consumption of spirits, and in the less
important item of beer, are shown from A to F, while increasing
consumption of wine is shown from I to V.

In calculating the duty paid on beer, figures are given for three
strengths, as there are considerable variations in the rates of duty
according to gravity.! For the higher income groups, in which
beer is a less important item, average strength has been taken. The
duty on spirits has been calculated on the basis of the rates for
whisky alone. In the case of wine it was assumed, after confirma-
tion by expert opinion, that the working classes, if they consume
wine at all, consume mainly the cheaper sorts (British and Dominion
wines), while the higher income groups consume the more expen-
sive kinds. The figures in Tables 44—48 were calculated on this
basis, viz. for the lower groups on the basis of the average of
(a) British wine and (¢) Dominion Sweet wine; for the middle
groups on the basis of the average of {4} Dominion Sweet or
Continental Dry wine and () Continental Sweet wine; for the
higher groups average duty was calculated by estimating the

1 The gravity of beer consumed is not necessarily dependent on the level of
income. For example, in the heavy industries and in shipbuilding, the heavier
kinds of beer are consumed. At present the working man is tending to demand
the stronger beers as he feels that he should make up for a reduction in foed by
taking heavier drinks. The average gravity of home-produced beer is known,
but no information is available as to the quantities produced at each strength,
According to expert opinion about two-thirds of the production was around
40° in pre-war years. Imported beer, bearing a higher rate of duty, is consumed
by the higher income groups, but the amount is relatively unimportant com-
pared with the home-produced article and it has therefore not been taken inio
account.
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probable consumption of Continental Sweet, Continental Dry
wines and Champagne. _

In calculating expenditure levels (Table 43}, it was assumed
that beer is purchased over the counter, thus no allowance has
been made for the amount lost in retailing draught beer (approxi-
mately 10 per cent). Further, only one price was taken, namely
the average price. For whisky, bottle prices were taken; if whisky
is purchased over the counter in public houses, and not in bottles,
the consumer pays 50 per cent more for the same amount {whisky
being sold in tots—}th gallon, or 1 bottle = 30 tots}. Wine prices
were calculated at an average price, on the basis of the estimated
amounts consumed by the different income groups. On the whole,
expenditure on drink should be regarded as very approximate.
The estimated burden of the duties is shown in Tables 44-47.

5. The Burden of the Duties for rgqr—42.

Estimates of the burden of the duties on alcoholic drinks for
1941-42 should be taken with reserve. Available statistics on aggre-
gate consumption since the outbreak of war are scanty. Moreover,
there are marked changes in consumption among different con-
sumers in war-time, and it is difficult yet to assess the full effect of
these changes.

The yield of the duties on alcoholic drinks during the relevant

years was as follows:
Fiscal years

s e ™
1937-38 1938-39 194041 1941-42
{Provisional (Badget  {Provisional
teceipts) estimate) receipts)
A mill. £ mill. £ mill. A mill. £ mill.
Beer 65-7 656 139'0 1470 164-6
Spirits 353 357 455 350 46-8
Wine 50 48 79 65 3-8
British wine 05 o5 1 1’5 I'1
1070 106-6 1940 1900 2163

The rates of duty were first changed in September 1g3g (first
War Budget) ; the duty on beer was increased, per barrel of 1027°,
from 24s., with a rise of 2s5. per degree thereafter, to 48s. with a
rise of 25. per degree thereafter; then again in April 1940 the duty
was increased to 65s., per barrel of 1027°, with a rise of 2s. 64. per
degree thereafter, and again in the July 1940 Budget the duty was
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increased to 81s., per barrel of 1027°, with a rise of 3s. per degree
thereafter. .

The duty on spirits was raised from 72s. 64. per proof gallon to
82s. 6d. In September 1939, and to g7s. 64. in April 1g40.

Wine duties were increased in September 1939 and then again
in July 1940. The duty on light foreign wines was increased from
4s. per gallon to 6s., and then to 8s., while on heéavy foreign wines
it rose from 8s. to 12s5., and then to 16s. per gallon. The duty on
light Empire wines was increased from 2s. to 4s., and then to 6s.
per gallon, while that on heavy Empire wines rose from 4s. to 8s.,
and then to 12s. per gallon, The duty on British wines was in-
creased from 15. 64. per gallon to 3s. 64. in September 1939, and
to 5s. 64. in July 1940.

Clearances, which with certain limitations may give some clue
to the trend of consumption, have been as follows in recent years:

Quantities Retoined for FHome Consumption

Pre-war year® First war yea:

Fiscal year! Fiscal year® Oct. 1938~  Qct. 1939~

193738 1938-39 Sept. 1939 Sept. 1940

Beer (standard barrels) 18,703,069 18,729,084 19,549,000 18,315,000
Spirits {proof gallons) 10,522,415 10,448,884 11,718,000 8,992,000
Wine {gallons) 15,766,040 15,224,506 16,277,000 12,128,000
British wine (gallons) 6,143,485 6,415,653 6,968,000 6,703,000

! Source. Board of Customs and Excise.

* Source. Hansard, 25 March 1941, p. 430.

As can be seen in the case of spirits and wine, there was heavy
forestalling in clearances just before the outbreak of the war,
and the clearances in the next year were correspondingly de-
pressed. No figures are yet available for clearances in the fiscal
year 1g40—41, but the provisional receipts, taking into account
the duty charges, would suggest that clearances of beer, spirits
and British wines were roughly on the 1937-38 level, but they
scem to show a marked decrease in the clearances of wines other
than British. :

The total supply of alcoholic drinks in 1941-42 can be estimated
as follows, by taking into account all the known factors:

Beer. Budget estimates suggested that the supply of beer in
1941—42 would be somewhat below the 1937-38 level measured
in standard barrels, i.e. 36 gallons at an original gravity of 1055°.
It is worth mentioning that the Government decided that the



154 THE DUTIES ON ALCOHOLIC DRINKS

output of beer should be allowed on the level of the standard output
in the year ended September 1939, which was about 1g million
standard barrels. The output in 1940 was roughly 18 million
standard barrels only.! The actual output in terms of bulk barrels
(1.e. 36 gallons whatever the gravity) is substantially greater than
the corresponding ‘standard’ quality and exceeded 25 million
barrels in 1940.! As gravities are tending to fall the excess of
‘bulk’ barrelage over ‘standard’ barrelage tends to grow. The
difference can be seen in that in 1937—38 bulk barrelage amounted
to about 133 per cent of standard barrelage. By the end of 1g40
this figure had gone up to 143 per cent, and it was probably at
least 150 per cent by the end of 1941. The gravity of the beer
decreases part passu; in other words, the available supply (measured
in bulk barrels) will be at least on the 1937-38 level, if not higher,
but the gravity of the available beer will be lower than in the
pre-war period. '

Spirits. In order to save the raw materials from which whisky
is made, the output of new whisky has been cut to one-third of
the pre-war level. As a consequence, and also to release whisky for
export, supplies by distilleries to the home trade were reduced to
8o per cent of the pre-war amount of leading proprictary brands
in the year ended February 1941, to 65 per cent of the pre-war
amount as from March 1941, and to 50 per cent as from August
1041.

The estimated revenue from spirits (including imported spirits)
for 1941—42 corresponds to an allowed reduction in consumption
of 30 per cent as compared with 1937-38. In regard to imported
spirits, consumption, owing to shipping difficulties, has to be met
largely from stocks already in bond in this country. The import
of spirits, other than rum and certain spirits for making gin, just
as the import of wines, has been prohibited by the Government.

1 The approximate number of standard and bulk barrels of home-made and
imported beer retained for home consumption in the United Kingdom in
1940, was officially given as follows:
Year ended 31 December 1940
A

rStz-n'u:iarcl barrels Bulk barrels

Beer, home-made 17,835,000 25,125,000
Beer, imported 730,000 770,000

(Hansard, 16 December 1941, pp. 1839—40.)
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Wine. The consumption of wine in 1941—42 was expected to
show a considerable decrease. On the basis of revenue estimates,
the fall in 1g41—42 was expected to be roughly 40 per cent as
compared with 1937-38. Clearances, as in the case of imported
spirits, were from stocks already in bond in this country.

British Wine. Since the end of 1940 there has been a shortage
in grape must; supplies and retailers have bheen rationed by the
wholesalers. The trade expects a considerable decrease in con-
sumption. Revenue estimates for 194142 anticipated a decrease
of roughly 15 per cent as compared with 1937-38. Owing to the
difficulties of the import of grape must-—one of the principal
materials used in the manufacture—the decrease may have been
even greater.

To sum up, for the year 1941-42 as compared with the pre-
rearmament year 1937-38, the aggregate consumption of beer in
standard bagrels was expected to show a fall, while in bulk barrels
it may have been above the pre-war level. In regard to spirits,
imported wines and British wines, a fall of 30-35 per cent, 40 per
cent and 15 per cent respectively was anticipated. The national
drink bill may be estimated for 1941—42 at approximately £380—
£ 400 millions,*

In war-time many changes occur in individual consumption,
which make it difficult to estimate the distribution of available
supplies among income groups. Since the outbreak of war there
has been a large increase in the number of wage-earners and also
in the wages earned. Moreover, men and women have left the
countryside for military service or for work in munition factories.
More money is available for alcoholic drinks, and there are also

1 The provisional receipts of the Exchequer suggest that the quantity of beer
and spirits, duty paid, was higher {in the casc of spirits much higher) than
anticipated in the Budget estimate, while the clearances of wines were smaller
than anticipated. Tt is prebable therefore that the decrease in the supply of
beer and spirits was smaller and the decrease in the supply of wines and of
British wines greater than indicated above. The increase in the yield of aleoholic
drinks taken together was a little less than 15 per cent. The limits of consump-
tion of expenditure and of duty paid in 1941—42, as shown in Tables 47—48, arc
very little affected by these changes, but the summary figures of the burden in
Tabhle 37 are probably somewhat underestimated.

The Chancellor of the Exchequer in his Budget speech put the amount spent
on beer at £330 millions (Hansard, 14 April 1942, p. 135). The total drink bill
in 1941-42 must be therefore somewhat over £ 400 millions.
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more opportinities for drinking. On the other hand, the rise in
the cost of living and increased taxation have made people more
careful in spending and saving, and they may have cut down their
expenditure on drinks.

So far as wines and spirits are concerned it is probable that the
decline in individual consumption is general. This is indicated in
the middle and higher groups by the heavy direct taxation, the
great increase in the prices of these drinks (mainly on account of
the increased duties) and by the short supply. The two latter
factors will very probably affect the consumption of wine and
spirits in the lower income groups as well. The assumption that
individual consumption in 1941—42 was cut down roughly in
proportion to the decrease of available supplies (as compared with
1937—38) in all income groups seems not to be unreasonable. _

- It is far more difficult to make assumptions relating to the present
distribution of beer consumption, as the factors to be taken into
consideration are far more numerous, and their effect is by no
means uniform. There is no doubt that, as far as free spendable
income goes, those classes from which the regular consumers of
beer are usually recruited are in the best position. While the
saving campaign is particularly successful in these same groups,
it is still very likely that those who have obtained higher wages
or are in more regular employment will keep up their level of
consumption or eéven try to increase it. Another factor which
may strengthen this tendency is the rationing of many of the
staple foodstuffs, and short supplies or difficulties in getting others.
Beer is regarded by the working man, especially in heavy in-
dustries, as a kind of food. Factors of lesser importance, and of
reverse effect, are the increase in beer prices and the limited
supplies avatlable. These supplies have to be shared by new
regular consumers, recroited from members of the forces, workers
newly drafted into industry, or those who have switched over from
the very expensive spirits or wines to beer. One of the further
factors is the general demand for all non-rationed goods, especially
foods, and thus for beer. In the course of the year 194142 there
seemed to be many signs of a shortage of beer. While it appeared
first in the industrially congested Midland areas (Birmingham,
ctc.) where there has been an influx of industrial workers and an
increase in the aggregate wage bill, it is now a general pheno-
menon, also to be observed even in non-industrial areas such as
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the south-west. Apart from increased demand, this shortage is
due to war-time changes in the distribution of the population,
transport difficulties, shortage of casks, etc. The fact that in many
parts of the country public houses are closed on one or more days
a week may affect the consumption of those regular consumers
who are willing and able to pay the higher prices and thus to
keep up their pre-war consumption levels.

Another factor which has to be considered is the general reduc-
tion in the strength of the beer available, combined with the effect
of the change in the tax structure since 1937-38; at present, the
lighter the beer the greater has been the increase in the duty on it
since 1937-38. The changes in prices of beers of differing strength
have been roughly proportionate.

If all the factors enumerated above are taken into account, it is
evident that any estimate of the consumption of beer and the duty
paid on it in terms of the 1937-38 data must be highly conjectural;
it is likely that, as one of our expert advisers put it, there will be
as many opinions as readers. We have come to the conclusion
that a cut of roughly one-seventh in the 1937-38 consumption
levels may be taken as reasonable for the lower groups, as this
seems to be in accordance with available supplies. This also leaves
some margin for new consumers. In the middle groups we allowed
for a slight increase in beer drinking, to make up for the cut in
the consumption of spirits and wines, while for the higher groups
unchanged consumption of beer was assumed. The calculations
are given in Tables 47 and 48.

6. The Conjectured Burden on Incomes.

By taking into account the results of both approaches, the total
yield of the duties on alcoholic drinks, the known national con-
sumption in 1937-38, and the estimated consumption in 1941-4%,
the burden on an average moderate consumer will very probably
fall within the following limits:

Income group 1937-38 194142
Lower £a-£13 £8-£18
(the average burden falls {the average burden falls
between £6 and £8) between £10 and £14)
Middle Lr-£11 £o-£15
Higher £13-£30 £15-£32
(and over in the case of {(and over in the case of

heavy entertaining} heavy entertaining)
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By making allowances for the effect of incomes, so far as such
an effect can be reasonably assumed, the following figures can be
conjectured for the different income levels:

TaeLE 39. THE Burpen or Duries on Arcororic DRINKS
On Consumption of Husband and Wife, with allowance for Liquor Licences
p

Income Income .
group 1937-38 194142 group 1937-3 1941-42

£ £ L £ £ £
100 5 8 500 11 15
150 7 it 1,000 15 18

200 8 13 2,000 30 30

259 9 I3 5,000 45 42

300 10 ib 10,000 bo 42

350 I 18 and over

The margin of error in these figures is shown by the results of our
sccond approach; as can be seen, it is very considerable, and for all
purposes except as a rough illustration of the aggregate burden of
taxation the detailed figures given in Table 48 should be used,
showing precisely the duties on many possible consumption levels.

In the figures given above, rough allowance was made for liquor
licences, approximately in proportion to the duty paid on drinks.
This method of allocating the burden of liquor licences assumes
that they are in the long run part of the general taxation of
alcoholic drinks, and therefore that they are paid by the con-
sumer. The incidence of liquor licences is a matter of controversy.
The duties, being an overhead charge, are recovered somehow il
possible. Itis, however, uncertain whether they can be recovered at
all, and if so whether they are recoverable just as much from sales
of cigarettes or sandwiches, etc. (sold to customers of public houses)
as from the sale of beer or whisky. The yield of these licences
amounted to £4-& millions in 1937-38, and to £4-6 millions in
194142 (expressed as a percentage of alcoholic duties, 4-5 per cent
and 2-3 per cent respectively}. Previous enquiries excluded liquor
licences from their calculations; they are a small item and the
method followed hardly influences the result.
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TasLE 40. ConsuMeTION OF BEER, SPIRITs AND WINE 18 THE UneTED KINGDOM

(Net quantities, duty paid, for home consumption in the
United Kingdom-—see footnotes 1 and 2)

A. Begr—Home-made and Imported
Yearended Standard Gallons Yearended Standard Gallons

31 March barrels per head 31 March barrels per head

1900 36,629,031 323 . 1932 16,896,251 12°7

1910 32,399,497 26-2 1933 13,815,510 103

1914 35,252,375 278 1934 15,773,818 122

1920 21,691,979 17'5 1935 16,657,236 128

1925 21,952,443 175 1936 17,261,000 132

1929 20,300,261 159 1937 17,795,912 13:6

1930 20,690,031 16-3 1938 18,703,069 143

1931 19,611,889 15'4 1939 18,729,084 142

B. SrimiTs
Year British Foreign and Colonial Total
cndcd e 2l - e N " A— N
31 March Proof gallons Per head Proof gallons Per head Proof gallons Per head

1900 38,716,733 09 9,504,163 023 48,020,806 118
1910 21,446,087 04 4,562,121 0'10 26,008,208 o058

1914 26,794,739 058 5,801,687 o013 32,596,426 o1
1920 17,825,871 039 6,441,681 014 24,267,552 053
1925 12,287,035 0-27 2,213,547 o005 14,500,582 0'32

1925 11,271,702 a5 1,789,004 004 13,060,706 0'2g
1930 10,630,331 023 1,595,440 004 12,225,771 o27
1931 10,188,919 022 1,478,546 003 11,667,465 025
1932 8,855,023 oig 1,261,619 063 10,816,642 022
19493 8,821,380 a1g 1,196,695 003 10,018,015 0-22
1934 8,587,525 018 1,102,942 003 9,750,407 021
1935 8,344,346 o018 1,091,90 0-02 9,436,250 020
1936 8,964,785 019 1,212,i4 003 10,181,031 022
1937 9,289,207 020 1,289,170 003 10,578,377 023
1938 9,258,045 019 1,283,470 0-03 10,522,415 022
1939 g,176,007 a'ig 1,272,877 0'03 10,448,884 022

Source. Reports of the Board of Customs and Excise.

! The figures refer to quantities of beer, spirits and wine, duty paid, in the
selected financial years, and do not necessarily represent actual consumption
in those years, owing to Budgetary forestallments or postponements (especi-
ally for spirits and wine), or, in the case of home.made beer, to the time
allowed between the brewing of the worts on which the duty charged is
assessed and the payment of the duty [this period is now about 40 days on
the average). Thg clearances of wines are further influenced by vintages.
In years when wines of very good vintages are shipped and bottled for laying
down, clearances may greatly exceed consumption; vice versa when there
has not been a good vintage, wines actually go into consumption.

? Eire is excluded in 1925 and onwards.



TABLE 40 (continued)

C. WEs
Imported Gallons per head
Year ended wine British wines3 Total (on total
31 March gallons gallons gallons consumption) -

1900 17,146,897 — 17,146,897 042
1910 11,34.6,17 — 11,446,17 0°25
1914 11,037,31 - 11,637,31 025
1920 19,932,932 — 19,933,032 42
1925 15,653,703 — 15,653,703 o3

1929 13,436,589 2,850,099 16,286,688 o3

1930 15,424,402 2,795,238 18,219,700 o-40
1931 13,320,251 2,710,509 16,039,760 o35
1932 12,761,455 2,773,561 15,535,016 0'33
1933 12,583,153 3,223,303 15,806,546 03

1934 13,529,557 3,700,257 17,020,814 o3

1935 14,151,230 4,168,551 18,319,781 039
19360 14,881,082 5,088,722 19,969,804 043
1937 16,337,783 5,690,2324 22,028,015 04}
1938 15,766,040 6,143,485 21,910,425 046
1939 15,224,506 6,419,653 21,644,559 046

3 The duty on British wines was imposed as from 25 April 1927. No reliable
figures are available for consumption of British wines before that date.

4 The quantity duty paid in 1936-37 covered less than a full year’s clearances,
hecause certain makers transferred from a weekly to a monthly basis in the
assessment and payment of duty.

TasLe 41. ExrennDiTuRE ON Drink, THE NaTioNaL DriNk B

National expenditure o
—A Total

14 b}
Foreign  British expenditure
Beer Spirits wine wines® Total per head

£ mill. L mill. L mill. L mill £ mill £ 5 d
United Kingdom -

1610 g8-5 462 1y 15 1576 3 9 3
1914 1034 499 96 1'5 164-5 3 10 10
1920 2042 1440 30'3 13 4607 - 10 0 ©
Great Britain .
1925 198-9 91’1 23-8 5 3153 7 4 0
1926 191-5 836 247 "5 801-3 617 o
1927 188-6 837 249 "5 agg-ﬂ 615 2
1928 185-8 8o 16 20 - 288-2 6 910
1929 185-0 Bo-b 212 20 288-8 6 9 9
1530 1821 7533 202 2+0 2775 6 4 o
1931 1687 685 201 2°0 250°4 515 ©
1932 149'7 62-4 184 2:0 2325 5 35 0
1933 1399 636 194 70 2248 419 4
1934 1429 62-2 209 30 2200 § I ©
1935 1499 622 ar 40 2377 5 4 3
1937 1623 48 23 50 2504 512 g
1938 164°1 a5- 22'3 50 2570 511 6

~Bource. Alcohol and the Nation, by George B. Wilson (Nicholson & Watson, London, 1940),
P 423
! Including cider.
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TABLE 42. PossigLE LEverLs or CONSUMPTION OF ALcoHoLIc DRrovks.

AssuMep ConsumprioN LEVELS. 1937-38

Light Moderate
A

161

Heavy
-

) r —
A B G D
A. Lower Income Grours (up to £350)
Beer, pints daily 3 1 1} 2
Beer, pints yearly 1824 365 5473 730
Additional :

I Spirits, bottles yearly 1
Wine, bottles yearly 4

I

6

(= 2]
[

I1 Spirits, bottles yearly
Wine, bottles yearly
III Spirits, bottles yearly 2
Wine, hottles yearly 8
IV Spirits, bottles yearly 2%
Wine, bottles yearly 2
V Spirits, bottles yearly 3
Wine, bottles yearly 16

3 1}

00K e

=
o

mmsnoonm

- -

A R

- —

TW R R DN i

B. MmpLe INcoMe GROUPS (£350~£1,000)

Spirits, bottles yearly 5 10 12 15
Beer, pints daily 1 1 } 3
Becr, pints yearly 1821 1823 1824 1824

Additional :

I Wine, bottles yearly 10 10 10 10

I Wine, bottles yearly 20 20 20 20

IIT Wine, bottles yearly 30 30 g0 20

IV Wine, bottles yearly 40 40 40 40

V Wine, bottles yearly 50 50 50 50

C. Higrer Income Groups ({1,000 and over)

Spirits, bottles yearly 5 ) 20 30
Beer, pints yearly 100 100 100 100
Additional :
1 Wine, botiles yearly 50 50 50 50
~1II Wine, bottles yearly 100 100 100 100
ITI Wine, bottles yearly 150 150 150 150
IV Wine, bottles yearly 200 200 200 200

V Wine, bottles vearly 250 250 250 250

SR

i

E

24 3%
912¢ 1,2874

DR L ok SR R

-

36

o

10
20

30
h0

40
100

50
100
150
200
250

F

O LN OB R B

—

30
1
365

10
20

30
RO

50
100

50
100
150
200
250

I1

3



TasLe 43. PossisLe LEvELs oF CoNSUMPTION OF ALCOHOLIC DRiNgs.
ExpeENDITURE oN DRring. 1937-38

Light Maderate i-icavy

£~ * Al r = T i« & ™

A B c D E F

A. Lower IncoMmE GrouPps (up to £350)
L s d. £ 5 4 £ s d £ s d £ a4 F A A
I 5 5 2 9 810 13 12 6 17 16 1 22 12 4 go 19 8
1I 2 15 It g 19 ¥ 14 3 3 18 6 10 23 2 4 31 16 8
III 6 8 10 10 4 1414 0© 1817 7 24 4 3z 13 8
v 7 111 I 5 7 1% [ % 19 12 10 25 7 10 33 15 2
v 717 2 12 0 10 4 20 8 1 26 9 4 34 6 8
B. MmpLE IncomeE GrouPs (£350-£1,000)
1 g 6 2 12 8 8 1313 8 15 11 2 22 17 4 20 2 4
II t1 6 2 lg 3 8 1513 8 17 11 2 24 17 4 31 2 4
111 13 6 2 1713 8 19 11 2 26 17 4 33 2 4
iv 15 6 2 13 8 8 19 13 B 21 11 2 28 17 4 35 2 4
AY 17 6 2 20 8 8 21 13 8 23 11 2 30 17 4 37 2 4
C. HicHER Income Grours (f 1,000 and over}

1 8 2 6 21 5 O 27 10 © 3315 © 40 0 O 46 53 o
11 30 16 8 3g 19 2 g 2 46 g = 52 lg 2 58 19 2
111 42 10 10 52 1 g 50 3 b5 4 71 1% g

IV. 56 5 o 597 ﬁ 7t 17 8 2 6 8 7
v 68 19 =2 72 1 8 78 6 8 84 11 8B go 16 8 97 1 8

Note. Beer: The price of 544. per pint was taken throughout.
Spirits; Whisky (30° under proof} was taken throughout at the price of 125, 6d. per bottle.

Wine: In the lower group average price per bottle was taken at 2s5. 34.; in the middle group
at 4¢. per bottle and in the higher group at 5s. 14. per bottle,

TasrLE 44. PossiaLe LEVELS o CONSUMPTION OF ALCOHOLIC DRINKS.
Duty Paip on ConsumptioN. 1937-38. Lower IncoMe Groups (up to £350)
Light Moderate Heavy

p — ~ e —
A B C D E F

(i) Beer duty at 1}d. per pint (light beer). Whisky (30° under proof) duty at 8. 54d. -
per bottle. Wine duty at 534. per bottle (average of British and Empire wines)

£ d L5 d L d Ls 4 L5 d £ d

I 1 3% 2 & 3} 3 7 3} ¢ & 38 513 9 711 9
11 114 5t 2 13 5t 312 58 -4 53 6 3 1} 8 1 1}
II1 119 7 218 7 3 17 4 16 7 612 6 810 6
v 25 7 3 4 71 4 3 7 5 2z 7 7 2 of 9 o of
v 2 11 B4 3 10 84 4 9 83 5 8 8% 713 1 9 I
(ii) Beer duty at 2-2d. per pint (average strength beer). Whisky (307 under proof) duty at
8:. 54d. per bottle. Wine duty at 544. per bottle (average of British and Empire wines)
1 2 3 9 3 17 2% 510 8 7 4 1% g 6 o 12 12 11
I 2 810} 4 2 4 515 of 79 3 915 4 13 2 34
iII 2 14 of 4 7 b o 114 714 5 10 4 9 1311 8
v 3 o 1% 4 13 6% 6 7 of 619 5% 10 15 0Of 14 1 114
A% 5 6 2 419 74 613 1 6 64 o4 4 14 12 3§
(iii) Beer duty at 3}d. per pint (stout). Whisky (30° under proof) duty at 8s. 54d.
per botile. Wine duty at 54d. per bottle {(average of British and Empire wines)
1 219 8 5 9 1% 718 64 10 7 114 13 5 10 18 4 8
1I 3 4 10 514 3% 8 3 8 10 13 1} 13 15 2% 18 14 o}
M 310 o 5:95 8 810 1018 3 14 4 7 19 3 3
v 316 of 8 14 10f 11 4 3% 14 14 10} 19 13 8%

v 4 2 1% Gu gx} 9 o 11§ 11 10 44 15 5 2 20 4 ©
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TABLE 44 (continsed)

Note. The amount of duty payable per annum on beer only was as follows:

0 (1) (i)

Duty per annum Duty per annum Duty per annum
Pints at 14d. per pint af 2-2d, per pint at 31d. per pint
consumed daily L s d £ s d 5. 4
A % lg o 113 6 2 9 5
B 1 118 o 3 7 ¢ 4 18 10
C 14 2 17 © g o 6 7 8
D 2 316 o 4 O 017 g
E 2% 15 O 8 v 6 12 7 1
F 34 g 4 0 11 14 6 17 5 11

TaBLE 45. PossiBLE LEvELs oF CONSUMPTION OF ALcoHoLc DRINKs, .
Dury Pam ow ConsumeTioN. 1937-38. MDDLE INncoME GrOUPS (£ 350~ 1,000)

Light Moderate Heavy
— A . A - P R,
A B C D E F
(i) Beer duty at 11d. per pint, Whisky (30° under proof) duty at 8s. 54d. per bottle.
Wine duty at 15. per bottle

£ s d L s d £ 5. d L s d L 5 d £ & d
I 311 3 s 13 6% 6 1m0 3 715 Of Iy 1 15 1 8
II 4 1 3 6 3 64 7 o 34 8 5 o} ir 71 15 11 8
I 411 3 6 13 64 g w5k 815 o} 11 17 1 16 1 8
v 5 1 3 7 9 64 0 5% 9 5 9% 12 7 1 16 91 B
vV 511 3 713 6 8 10 5 915 9¢ 1217 1 17 1 8

(ii) Beer duty at 2-24. per pint. Whisky (30° under proof) duty at 8s. 534. per bottle.
Wine duty at 15. per bottle

1 4 5 9 6 8 o} 7 4 11 8 10 3} 12 6 1 16 10 8
II 415 g 618 of 7 14 118 9 03 12161 17 038
IIl 5 5 g9 7 8 o} 8 4 114 g9 10 34 13 6 1 1710 8
IV 515 g9 7 18 o} 8 14 114 10 0 3% 13 16 1 1B o 8
\4 &6 5 g 8 8 of g 4 11} 1o 10 3% 14 6 1 18 10 8
(iii) Beer duty at g}d. per pint. Whisky (30° under proof) duty at 8. 53d. per bottle.
Wine duty at 15. per bottle
I 5 1 8 7 3 11% 8 o 104 9 6 2f 13 17 II 18 2 6
11 511 B 7 13 114 8 10 103 g i6 24 14 711 18 12 6
I 6 1 8 8 g 113 9 o 1cf 10 6 2f 14 17 11 1g 2 b
IV. 611 8 8 13 11} 9 10 10} 10 16 24 15 7 11 1g 12 6
v 7 1 8 g 3 11} 10 0 10} i 6 2} 15 17 11 20 2 6

Notz. The amount of duty payable per annum on spirits anly was as follows:

Bottles Duty per annum Bottles Duty per annum
per annum £ 5. d Per annum A2

A 5 2 2 3% D 15 6 6 10}

B 10 4 4 7 E 20 B g 2

C 12 5 1 6 F 30 12 13 g9

I1-2
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Tapte 46. Posseie Levirs oF ConsumeTioN OF ALconoLic DriNks.
Duty Paip on Coxsumprion. 1937-38. HicHER INCOME GROUPS (£1,000

and over)
Light Moderate Heavy
———r——— —" N A -
A B C D E F

Beer duty at 2-24. per pint. Whisky (30" under proof) duty at 8s. 54d. per bottle.
Wine duty at 1s. 4d. per bottle
£ s d

8 £ s d L s 4 £ s 4 £ 5. d. £ s d.
i 6 7 at 8 9 7 12 14 2 16 18 g 21 3 4 25 7 3%
11 g 13 114 116 3 16 o 10 20 5 5 24 10 © 28 14 7
nnl 13 ¢ 73 15 2 11 g 7 6 23 12 I 27 16 8 32 1 3
IV 16 7 38 8 g9 7 9 4
v 1g 13 11} 21 16 3 5 o

22 14 2 26 8 31 3 35 7 11
26 o 10 3 5 34 10 48 14 7

Note. The amount of duty payable per annum on the separate items of beer, spirits and
wine was as follows:

Beer: A-F, 100 pints yearly at 2-2d. per pint duty=18s.. 44.

Spirits Wine
s A — .’_‘_"_—_"—_\'—”——’_—"\
Bottles per annum Duty per annum Bottles per annum Duty per annum
£ 5 4 £ 5 4
A 5 2 2 43 1 50 3 6 8
B 0 4 4 7 11 100 613 4
C 20 8 g 2 III 150 Te 0 ©
D 30 1213 9 IV 200 13 6 8
E 40 16 18 4 vV 250 16 13 4
F 50 21 2 11
TaBLE 47. PossipLeE LEVELS oF ConsuMmpTioN oF ALconoLic DriNks
1. Assumep ConstmpmioN LEVELS. 1g41—42 ‘
Light Moderaie Heavy
Lower Income Groups
Beer, pints yearly 150-300 450-600 8oo-1,000
Spirits, bottles yearly 1-2 1-2 2-4
Wine, bottles yearly 3-8 3-8 3-8
Middle Income Groups
Spirits, bottles yearly 36 810 15-20
Beer, pints yearly 200 200 400
Wine, bottles yearly 7-90 7-30 7-30
Higher Income Groups
Spirits, bottles yearly " 36 15-20 25-95
Beer, pints yearly 100 100 100

Wine, botiles yearly 30-150 40-150 30-150
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TABLE 47 (continued)

EXPENDITURE ON ALCOHOLIC DRINKS. 1941-42

Light Moderate Heavy

L osod £ sod £ sod £ s d L s d L s d

Lower Tncome Groups
Beer 6 5 o-12 10 0 1815 025 o o 33 6 B—41 13 4
Spirits 17 6-1 15 o 17 6-115 0 115 0-310 O
Wine 12 o-112 O I2 0- 112 @ Iz o-112 O
Total 7 14 6-15 17 o 20 4 628 7 o 35 135 B-46 15 4

Middie Income Groups
Beer 8 6 88 6 8 B 6 8-8 6 8 16 13 g—rﬁ 13 4
Spirits 2 12 6—g 5 © 7 0o o815 0 13 2 b-17 10 O
Wine 1 18 6- 5 © 118 6-8 () 118 6-8 5 o
Total 12 17 821 16 8 17 5 2-25 6 8 31 14 4-42 B 4

Higher Income Groups
Beer 4 3 44 3 4 4 3 443 4 4 3 44 3 4
Spirits 212 6-5 5 © 13 2 61710 0 21 17 630 12 6
Wine 10 10 ©0-52 10 O 10 10 0-52 10 © 10 10 0-52 ID ©
Total 17 5 10-61 18 ¢ 27 15 10-74 3 4 36 10 1087 5 10

Note. Prices: Beer at gd. per pint. Wine at 45. (lower), 5s. 64. (middle) and 7s. (higher}
per bottle, Spirits at 175, 64. per bottle.

Taete 48. PossisLE LEvELs oF CoNsUMPTION OF ALcoHOLIC DRINKS.
Duty Paip 0N ArLconroLIc DRINKS. 194142

A, Lower Incone Grours (up to £350)

Light Moderate . Heavy

£ s d £ s d L5 d £ s d L5 d £ 5 d

Duties: Beer, g3d. per pint. Wine, 1s5. 64. per bottle. Spirits, 115, 444, per bottle
Beer 2 6 104413 9 7 0 73~q9 7 & 1210 o -15 12 6

Spirits 11 41 2 9 i 41 2 9 1 2 o-2 5§
Wine 4 6 - 52 0 4 6- 12 0O 4 6- 12 0
Total 73 2 g- 6 8 6 716 6 -11 2 3 1316 6 -18 10 ©

Duties: Beer, 4}d. per pint. Wine, 1s. 6d. per bottle. Spirits, 115, 434, per bottle
Beer 219 4518 ¢ 818 141117 6 15 16 B8 -19 i5 (0

Sp_u'm: I gg— 1 2 g 1T 44-1 2 @ 1 2 9-2 5
Wine 4 - 12 © 4 6 - 12 0 4 6- 12 0
Total 313 3-713 6 914 0 -13 12 3§ 17 g 11 -22 13 4

Duties: Beer, 64d. per pint. Wine, 1s. 64. per bottle. Spirits, 115. 434. per bottle
Beer 4 1 3-8 2 6 12 3 g-16 5 © 21 13 4 -27 1 B
Spirity It 44-1 2 9 11 44—t 2 g 1 2 g-2 5 6
Wine 4 6- 12 0 4 6- 12 O 4 6- 12 0
Total 417 1917 3 12 19 7417 19 ¢ 23 ¢ 7 -2 10 2
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TaBLE 48 (continued )
B. Mmpre Income Groues (£350-£1,000)

THE DUTIES ON ALCOHOLIC DRINKS

Light Moderate Heavy
L d £ s d L s d £ 5 d £ s d £ s d

Duties: Beer, 3id. per pint. Wine, 25 od. per bottle. Spirits, £ 1s. 434. per bottle
Beer g3 2 6-3 2 6 3 2 6-3 2 6 6 5 0-6 5 o
Spirits 114 39 8 3 411 ©-513 g Bro 7411 7 6
Wine 14 0~-3 o0 O 14 0-3 0 o 14 0—-3 0 o©

Total 510 74910 g9 8 7 6-1116 3 15 5 742012 6

Duties: Beer, 434, per pint. Wine, 2s5. od. per bortle. Spirits, 115. 43d. per botde
Beer, 319 2-319 2 319 2-3719 2 718 4—718%
Spirits 114 143 8 g 411 0~-513 ¢ 810 73411 7
Wine 14 D-3 o O 14 0 -9 0 © . 14 0—-3 0 0O

Total 6 7 3410 7 5 9 ¢ 2-12 12 11 17 2 tig=2z 3 10

Duties: Beer, 634. per pint. Wine, 2s. od. per bottle. Spirits, t115. 44d. per bottle
Beer 5 B 4-5 8 4 5 8 4-5 8 4 016 B —10 316 8
Spirits 114 1}-3 8 3 411 0-1513 g 810 7411 7 6
Wine 14 0-3 0 © 14 0—-3 © O 14 o-3 06 o0

Total 716 541116 7 10 13 4 -14 2 1 20 1 3425 4 2
C. Hicuer Income GGrours (£1,000 and gver)

Duties: Beer, 43d. per pint. Wine, 25, 6d. per botile. Spirits, 115. 434. per bottle
Beer 119 7 -119 7 116 7-119 7% 11§ 7 -119 %
Spirits T 14 1§ 4 3 810 7411 7 6 14 4 44195 18 1}
Wine 315 o-18 15 o 315 o-1815 o 315 ©-18 15 o

Total 7 8 Bi-24 210 14 5 2332 2 1 19 B 11440 12 8}



CHAPTER XI. THE ENTERTAINMENTS DUTY

The entertainments duty has been a prominent feature of the
British tax system since 1916, and produces something of the
order of £10 millions per annum.

Owing to the lack of detailed data relating to the frequency of
visits and the prices paid by different income groups, any method
of allocating the burden of the entertainments duty on specimen in-
comes involves a considerable degree of arbitrariness. This was the
case in all previous enquiries. The Colwyn Committee for example
stated that their figures relating to the burden of the entertain-
ments duty were ‘a matter of conjecture’. The present estimates
have been made on the basis of a consideration of (1) the total
receipts from the entertainments duty, (2) the rates of duty, and
{(3) the national and individual expenditure on entertainments.

There are two scales of duty in force. Admissions to cinemas,
sports, etc. are liable to the higher, or full, rate of duty, whereas
admuissions to theatres, music-halls (i.e. ‘living entertainments’)
are at the lower, or reduced, rate. There is, further, a tax-free
limit, which was 6d. in 1937-38 and 3. in 1941—42.

On the basis of the scale of rates in force in 1937-38 and in
1941-42, the proportion of the duty in typical entrance fees for
cinemas, football matches and other sports, and living entertain-
ments such as music-halls and theatres, has been calculated as
in Table 4q.

Lord Samuel stated that the bulk of receipts came from the cheap
seats, and this holds good to-day." The greater part of revenue
from cinemas, etc. probably comes from seats at 15. 64. and under,
and from theatres, etc. from seats at 3s. 64. and under.

The national expenditure on entertainments in 1937 was of the
order of £75 millions.? Its distribution between different kinds
of entertainments can only be guessed on the basis of the distribu-
tion of the yicld. Trade estimates put the total box-office receipts
from cinemas at £45-£50 millions in 1937-38. According to these
estimates seats up to and including gd. accounted for one-quarter

1 Vide S. Rowson, ‘A Statistical Survey of the Cinema Industry of Great
Britain in 1934°, ¥.R.5.5. 1936.
2 The Home Market, 1939 edition (George Allen & Unwin Ltd., London).
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of the total receipts (in terms of attendance, more than half the
tickets sold were at 94. and under).

Tasie 49. THE PropPorTiON OF ENTERTAIRMENTS DUTY
v TickETS OF ADMISSION. 1937-38, 1941—42

Cinemas, etc. (full rate) Theatres, etc. (reduced rate)
Price " Price )
of ticket Tax as of ticket Tax as
including percentage  including perceniage
tax Tax of price tax Tax of price
5. 4. fod. 5 d. 5. d
1937-38
6 — — 6 _ —
-9 } 167 9 i 6
10 2 167 10 i 3-3
1 6 g 167 1 6 2 EL1
2 6 5 16-7 2 6 133
3 6 7 16-7 3 6 g 14
4 6 9 16-7 4 6 8 14
2 b 1 3 167 7 6 I 2 156
8 6 I 4 1 g-ﬁ
iz & 2z 0 ibo
194142
6 i 125 6 : 83
9 1t 13'9 I 6 ] 42
1 2 2] 214 1 6 2 I1'1
1 6 4 222 2 o 2% 10°4
I I0 5 22-7 2 6 3 133
2 6 7 233 3 6 143
3 6 11 2b-2 4 6 8 14-8
4 6 I | 24°1 7 b 1 2 156
7 6 I 13 255 ic 6 r 8 150

The approximate receipts of duty from different kinds of enter-
tainments in 1937-38 were as follows:

Receipts Percentage of
(Looo) total receipts
Cinemas . 5,400 67-7
Foothall, cricket, racing ggo 12°4
Theatres and music-hails 1,060 15
Others 530 6-%
Total 7,980 100°0

Expenditure on entertainments by working-class families was
given in the recent family budget survey of the Ministry of Labour.
The average weekly working-class expenditure for industrial house-
holds was put at 1s. 434. (out of which 1034. was spent on cinemas,
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2§d. on football matches, etc., and 34. on music-halls, theatres,
dances, etc.}. This is equivalent to a yearly expenditure of
£3. 115. 6d., and is an underestimnate, as is usually the case with
family budget expenditure figures on items such as tobacco,
alcoholic drinks, and entertainments. This is shown by the fact
that the figure of £3. 11s5. 64., converted in a rough way into an
expenditure figure for the working classes as a whole, would
account for only one-half of the national expenditure, which is
contradictory to the facts mentioned in the previous paragraph.
" Therefore, before using the family budget figures, allowances were
made for items not included in the family budgets, such as ex-
penditure on entertainments met by the head of the family out
of pocket money (e.g. for Saturday afternoon matches, etc.). On
this basis the following estimates of expenditure in the four lower
income groups were made:

Income Yearly expenditure Average
group in 193738 tax burden
£
100 124~ 154, —
150 £2. 105.-£3. 105, 95,
200 L4. 105,45 105, 145,
250 £7. 105.-£8. os. L1, as.

The next step was to estimate the expenditure of and the burden
on the middle and upper classes. Here the factors considered were
the total yield of the duty, the estimated part paid by the working
classes, and the assumed distribution of the yield according to the
price of seats. Lower middle-class expenditure on entertainments
was estimated at £10-£11 per annum, and the average tax burden
at £1. 10s., higher middle-class expenditure and taxation at double
this amount.

As in the case of tobacco and alcoholic drinks, income is not
the only factor determining the frequency of visits and the ad-
mission prices paid. Alternative opportunities of recreation and
relaxation have to be taken into account, especially in the higher
income groups. On account of this, the burden on incomes of
£1,000 per annum and over has only been varied very slightly.
Owing to the optional character of expenditure on entertain-
ments there are marked differences in individual habits, but
between families these differences are not likely to be so consider-
able, and variations are possibly not as great as in the case of
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tobacco and alcoholic drinks. Figures as given in Table 50 refer
to representative attendances for a family of four.

Throughout, due attention was paid to the expenditure on
entertainments liable to the higher and lower rates of duty, and
to the possible use of tax-free seats in the lower income groups.
It was assumed that in 1937-38 the £100 income group used
tax-free seats only, although the validity of this assumption is
rather questionable. The results of the allocation have as far as
possible been tested from other sources, e.g. for cinema attendance
on basis of information relating to the habits of cinema patrons,
obtained from cinema proprietors and confirmed by studies of
working-class families, such as the Merseyside survey, York survey,
etc.’

The present estimates in Table 50 refer to the burden on the
tax-paying family of four. The burden on a tax-paying family
(including dependent children only), so far as the lower income

TarLE 50. THE BURDEN or THE ENTERTAINMENTs DuTYy ON INCOMES
Colwyn Comrnittee estimates

(family of five—three children Our estimates
under the age of 16} {tax family
Income p A \ of four)
group 1918-19 1925—26 193738
£ L s d L5 d £ s d
100 5 b 3 o —
150 7 0 4§ © 6 o
200 7 6 5 O 12 o
250 — — 1 0o o
300 —_ — 1 4 o
350 — — 1 8 o
500 1 6 12 0 2 0 ©
1,000 17 6 1’0 o 3 0o o
2,000 110 0 iz o 4 0 0O
5,000 2 0 0 2 5 0 .5 0 o
10,000 and over 210 0 2 15 © 5 0 O

groups are concerned, is slightly lower than on a social family.
The Colwyn Committee pointed out that a family, consisting of
a man, his wife and dependent children, would usually spend less

1 It is of interest to note that the Merseyside survey shows e.g. that ‘something
like 40 per cent of the total population goes to the cinema in any one week;
of these about two-thirds go twice or more’ (vol. m, p. 281, Liverpool, 1934).
The York survey estimates the weekly attendance for 1939 at half of the popula-
tion of York (Rowntree, Progress and Poverty, p. 413). The average wecekly
cinema attendances throughout the year 1934 were put at about 183 millions
for the whole country by Mr S. Rowson (7.R.5.5. 1936, p. 113).
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on entertainments than a household of the same size with more
than one wage-carner. In the same table comparative figures are
given showing the estimates of the Colwyn Committee.

It will be noticed that the figures, although referring to a smaller
family than that of the Colwyn Committee, are nevertheless higher.
One of the reasons may be the fact that in 1937-38 people were
spending more on entertainments than in 1925-26, owing chiefly
to the rise in the standard of living. The Colwyn Committee
assumed that the lowest income group (£100) paid entertain-
ments duty in 1g925-26, although the cheaper tickets of admission
were free of tax. The figures given by the Committee for the 150
and £200 groups, on the other hand, appear to be on the low side.

The rates of duty were increased as from 6 October 1940. The
proportion of duty in entrance fees in 194142 is given in Table 49.
The main factors to be taken-into account are the increase in the
duty on cinema entrance fees, and the lowering of the tax-free
limits. War-time conditions have brought many changes in cinema
attendance. On balance the decrease, especially in terms of box-
office receipts, has not been considerable; in fact at present { July
1941) the level appears to be somewhat above that of 1937-38.
The black-out and air raids have cut down late evening attend-
ances, but this reduction has been to some extent balanced by
increased afternoon attendances, and box-office receipts have been
helped by the curtailment or abolition of reduced matinée prices.
Moreover, the steep fall in attendance in certain coastal, evacuated
or ‘blitzed’ areas, has to some extent been made up for by large
increases in attendance in reception and ‘safe’ areas. On the
whole, the total decrease in attendance at cinemas since the out-
break of war has been estimated at from 10 to 15 per cent for
1940—41. In terms of box-office receipts the decrease is certainly
smaller. It is even possible that the total of receipts was higher
in 1941-42 than in 1937-38. No similar estimates are available
for theatres, etc. It is well known, however, that such entertain-
ments have been hit by war-time conditions to a far greater extent
than cinemas. This has very probably influenced the burden of
the duty in the higher income groups, and it is likely that a higher
proportion of the entertainments duty is now received on account
of cinemas than in 1937-38.

The estimated yield of the entertainments duty was budgeted
at £10 millions for 1941-42, as compared with £8 millions col-
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lected in 1937-38.' The following estimate of the burden of the
duty on incomes has been made for 1g4i-42 on this basis:

TABLE 51. THE BURDEN OF THE ENTERTAINMENTS DuTy ON INCOMES, 1941-42

Income Burden of duty Income Burden of duty
group (tax family of four) group (tax family of four)

£ £ s d £ £ s d

160 g 0 350 115 O

150 o 500 Z 5 O

200 15 o 1,000 3 ¢ O

250 1 5 0 2,000 310 ©

300 1 10 © 5,000 and over 4 0O O

1 The provisional receipts of the Exchequer for 1g41—42 amounted to £16
millions, and the figures shown in Table 51 are therefore underestimated.

Some interesting facts on cinema attendances were revealed by the Chan-
cellor of the Exchequer in his Budget speech, which largely confirm our findings.
He pointed out that at present “nearly go per cent of the existing revenue from
Entertainments Duty was from attendances at the cinemas, and at present
admissions to cinemas are estimated to be of the order of 1,400,000,000 a year.
Over go per cent of admissions to cinemas and other full-duty entertainments
are to seats whose present price, inclusive of the existing duty, does not exceed
15. 64." {Hansard, 14 April 1942, p. 136).



CHAPTER XII. MOTOR VEHICLE DUTIES
AND FUEL DUTIES

1. Previous Investigations.

None of the previous enquiries into the incidence of taxation
included the burden of motor taxation. So far as fuel duties are
concerned, in the carly post-war years, when Lord Samuel made
his calculations, motoring was still undeveloped. The number of
private cars was of the order of 100,000, and the number of all
motor vehicles double this figure, consequently the motor spirit
duties paid were insignificant (£o-8 million in 1913 and £1-35
millions in 1g18-1g}. From 1g22 to 1928 the petrol tax was
suspended; thus in the years to which the calculations of the
Colwyn Committee refer, there was no such tax. So far as licence
duties are concerned, up to 1937—38 the motor vehicle duty (for
licences) was separately administered under the Road Fund, and
only a small contribution went to the Exchequer receipts proper.
This was, of course, only a formal distinction, as it was none the
less a tax, but it was excluded from several calculations for this
reason.

The scope of the present chapter includes both the fuel and the
licence duties. It excludes, however, the protective duties on
motor cars and the cost of compulsory insurance against third-
party risks." The calculations take into account the total amount
of mator licence duties, whether spent on roads or used by the

I In a revision of the Colwyn calculations by Mr ID. M. Sandral for the year
1930-31, in his paper ‘The Taxation of the Various Classes of the People’
J-R.8.8. (vol. xciv, 1931), the author added to the protective duties on motor
cars the total yield of the petrol tax and the amount which the Exchequer
received from motor vehicle taxation, He placed the burden of this lump sum
on the income tax-paying classes in proportion to their income (op. ¢it. p. 89).
As in 1937-38, g7 per cent of the home consumption was supplied by British
made cars {The Motor Industry of Great Britatn, 193g—issued by the Society of
Motor Manufacturers and Traders), the protective duties cannot be regarded
as levies of the same character on the owners of private cars as the other duties.
They are allocated together with other protective duties in Chapter xvi.
The third-party insurance costs, although a compulsory burden on the motorist,
are not taxes or levies paid to any public authority. They are, however,
included as a tax in the international comparison of the Society of Motor
Manufacturers and Traders.
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Exchequer, as it has been decided to exclude from this enquiry
. the complications of the incidence of benefit from public expendi-
ture. On the other hand, only that part of the Exchequer receipts
from motor vehicle duties which 1s paid for licences of private cars
will be allocated directly on individual incomes. An attempt will
be made to find out which part of the petrol duties {in the official
terminology ‘duties on hydrocarbon oils’*) is paid {1) by the
motoring community as a whole and (2) by the owners of private
cars within the motoring community. Thus the total receipts of
the Exchequer from motor vehicle duties and the duties on hydro-
carbon oil will be divided into several categories (sec paragraph 7).
So far as concerns the allocation of the burden of motor taxation,
this chapter deals mainly with motor and fuel duties paid on
private motoring. In paragraph 9 an estimate is conjectured
showing the burden of these duties on account of buses and taxis
on individual incomes.

2. Data on which the Present Enquiry is Based.

The burden of the motor levies on private cars {both the aggre-
gate burden and the average burden on different types of cars)
can be estimated with considerable accuracy for pre-war years.
This is due mainly to the fact that the total number of cars taxed
on horse-power, and the precise proportion and distribution of
these according to horse-power, were available from the registra-
tion figures of the Ministry of Transport. In addition, valuable
data were furnished by non-official sources—the Petroleum In-
formation Bureau, the Society of Motor Manufacturers and
Traders, the Petroleum Board, eic.

The calculations are based mainly on the following data:

{1} The number of private cars registered in September 1937
in each horse-power class, as ascertainable from the Ministry of
Transport records. As there is a seasonal fluctuation in the number
of cars registered, a more exact calculation could be based on
average numbers used in the fiscal year. The error, however, is
very small.

{2) The average mileage per gallon according to horse-power.
Thesefigures were arrived at on a detailed basis (taking into

v Twenty-ninth Report of the Board of H. M. Customs and Exeise, p. 36.
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account the weight of the cars, their cubic capacity in litres, etc.)
and are in general use for all calculations including rationing of
petrol. The private cars registered (as mentioned under (1)) were
classified into eight groups, A-H, on the basis of the average
mileage per gallon (see Table 52).

(3) The average mileage covered per annum for all private cars.
This is estimated by the Petroleum Information Bureau at g,000
miles and by the Society of Motor Manufacturers and Traders
at 8,000 miles for the year 1937-38. Evidence shows that the
mileage varies ordinarily between 8,000 and 12,000 miles for all
cars concerned. For the present enquiry an average of 9,000 miles
covered per annum has been assumed. It was calculated that
every additional 1,000 miles covered would ncrease the burden
of fuel duties by approximately 11 per cent, and the aggregate
of motor and fuel duties by 6 per cent of the amount paid for
9,000 miles. 1f the mileage covered is less than g,000 miles per
annum, the rate of decrease per 1,000 miles is similarly 11 per cent
and 6 per cent respectively of the amount paid for g,000 miles.

(4) The proportion of lubricating oil to petrol used was given
by experts as 2-2 per cent for 1537-38.

(3) The rates of duties are known to be:

{a) 15s. per horse-power for a licence for a private car in 1937-
38; 255 in 1941—42.

(#) 8d. per gallon for petrol in 1937-38; gd. in 1941—42. 1d. per
gallon for oil in 1937-38; 1d. in 1941—42.

(¢) 5s. per annum for a driver’s licence in both years.

3. The Burden of the Motor Duties on Private Cars.

On the basis of the above data, it is possible to calculate with
accuracy the licence duty paid by each car, thus the aggregate
duty paid by all private cars; the weighted average paid by each
group of cars, and by all groups together, can also be calculated,
as also can the duty paid on the petrol and oil used (see Table 52).
The results of these calculations can be presented in a simplified
form by reducing the number of categories from eight to three—
showing the burden for the small car (up to 11 h.p.}), for the
medium car (12-19 h.p.) and for the big car (over 20 h.p.) (see
Table 53). These figures refer to cars actually in use in 193738
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and are weighted averages. The same table shows the aggregate
burden for the average car in use in 1937-38.

4. The Tax Burden on Private Cars allocated to Individual Incomes.

After calculating with some accuracy the tax burden on the
small, medium-sized and big car in use in 193738, the next step
is to allocate this burden to the different income groups. In other
words, the owners have to be discovered for roughly 1-8 million
cars, and assumptions must be made in regard to the size of car
used by different income groups. A proportion of the private cars
is obviously used for commercial purposes, etc. These cars are
partly registered under the names of firms; they are, however,
partly registered under individual names and used for com-
mercial purposes (e.g. cars of commercial travellers, etc.}). The
exact proportion of private cars used for commercial purposes is
not known. Mr Feavearyear® estimated for 1932 that 25 per cent
of the expenditure on private cars could be taken as chargeable
to business expenses. There is no basis for verifying this figure,
but if Mr Feavearyear’s estimate s accepted the percentage was
certainly lower for 1937-38, as in the intervening five years the
number of private cars used for non-business purposes greatly
increased. An estimate of, say, 15 per cent for 1937-38 would be
more reasonable, For 1941—42 the proportion is higher again (say
20 per cent), owing to the laying up of many private cars.

On the above basis, private cars in private use may be put
at 1-5 mollions in 1937-38, and at 1-0-1-1 millions in 1g41-42.

It may be assumed that the owners of private cars are to be
found within the income tax-paying classes, or even more probably
within the group of people with yearly incomes of £250 or
over. The number of these for 193738 can be estimated at
roughly 2-6 millions. It may further be assumed that all income
tax-paying families in the higher and high middle income groups
own a car; the difficulty is to make reasonable assumptions about
the income levels at which the keeping of a car is financially
possible and probable. In this respect some clue is provided
by the cost of running a small car which—paid out of current
income~—amounted to some 20-25s. weekly in 1937-38 (see Table
54). This figure includes taxes, petrol for 9,000 miles, third-party

1 A. E, Feavearyear, ‘The National Expenditure, 1932°, Feonomic Fournal,
March 1934. '
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insurance, depreciation and small repairs and garage costs outside
London. On the level of income taxes, etc. in 1g37-38 it can
be assumed that a single man with a weekly income of £7 could
have afforded on the average to run a car, a married couple
without children with a weekly income of £8, a married couple
with one child with £g weekly, and with two or three children
with £10 weekly. Thus for the purpose of these calculations motor
levies will be added to the tax burden on a single man or a married
couple with an income of £350, and to all specimen incomes of
£500 and over (it should be noticed that the maximum tax-free
income in 1937-38, that of a married couple with three children,
was £450).

To calculate the burden on the different income groups, it is
necessary to allocate the different-sized cars to these groups, The
simple assumption is made that in 1937-38 the big cars (133,202
in number} were owned by the surtax payers (roughly 100,000 in
number) and that each member of this group may have owned
more than one car; the medium-sized cars (656,773 in number}
by ecarners of medium-sized incomes<from £500 to £2,000
(roughly 600,000 in number); and the small cars by earners of
smaller incomes in those cases where the keeping of a car has been
assumed (£350 to £500 per annum}. These assumptions are, of
course, arbitrary. In the opinion of the motor trade, people with
small incomes may occasionally have big cars, but this seems to
be the exception. A few types of big cars were so cheap in the
pre-war period (e.g. the Ford V-8-—g0 horse-power or over), that
even people with small incomes could have afforded to buy such
a car, as part of the costs of running the car (including taxes) nght
have been paid out of capital. It is more frequently the case that
well-to-do people own smali cars. The possible error is minimized
by the fact that the tax burden on a small car and a medium-sized
car together exactly equals the tax burden on a big car {see Table
53). The assumption that people in the highest income groups
may kecep several cars is justified by the fact that in 1937-38,
according to expert opimion, about 160,000 individuals owned more
than one car, although a proportion of these second or third cars
may have been used for business purposes. Cases where one car
is shared by two families'cannot be so numerous as to influence
the calculations, and therefore these cases are not considered.

The burden of motor duties {licence and fuel) on incomes is

SR 12
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shown in Table 55. Allowance has been made for drivers’ licences,
For a single person one licence per car has been assumed ; for all
other categories two licences (except in those cases where the
ownership of several cars has been assumed). In the higher groups
allowance has been made for an increasing number of cars; it was
considered reasonable to base the calculations on the assumptlon
of a maximum ownership of three cars.

As the keeping of a car is quite optional, all the calculations are
no more than reasonable guesses. They are an indication of which
income groups run cars, and what is the size of car appropriate to
these incomes, They are true only on the assumption that the
family (or individual) is running a car, that the car is of the
specified size, and that it js being run, on an average, 9,000 miles
per annum. The calculations, however, do give a fairly clear idea
of the burden of licence and of fuel duties, for all possible cases,
thus providing a basis for working out actual differences from the
case assurmned to be representative.

5. The Burden of Motor Taxation on Incomes in 1941—42.

It is not possible to make calculations for 1941-42 similar to
those for 1937-38, as the publication of the number of cars
registered according to horse-power was stopped at the outbreak
of war and the recerpts from the motor vehicle duties are the only
guide to the number of cars still on the road. Al that we know
is that a considerable decrease in the number of private cars in
use has taken place, owing mainly to the rationing of petrol.
Even people who would be inclined to pay the greatly increased
motor licence duty (25s. per horse-power instead of 155.) are
giving’up motoring, as owing to the restricted use of their cars
the overhead cost per mile—licerice, insurance, etc.—is much too
high. For the same reason it is likely that many cars are used only
in the spring and summer months, and are laid up during the
winter.

The total number of private cars in use can be estimated at
roughly 1-5 millions (excluding military cars); the number used
for private purposes only can be put at, say, 1-0-1-1 millions. As
the distribution of these carsin horse-power categories is not known,
the figures of the burden of licence duties, as calculated in Table 55,
are approximations only, although the margin of error is not
likely to be large. The burden of fuel duties is calculated on the
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use of the basic rations only, taking into account the recent changes
in basic rations, announced in July 1941 and in October 1g41.
The amount and distribution of supplementary rations—the issue
of which has recently been further restricted—is unknown; we
assume that these supplementary rations are granted and used
for business purposes, and in such cases they are not personal taxes.

Table 55 shows the burden of motor duties (licence and fuel}
for the year 1941—42 for three categories designed to show the
burden in a simplified form. These simplified figures showing the
burden for 194142 can be compared with the burden in 1937—38
as shown in Table 53. It should be noted that the difference is
due not only to the increase in the burden, but also to the reduc-
tion in the mileage covered per annum in the current year.

Owing to war-time changes the use of cars has become less
dependent upon income than it was in the pre-war period. It is
likely that such factors as distance from house or office, personal
circumstances, etc. have proved decisive in the consideration of
whether or not a car should be laid up for the duratien. Thus
many people in the lower income groups may still be running their
cars, just as many in the higher income groups have laid them up
owing to the great increase in the burden of direct taxation. The
assumption therefore that most of the families above a certain in-
come level are keeping a car is less likely to be true for 1g41—42,
than it was for 1937-38. The optional character of motor taxa-
tion—which is more obvious in war-time than in peacc-time—
should be borne in mind. Table 56 shows the burden of motor
duties at different income levels on families, who are actually
keeping a car. The possibility that people in the higher income
groups may at the moment be running more than one car has not
been taken into account.?

6. The Burden of Taxation on Motor Cyeles.

There were roughly 400,000 motor cycles in use in 1937-38.
As the distribution of motor cycles according to size in c.c. is
unknown, the tax burden on the average size only {350 c.c.) has
been calculated.

1 Vide footnotes to Table 55-

2 In a number of cases it is likely that people are taking out licences for more
than ane car for the sole reason of getting more petrol. These cases, however,
cannot be very numerous, and can be safely disregarded.

I2-2
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The total tax on this average-sized motor cycle 1n 1g37-38 was
made up of:

L5 d
1. Motor licencé duty -2 5 o
2. Petrol used for 10,000 miles (70 miles per gailon),
le. 145 gallous Duty at 84. per gallon 4 15 4
* g. Oilused for 10,000 miles (1, 500 miles per gallon), . il
ie 7 gallons Duty at 1d. per gallon
4. Driver’s licence 5 0
Total 7 511

For 1941-42 the total tax on the samc-sxzed motor cycle is made
up as follows:

1. Motor licence duty 315 ©

2. Petrol used (ration 3 gallons per month in the 1 7 0
category), 1.e. 36gallons. Duty at g4, per gallon

g. Oil duty 2

4. Driver’s licence 5 ©

Total 5 7 2

No attempt has been made to allocate the tax burden of keeping
a motor cycle to specimen incomes. The total costs of upkeep are
so low (roughly 7s. 6d4. per week for the year 1937-38) that cven
the earner of a very low income can afford to use a motor cycle.
The wusers of motor cycles are mainly young people under thirty
and those in the Jower income groups (under £250 per annum).
As the assumed number of incomes is, even for these income
categories, many times the number of the motor cycles in use,
any allocation of the tax to income levels would grossly exaggerate
the aggregate burden of the tax on the community.

7. The Distribution of Motor Duties (Licence and Fuel) among different
Tax Groups in 1937-38.

Taxes on private motoring—which were ailocated on incomes
in sections 1-6 of this chapter—are a part only of the total
receipts of the Exchequer from motor duties (motor vehicle duties
and duties on hydrocarbon oil). A detailed analysis of this item
will enable us to enlarge our classification.

(i) Distribution of Licence Duties. The Ministry of Transport uséd
to publish the gross receipts of motor vehicle taxation, allocated
to the different classes of vehicles.” On this basis the distribution

1 Reprinted in The Motor Indusiry of Great Britain, 1939, p. 101.



MOTOR VEHICLE DUTIES AND FUEL DUTIES 181

of duties for 1937-38 for the purpose of the present calculation
was estimated as follows: ‘

£ mill. Percentage
{a) Personal taxes:
1} Licence duties on private ears {inclu 16-0 463
(1) Li duti pri {(including 6 G
private cars used commercially)
Drivers’ licences o8 2-3
Total 16-8 486
{2) Licence duties on motor cycles, together 10 29
with drivers’ licences
{(#) Licences paid for: omnibuses and taxis, 3'5 1ot
together with drivers’ licences
{¢) Licences paid on goods-carrying vehicles, etc. 13°3 384
Total 346 100°0

(i1} Distribution of Fuel Duties ( Duties on Hydrocarbon Oil). Official
statistics of receipts from petrol duties can be presented for our
purpose in the following way:!

1937-38

Mill gallons £ mill

Light hydrocarbon cils {motor spirit) 13502 44'95
(1319°1) (44-00)

Heavy hydrocarbon oils, for use as fuel in 693 231

road vehicles .

Oil 7031 2-93
Total (excluding bracketed figures) 21226 50°19

According to The Motor Indusiry of Great Britain (1939), 97 per
cent of the motor spirit used is consumed by the motoring com-
munity, and the total amount paid in fuel duty in 1937-38 is put
by them at £44-8 millions. On the basis of the official figures
given above, our estimates show a slightly higher amount, roughly
£45 millions. Of this amount—as can be calculated from Table
52—roughly £19-9 millions were paid by private car owners, and
£2°2 millions is the probable estimate of the sum paid by motor-
cycle owners. )

A further approximate calculation can be made to ascertain the
petrol used and duty paid by omnibuses and taxicabs in use 1in
September 1937. The average mileage per annum co.vered by a
coach or omnibus is given as 32,730 miles, by a taxi as 16,000
miles. The mileage per gallon may be taken as 6 miles for omni-
buses and 20 miles for taxis. The number of omnibuses in use was

I Report of the Board of H. M. Customs and Excise, Cmd. 5876, 1938, pp. 100-1.
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approximately 51,000, and of taxis approximately 35,000, in
1937-38. By making allowance for the more extended use of
Diesel oil in the case of one-third of the omnibuses, the two cate-
gories together may have paid from £8 millions to £ 10 millions
in petrol duties.

In 1937-98, 40-4 per cent of all fuel (hydrocarbon oil) duties
were paid by the owners of private cars, 4-4 per cent by the owners
of motor cycles, approximately 20 per cent by omnibuses and
taxis, 10-8 per cent by industry as oil for industrial use, and the
remaining 24-4 per cent by industry for both petrol and oil for
commercial vehicles. Petrol used by other types of vehicles, e.g.
invalid vehicles, tractors (about 25,000) and cars exempted from
licence {about 44,000), is omitted; it cannot be very significant.

If in both categories (motor licence duty and fuel duty) allow-
ance is made for private cars in commercial use, the motor duties
paid in 193738 can be classified as follows:

Licence Fuel Total
L mill. L mill. £ mill

@ P L (approx.) (approx.} (approx.}
a} Personal taxes:

(1) Private cars in private use 145 170 31°5

(2} Motor cycles 10 22 32

(#) Taxes paid for omnibuses and taxis 35 g-o 1275

(¢) General industrial tax (including 156 220 376
private cars in commercial use)

Total 346 5002 84-8

It should be emphasized that sections 1-8 and Tables 52-56 of
this chapter deal exclusively with the allocation of the first of
these categortes to individual incomes. In section g an attempt is
made to allocate the burden of the second category to individual
incomes. The third category is dealt with in Chapter xv1.

8. The Distribution of Motor Duties (on Licence and Fuel) among
different Tax Groups, 1941—42.

The distribution of motor duties (licence and fuel taxes) among
private, commercial, and other motoring, taking into account the
progressive reduction in the basic ration of petrol, can be estimated
on the following lines.

The total number of private cars in use can be estimated at
1-5 million, while those in private use amount to, say, 1 million,
So far as the tax on fuel and lubricants is concerned, it is reasonable
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to assume that the basic ration of all the 15 million cars was used
for private purposes (since supplementary rations have been dis-
regarded on the grounds that they were used for business purposes).
The average size of car can be taken as 12 horse-power and the
quarterly ration allowance of petrol at 18 gallons per car for
April-July 1941, 15 gallons for August-Qctober, 16 gallons for
November—January 1942, and the same amount for the following
quarter.

The figures for taxation on fuel and lubricants appear to be as.
follows for 1941-42:

Petrol Tax at gd. per gallon

Average
. gallons per  Average tax per Total petrol tax
No. of cars  car per armum  car per anhum (£ 1,000)
1,500,000 64-66 = L2 Bs od. £3,600-£3,700
Lubricating oil tax at rd. per gallon at £9
2-2 per cent of petrol consumption
Total fuel duty £3,609-£3,709

The amount paid for licence duties on the 1-1-1 million private
cars in private use can be estimated at £15 to £16-5 millions,
while the licence duties paid by the (say) 400,000 private owners
who use their cars both for business and pleasure are regarded
as general taxes on production.

A third item in the burden on private motoring is on account of
motor cycles in private use. A reasonably safe estimate puts the
minimum number of private motor cycles still in use at 297,000,
On the basis of calculations given in paragraph 7, after allowing
for a reduction in the basic ration, the taxation payable in respect
of motor cycles may be taken as £1 million.

For 1941-42 the Budget estimate puts the revenue from motor
vehicle (licence) duties at £39 millions, and from hydrocarbon
oil (fuel) duties at £52 millions, making a total of £g1 millions.”
Out of this total taxation of £91 millions, £20-£21-5 millions, or
roughly 22—22-5 per cent, is paid on private motoring. The re-
mainder is paid on omnibuses and taxis, by industry, and partly,
so far as fuel duties are concerned, by the Government. The latter
item is of course far more important in the current year than it
was in 1957-38.

1 Receipts amounted to £92-4 millions.
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Q. The Burden of Motor Vehicle and Fuel Duties on Buses and Taxis.

In section 7 we estimated the amount paid in 193738 on buses
and taxis on account of motor vehicle duties at £3-5 millions and
on account of fuel duties at £9 millions,

We can calculate further that out of this £ 12-5 millions approxi-
mately £2-0 millions was paid on account of taxis, and fi10°5
millions on account of buses and coaches. In September 1937
there were 35,506 taxis and 51,568 buses and coaches in use.

The burden of these duties on buses and coaches is on the users
of these facilities, thus the bulk is on the lower. income groups.
The duty is felt also by those who are using other means of com-
munications or change their place of residence to evade such duties
(e.g. they pay higher rents in order to live nearer to their place
of work, on account of the high bus fares). The actual ingcidence
as opposed to burden of the motor and fuel duties on taxes is
beyond the scope of the present enquiry. It is assumed by dis-
regarding the problem of incidence that every family bears some
burden of the duties or in other words that each family uses buses
and other means of communication in the same proportion as the
whole community. The average burden per head was calculated
in the following manner. The information relating to bus and
coach operation as published by the Traffic Commissioners® gives
us the basis to estimate total expenditure on bus fares, which
amounted to some £70 millions or £75 millions in 1937-38. Itis
also possible to calculate the average number of journeys in buses
per head per annum, which was about 140 or 145 for the country
as a whole. (It was far higher in the area covered by the London
Passenger Transport Board, viz. over 200, while the number of
Journeys in all facilities in the London area (railway, tram trolley
and buses) was 441 per head per annum.) From the same source
we know also the average receipts per passenger per journey, which
was 2-444. for 1937. The average expenditure, therefore, on buses
per head per annum amounted to approximately £1. 55., and for
a family of four to £6. If we assume further that the proportion

1 Quoted in The Motor Industry of Great Britain, 1939, p. 95. The total number
of vehicles (buses and coaches) owned is given as 40,574 in Coack and Bus
Operation for December 1937, while it is given as 51,568 for September 1937
in the tables on ‘registration’ in The Motor Industry gf Great Britain, 1930, p. 65.
This difference in the tables on registration was taken into account in the
caleulations.
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of motor and fuel taxes in this amount is the same as in the total
amount expended on buses and coaches, the average burden of
duty per family of four—in all probability the typical middle-
class family—can be estimated at 175,

With the assistance of the family budget survey of the Ministry
of Labour for industrial workers we calculated further the approxi-
mate burden of the duties on buses and coaches paid by an average
industrial working-class household. The family budget survey
estimates the amount expended per week by an industrial house-
hold as follows:

Bus, tram and coach fares to and from work 11d.
Railway fares to and from work 74d.
Other rail, bus, tram and coach fares Bid.

Total travelling expenses 25, 3d.

We estimated that, taking into account the tetal amount expended
on bus and coach fares by the community, about 1s. 44. to 15, 64. is
the amount spent per week on bus fares alone by a working-class
family. It amounts to £3. gs. to £3. 18s. per annum and the duty
paid on it to 10s. or 115. There is probably little difference between
one working-class family and another at different income levels.

Taxis are mainly used by the higher middle and upper classes.
Part of the amount paid in duty on account of both buses and
taxis is a business expense, and is added to the taxes falling on
production in general (vide Chapter xvi).

The distribution of taxes on account of buses and taxis for
1937-38 was accordingly estimated as follows:

L ) £ 5.
100 9 350 17
150 10 500 Ig
200 11 1,000 30
250 12 2,000, etc. 40
3oo 15

The keeping of a private car obviously influences the use of other
means of communications. It is likely, however, that, taking
families with four members, buses and taxis will be used to some
extent in addition to the running of a car. The error involved is
minimized by the fact that the estimated burden of duties on buses
paid by the higher income groups is very small as compared with
their burden on account of keeping private cars, and quite infini-
tesimal as compared with their total burden of all taxes.



TasLe 52. The Burpen oF Motor Taxarion (Licence anp Fuer Duties) Accorping T0 HorseE-Power CATEGORIES.

Classification according to horse-power
.

4

-9

A
1. Average mileage per gallon 36-40
of petrol - (383-
2. No. of cars in each class 606,503

3. Proportion of cars in the 337
classes (%}

4. Petrol used per 1,000 miles 26-4
(in gallons}

5. Lubricating oil used per 0'58
1,000 miles (in gallons)

6. Total amount of licence 971
duty (in £ mill.}

7. Total amount of petrol 477
duty (in £ mill.)*

8. Total amount of oil duty 0012
(in £ mill)

9. Average amount of lacenre 611
duty paid per car {in £)

10. Average amount of petrol 7-85
duty (in £}

11. Average amount of oil 002
duty (in £)

12. Average amouut of licence 14°02

and fuel duties per car
{in £) 9+ 10+ 11

10-I1
B
3om

32&)
401,614

223

30+8
068
Jo3
370
002
754
923
003

16-8a

12-14
G
i
439,427
256
4265
0'94
439
5'87
o018
955
12-77
004

22:36

15-19
D
20—22
{21)

197,346
I11°0

476
105
240
2-82
0004

1215

14-29
004

26-48

Estimated, assuming an average of 9,000 miles covered per annum.

20-24
E
1 5—]8
(16%)
70,580
39
606
33
114
-28
0004
16-06G
18-18

005

3532

25-30
¥

12-16
(14)
50,256
2-8

714

1°57
1-05
1-08
0003
2085
23743
o-ab

42°34

31-39
G
12

9,276
0§

833
183
o024
023
00007

2536

2500
007

5943

Al
40 and over
H
10-12
(1)

3,090
o2

005
2°00
009
o08
0-0003

2g'0g
2727
07

5643

1937-38

Average (A}

or
Total (T}
23}

1,798,002
too

367
a8

16-05

‘19-83
0054
891

11'D1

003

> » 2 P od o8 3 2 » oHA

19°95 -



TaniE 53. Tae Burpen oF MoTor Taxamion {Licence anp Fuer
Duties) oN DIFFERENT-S1ZED CARS (WEIGHTED AVERAGES). 1937—38

Duty paid on a private car in 1g37-38

No. of cars in the
class

Proportion of cars
in the class

Licence duty
Petrol duty
Qil duty

Total of duties

Small car
(7-11 h.p.)
1,008,117

56-0 %

o oth

15

£

13
8

2

=~ ‘-JU"-JP"

—_

Medium-sized Large car Average car
car (2o h.p. in use

{12-1g9 h.p.) and over) (t2 h.p.}
656,773 133,202 —
366 % 7'4 % -

£ s d L s d L s d

1w 6 7 18 17 5 818 2

13 4 7 20 2 2 11 o 2

10 1 o 8

23 12 © 39 0 7 19 19 ©

TasLe 54. SoMe Cost ELEMENTS oF RUNNING A CAR IN 1937-38

. Motor licence duty
. Fuel duty

3. Price of petrol used
(ex tax)

. Third-party insur-
ance (approx.}

Licence duty®
Petrol duty?
(il duty
Driver’s lcence

Medium-sized Large car Average car
Small car car (20 h.p. in use
(7-11 h.p.) (12-1g9 h.p.} and over) (12 h.p.)
L s d £ s 4 £ s d £ 5 d
613 7 o 6 7 18 17 5 818 2
8§ 9 o 13 5 5§ 20 3 2 11 0 10
I1 13 © 8 5 7 27 16 2 15 4 5
510 o0 712 6 g 15 © 512 6
32 5 7 49 10 1 76 11 9 EWIS 11
TABLE 55. APPROXIMATE BURDEN OoF MoTor TaxaTioN ON SMALL,
Mzpium-s1ZED AND LARGE CARS. 1941-42
Small car Medium-sized car Large car
(6—g h.p.) (10-19 h.p.) (20 h.p. and over)
£ 5 d £ s d £ s d
10 4 © 15 5 7 30 2 0
2 0 © 211 8 4 0 ©
2 2 3
10 0 io o io o
12 14 2 18 7 5 34 12 3

' Weighted average, calculated on the basis of the number of cars registered
in September 1938 (last figures available), with due allowances in each
horse-power class for the probable laying up of cars in the current year.

* Based on basic ration of petrol. It amounted, from April-July 1941, to

5 gallons per month for 6—g h.p. cars, 6 gallons for 10-12 h.p., 7 gallons for -

13-15 h.p., 8 gallons for 16—19 h.p., and 10 gallons for 2o h.p. carsand over.
This ration was cut by one-sixth for the quarter August—October 1941, the
whole cut being deducted in October. For the November-January 1942
quarter the general reduction of one-sixth was continued, but horse-power
categories were slightly altered. New basic rations for the November—
January quarter were 13 gallons per quarter for 1~9 h.p. cars, 15 gallons
for 10 h.p., 16 gallons for 11-12 h.p., 18 gallons for 13-15 h.p., 20 gallons

16~1 h.p. and 24 rallons for 20 h.p. cars and over.
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TasLE 56. TuE BurpEn oF MoTtor Taxation (Licence anp Fuer Dures
AND Drivers’ Licences) oN IncoMes. ALL Famriy CATEGORIES

Income Income
per per
annum 1937-38 104142 annum 193738 194142
L s d L s d £ £ s d £ s 4
350! 15 12 7 12 14 2 5,000 63 2 7 34 12 3
500 15 12 7 12 14 2 10,000 78 11 2 34 12 3§
1,000 24 2 O 18 7 5 20,000 102 3 2 34 12 3
2,000 39 10 7 34 12 3 §0,000 117 11 g 34 12 3

' For single people and married couples only.

Note. (1) Mileage covered in 1937-38: 9,000 miles (assumed). Mileage
covered in 1941~42: 1,800-2,200 miles (limited by basic ration of petrol).
(1) For 194142 the keeping of one car only was assumed in all income groups.

Few data are available for estimating the burden of motor and
fuel duties on buses and taxis for 1941-42. The decrease in the
number of buses was not considerable, while the average mileage
covered per annum is in all probability curtailed by running fewer
buses in the black-out and for other purposes than for going to
work. Another factor to be taken into account is the increase in
the petrol duty, and the decrease in the use of buses for pleasure
purposes. It is not possible to take into account in the calculations
the big changes in the use of means of communications owing to
war-time changes in residence and occupation by a great part of
the population. i

The licence and fuel duties falling on buses and taxis may be
estimated at approximately 10 millions for 1941-42. A conjec-
tural distribution of the burden—allowing again for the use of
the depleted number of taxis in the higher incomes—may be
estimated as follows:

For a family of four (in skillings}

£ £ L 5.
100 8 350 14
150 g 500 I5
200 10 1,000 16
250 11 2,000, etc. 20

400 12



CHAPTER XIII. SMALL INDIRECT TAXES

1. Yield and Rates of the Duties on Cocoa, Coffee, Chicory, Dried Fruils,
Patent Medicines and Table Waters.

Previous investigations into the incidence of taxation calculated
an aggregate figure for the burden of the duties an cocoa, coffee,
chicory, dried fruits, etc. The fiscal importance of these small
duties is illustrated in the following table:

The Yield of Duties on Cocoa, Coffee, ete.
1941-42

r——*—)"—"*“"*'_\
(Budget  (Provisional
1913~14 1g25-26 1937-38 estimate) receipts)

Commodity £ mill. £ mill. £ mill. A4 mill. A mill,
Cocoa a3 07 09 175 2-20
Coffee and chicory o2 o2 01 023 034
Dried fruits o5 o6 o7 oB 1'52
Patent medicines 04 13 o7 o2’ —
Table waters — o4 o3 o2 o2l

4 32 2+7 298 427

! 'The duty on patent medicines was repealed as from 2 September 1941.

Lord Samuel® used the family budgets of 1go4, and the findings
of Lord Sumner’s Committee on the Cost of Living of the Working
Classes in 1918, in order to show the relative amount consumed
at different income levels. The Colwyn Committee mainly followed
Lord Samuel’s method, and in addition compared the distribution
of the consumption of raw cocoa, coffee and chicory with that of
the consumption of tea, The Committee assumed that dried fruits
and table waters probably affected in a greater degree the Jarger
incomes, and patent medicines the smaller incomes.

2. The Present Calculations.

The following tables show (4) the national per capita consump-
tion, and (4) some representative figures of expenditure at two

1 The Presidential Address of the Ri Hon. Herbert Samucl delivered 1o the
Royal Suatistical Society for the session 1918-19.
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income levels {working and middle classes), based on family
budgets:

(a) National Consumption of Raw Cocoa, Coffee and Chicory, and Dried Fruits
(quantities reiatned for home consumption in ounces per head per week)"

Ttems 1925 1936 1937 1938
Raw cocoa 073 111 1-00 101
Coffee and chicory 029 023 023 023
Dried fruits {currants 1-84 1-83 1'75 198

and raisins only)

(&) Expenditure per head per week on Drinking Cocoa, Coffee and Dried Fruits, at
different income levels (in pence; consumption figures, where available, in brackets)

Drinking Dried
cocoa Coffee fruits
t. Crawford budgets, 1936*
Working classes 078 044 064
{068 oz.) (1-54 0z.)
* Middle classes o7 15 13
. {05 0z.) {29 0z.)
2. Ministry of Labour budgets,
1937-38° .
Industrial working-class o4 o2y 106
households .
3. Middle-class budgets, o436 o-86 —
1938-39 . (o240z) (o5 o0n)

* Sir William Crawford and H. Broadley, The Peopic’s Food (Heinemann,
London, 1938).

#"“Weekly Expenditure of Working Class Households in the United Kingdom
in 1937-38°, Ministry of Labour Gazette, December 1940 (H.M. Stationery
Office, London}.

The results of family budget surveys—though differing in so far
as absolute expenditure and consumption are concerned—may
indicate that the working classes consume more cocoa as a drink
than the middle classes, whereas the middle classes consume a far
larger quantity of coffee. The bulk of raw cocoa is of course con-
sumed in the form of chocolate and other manufactures. This item
is not, however, included in the family budget figures. Chocolate
consumption, as shown in the sugar memorandum, in€reases as
income rises. It is impossible to give exact figures of the amount
of raw cocoa used in drinking preparations and in other manu-
factured goods. Figures relating to the proportionate output of
the different cocoa preparations, as given in the Census of Produc-
tion for 1935 (published 1940), are not helpful, as they include

1 Customs and Excise publications, H.M. Stationery Office, London.
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other raw materials (principally sugar, nuts, condensed milk and
milk powder).

Following the method of Lord Samuel, we calculated, on the
basis of the yield, the average duty paid per family, and estimated
then its distribution among the different income groups on the basis
of their expenditure on these goods, as ascertained from the family
budget surveys. The Crawford budget figures were used for the
higher income groups, i.e. above £250, and the Ministry of Labour
figures for the lower groups, i.e. below £250. The expenditure
figures were weighted according to the yield of the various duties.
In this way the relative expenditure on cocoa preparations, coffee
and dried fruits was obtained for the different income groups.

3. Estimates for 1937-38.

The average vield per family for 1937-38 was approximately 4s.
This figure makes allowance for those persons who do not live in
a family. To allocate the average burden per family to the different
income groups, we took into account the relative amounts of cocoa
preparations, coffee and dried fruits consumed by the different
income groups, as mentioned above. Other factors, namely the
consumption of coffee outside the home, the consumption of Em-
pire dried fruits,* the duty on table waters and medicines, and the
distribution of families into income groups, were also taken into
consideration. The following figures of the burden of these items
for different families were estimated:

TasLE 57. THe BURDEN oF SMALL INDIRECT TaAxESs
(Cocoa, CorFEE, ETC.) ON INcOMES. 1937—38

Number of persons in family
Income - "

group Cne Two Three Four Five
£ 5. d. 5. d. 5. d. 5. d. 5. d
100 1 6 2 o 2 3 2 6 3 o
150 2 0 2 6 3 0 3 6 4 ©
200 2 6 3 o0 3 6 4 © 4 6
250 3 © -3 6 4 3 5 0 5 6
300 3 6 4 © 5 © 5 6 6 6
350 4 © 4 6 5 6 6 6 7 ©
500andover 4 6 5 6 7 © 7 6 8 o

4. Estimates for 1941—42.

For 1941—42 there were no changes in the rates of these duties,
but the duty on patent medicines was repealed. The estimated

1 Empire dried fruits and home-grown chicory are free of tax.
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yield is roughly on the 1937-38 level. War-time conditions have
brought several changes in consumption. The rationing of tea has
given an incentive to coffee drinking, and changes have taken
place in chocolate consumption (dealt with in the sugar memo-
randum). The aggregate of these changes, however, is not con-
siderable, as their influence is not all in the same direction. The
figures given in the above table are therefore representative for
.1941—42 as well as for 1937—38."

5. Comparison with Previous Enquiries.

The following table shows at a glance the burden of the small
indirect taxes hitherto meéntioned in various previous enquiries as
compared with the present enquiry:

TaeLE 58, THE BURDEN OF SMaLL INDIRECT TAxEes (Cocoa, COFFEE, ETC.)
on Incomes. A ComparisoNn wiTH PrEvious ENQUIRIES

{Family of five)

1g0g-04 and

1913-14
(Lord Samuel 181849 192334 152526 193738
Income and Colwyn (Colwyn (Colwyn (Colwyn (tg.is
group Committee) Committee) Committee) Committee) enquiry)
L 5od s d. 5. d 5o d 5. d.
50 1 o — — — —
100 2 o 10 o 8 3 6 o 3 o
150 3 o n b g9 © 6 6 4 0
200 4 0 14 © 9 9 6 g 4 6
250 4 o - = 6 9 6
300 4 O — — 6 g g 6
350 4 0 — — 6 9 o
500 and over 4 0 15 © o 6 6 g )

6. The Duty on Malches, -

Part of the burden of this duty falls on private households, while
the greater part falls on consumers of tobacco. The Colwyn Com-
mittee allocated the total burden in the same proportion as the
duty paid on tobacco by each income group. Other enquiries
added its yield to the small indirect taxes and allocated it arbi-
trarily to incomes. The yield of the duty on matches amounted
to £4-4 millions in 1937-38. In spite of the very considerable
increase of the rates in April 1940, provisional teceipts for 1941—42
were only £5-5 millions, as practically all imports were cut

1 As provisional receipts for 1941—42 show increased yields of these duties above
the 1937-38 level, the burden for 1941-42 is underestimated.
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off. It can be arbitrarily estimated that in 1937-38, say, £3
millions should be allocated on tobacco consumers, and £1-4
millions on households. In 1941-42, taking into account the
prevailing shortage, a more probable division would be an alloca-
tion of £3-5 millions on smokers and £2 millions on households.

7. The Processing Tax on Milling (Wheat Levy).,

The Wheat Act of 1932 provided for a wheat subsidy of the
deficiency payment type, to be paid out of a processing tax on
milling. Every sack of flour milled in Great Britain or imported
into the country paid the levy; the aim of the subsidy was to bring
up the price of home-grown wheat to 1os. per cwt, The subsidy
therefore fell when the price of wheat rose. Although the figures
for this tax do not enter into Budget estimates, it is an indirect
tax, borne by the community, in every sense except in form, and
it is therefore included in the present calculation. Quota pay-
ments, as enacted by the Wheat Acts, varied considerably, fluctu-
ating in the cereal year 1937-38 from 2-4d. to 9-6d. per cwt., in
1938-39 from 16-84. to 31-2d. per c¢wt., and in 1g39-40 from
16-84. to 26-4d. per cwt. The Revenue figures, as given by the
Wheat Commission, were approximately £1+7 millions for 1937—
38, £92 millions for 1938-39, and £5'5 millions for 1939-40.
Taking into account the negligible variation in flour consumption
between the different income groups, the estimated tax burden
on the average family (of 3-6 members} was 25. gd. in 1937-38.

By the Agriculture Act, 1940 (in the Wheat Order under that
Act),’ quota payments were suspended as from 5 May 1940. This
tax does not therefore figure in our estimates for 1941—42.

8. The Coal Levies.

There are at the moment two coal levies in operation: () the
coal mines guaranteed wage levy,? and (4) the coal mines war levy.3
The guaranteed wage levy is raised for the purpose of paying the
costs of the guaranteed working week under the Essential Work
Order, 1941. It amounts to 64. per ton (which is the maximum
amount allowed to be raised) and is payable to the Central Com-
pensation Fund, established by the Central Council of Colliery
Owners. It came into force at the beginning of June 1941 and its
total yield in a year, at a rate of 6d. on the basis of the total turnover

1 S.R. & O. 626, 2 Cmd, 6278. 3 Cmd. 6236,
SR 13
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during the first quarter of 1941—42, has been estimated at £4'5~
£4-75 millions per annum.! The coal mines war levy (not ex-
ceeding 6d. per ton on all coal sold) is raised in order to pay
compensation to collieries which have suffered loss of trade in
consequence of the war loss of export markets to a greater extent
than the average loss of trade sustained by the industry as a whole.
The scheme has been in force since the beginning of January 1941,
although it did not come into operation until much later. The
actual amount collected for the Central Scheme was originally 3d.
per ton, reduced in September 1941 to 24. per ton.?

It was intended that the first levy should be included in the
prices charged to consumers,® but the second levy has not been
specifically included in any price increase, and the extent to which
it may be included will depend upon the financial results of each
district. {There is no differentiation in this respect between house-
hold and industrial coal. The only differentiation hitherto adopted
was in regard to the Lancashire price increase on 15 May 1941,
which provided for an increase of 2s5. 3d. on industrial coal and
1od. on domestic coal.) Owing to this factor and to the different
forms of coal consumption of households, as well as to the differing
incidence of the levy on industrial coal, and to the differential
method of price regulation, it is not possible to make reliable
estimates of the burden of these levies on different income groups.
It is very probable that both levies will ult1matcly be shifted on
to the consumer, and that this will be so in whatever form coal is
used in the household, whether directly or in the form of gas,
electricity, etc. In addition, the levy on industrial coal may also
be shifted on to consumers in the prices of goods. Taking into
account the prospective yield of the levies (at rates actually col-
lected), the usual outlay on fuel by different households (partly
ascertained by family budgets) and including allowances for the
burden of the levy on industrial coal, it appears that the burden
of the coal levies per family may be of the order of 35.—6s5. per
annum. These levies have been taken into account in our estimates
v The Economist, 31 May 1941, p. 722. As the levy is collected at a much lower
rate, the yield will be correspondingly much smaller.

2 The operation of this levy in regard to payments fo the coltieries was altered
in a recent order of the Board of Trade. (Vide The Economist, 17 January 1g942.}
8 In practice the Mines Department withholds its autherity for price increases,

except when the need for them is proved. The actual rate of the levy was t{d.
per ton in September 1941. (Vide The Economist, 20 September 1941.)
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for 1941-42. But it must be confessed that they represent a
marginal case, and opinions may vary on the propriety of including
them. The difference made to the estimates of the total burden
of taxation is, of course, negligible.

g. The combined burden of the duties on household matches and
on flour for 1937-38 can be put at 5s. for all income groups, while
the combined burden of the duty on household matches and on
coal in 1941—42 will vary from 10s. 6d. to 15s., according to in-
come level. The combined burden of these levies and of the small
indirect taxes on a family of four can be estimated as follows:

TABLE 59

THE BUurRDEN oF SmaLL INDIRECT TAXES, mNeLUDING
WHEAT LEvy Anp DuTy o8 MATCHES, 1937-38

Income group Duty payable Income group Duty payable
£ per annum dy £ per annum s d.
100 g 6 300 10 6
150 6 350 11 6
200 g o 500 and over 1z 6
250 10 0

THE BUrRDEN OF SmaLL INDIRECT TAXES, INCLUDING
CoaL Levies aNp DuTy oN MATCHES., 194142

Income group Duty payable Income group Duty payable
£ per annum &od. 4 per annum d.
100 8 6 300 13 b
150 10 6 350 14 6
200 i & 500 and over 15 6
]

250 12

13-z



CHAPTER XIV. SOCIAL INSURANCE
CONTRIBUTIONS

For the purposes of the present enquiry social insurance contribu-
tions are regarded as taxes, a procedure similar to that followed
in the White Papers® on National Income and Expenditure. It
can be argued that social insurance contributions are not taxes
because there is a quid pro quo for them, but it is not intended
to enter into discussion of this controversy. Nor is it intended,
by including the burden of social service contributions, to evaluate
the addition made to working-class incomes by expenditure on
the social services, as this is outside the scope of the present en-
quiry.

The burden of the contributions on employees has been allocated
in the present enquiry to the incomes of the contributors, while
the contributions of the employers have been regarded as taxes
falling on production gencrally. The term ‘social insurance con-
tributions’ is used in the narrower sense of the term, viz. to include
only contributions to Unemployment Insurance, National Health
Insurance, and Widows’, Orphans’ and Old Age Contributory
Pensions. All three schemes have the common feature that they
are compulsory, are based on actual employment, and involve
regular contributions from employees and employers. The weekly
rates of contributions for 1937-38 and 1g941—42 are given in
Table 62. The rates of Unemployment Insurance contributions
refer to the so-called * General’ Scheme (mainly industrial workers),
and therefore those insured under the Agncultural and Special
Schemes are excluded.

Table 60, based on the rates as given in Table 62, shows the
yearly contributions payable by employees in 1937-38 and 1941~
42. The figures, which are calculated on the basis of 52 weekly
contributions a year, show the maximum burden per person.
Owing to sickness and unemployment, during which no contribu-
tions are payable by the employee, the average number of weekly
contributions was taken with 44 for 193738 and with 48 for

104142,
1 Cmd. 6261, 1941 and Cmd. 6347, 1942,
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TapLe 60. TrE BURDEN OF EMPLOYEES' SociAL INsUrAncE CONTRIBUTIONS
{52 weeks” contributions)

1937-38 1941—42"°

£ s d. L5 d

Males =zi1-64 4 2 4 415 4
18-20 318 o 4 11 0

1617 3 5 © 413 8

1415 17 4 17 4
Females 2160 3 5 © 4 2 4
1820 3 o 8§ 318 o

16-17 2 g Io 3 2 1o

14-15 17 4 17 4

! At current annual rates, as in force on and after 5 January 1942.

The figures in Table 61 illustrate the percentage burden of
social insurance contributions on wages. Ascan beseen, the burden
is light, although, as it is levied at flat rates, it is regressive on
individual incomes.

TanLE 61. THE PrrRCENTAGE BURDEN OF SociaL INSURANCE
CoNTRIBUTIONS ON WEEKLY EARNINGS

Percentage paid in contributions
for the threc social insurance

Weekly schemes by adult males
earnings - A \
{shillings) 1937-38 194142

33 43 5@
40 40 44
45 35 39
50 32 35
35 29 32
6o 2-6 29
65 2°4 27
70 23 2'5
15 21 23
8o 20 2-2

The receipts from social insurance contributions in Great Britain
for 1937-38 made a total of £104-5 millions, of which f42'5
millions were from Unemployment Insurance (General Scheme
only), £29-8 millions from the National Health Scheme, and
£32-2 millions from the Contributory Pensions Scheme.” Half
the total (£52-25 millions) was contributed by employees, the
other half by employers. The number of persons insured for the
same year {July 1937) was 13,244,000 under the Unemployment

1 On the basis of the annual Reports of the Ministries concerned.



198 SOCIAL INSURANGCE CONTRIBUTIONS

Insurance (General) Scheme,* and 21,127,000 under the combined
Health and Pensions Scheme. The average annual burden per
insured person was therefore £1: 12s. 0d. under the Unemploy-
ment Scheme, and £1. gs. 34. under the Health and Pensions
Scheme, making the average total burden £3. 1s. 34.

The aggregate burden of social insurance contributions on any
particular social family depends upon the number of earners on
the one hand, and their age and sex on the other, We know that
the average number of earners in working-class families in 1937~
38 was 1-75; this figure may vary, however, between different
income levels, and there is reason to believe that the average
number is less than 1-75 in the lowest group. Moreover, the
differences in the rates of contribution due to sex and age, as can
be seen in Table 60, are so considerable that no theoretical calcula-
tion of the burden on the social family can be made. It is worth
mentioning that according to the Ministry of Labour family
budget survey the burden of social insurance contributions amounts
to 2 per cent of the total expenditure (and probably also of the
income) in industrial households., A survey on spending in
Gloucester found the same percentage for a recent date (April
1941). It was 2-2 per cent in Glasgow (June 1941} and 2-1 per
cent in Leeds (January 1942).%

For the purpose of this enquiry, which is to calculate the burden
on a tax-paying family, the problem presents itself in a simplified
form. The children included in this family, as defined by income-
tax laws, are dependent children under 16 years of age; they are
therefore not wage-earners and do not pay social insurance con-
tributions.3 The definition of the tax-paying family does not
exclude the earnings of a wife. A typical case in working-class
families is that of a wife doing some casual domestic work. In
this case she is liable to the Health and Pensions Scheme only,
and her share of the contributions is frequently, in fact though not
in law, paid by her employer. In allocating the burden of social
insurance contributions to tax-paying families at different income
1 The figures refer to insured persons aged 16-64 under the General Scheme.
They exclude juveniles, and persons insured under the Agricultural Scheme

and the Special Schemes for insurance and banking.

2 These surveys were conducted by Mr C. Madge, under the aegis of the National
Institute.

3 Income-tax laws allow an annual income of up to £50 per dependent child,
but this can in practice be disregarded when calculating tax burdens.
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ievel®, only the contributions of the head of the family have been
taken into account. The shortcomings of this assumption are
illustrated by the fact that in the pre-war years more than one-
fourth of all women .insured under the Unemployment Scheme
were married; and their proportion was a fourth to a fifth uader
the Health and Pensions Scheme, For 1937-38 the burden of the
social insurance contributions has been allocated to all incomes
up to f£250 per annum, as all three schemes were, generally
speaking, compulsory up to this level. For 1941—42 the burden has
been allocated to each of the standard incomes selected for this
enquiry up to and including £450 per annum. This is justified
by the increase in earnings on the one hand (all three schemes
are compulsory for manual workers, whatever their earnings), and
on the other hand by the inclusion of non-manual workers with
incomes up to £420 per annum in the Unemployment Insurance
Scheme as from 2 September 1940, and in the Health and Pensions
Scheme as from January 1g42.

The employers’ contributions to the social insurance schemes
amounted to £52-25 millions in 1937-38." This sum can be
regaxled as a burden falling on production generally, and has
therefore been added to the lump sum of other general industrial
taxes, such as the duty on industrial petrol, the motor vehicle
duties so far as these relate to commercial vehicles, and Post Office
net receipts from business (sece Chapter xvi).

Another factor worth mentioning is that all men aged 16 or
over serving in the ranks of H.M. Forces are, irrespective of their
pay, insured under the National Health Insurance and Contribu-
tory Pensions Acts. Their weekly rates of contributions are lower
than the normal rates. They are—as in force from 5 January
' 1942—health insurance 4d., paid by the State; pensions 1s. 1d.,
out of which 61d. is payable by the insured. The same rates and
conditions are in force for the insurance of men engaged in so-
called ‘war occupations’. For women in ‘war occupations’ the
rates in force are 34d. for health insurance and 634. for pensions;
out of the latter 5d. is payable by the insured person.

1 The charge on industry on account of Workmen’s Compensation was not
regarded as a tax for the purposes of the present enquiry. The charge on
industry on that account was estimated at £13 millions for 1937. (Vide
Workmen's Compensation Statistics, Home Office, Cmd. 5955, 1939.)
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TasLE 62. THe WEEKLY RaTES OF Social INSURANCE CONTRIBUTIONS

Insured persons
L4 A Bl
1937-38 194142’ '
r A N A
Unem- Health & Unem- Health& .
ployment Pensions Total ployment Pensions Total
s. d. 5. d. 5. d. 5. d. 5. d. 5. d.
Males aged 21-64 9 10 T 7 10 I © 1 10
18-20 8 10 1 6 9 I © 1 9
16-17 5 10 I 3 5 I o T 5
14~15 2 2? 4 2 2 4
Females aged 21-643 8 7 1 3 g 10 I ¥
18-20 7 7 1 2 8 10 1 b
16-17 4% 7 1} 4% 1o 1 2%
14-15 2 27 4 2 2 4
Employer
1937-38 194142
i A- Ty —*
Unem- Health & Unem- Health &

ployment Pensions Total ployment Pensions Total

5. d 5. d. 5. d. 5. d. £od 5
Males aged 21-64 g 1o 17 10 I o I
1820 10 1 b g I 0 1
16-17 5 10 I3 5 I © 1
14-15 2 2 4 2 .2
Females aged 21-64? 8 7 1 3 g 9 I
18-20 7 7 1 2 9 1
16-17 4} 7, 11} 4} 9 1
14-15 2 2 4 2 2

! At current annual rates, as in force at 5 January 1942. The rates as shown for
1937-38 were in force up to 5 August 1940 for Unemployment Insurance
and up to 1 July 1940 for Health and Pensions. Contributions to the
National Health Scheme were increased by 2d. (shared equally by em-
ployers and employees) as from 5 January 1942 under the Nafional Heaith,
etc. Act of 1941.

* Since December 1937.

3 It may be mentioned that for women aged 60 and over and men aged 65 and
over, the employer’s share only of the contribution has to be paid, as from
1 July 1940.

Noite. Concerning Unemployment Insurance, the rates for the General Scheme
only are taken into account. The Agricultural Scheme, which is of minor im-
portance for our purposes, is disregarded. Its relative importance is illustrated
by the fact that contributions to the General Scheme are of the order of £40-45
millions, whercas those to the Agricultural Scheme are of the order of £o-8
million {rates of contribution to the Agricultural Scheme are approximately one-
third of the rates for the General Scheme).

10
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CHAPTER XV. POST OFFICE NET REVENUE

Previous investigations into the incidence of taxation, with the
exception of that of Lord Samuel, described in his Paper on ‘ The
Taxation of the various classes of the People’, did not deal with
the receipts of the Post Office. The Colwyn Committee’s Repert
excluded Post Office net revenue on the grounds that Post Office
receipts were not classified as tax revenue.

The first question to decide is how far Post Office receipts can
be regarded as a tax. Lord Samuel paid great attention to this
in his Paper. He rightly rejected the view that total receipts should
be regarded as revenue drawn from the public, and the expendi-
ture of the Post Office taken as part of the expenses of government,
as also the view that none of the revenue of the Post Office repre-
sented taxation. Whether or not the revenue should be regarded
as made up of an ordinary rate of commercial profit (non-tax
revenuce), and anything above that as taxation, was more difficult
to decide. ‘If’, to quote Lord Samuel, ‘the matter were to be
treated on commercial lines, the whole profit would be distributed,
sooner or Jater, among the proprietors. The State, however, with-
holds it from the citizens to whom it belongs, and by keeping that
profit is able to abstain from imposing taxation of equal amount
in other ways. In other words, if the Post Office were run so as
to pay its expenses and nothing more, additional taxation would
have to be imposed to make up the revenue which is required.’
Lord Samuel came to the conclusion that the net revenue only
should be regarded as a tax. ‘This conclusion was reached by
most of the authorities who were consulted by the Royal Com-
mission on Local Taxation—Sir E. Hamilton, Lord Courtney,
Professors Bastable, Marshall and Sidgwick, and Mr Sanger. It
has subsequently been adopted also by Sir Bernard Mallet.’

Lord Samuel went on to point out that ‘the data for allocating
this burden’ (i.e. the burden of the net revenue) ‘among the
various classes of the population are scanty. In his book British
Budgets (published in 1913) Sir Bernard Mallet estimated that the
income tax-paying classes contributed thirteen-eighteenths of this
revenue, and the other classes five-eighteenths. Sir Charles King,

t Presidential Address to the Royal Statistical Society, 21 January 1919.
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the experienced Comptroller and Accountant-General of the Post
Office, tells me that, although there are no figures in his Depart-
ment on which a reliable estimate can be based, he has come to
the conclusion that the income tax-paying classes contribute “at
least three-fourths™ of the net revenue. The two estimates, there-
fore, correspond very closely, and we may accept the figure of
thirteen-eighteenths for our present purpose. Sir Bernard Mallet
estimated also that the income tax-paying classes number one-
ninth of the population. . . .For allocating this head of taxation
among the sub-divisions of the population there are here, again,
no trustworthy data. QOur variations from the two main figures
must necessarily be arbitrary. It should be remembered that almost
all the Post Office profit is derived from the letter post, and that
this in turn consists in an overwhelming proportion of business
communications. A small tradesman with £300 a year is likely
to contribute to this head of revenue a much larger sum than a
clerk with an equal income. It may be contended also that the
cost of postage, in the case of businesses, is a trade expense which is
distributed, in the long run, over the community. It is hardly
necessary, however, to pursue the question of incidence to this
further stage, for the sums involved are comparatively so small
that our main conclusions cannot be appreciably affected.’

It is not clear from Lord Samuel’s figures how far, if at all, the
principle of the Post Office charges as a trade expense has been taken
into account, and whether the figures given by Lord Samuel refer
to the distribution of the total net revenue, which seems to be the
case, or only to the net revenue of non-business origin.

" For the purpose of the present calculation net receipts have been
regarded, in accordance with Lord Samuel’s views, as the tax paid
on account of the use of postal services. It should be noted that
the Chancellor of the Exchequer’s net receipts on account of Post
Office revenue are not identical with the net receipts of the Post
Office. Although the Post Office pays over the whole of its surplus
to the Treasury, for the years 1933-34 to 193g—40 only a standard
sum was retained by the Exchequer, the remainder being handed
back to the Post Office for commercial development and any
shortage being made good by the Post Office so far as the balance
of the accumulated excesses permitted. The net receipts of the
Exchequer include wireless net receipts, and (until its exhaustion
in 1939-40) a certain sum from the Post Office Fund. The Ex-
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chequer’s net receipts on account of the Post Office amounted
to £11-3 millions in 1937—28 and £15:3 millions in 1940-41. The
Budget estimate for 1941—42 was £35'3 millions. The figures for
194041 and 1g41—42, however, do not represent the true position,
as actual net receipts (in other words, the tax burden for the use
of postal services) are higher, if allowance is made for the cost of
services rendered to other Government Departments without pay-
ment. These services are distinctly paid for by the public, as each
year a certain sum is included in the expenditure of the Post Office
on their account, against which there is no corresponding sum
under income (i.e. the expenditure and income figures used for
the calculation of the net receipts). In pre-war years, and there-
fore in 1937-38, this sum (about £2-5 millions) was regarded as
roughly offset by the cost of services rendered to the Post Office
by other Departments without payment. Under war-time con-
ditions, however, this sum has grown rapidly, as the services of
the Post Office are used to an increasing extent by other Govern-
ment Dcpartments. The figures are further complicated by a
change in the Exchequer accounts in the allocation of expenditure
between Votes and Votes of Credit. Allowing for both these dis-
turbances the adjusted figures of net receipts (representing the
taxation borne by the users of postal services) can be put at 19
millions for 194041, and tentatively estimated at /14 millions
for 1941—42.

The total receipts of the Post Office for the year 193738
amounted to £86-6 millions, of which approximately £ 40 millions
represented private expenditure on all services of the Post Office.!
On the basis of the Ministry of Labour family budgets, collected
during 1937-38, the average working-class family spent 5d. per
week on postal services, making a total expenditure of approxi-
mately £11 millions for this social class. To this amount the
proceeds of wireless licences have to be added. Two families out
of every three in 1937-38 took out such licences, the number of
licences being 8,187,398 on 30 June 1938, and the number of
families over 12 millions in that year. £3-3} millions should
therefore be added on account of wireless licences to the 11

I Mr Feavearyear’s Paper on ‘The National Expenditure, rg32’, in thc
Economic Fournal of March 1934 ; Colin Clark, National Income and Outlgy (Mac-
millan & Co. 1937); The Home Market, published under the acgis of the London
Press Exchange (Allen & Unwin Lid., London, 1939).



204 POST OFFICE NET REVENUE

millions spent by the working classes on postal services, making a
total expenditure for the working classes of £14-15 millions, or
roughly 35 per cent of the total Post Office receipts on account.of
private expenditure. The remaining £25-£26 millions, or roughly
65 per cent, was contributed by the middle and upper classes.
These figures relate to total receipts, and are therefore only of
indirect interest, as it is the net receipts which it is necessary to
allocate to the various incomes.

Lord Samuel stated in his Paper that almost all the profit of
the Post Office was derived from the letter post. Since then the
telephone has rapidly developed, while the telegraph service has
continued to show a loss. There has been a great development in
broadcasting, with a consequent increase in the net revenue ac-
cruing to the Exchequer on account of wireless licences. In spite
of this the greater part of the net revenue still comes from postal
receipts (stamps, money orders and postal orders), the profit of
the Telephone Department only lately being greater than the loss
of the Telegraph Department. Taking an average of the years
13137 the rate of profit on the turnover was 24'56 per cent for
postal services, 5 per cent for the telephone service, and the deficit
on account of the telegraph service was nearly 20 per cent. It can
thus be seen that the postal services are still the main net revenue
producers, and that these services in turn are used overwhelmingly
by business. The contribution of business to the net revenue, taking
into account the loss in telegraph services (used mainly by busi-
ness), has been estimated at £6-3 millions, leaving £5 millions on
account of private use of the services of the Post Office. Working-
class expenditure on Post Office services is mainly on postage
stamps, postal orders and money orders, and wireless licences. As
the rate of profit on the total turnover for postal services and for
the turnover of the working classes have been estimated, the
working-class share in the production of the net revenue can be
put at' £2 millions, and that of all other classes at £3 millions.
On this basis the burden on an average working-class family
amounts approximately to 4s., on an average family to 8s., and
on an average well-to-do family to £1. 25. A further distribution
was attempted on the basis of Lord Samuel’s figures, and the shape
of the curve was found to be less steep in the higher groups. It was
not considered right to assume, as did Lord Samuel, that the
income tax-paying classes are paying such a high proportion of
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non-business net revenue. Table 63 shows estimates of the burden
of the Post Office net revenue:

TaeLE 63. ThHE BurpeNn oF Post OrrFice NET REVENUE oN INcoMEs

{Net Receipts for the different years in brackets)

Lord Samuel (family of five) Qur estimaltes
- N (average family)

Income 190304 191314  1g18-19 193738

group - (£4'3 milk.} ({6 2 mill.) (£6 mill.)  {f11g mxlI )

L £ s d £ 5 d £ s
50 1 0 1 4 —

100 2 0 z 8 2 ©
150 4 © 5 4 3 0
200 b o 8 o 4 ©
250 — — 5 0
300 ; - 7 ©
350 - g ©
500 I 0 o 1 6 o 15 ©
1,000 ¢ o 5 6 o 110 ©
2,000 and over 8 oo 10 10 © 110 O

It should be emphasized that columns 2, 3 and 4 in Table 63 are
not strictly comparable, as Lord Samuel’s figures very probably
involve the distribution of the whole of the net revenue, whereas
our figures refer only to the revenue which is of non-business
origin. In our calculation, to take Lord Samuel’s example, the
burden on a small trader and the burden on a clerk in the same
income group are the same, as the expenses of the small trader
on account of his business are allocated to the whole community,
since he is likely to shift such expenses on to the community in
the prices which he charges for his goods.

The Burden of Post Office Net Revenue in 1941-42

Postal charges were increased in the Budget of April 1940. The
percentage increase was not similar for the different services. It
was lowest in the case of telephone services (c.g. 15 per cent on
subscribers’ rentals). The basic rate for inland ordinary telegrams
{9 words or less) was raised from 6d. to od. The main postage
increases were 1d. per packet on each inland and Imperial letter
or postcard, $d. on each letter or packet of other classes, and
1d. on each inland parcel. Adjusted Post Office net receipts were
estimated, as mentioned above, at £14 millions for the current
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year,! Expert opinion considers that the whole of this amount will
be derived from the postal service.

Owing to war-time conditions the position of the telegraph and
telephone services has changed since 1937-38, and it is reasonable
to assume that, notwithstanding the increased charges, the private
user pays for his services and no more. Also there has been a
marked change in the position of wireless licence receipts, and
generally speaking it can be assumed that the revenue is sufficient
to meet the expenses of the broadcasting services provided for the
domestic listener, but leaves no margin, These assumptions leave
only the postal service for consideration, The net revenue for the
current year is received on a smaller postal traffic than in 1937~38,
although on a higher scale of charges than in that period. While
the decrease in traffic is mainly on account of loss of business
traffic, the increased charges have no doubt hit the business users
harder than the general public. It does not seem unreasonable
to assume that the diverging factors very roughly offset one another,
and that business and pnvate users have both been sub_]ect to the
same percentage increase in the burden.

We assume that out of the £14 millions net revenue, say £7'5
millions is on account of business use of postal services, and the
remaining £6-5 millions is on account of private use. The distribu-
tion of the burden on the latter account among different income
groups is probably the same as in 1937-38. At present all groups
are being taxed only in so far as postal services are concerned,
whereas in the case of wireless charges (an iniportant item for the
lower groups) and telephone services (an important item for the
higher groups) only the costs of operation are covered.

The burden for 1941-42 on the average family may be estimated
as follows:

Tanre 64. THE BurpEN or Post OrricE NET REVENUE ON INCOMES. 194142

Income group £ 5. du Income group £ s
£ £
100 2 6 400 8 6
150 39 350 11 ©
200 5 O 500 18 6
250 7 3 1,000 117 ©

1 Exchequer receipts for 1941-42 amounted to 157 millions, instead of the
estimated £3-g millions. It is probable therefore that adjusted Post Office net
receipts were higher than the estimates given above. In consequence the figures
in Table 64 are underestimates.



CHAPTER XVI. TAXES ALLOCATED ON
GENERAL EXPENDITURE

(ProTECTIVE DUTIES, TAXES oN PRODUGTION
IN GENERAL, AND THE PurcHASE TaAx)

1. Introduction.

The burden of several indirect taxes, such as the protective
duties, the taxes falling on production in general and the purchase
tax, cannot be allocated on personal incomes in the same way
as tea and sugar duties. The goods and services on which these
taxes are levied—or at least the great majority of them®—although
in general use by all classes of the people, are not purchased at
regular intervals. Thus the actual amount spent on these goods
will differ not only from one income group to the other, but also
from one family to another on the same income level, owing not
so much to differences in taste, as in the case of tobacco, but
rather to differences in family circumstances. Thus any estimate
of the average burden of these duties at different income levels
that is based on average periodic expenditure on the goods and
services involved must be largely hypothetical.

Among the difficulties of calculating the burden may be men-
tioned the following. In the first place it is not possible to delimit
the precise scope of these taxes. Protective duties, for example,
are levied on many hundreds of imported goods. Some of these
are final goods ready for consumption, such as imported fruit;
others enter into consumption combined with home-produced
goods, such as imported silk. Imported raw materials, such as
timber, are used in varying degrees in the production of a large
number of home-produced goods. As regards employers’ social
insurance contributions, it is assumed in this Report that they
enter into the prices of goods and services; it is probable that they
affect to some degree all goods and services sold, although a search-
ing analysis might find certain kinds of services which are un-
affected by them. We have attempted to overcome this difficulty of
calculation by relating the burden of these taxes to broad categories
of expenditure. Thus protective duties were related to expenditure

1 Foodstuffs are a conspicuous exception.
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on consumption goods, and industrial taxes to expenditure on
goods and services in general. The possible error in using broad
categories instead of strictly limited categories, like expenditure
on entertainments or on tobacco, is obvious.

The second difficulty involved is to find out what proportion
of the price paid for any particular goods or services can be re-
garded as the tax, on the assumption that it fully enters into price.
In the case of the purchase tax the difficulty involved is not large,
as there were, until the Budget of 1942, two ad valorem rates only,
although the average rate will vary from one income level to another.
In the case of protective duties an exact solution of the problem is
almost impossible, as these are a mixture of ad valorem and specific
duties, complicated by Empire preferences and quotas. In order to
make an estimate, we decided, first of all, to treat all these taxes
as if they were ad valorem duties (which in the great majority of cases
they are) and, secondly, on the basis of the actual or estimated yield
and the estimated aggregate expenditure on goods liable to thesc
imposts, to calculate the average rate of duty.

The third difficulty in the calculations is the very scanty informa-
tion available about the expenditure of the community in general
and of the different income groups in particular. While we made
use of most of the available sources of information,” the reliability

1 Use was made mainly of the following family budget surveys: Sir John Orr,
Food, Health and Income {London, 1937); Sir William Crawford and H. Broadley,
The People’s Food (London, 1938); ‘Weekly Expenditure of Working Class
Households in the United Kingdom, 1937-38°, Minisiry of Labour Gazelts,
December 1940; S. Rowntree, Poverty and Progress, 194.1; Social Survey of Mersey-
side (Liverpool, 1934); The New Survey of London Life and Labour, 1930-35.
For middie-class expenditure, etc. the following additional sources were used:
D. Caradog Jones, ‘Cost of Living of a Sample of Middle Class Families',
F-R.8.8 1928, pp. 463-502; L. R. Connor and B. Archer, Middie Class Cost of
Lizing (quoted in L. R. Connor’s Ststistics (1934}, p. 230 {refers to family
budgets of tax inspectors)); P. K. O’Brien, ‘A Middle Class Budget Enquiry’,
Review of Economic Studies, 193637 (refers to secondary school teachers) ; “ Middle
Class Budgets® quoted by O’Brien; Allen and Bowley (in Famaly Expenditure,
1935); C. Clark (in Conditions of Economic Progress, 1940, p. 440) ; a recent middle-
class family budget survey for 1938-39 for those working in offices, supplied
confidentially for the purposes of the present enquiry; for recent working-class
savings also C. Madge, *The propensity to save in Blackburn and Bristol’,
Economic Journal, 1940. The data used were adjusted to cover our periods. We
also made other allowances, if the data were contradictory to other evidence
or to figures of total expenditure. Owing to the deficiencies of the existing
statistics on expenditure, some arbitrariness in our procedure was inevitable.
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of these data, especially as regards middle-class expenditures, is
guestionable. As no data are available on the expenditure of the
higher classes, the estimated burden on these groups is even more
conjectural than those on the other groups.

We employed, broadly speaking, the same method in estimating
the burden of each of these categories. We deducted in each case
from the total statutory income those parts of the income which
do not bear the burden of the tax and assumed that the tax
burden is in proportion to the rest of the income. The types of
deductions made differ in each case; the particular procedure
followed in each case is shown below. In certain cases, as in the
case of the protective duties on food or the purchase tax, a more
precise approximation was made.

As we have some idea of the distribution of total incomes in
income groups for the typical family,’ all the allocations were
checked with a view to seeing whether the assumed distribution
of the burden corresponded with the actual (or estimated) yield
of the duties concerned.?

2. Protective Duties.

The protective duties as interpreted for the purposes of the
present enquiry comprise customs duties of a protective and not
of a revenue character, They are duties levied in order to protect
the home producer and no corresponding excise duties therefore
exist. (Forthe sake of convenience, the excise duties on home-made
artificial silk, which have been decreasing in importance with the
transformation of the silk duties from revenue duties to protective
duties, especially since 1936, have been added to this group.)

The yield of the protective duties for 193738 and 194142,
respectively, classified under the official headings, is shown below .

1 The Home Market {1939), p. 65.

2 As in all cases, except the purchase tax, we cstimated the average rate of
duty by dividing the yield of the tax with the estimated expenditure, the check
mentioned above is not entirely independent of the calculations.

3 All the figures in this chapter were based on Budget estimates. Provisional
receipts of the Exchequer from protective duties for 1941-42 were much higher
than anticipated ; they amounted to £38 millions, instead of £18 millions. Itis
unlikely however that the burden on personal incomes on account of these
duties is very much affected by this increase. The increase was partly due to
same arrears of duty from previous years, partly to increased imports of goods
and materials predominantly imported for Government use.

SR 14
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There has been a considerable decrease, due to war-time restrictions

of imports. Exchequer net receipts
A

L Al
193758 1941-42
(Budget {Provisicnal
estimate) receipts)
L mill. £ mill, £ mill.
Silk and artificial silk® 63 18 10
K.y industries duty 1-0 10 1-4
Hops o2 o005 —
McKenna duties® 2-8 120 26:6
Duties collected under the Import  "29-7
Duties Act of 1932
Ottawa duties 81 1-0 27
Beef and veal duties 36 3] 6-3
Goods from Eire3 42 — —
559 18-85 38-0

! The silk duties as imposed originally in 1925 were revenue duties. Since
1934 home producers of artificial silk have succeeded in removing many
features of the excise duty.

* In 1938 the McKenna duties were abolished and all the goods affected were
taxed at the same rate under the Import Dutics Act of 1932.

¥ Abolished from ;g May 1938.

The rates of the protective duties, which were imposed at
different times under various legislative measures, differ con-
siderably. The duties imposed under the Import Duties Act, 1932
are levied at a general ad valorem rate of 10 per cent. There are,
however, many exceptions, preferences and also additional rates
of duty. In 1937-38 a little less than two-fifths of the yield was
collected at the 10 per cent ad valorem rate, while three-fifths was
at other rates. Key Industries Duties were originally 334 per cent
ad valorem duties. Since then there have been many changes in
the rates. The McKenna duties were originally 33% per cent ad
valorem. The Ottawa duties are a mixture of specific and ad valorem
duties, the latter varying from 10 to 15 per cent. The burden of
the protective duties must be allocated to the consumer of the
taxed good, i.e. the consumer of the imported article. It may
be—it is in fact most likely—that as a result of the duty the prices
of the home-produced substitutes will be raised, or the incomes
of the producers of these substitutes increased at the expense of the
consumer. This problem, however, is a problem of the effects of
taxation, and beyond the scope of the present enquiry. It is here
assumed that it is only the consumer of the taxed imports who
pays the tax. In practice, however, it is impossible to distinguish
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the consumer of imports from the consumer of the home-produced
substitutes. We have to assume, therefore, a random distribution
of purchases, that is, to assume that each income group purchases
imports and similar goods from domestic sources in the same
proportion as all groups taken together. Furthermore, we assume
that these duties constitute a burden on the British tax-payer and
not on ‘the foreigner’, which was probably true in the majority
of cases in the two years with which we are concerned, though in
the early days of the operation of these duties it may not have been
true, in particular for commodities such as beef or veal.

In order to allocate the burden of the protective duties on
different income groups we classified these duties according to the

goods on which they are levied: Net receipts in
£ mill. {approx.)
A,
1. Foodstuffs, etc.: 193738 1941-42"
Wheat, grain, etc. 1-6
Butter, cheese 40
Eggs 2:0
Milk (condensed and powdered) o2
Fruit 30
Vegetables -2
Fish - o6
Meat (including living animals for food 8-3
and feeding stuff for animals)
Other food r5
Total 224 80
2. Consumption goods other than food (wholly 21-5 585
“or mainly manufactured)
3. Raw materials and machinery, ctc. 12‘¢ 50

559 18-85
! Based on Budget estimates. The classification given is conjectural.

It was assumed that part of the burden on account of the duties
on raw materials and machinery (the third category above) falls
on civiian consumption, a part on expenditure on home invest-
ment and part on Government expenditure on goods and services.
By estimating these proportions—mainly on the basis of the White
Paper on National Income and Expenditure’—and by adding
those parts which fall on civilian consumption and new investments
to the second category,® we estimated that in 1937-38 about
1 An Analysis of the Sources of War Finance, etz. Cmd., 6261, p. 15,

2 The procedure adopted is not entirely correct, as part of the duties in cate-

gory 3 will fall on civilian consumption of foodstufls, and ought to be added to
the first category. The crror involved is in all probability very smalk.

142
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,6 go millions can be regarded as falling on consumptxon goods and
in 1941-42 about £8-5 millions.

Protective Duties on Foodstuffs. We allocated the protective duties
on foodstuffs in proportion to the expenditure on different food-
stuffs, as ascertained from the different family budgets available.
The surveys of Sir John Orr and of Sir William Crawford were
the chief sources; the Ministry of Labour budgets for industrial
households were also used as a check, though they are not available
for separate income categories. Allowances were made for changes
in consumption of different foodstufls from 1934 and 1936, respec-
tively (the basic year of the Orr and Crawford budgets), to 1937-38.
On the basis of the estimated retail expenditure on these food-
stuffs and their (actual or estimated) yield of the duty, the average
ad valorem rate of duty was calculated for each separate item. The
results of these calculations are set out in Tables 67 and 68.

Table 65 shows the actual amount of home consumption of these
foodstuffs, the amount imported, the approximate proportion im-
ported free of duty, and the proportion of home consumption
which bears the duty. This table is therefore, to a certain extent,
relevant in showing the limitations of our basic assumption that
the burden of the protective duties is restricted to their effect on
the price of imported goods. Table 66 shows the national average
consumption compared with the working-class average consump-
tion of the foodstuffs concerned. Table 67 shows the burden of
protective duties for 1937-38 for each item separately, while
Table 68 shows the burden for 1g41-42. As the data available
for the latter year are not sufficiently detailed we have allocated
the aggregate of food duties to the aggregate of food expenditure
at each level of income, as ascertained from recent family budget
surveys.! In many cases, however, we have had to use pre-war
figures, and to make allowances for possible changes.

The Burden of Profective Duties on other Consumption Goods. This
burden was allocated in proportion to the expenditure on these
goods at different income levels. We arrived at the expenditure
data by subtracting from total incomes the following items:
(a) direct taxes as ascertained by the present enquiry; (§) expendi-

1 Vide especially the family budget surveys of the Oxford Institate of Statistics
by Prof. A. L. Bowley and T. Schulz (Bulletin of the Institute, passim) and The
Cost of Living of the Working Classes (Liverpool, 1941).
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TasLe 65. PRODUCTION AND IMPORTS OF CERTAIN FOODSTUFFS
v TeE Unrrep Kingoom. 1937381

1 2 3 4 5
Percentage
of total
Imported from  amount
Home- the Empire  available
roduced Imported free of duty®  for home
F housand {thousand {approx.  consumption
tons) tons) Total proportion) liable to duty
Wheat (as flour) 767 3,197 3,964 2/3 27
Butter 45 472 517 I/2 46
Cheese 34 146 183 g/10 B
Eggs 409 190 599 1/10 28
Milk, condensed 188 103 291 1/2 17
Beef and mutton 918 1,007 1,925} , 6
Bacon and ham 151 325 173 3
Fruit and nuis 661 1,948 2,609 Over 1/2 36
Vegetables? Go8 644 1,6& Over 1/2 18
Fish 774 186 Less than /10 2

* Sources. Sir John Orr and D. Lubbock, Feeding the people in war-time (Macmillan,
London, 1940), p. 46 for columns 1 and 2; Foreign Trade Returns for
column 4.

* All foodstuffs enjoying the Imperial Preference were imported free of duty.
Some goods from Eire (mainly meat and butter) were liable to duties up
to May 1938,

$ Underestimate for home production since no rcturns are available for many
common vegetables from market gardens,

TapLe 66. THE CONSUMPTION OF GERTAIN FOODSTUFFS IN THE
Uwitep KiveDoM, 163738
Working-class
National  average® (industrial

average’ households)
(lb. per head (Ib. per head
per annum) per annum}
Wheat {as ﬂour)\ 186-2
Bread 1 212 617
Meat; Beef, etc. 64-8
Bacon and ham 221 19°3
Fish 4,6 —3
Fruit and vegetables 208 3
Butter 25 248
Cheese 9 97
Eggs (numbers) 234 194

' Sources. Orr and Lubbock, Feeding the people in war-time (London, 1g40) and
Sir John Russell, Britain’s feod in war time (Oxford Pamphlets on World
Affairs, 1941).

* Source. Ministry of Labour Gazette, December 1540,

3 Not known.
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ture on food, as ascertained by different family budget surveys,
mainly the Crawford survey; (¢) expenditure on rent and rates,
as ascertained from different budget surveys (for working classes
mainly Rowntree, for middle classes the different budget surveys
quoted) ; (d) expenditure on services (medical service, education,
domestic service, entertainments, private motoring, holidays,
charity) as ascertained from family budget surveys, etc.; (¢) savings,

Taepre 67. ESTIMATED APPROXIMATE BURDEN OF PROTECTIVE
Duvrties on Foopnsturrs. 193738

(In shillings per family of four per annum}

Bread,
flour, Milk
Income  cakes, Butter, (con- Vege- Total
inf biscuits cheese Egpgs densed) Fruit tables Meat Fish £ &
100 30 2-8 12 o5 10 o7 69 o2 16
150 38 52 16 003 g I4 10°2 o5 r o4
200 43 62 21 003 2-8 2-1 135 o7 1z
250 47 926 2-8 003 42 2-8 165 1o 2 o
300 52 g0 3’5 03 50 33 19:9 l‘g 2 7
350 50 97 64 002 5-0 g-o 201 1 2 13
500’ 4-8 11°1 7-3 ooz 5-3 -6 26-5 2-3 3 6
1,000 4-8 11-8 7 — -1 8-z 30'3 2-8 3 14
and upwards

TasLE 68. EsTIMATED APPROXIMATE BURDEN OF PROTECTIVE
Dures on FoODSTUFES. 1041-42

{Total for a family of four per annum)

£ {In shillings) £ (In shillings})
100 5 300 ]
150 6 350 io
200 6 500 I g
250 7 1,000 and upwards 1

as ascertained from the different sources quoted above, and
covering ‘mainly contractual savings (insurance, etc). The resi-
due of the income after subtracting these items can be regarded,
broadly speaking, as that part of the expenditure on which these
duties may fall. As the basic data used in the calculations are not
very reliable, and had to be adjusted to cover our periods, the
error involved in this series is considerable.

We also calculated, with the help of the yield of the duty and
of the aggregate expenditure on the goods affected, the average
rate of duty. It was not possible to make allowances either for
changes in the proportion of imported goods purchased in the
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various classes, or for changes in the average rate of duty which
the particular class of imported goods bear. It is not likely, how-
ever, that the error involved on this account is great, as the goods
covered are, to a large extent, those in general use, and while
some of them can be regarded as entirely luxury goods purchased
by the wealthy, many imported goods belong to the category of
cheap goods, purchased largely by the lower strata.

The burden of the protective duties for a family of four levied
on consumption goods was estimated—on the basis of the con-
siderations given above—as follows:

TaerLe 69, THE Burpen oF ProTECTIVE DUtizs oN ConsumpTION GooDs

Income 1937-38 1941-42 Income = 1937-38 1941—42
£ £ s £ s £ FARER L =5
160 10 8 1,000 7 10 2 10
50 1 4 12 2,000 12 © 3 6
200 2 8 1 4 2,500 12 14 3 10
250 3 © 110 5,000 15 © 6 o
300 3 10 115 10,000 21 O 8 o
350 3 12 116 20,000 32 © 10 O
500 5 L0 z 8 50,000 50 © 15 0

The total estimated burden of protective duties for a family
of four—adding together those falling on foodstuffs and on other
consumption goods—is as follows:

TasLe 70. Tue Torar Bukoen oF THE PrRoTECTIVE DUTIES

Income 1937-38 194142 Income 1937-38 194142
£ AR £ s £ £ s L
100 1 6 13 1,000 I1 4 3 8
150 2 8 18 2,000 15 14 4 g
200 4 0 110 2,500 ib B g
250 5 0 I By 5,000 8 14 18
300 5 17 2 9 10,000 24 14 8 18
350 & 5 2 6 20,000 35 14 10 18
500 8 16 3 3 50,000 53 14 15 18

3. Taxes Falling on Production in General.

*. Indirect taxes can be classified in two groups: (a) the great
majority, such as the tobacco or sugar. duties, fall on personal
consumption; (4) some of them, however—such as duties on
industrial oil or on goods vehicles, etc.—fall on production in
general.
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The following items were included in this laiter group. The
magnitude of these taxes was calculated on lines explained in the

previous chapters.
193738 194142
miﬁ. £ mill,
{approx.) (approx.)
Duties on industrial petrol and oil; hicence and fuel 3g-0 6o-0
, duties on commercial vehicles; also licence and
fuel duties on private cars, buses and taxis used
for business purposes?

Employers’ contributions to the Social Insurance 52-0 65-09
Schemes?
Local rates on premises other than dwelling-houses* 66-7 7401
Scientific alcchol’ o4 o053
Post Office net revenue on business account® 63 75
Stamp duties on business account? 10°0 50
174°4 212'0

! Vide Chapter xn.
* Vide Chapter xv.
Estimates on basis of figures available for the last period.
¢ Vide Chapter m.
5 Vide Report of the Board of Customs and Excise.
¢ Vide Chapter xv.
7 Vide Chapter viL

We assume that the taxes falling on production in general enter
into the prices of the goods and services concerned and are shifted
on to the consumers of these goods and services. Part of these
taxes is, therefore, a burden on civilian expenditure, another part
on Government expenditure, and a third, a small part, on expendi-
ture on home investment. The last is paid out of savings. We
allocated on personal incomes the first and the third categories.
Their magnitude was calculated as in the White Paper on National
Income and Expenditure, quoted above. The figures were adjusted
to cover the years 1937-38, 1941—42. We estimated that about
£ 140 millions in 1937-38 and £110 millions in 1g41-42 can be
regarded as falling on personal incomes.

The burden of these taxes can be allocated on personal incomes,
‘as a first approximation, in proportion to expenditure on all goods
and services. We made an estimate as to the part of these taxes
that can be regarded as a levy on goods and the part that can
be regarded as a levy on services. The great bulk of these taxes
(approximately nine-tenths in 1937-38 and probably a little less
in 1941—42) is a levy on goods. The remainder, which can be
regarded as a levy on services, is made up by the following items.
(1) Part of employers’ social insurance contributions paid on account of
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indoor domestic servants, and on personnel in transport under-
takings, banks, insurance companies (the last three categories only
so far as used for personal service and not for business purposes},
in hotels, boarding houses, etc., and entertainments. (2) Part of
the rates paid by railway companies, banks, ctc. (again so far only
as attributable to passenger traffic and personal service respec-
tively). (3} Part of the motor duties paid e.g. by doctors, etc. {4) Part
of the Post Office net receipts on business account falling on services,
especially on account of football pools.

We allocated that part of the general industrial taxes which we
regarded as a levy on goods in proportion to the expenditure on
these goods at different income levels. We arrived at these expendi-
ture figures by subtracting from total incomes direct taxes, savings,
amounts paid for rent and rates and expenditure on services. That
part of the general industrial taxes which we regarded as levies
on services we allocated in proportion to the expenditure of
different classes on services.

The estimated amount of total expenditure on goods and services,
together with the estimated yield of the duties on production
in general, gave us again a basis to make a conjecture as to the
average rate of the duty on both goods and services. It was not
possible to make allowances for the possible variations of the rates
at different income levels.

We arrived at the following estimates of the burden of the taxes
falling on production in general for a family of four:

TaeLe 71. Tue BurRpeN oN INCOMES OF 'TAXES FALLING ON
PropucTiON IN GENERAL

1937-38 - 1941-42

-~ — = r —-
£ Goods Services Total Goceds Services Total
L s L o5 £ o5 A L s PR
100 2 8 2 2 to 1 16 ! 117
150 4 © 3 4 3 . 3 © 2 3 2
200 5 12 5 5 17 4 4 3 4 7
250 6 8 8 6 16 4 16 7 5 3
300 8 o 10 8 10 5 12 10 6 2
350 8 12 16 9 8 5 16 15 6 11
500 1 8 1 18 13 6 9 16 I 5 g 1
1,000 17 © 5 © g2 © 10 10 1 16 12 6
2,000 26 © 12 10 38 10 14 8 4 O 18 8
2,500 28 o 5 o 44 © ib o 5 © 21 o©
3,000 o o 25 © 65 o 27 0 8 o 35 ©
0,000 5 © 40 © 105 O 40 © 15 © 5 ©
20,000 100 © 75 O 175 © 6o o© 25 © 5 O
50,000 150 © 150 © 300 © 8o o 40 © 120 ©
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4. The Purchase Tax.

The purchase tax was announced by the Chancellor of the
Exchequer when he introduced the Budget on 23 April 1940. It
was finally imposed in the second Budget for the financial year
194041 and came into force on 22 October 1g940. The purchase
tax is a form of sales tax, levied as a percentage on the price when
the goods pass from the wholesaler to the retailer. Thus an essential
preliminary to the successful working of the tax was the creation
of a register of the wholesalers on whose sales to unregistered
persons the tax was to be levied. The legislature intended that the
ultimate burden of the tax should be shifted on to the consumer,
as one of its purposes was to limit civilian consumption. The
consumer is furnished with certain safeguards against exploitation
under cover of the tax by the Prices of Goods Act, 1941, and by
the provision requiring wholesalers to disclose the amount of the
purchase tax on their invoices to retailers,

The purchase tax, as incorporated in the Finance {No. 2) Act,
1940, cavers a very limited range of expenditure. An overwhelming
proportion of the expenditure on consumption is not liable to the
tax, It is not levied on food and drink, or in general on articles
already subject to a heavy duty, such as tobacco or petrol; it
applies neither to services, nor to fuel, gas, electricity or water;
exports and raw materials are also exempt. Moreover, there are
further exemptions from the tax within the field which it covers,
the most important being children’s clothing and children’s boots
and shoes. It can be estimated that roughly 13-15 per cent of the
total personal expenditure of the community is liable to the tax
(see Table 78).

There were, in 194142, two rates of duty. The higher rate was
levied on the purchase of goods which were either luxuries, or
articles which, in the circumstances of war, could be dispensed with
or their replacement postponed. The tax on these goods was at the
rate of one-third of the wholesale price, representing an average
addition of about 24 per cent to retail prices. The goods subject to
this higher rate included luxuries such as furs, articles made of real
silk, lace, china and porcelain, cut glassware, fancy goods, jewellery,
toilet preparations including cosmetics, and articles not normally
requiring immediate replacement, such as haberdashery, miscel-
laneous textile piece goods, and furniture. The lower rate was one-
sixth, or 16% per cent of the wholesale price, representing an average
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addition of about 12 per cent to retail prices. The goods subject
to the lower rate included such articles as clothing, boots and shoes
(other than children’s wear, which was completely exempt, and
luxury clothing—furs, silk, etc.—which was subject to the higher
rate) and houschold china and glassware. Among the complete
exemptions—apart from those already mentioned—were agricul-
tural machinery and equipment, certain medicines and medical
appliances, and books, periodicals and newspapers. Medicines
and drugs, other than those exempted, were taxed at the lower rate.*

The anticipated total yield of the Purchase Tax for 1941—42
was estimated at £70 millions.* [t should be noted that the
main factor determining the expenditure on goods liable to
purchase tax, and thus the yield of the tax, is not so much the
demand for these goods as the available supply. Even the rationing
of clothing probably did not alter greatly the total expenditure
of the community on clothing, as the scheme was not intended
to affect supplies but only their distribution. The poorer classes,
for example, got a fair share of the limited supplies, which might
otherwise not have been possible.

One of the difficulties in estimating the tax burden—as pointed
out in"the introduction to this chapter—is that many of the goods
subject to the impost are bought by consumers at irregular intervals
or in special circumstances, and in many cases more or less regard-
less of income. Owing to the difficulties involved, all that we have
been able to do is to make a rough guess at the average burden
per family. This figure is probably representative for a lower
middle-class family with the average number of persons. A further
estimate has been made of the approximate burden on a working-
class family.

1 For details vide Seventh Schedule of Finance (No. 2) Act, 1940.

2 A revised estimate by the Chancellor of the Exchequer anticipated a con-
siderable increase in the vield of the purchase tax for 1941—42. While the reasons
for this increase were not indicated, it may have been due to increase in prices,
to depletion of stocks or to larger supplies than were expected or to a combination
of all three factors. In the absence of information, at the time of the revision,
we have made the simple assumption that all goods and all income groups were
affected in the same way and that the increase is, say, 25 per cent. While the
whole chapter and all the tables are necessarily based on the original estimates
of the yicld, allowance has been made for the anticipated increase in Table 72
and in the Summary Tables of Part I. Provisional receipts of the Exchequer
for 194142 amounted to £98 millions. This figure includes however approxi-
mately £8 millions arrears of duty from the previous year but, for administrative
reasons, the yield represents less than a full 12 months’ dutiable transactions.
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The estimates have been made on the following lines:

(a) Some information is available relating to the pre-war ex-
penditure of the community.on commeodities now liable to purchase
tax. This provides a rough guide to the expenditure per family
on these goods. The figures were based mainly on The Home
Market® calculations, checked, as far as possible, by other sources.
The estimates of expenditure given in the White Paper? for
1938 and 1940 were not detailed enough to be of any use for
Our purposes.

() On the basis of such information as is available, a rough
estimate was made of the current expenditure of the community
on purchase tax commodities. This, combined with the figures
under (a), enabled us to estimate the current expenditure per
family on purchase tax goods. The results are presented in Tables
73 and 74.

On the basis of the method outlined above the expenditure per
family on purchase tax goods has been estimated at £40 per
annum at retail value including the tax. It has been further
estimated that about three-fifths of this amount was spent on
goods liable to the lower rate, and two-fifths on goods liable to
the higher (basic) rate. Thus, on the average, say, 14'2 per cent
of the retail price inclusive of tax can be regarded as tax (corre-
sponding to an average addition of about 16-5 per cent to the
retail price), and the average burden of the purchase tax per
family is consequently in the order of £6 per annum. As already
mentioned, this figure will vary very considerably from one income
group to another, owing to the great differences in expenditure.
This is true in spite of the clothes rationing, although the differences
have been reduced by this measure. In addition, expenditure will
differ between families at the same income level, as the purchases
of these families are bound to show a wide variation. It is even
possible that no family exists which will purchase just the ‘average’
collection of goods of the."average’ quality.

A second approach was made by estimating the current ex-
penditure of an average working-class family on commodities
subject to purchase tax. In order to estimate this expenditure the
following considerations were taken into account: .

1 The Home Market, 1939 edition (George Allen & Unwin Ltd., London).
2 Cmd. 6261, 1941.
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(a) The average decrease in expenditure on goods subject to
purchase tax.

() The pre-war distribution of working-class expenditure on
commodities now liable to the tax, as calculated from the family
budget survey of the Ministry of Labour, and the estimated war-
time reduction in this expenditure. For example, in the working
classes a smaller proportion of the total expenditure is normally
on furniture and other durable goods than in the middle and
higher groups. Thus the reduction in working-class expenditure
might be expected to be smaller than that of other classes. In-
creased wages may even encourage the purchase of durable goods,
so far as these are available.

(¢) The great increase in the price of clothmg since 1937, and
the smaller, but nevertheless considerable, increases in the price
of other commodities.

(d) The influence of the clothes rationing scheme on expenditure
on clothing. A tentative estimate of the resulting expenditure,
based on current prices, is given in Table 77. Average expenditure
for five groups, divided according to differences in guality, has
been calculated on the basis of various allocations of thesixty-six
coupons.

On the basis of these four considerations, an average expenditure
of £25 per annum at retail value including the tax on purchase
tax goods by a working-class family has been estimated. Of this
£ 25, roughly two-thirds is spent on goods liable to the lower rate,
and. one-third on goods liable to the higher rate, the average
percentageof tax in the retail price including tax thus being roughly
13-6 per cent (corresponding to an average addition of about
157 per cent to the retail value). The average burden of the tax
on the expenditure of a working-class family can therefore be
estimated at £3. 85s. On the basis of this estimate, and taking into
account the number of working-class families, it appears that less
than half of the total yield of the purchase tax is contributed by
the working classes,

An estimate of the conjectured burden of the tax is given below.,
It is based on the two average rates (one for the working classes
and the other for the other income groups) arrived at by our
calculations, and on the estimated expenditure on goods liable
to the tax at different income levels. For the latter purpose we



222 TAXES ALLOCATED ON GENERAL EXPENDITURE

deducted from total ihcomes direct taxes, and the estimated pro-
portions of the income devoted to foodstuffs, services, rates and
items is
possible
magnitude of the burden. Column 1 shows the results based on
the original estimate of the yield at £70 millions, while column 2
ated in-
crease of 25 per cent. The latter figures were included in the

savings. As our knowledge of the magnitude of all these
very scanty, the calculations show nothing more than the

makes a proportionate all-round allowance for an estim
Summary Tables on pp. 52-62.

TasLe 72. THE BurbEn oF THE PurcHase Tax. 1941-42
(For a family of four)

Owur original Revised estimate
estimate based on based on a
an anticipated yield 25 per cent increase
of £70 millions in the yield
(approx.) (approx.)

£ A L s
100 I 10 117
150 2 10 3 2z
200 3 2 3 7
250 3 6 4 2
300 4 © 5 ©
350 g 10 6 7
500 o 10 ©
1,000 12 0 i5 ©
2,000 20 © 25 ©
2,500 22 © 27 10
5,000 35 ¢ 43 15
10,000 and over 40 © 50 ©

TApBLE 73. ESTIMATED EXPENDITURE ON COMMODITIES (NOW) SUBJECT

To THE PurcHase TAX. 1937, 1941—42

Conjectured
il value
retail value, including tax,

Approximate reta

1937 194142

£ mll. 4 mill.
Clothing 3%8 250
Furniture, soft furnishing, hardware, china, 2 130

glassware, etc.

Fancy goods, drugs, etc. 200 100
Vehicles 50 i0
B40 490

' Source. The Home Market.
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‘Tapir 74. EstiMaTep ExrENDITURE ON COMMODITIES (NOW) SUBJECT TO THE

Purchase Tax By aN AVERAGE Famiry (3-6 PERsONs). 1937, 1941—42

Conjectured
Approximate retail value
retail value including tax,
1937" 194142

£ per annhum £ per annum
Clothing 27 21%
Furniture, etc. 20 10
Fancy goods, ete, - 6 8
Vehicles 4 1

67 40

. Source. The Home Market.

* Pased on Table 73, and thus on available supplies. Figures in Table 77 would

suggest that this estimate is rather on the low side,

TasLE 75. THE DisTRIBUTION OF NATIONAL EXPENDITURE IN 1937 COMPARED

WITH THE DISTRIBUTION OF WORKING-CLASS EXPENDITURE®

Total Weekly expenditure
national Weekly expenditure per working-
expern- per family class family
diture - = \ r A —
(1) (2) (3) (4 {s)
£ mill. 5. d. % s 4 o
Food 1,360 41 © 30-8 34 23 41-8
Rent 20 18 g 141 i0 10 132
Fuel 180 5 6 ‘1 5 81 70
Clothing 581 11 6 3-7 9 4 114
Small household expenses 37 11 o-8 1 11} 24
Tabacco 160 4 10 36 2 647 g1
Drink 260 7 10 50 gi* o9
Rail 170 5 1 3-8 z 3 2-8
Newspapers, books 50 t 6 "1 [OE | 14
Piece goods (soft furnishing, b7 2 0 I'5 1 33 16
glass, china)
Furniture ns 3 7 27 i1} -3
Hardware 75 2 3 7 7 L
Drugs and fancy goods 148 4 6]
Sports and travel goods 34 1 ol 8 .
Cars and cycles 50 1 6] 5 2 7 32
Petrol and oil 25 g/,
Domestic service and laundry 1g0 5 9 45 91 og
Entertainments, etc. 270 8 2 61 2 of 2'5
Medicine 50 1 6 11 1 8 2'0
Postal services 40 1 3 g 5 o5
Miscellaneous services 135 4 © 30 2 8% 33
ToTaLs 4,420 133 4 100°0 81 g} 1000

! Columns 1—3 are based on The Home Market, 1939, and refer to the calendar
ycar 1947, while columns 4 and 5 are based on the family budget survey of the
Ministry of Labour on industrial households and refer to 1937-38. The
items are, of course, not strictly comparable.

* Very probably underestimates.
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TaBLE 76. EsTIMATED EXPENDITURE BY AN AVERAGE WORKING-CLASS
Famriy on CoMMODITIES (NOW) SUBJECT TO THE PurcHasE Tax

Average workm.g-class family

Average family ' Retail value‘
retail value  Retail value (incl. tax)
193738 1937-38 1041-42
£ per annum £ per annum - £ per annum
Clothing =~ 27 21 15"
Furniture, etc. 24 6 . g
Fancy goods, ete. 16 9
67 36 25

! With allowance for the average number of young children in the family,
whose clothing is neither rationed nor liable to purchase tax.

TaBrLE 77. AN EsTIMATE oF EXPENDITURE ON CLOTHING UNDER THE RATIONING
SCHEME (FOR FIVE GROUPS, DIVIDED AGCORDING TO DIFFERENCES IN QUALITY)®

Working classes Middle and higher classes
S s
T (2) (3) (4) (5)
L s £ s L s L s L5
Men 2 3 5 12 9 4 15 © 25 10
Women 3 © 5 2 10 © 18 o 36 3
Children (8-12 years) 2 10 3 5 7 5 11 10 15 ©

* At prices in force in August 1g41.

Tapre 78, THe DistrmsurioN OF PERSONAL EXPENDITURE IN 1G37 AND 1040
ON THE Basis OF RETAIL VALUES (ANALYSED FOR PURCHASE TAX PURPOSES)

1937 1240

7
(approx ) (app?ox.}
A. Commodities not liable to purchase tax or 31 32

any other tax f(e.g. food, grocery, chil-
dren’s clothes, books, etc.)

B. Essential Services not liable to State tax 18 20
{rent, fuel, etc.)
Other Services not liable to tax (rail, domestic 17 17
service, laundry, medicine, etc.)
D. Commodities liable to other State tax (tea, 11 14

sugar, coffee, cocoa, drink, tobacco,
petrol and oil)

E. Services liable to other State tax (entertain- 4 3
ments, postal services)
F. Commodities liable to purchase tax (clothes, 19 14

piece goods, furniture, hardware, drugs,
cars, stationery, etc.)

100 100
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RATES OF TAXATION IN FORCE FOR THE
YEARS 192627 TO 1942-43"

I. Invanp ReEveENuE DuTies

1 For previous years vide Appendices VIIT and IX of the Colwyn Report, 1927,



Income Tax in force for the years 1926-27 to 1042—43"

1926—27 and
192728
Standard rate of tax in the [ 45, od.
Allowances, deductions and reliefs granted to
individuals;
Exemption limit
Earned income allowance—proportion of eatned ¥ tL250)
income and maximum allowance
Personal allowances:
1. Married persons L2258
2. Other persons fi3s
Children under 16 vears of age or over 16 if
continuing full time education :
1. One child £a6
2. Each subsequent child L27

Heduced rate of tax chargeable on the first 21, od. on L2215

portion of the 1axable income

1937-38
Standard rate of tax in the [ st od.
Allowances, deductians and reliefs granted to
individuals:
- Exemption limit b1zs

Earned income allowance— lpmpuninn of earned  } (£300)
income and maximuen al owance
Personal allowances:
1. Mbarried persons flSo
2. Other permons 1890
Children under 16 yeara of age or over :6 if
continuing full time education:

1. One child {60
2. Each subsequent child 160

Reduced rate of tax chargeable on the first 15, 8d. on {135

portion of the taxable income

1928-2¢ and 193131 to
1026—3¢ 1930-31 1033-34 1934-35 193536
45, od. 43. 6d. 51, od, 41, 6d. 43. bd.
Se¢e Personal allowsnces £128
1 (L2509}  {£250) # (£300) } (£300) t (L300)
L2z5 {223 L1is0 Fall L1710
L13s L13s Lioo £100 L100
60 L6o 50 50 Lo
50 Lso 40 4° £50

zr. od. on £225 21 od. on £250 21, 6d.0on {175 25 3d.on L175  1s. 6d, on [135

15304 104041
N e -
Finance Act Finance (No. 2) Act Finance Act Finance (No. 2) Act
1p38-30 1539 1939 1940 1340
51, 6d. 55, 6d. 78, od. 75, 6d. 81, 6d.
Lizg Li1zs Lrzs fi1zo FAE]
3 (£300) # (£300) } (£a00) ¥ (£250) } (£250)
t8 Be go 1o Lr7o
fmg E:uo f:oo f:oo 4100
60 f6o £60 Lse £%0
60 6o 4,60 £50 £50

15. Bd. on [135 1v. 8d. on £135 25 4d. on {135 35, 9d. on {165 55 od. on fi16s

1936-37
4s. od.

Lizs
£ (La00)

L180
Lioo

£

15. 7d. on £13s

1041~42 and
194243
108, od.

L1100
. i1 (£150)

L

50
50
6s. 64, on L1635

' For further details (allowances for wite's carned incame, life insurance premiums, eic.} vide Income 'I‘u Act, 1918 and Finance Acts passim; also Reports of the Board of

Inland Revenue.
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2. Rates of Supertax and Surtax in force for the years 1926—27 lo 1942~43"

Rates of Surtax (excess of income tax over standard rate)
supertax ¢ A ~
1926-27 193031 1939403
to : to to
1928-29 1928-29 1929-30 1g37-38 1938—39? 1941-42
In respect of first £2,000 of income Nil WNil Nil Nil Nil Nil
In respect of the excess over £2,000: 5. d. s. d. - o5nod s 4. s d. s d.
zor cvc)ry £t of the first {500 of the excess (to 9 9 1 0 1 12 1 3 2. 0
2,500
For every fl of the next £500 Eto £3,000 10 I 0 13 1 4% 1 6 2 3
29 1 » £1,000 (to £ 4,000 1 6 1 6 2 0 2 a'g 2 6 33
» L1 ’ £ 1,000 (to fg,ooo 2 3 2 3 3 0 3 3 3 6 4 3
” L1 ' 4, 1,000 Eto ,000 3 0 3 0 3 6 3 102 4 3 5 0
Y 2% fz,ooo to £8,000 3 6 3 6 40 4 3-8 5 0 59
”s £ s 2,000 (to £ 10,000 4 © 4 0 5 0 6 3 7 0
» £ " £5,000 (to £ 15,000 4 6 4 6 ] g o6 g ] 8 3
v £ i £5,000 {to £20,000 5 Q 5 o E o 6 72 6 g o
» 41 »n 410,000 (to 309000i 5 6 6 6 6 7 18 9 0 9 6
5 L1 s £20,000 (to £50,000 6 o g o 7 0 7 84 g 6 g 6
» £'1 of the remainder (above £50,000) 6 o 6 o 7 6 8 3 g 6 g 6

I Surtax at the ratesshown e.g. for 193637 was payable on 1 January 1938, at the rates shown for 1940-41 was payable on 1 January 1942.
* Vide Finance (Np. 2) Act, 193g.
! Vide Finance (No. 2) Act, 1940.
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3. Rates of Esiate Duly in_force for the years 192627 to 1942-43"
Where the net principal

value of the estate Rate of duty per cent when the death occurred
A A
r Al L4 Y
And does After After After After After
Exceeds not exceed 29 June 31 July 25 April 27 Sept. 23 July
£ £ 1925 1930 1939 1939 1940
100 500 1 I I 1 I
500 1,000 2 2 2 2 g
1,000 5,000 3 3 3 3 3
5,000 10,000 4 4 4 4 4
10,000 12,500 5 5 5 55 6
12,500 15,000 6 b 6 6-6 72
15,000 18,000 7 7 7 77 84
18,000 21,000 8 8 8 8:8 g-h
21,000 25,000 9 g 9 9'9 108
25,000 30,000 10 10 10 11-0 12
30,000 35,000 11 L1 11 12-1 13'2
35,000 40,000 12 12 12 13-2 4
40,000 45,000 3 13 I3 I4-3 15
45,000 50,000 14 14 4 154 16-8
50,000 55,000 15 1 165 18-0 19'5
55,000 635,000 16 I 176 1g°2 208
65,000 735,000 17 17 187 20 22-1
75,000 85,000 18 18 19-8 21 234
85,000 100,000 19 19 209 22-8 247
100,000 120,000 20 20 22 24 2
120,000 140,000 21 2% 24°2 204 28-6
140,000 150,000 292 22 24°2 26-4 28-6
150,000 170,000 22 24 264 28-8 312
170,000 200,000 23 24 264 28-8 312
200,000 250,000 24 26 286 312 338
250,000 300,000 25 28 30-8 336 364
300,000 325,000 25 30 350 36 39
225,000 400,000 26 30 330 36 30
400,000 500,000 27 32 352 58-4 416
500,000 600,000 28 34 37" 40-8 44'2
600,000 750,000 28 36 39+ 432 46-8
750,000 800,000 29 36 396 432 46-8
800,000 1,000,000 29 38 41-8 456 49'4
£,000,000 1,250,000 30 40 440 48-0 52°0
1,250,000 1,500,000 32 42 462 504 -6
1,500,000 2,000,000 35 45 49'5 54°0 g 5
2,000,000 — 40 50 55'0 to 5

* For further details vide Finance Acts passim. For rates of legacy and succession
duties vide Reports of the Board of Inland Revenue,

4. Other Inland Revenue Duties

Stamp duties. Vide Stamps Act of 1891, Finance Acts passim. As a convenient
source vide Whitaker’s Almanack.

National Defence Contribution and Excess Profis Tax. Vide Finance Acts, 1937
and subsequently.
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II. Customs axDp Excise Duries IN FORCE FOR THE
YEARS 1926-27 TO 1G42-43

1. Tea Duty’
Rate of customs duty
s —* )
Fuli Preferential
Year ended 31 March (Ib.) (1b.)
d. d.
From 1g26-27 to 192¢-30° 4 33
193051 Nil Nif
1931-32 Nil Nil
From 1932-33 to 1935-363 4 2
2
193637+ {¢ {2
1937-38 g 4
1938-39° 1 ¢
From 1939-40 to 194243 8 6

For rates used for purposes of the present enquiry vide p. 108.
Duty repealed 22 Apnl 1g20.

Duty reimposed 20 April 1932,

From 22 April the higher rate was in force.

From 27 April the higher rate was in force.

[ R

2, Sugar Duty’

Main duty
—A— Al

Full Preferential
Year ended 31 March (cwt.) {cwt.)
s, d 5. d.
From t1g26-27 to 1938-39 11 8 5 to?
14 ot 8 2%
193940 25 45 17 66
1940—41 t0 194243 23 4 17 6

' For rates used for purposes of the present enquiry vide p. 118. For other
rates vide Reports of the Board of Customs and Excise passim.

* Rate on refined sugar (exceeding g8° polarization): rates on raw sugar (not
exceeding 98°) are equivalent to gs. 44. per cwt. on refined.

3 Rate on refined sugar (exceeding gg° polarization): rates on raw sugar {not
cxceeding gg°) are equivalent to 55, 0%d. per cwt, on refined. For further
preferences on certificated colonial sugar since 1932-33 vide Reports of the
Board of Customs and Excise.

4 From 25 April 1930.

5 Since 27 September 1935. Equivalent rate on raw sugar is 215.

¢ From 27 September 193G.
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3. Tobacco Dup*
Main duty?

Full Preferential

(Ib.) (ib.)

5. d. 5. 4
1g26-27 8 o 6 1}
1927-28 8 1o 6 gf (12 April)
192829 8 10 6 gt
192G—-3Q 8 10 6 g4
193031 8 10 6 o}
1931-32 9 6 7 5% (11 Sept, 1931)
1932-33 to 1938-39 9 6 75 .
1939-40 11 6 9 5% (26 April)

13 6 11 g3
194041 17 6 15 5% (24 April)

g 6 17 54
194142 1g 6 17 54 .
194243 29 6 27 31 (15 April)

For rates used for purposes of the present enquiry vide p. 127 and p. 130.
Duty on imported unmanufactured unstripped tobaceo, containing 10 per

cent or more moisture, which governs the other duties.
3 In force as from 28 September 1939 under Finance (No. 2) Act, 1939.
*+ In force as from 24 July 1940 under Finance (No. 2) Act, 1540.

Year ended
31 March

192627
1g27-28
1928-29
1929-30
193031
1931—-32
1932-33
1933-34
1934-35
1935-36
1936-37
1937-38
1938-39
1530—40

1940—41

1G41-42
1942—43

1905,

1035,
1345,

245,

48s.
b5s.
81s,

4. Beer Duty’

Basic duty?
per standard barrel less rebate of 2os. per bulk barrel

1 n (44 ”
" n Ead e

per’s’tandard barrel less rebate of 2os. per bulk barrel {15 April)
per standard barrel less rebate of zos. per bulk barrel (11 Sept.)

1 » » 2
per barrel at 1027° plus 2s. per additional degree (26 April)
" bR » bR
N 3 1> bR
I bR 1y 3
b r » "

ar 2 1 s

pcr‘l‘)arrcl at 102’;}“ plus 25, pt,:,r additional’c’legree {28 Sept.)
per barrel at ro27° plus 2s5. 64, per additional degree (24 April)
per barrel at 1027° plus 35, per additional degree (24 Jlﬁy)

1185, 14d. ,},)er barrel at’;027° plus 4.r: ,41}d. per additional degree {15 April

! For rates used for purposes of the present enquiry vide p. 143 and p. 152.
* Excise duty on home-made beer. A standard barrel is 36 gallons at gravity
of 1055°. A bulk barrel is 36 gallons irrespective of gravity.
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5. Spirits Duty®

Main duty?®
et ——\
(proof gallon)
5 d.
From 1926—27 to 193839 72 6
193940 72 6
82 6 (28 Scpt.;
104041 97 6 (24 April
194142 ) g7 6
194243 137 6 (15 April)

* For rates used for purposes of the present enquiry vide p. 144 and p. 1353.
? Excise duty on home-made spirits, which governs the rates of duty on im-
ported spirits.
6. Wine duty*

Rates of duty on wine in cask
A

‘At lower rates of duty: At higher rates of duty“\
—A A
Full Preferential Full Preferential

{gall.} (gall.) (zall.) (gall.)

5. d. 5 d. 5. d. 5 d.

:geﬁ-zg 2 6 1 6 6 o 2 o

From 1927-28 to 1932—333 3 0 2 o 8 o 4 ©
From 1532-33 te 1938-394 4 0O 2 0 8 o 4 ©
1G39—40 g o 2 0 8 o g o
1939—40°% o 4 © iz © o
194041 6 o é o 12 © 8 o
1940—41°% § o o 16 o 12 0
1941-42 8§ o 6 o 16 o 1z o
1042-437 4 O iz © 28 o 24 ©

U For rates used for purposes of the present enquiry vide p. 145 and p. 153.
For rates on wine imported in bottle, sparkling wine, etc. vide Reports of
the Board of Customs and Excise passim.

3 The lower rates of duty cover non-Empire wine (n.e. 25°) and Empire wine
(n.e. 27°) and the higher rates cover wine exceeding those degrees.

3 From 25 April 1927. ¢ From 17 November 1932.

5 From 28 September 1939. ¢ From 24 July 1940. 7 From 15 April 1g42.

7. DBritish Wine Duty*
Rate of duty

(gall.)
5. d
1927-28 t o (Imposed as from 25 April 1927)
From 1928-29 to 1938-39 1 6 (25 April 1928)
193G—40 1 6
3 g {28 Sept. 1939)
1940—41 3
5 6 (24 July 1940)
194142 5 6 )
1942—43 11 6 (15 April 1g42)

* For rates used for purposes of the present enquiry vide p. 145 and p. 153,
For rates on sparkling British wine vide Reports of the Board of Customs and

Excise,
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8. Hydrocarbon Oils Duty

Heavy oil
I ~A— aY
Light 6il  As road fuel Others
{gall.) {gall.} (gall.)
d. d. d.
1g28-2¢9 4" — —
1929-30¢ 4 - —
1930-31 4 - -
1931-92 6* — —
83
1932-33 8 — —
1933-34 8 1 1
1934-35 8 1 1
1935-36 8 8s 1
1936-37 8 3 1
1937-38 8 8 I
From 1938-39 to 1942-43° 9 9 1
* From 25 April 1g28. * From 28 April 1931.
3 From 10 September 1g931. * From =25 April 1933.
5 From B August 1935.  From 26 April 1938,

9. The Purchase Tax*

In force as from 22 October 1g40:

Basic rate: one-third of the wholesale value of the goods.

Reduced rate: one-sixth of the wholesale value of the goods.
In force as from 15 April 1942

Higher rate: two-thirds of the wholesale value of the goods.
' For details (classes of goods, ete.) vide Finance {No. 2) Act, 1940, Finance Act,

1942 and Customns and Excise Tariffs.
10. Other Customs and Excise Duties

For other duties, such as entertainments duty, duty on table waters, on cocoa,
coffee, malasses, glucose, saccharin, dried fruits, matches, silk, protective duties,
excise licence duties, etc. vide Reports of the Board of Custormns and Excise passim
(the latest published for the year ended 31 March 193g), Customs and Excise
Tariff passim. As a convenient source of information Whitaker's Almanack. For en-
tertainments duty for 1937-38 and 194:—42 vide also Table 49 in this Report.

III. OTtHER Taxes anp DuTies

1. Social Insurance Contributions
(Vide Table 62 of this Report.)

. 2, Motor Vehicle Duties
Horse-power duty on private motor cars exceeding 6 horse-power:
L o5 d
Up to 1 Jan. 1935 1 0 ©
From 1 Jan. 1933 to 1 Jan. 1040 15 ©
As from 1 Jan. 1940 1 5 0

For details vide Whitaker’s Almanack.

3. Post Office Charges
For details vide Whitaker’s Almanack.
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of duty, 148-50; on income groups
for previous vears, 146-8, for 1941—
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Brewing, sugar used in, 113
British wine, see Wine
Broadley, H., see Crawford, Sir William
Business profits, see Profits, taxes on
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in, 171; yield of, 167, 168, 1721,
expenditure, national, on, 167; of
working class on, 168
Civil Defence workers, consumption of
sugar, t1g; oftea, rag; of tobacco, 131
Clark, Colin, Cenditions of Economic Pro-
gress, 208n.
National Income and Qutlay, zo3n.
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Clothing :

expenditure on, under rationing, 224
price of, 221
purchase tax on, 21, 218, 219
rationing of, 219, 220, 221
Coal, consumption of, 194
Coal levies, 17, 10, 35, 37, 103, 104;
burden of, 195; incidence of, 104
Cocoa:
consumption of, 190
duty on, burden of, 37, 191; vicld of,
189
Coffee:
consumption of, 190, rg1: effect of tea
rationing on, 192
duty on, burden of, 1gr1; vield of, 189
Colliery Owners, Central Council of,
Compensation Fund of, 193, 194
Zolwyn Committee, Report of the, on
National Debt and Taxation, 3, 5, 35
on Alcohol, 146-50
on Burdcn of taxation on incomes,

58-9
on Death Duties, 77, 82, B4, 85, 8y, By,
95
on Entertamment.s, 167, 170, 171
on Exchequer reccipts for 1g13-14,
1925—26, 15
on Field covered by, 22
on Incomes earned and invested, 3;
levels of, 5
on Petrol, 173
on Post Office net revenue, 201
on Profits, undistributed, 9%, g8
on Stamp Duty, 102
on Taxes, small indirect, 18g, 192
on Tea and sugar, 103, 104, 123
on Tobacco, 130
Companies, joint-stock, taxation of profits
of, see Profits, taxes on
Conscience money, 15
Corporation profit tax, 11, 12, 22
Cost of living, se¢ Living, cost of
Courtney, Lord, 201
Crawford, Sir William and Broadley, H.,
The Peopls's Foed, 104; r¢ vocoa,
coffee, dried fruits, 1go, 191 ; re food-
stuffs, 212, 214; re sugar, 115, (17;
re tea. 107, 108
Crawford, W. S. Ltd., Research Deparct-
ment of, sez Crawford, Sir William
Credits, post-war, 71, 74, 75
Customs and Excise Duties {and see each
dutiable commodity), 2, 14, 22; net
receipts of the Exchequer from, 11,
12; rates of, in force for the years
1926-27 to 1942-43, 229

INDEX

Death Duties:
burden of, 27—g, 36-7, 76-80; assump-
tions on which present calculations
were based, 79-80, B2-90, g3, on
which previous calculations were
based, 76, 77, 82, 84, Bs, 8y, By;
armmty method of asscssmg, 78-82;
insurance method of assessing, 778,
82—3; ‘Maximum Burden’ assump-
tion, 28, =29, B6-8; ‘Minimum
Burden’ assumption, 28, 2g, 86, B8
defined, 80
Estate Duties, 15, 27, 76, 95, 96; rates
of, 228
in terms of an annual tax, 82n.
incidence of, 2, 19, 76
Legacy Duty, 76, 95, g6
regarded as direct tax on unearned
income, 2, 23, 27, 28, 36, 76-8
Succession Dutes, 76, 95, g6
vield of, 11, 12, 14
Direct taxes (see also Income tax, Surtax,
etc.), burden of, 6, g, 14, 15, 13,
26; definition of, 2; incidence of, 2,
26
Dwties, see under Alcoholic drinks, Sugar,
Tea, etc.

Eire, imports from, 121., 210; imports of
beer from, 144

Electricity, see Public Trading Services

Empire preference, see Preference

Entertainments, expenditure on, of
different incorue groups, 168, 169,
170, 171, 214; of nation, 193738,
167, 168

Entertainments  duty, burden of, on
different income groups, 23, 30, 31,
32, 37, 38, 16g—72, on different kinds
of, 167, 168; rates of, 168, increase
in, 171; vield of, for 193738, 11, 12,
14, for 1941-42, 371, 1720,

Essential Work Qrder, coal levy neces-
sitated by, 193

Estate Duties (sze also Death Duties), 135,
27, 716, g5, 96, 228; vield of, 11, 12,
14, 10t

Excess Profits duty, 11, 12, 22

Excess Profits Tax, incidence of, 101

Exchequer, net receipts of, from ordinary
revenue, I1; from other ordinary
revenue than taxation, 14, 15; from
Post Office net receipts, 202, 203,
from sugar duties, 118; from taxation,
11, 12, per head, 15, 35, increase per
head, 15, 35; negligible apart from
taxation, 14, 15
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Excise Duties, se¢ Customs and Excise
Duties

Expenditure {and s¢¢ each commodity,
etc.):

distribution of national, 223, 224; of
working-class, 223

national, on drink, 141, 155, 160;
on entertainments, 167; on goods
subject to Purchase Tax, 222, 223,
224; on tobacco, 126, 127, 132

public, benefits of, not taken into
account, 7, 33; increase in, 25n.

Family:

definition of social, 3, 4, 5, 198; tax-
paying, 3, 4, 5, 198

distribution of, into ineome grades, §

size of, and burden of taxation, 5, 30,
34, 37, 103; average, 4, 5; burden of
duty, on alcoholic drinks, 150, on
enicrtainments, 170, On SuGAT, 14,
117, on tea, 108, on tobacco, 128;
distribution of, in 1937, 4; repre-
sentative, 4, 37

Family Budget Surveys (and sec cach
Survey), 6, 7

described, 103, 104, 105, 208n.

Bowley, A. L. and Schulz, T., 109, 119,
212n. _

Crawford, Sir William and Broadley,
H., 104, 105, 107, 108, 115, 117, 190,
191, 208n., 212, 214

Inland Revenue, Board of, in 1908, 103

Labour, Ministry of, 4, 29, 105, 107,
114, 115, 128, 137n., 168, 185, 190,
191, 198, 208n.

Liverpool, 212n.

Madge, C., gon., 148, 208n.

Merseyside, 170, 2080,

Middle-Class {recent, 1938-39), 103,
208n., r¢ cocoa, coffee, dried [ruit,
1g0, re size of family, 4, re sugar, 115,
re tea, 107; Allen, R. D. G, and
Bowley, A.L., Family Expenditure,
208n.; O'Brien, P. K., 208; Connor,
L. R. and Archer, B, z08n.; Clark,
C., 208n.; Caradog Jones, D., 208n,

New Surrey of Londen Life and- Labour,
139, 1410, 1420, 143, 208n.

Orr, Sir John B., 104, 106, 113-16,
208n., 212

Oxford Institute of Statistics, s¢¢ Bowley

Rowntree, Seebohm, 139, 170m., 208n.,
214

Trade, Board of, in 1904, 103, 104

Treasury Committee, Lord Sumner's,
in 1918, 104, 189
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Feavevyear, A. E., 113, 203
‘The National Expenditure,
113, 176, 203N,

Fees, 1, 16; of execulors, 95

Female consumption of alechol, 139, 142,
147, 149; of tobacco, 129

Flour milling, levy on (see alse Wheat), 17,

- 193

Food, Ministry of, 19n.

Food (ond se¢ under Sugar, Tea, etc.),
consumption statistics of, 213; pro-
duction and import statistics of, 213;
protective duties on, 212; subsidies
to keep down cost of living, 25n.

Forces, H.M., consumption of alcoholic
drinks by, 56, of tobacco by, 131;
insurance of, social, 199

France, brandy from, 145

Fruit, dried, consumption of, 190, 191;
duty en, 180, 191

imported, 207

1932°,

Gas, see Public Trading Services

Generation, length of, assumed, 85n., 89

Gin, ser Spirits

Glasgow, Survey of, see Madge, Charles

Gloucester, Survey of, see Madge, Charles

Goods, fancy, purchase tax on, 218

imported, see Customs and Excise Duties

Government, as consumer of taxed goods
and services, 1y, 18, 211, 216; as
employer, insurance paid by, 18,
199

Government goods liable to protective
duties, 18, 209n.

Grebenik, E., 85n.

Hamilton, Sir E., 201

Home Market, The, 4n., 6n., 167n,, 203n.,
209 n., 220

Home  QOffice, Workmer's
Statistics, 199n.

Compensation

Import Duties Act, 12, 210
Imputed incomes, ser Income, imputed
Income:
definition of earned and unearned or
investment, 2; of free, 2; of gross and
net, z; of imputed, 22; of net, 2; of
spendable, 2; of statutory, 5
distribution of families in income
grades, 3, 5, 6, 7
earned, gross, to get tax-free, 74
earned, unearned, 3, 23, 33, 34
imputed, 22, 97—100; at different levels
of statutory income, 9g; burden of
taxation on, 100
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Income (cont.)
spendable, 24, 36; ceiling of, 26, 27, 36,
74
statutory, 3, g, 7t, 95-100
tax-free, maximum, 72
Income tax:
burden of, in 193738 and in 1941—42,
on lowest income groups, 26, 33, 72,
73; on separate income groups, 26,
33, 36, 73, 74; on earned, §, 23, 24,
72-4; on unearned, 3, 23, 24, 25,
72-4
rate, 71, 226
reliefs, allowances for life assurance
premiums, 71; for ‘wife’s earned in-
come, 71; on earned income, 4, 71,
72, effect of, on lower and middle
intomes, 26; personal and family,
26, 71, 72; exemption limit, vI,
lowering of, 73
vield of, 11, 12, 14
Indirect taxes (and see under each com-
modity taxed), burden of, 6, g, 36,
37; extra burden of, g; definition, 2;
incidence of, 2; nature of, 30
Tndustrial population, consumpdon of
alcohol by, 7, 137, 142; of jam by,
i14; of sugar by, 7, 115; of tea by,
7, 107; of tobacco by, 131
Industries, Key, see Key Industry Duties;
subsidy to, 17
Inland Revenue, Board of, enquiry, 1908,
103
Inland Revenue Duties (sez also each
Direct tax), defined, 2; net receipts
of the Exchequer from, 11, 12; rates
of, in force for the years 1g26-27 to
1942-43, 225
Insurance:
Commodity and Marine War Risks,
16, 18n., ar, 22
Life, allowances for income-tax pur-
poses, 71, 88; to cover death duties
{see alse Death Duties), 77, 78, 79,
88; to secure payment of perpetual
annuity. 78
on  motors,
174,
Secial, 1, 24, 34, 33, 196-200; defined,
196; paid by government as em-
ployer, 18, 199
War Damage. contributions and pre-
miums, 15, 16, 21, 22
Insurance burden of employers, 2, 16,
199, 207, 216; of employees, 2. 16,
19, 29, 37, 197; of National Health,
146-g; of Pensions, Old Age,

compulsery third-party,

INDEX

Widows and Orphans, 196—9; of
Unemployment General Scheme,
196-9; of Unemployment Agyi-
cultural and Special Schemes, 16,
196, 198, 200n.

Investment income, se¢ Income

Ireland, Neorthern, Estate Duties, 20;
Rates, 16; Social Insurance contri-
butions, 20; transferred taxes, 15, 18

Jam, consumption of, 114; sugar in, 114

Jones, D. Caradog, 103, ro4, 123, 147,
148, z08n.

Joseph, Miss M., 104

Kaldor, Nicholas, 78, 79, Bo; Estimation
of the Burden of Death Duties, Bo—gsg

Key Industry Duties, 12, 210

King, Sir Charles, 201

Lahbour, Ministry of, Family Budget En-
quiry of, 4, 105, 208n.; re alcohol,
i37n.; re cocoa, coffee, dried fruits,
100, 191} f£ composition of family, 4
re entertainments, 168; re foodstufls,
212; re Post Office, 203; re social
insurance, 29, 198; re sugar, 114,
115; re tea, 107; re tobacco, 128;
re travelling, 185

Land Tax, 12, 22

Land Value Duties, 12

Leeds, spending in, in 1942, see Madge,
Charles

Legacy Duty (and see under Death Duties),
76, 95, 96

Licence Duties, liquor, see Liquor li-
cences; other than lguor, 16, 22, in
England and Wales,22,in Scotland, 22

Licences, motor, see Motor licence duties

Licensing, Roval Commission on, Repor?
of, 138, 130, 141n., 142

Lindahl, E., ‘Taxation in Sweden and
other countries’, 50n.

Liguor licences, 12, 158

Liverpool, Cost of Living of Working Clagses
in 1941 {and see Merseyside, Social
Surcey), 212n.

Living, cost of, effect of increase of, on
tax burden, 10; subsidies to keep
down, 25n.; Treasury Committee
on, 1918, 104, 18g

Local Taxation {se¢ also Rates), 16; Royal
Commisgion on, 201

London Life and Labour, New Survty of,
208n.; re alcohol, 139, 141n., 1420,

143
London Passenger Transport Board, 184
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Lubbock, D., see Orr, Sir John
Luxuries, Purchase tax on, 218

Machinery, duties on, att
McKenna Duties, 12, 230
Madge, Charles, Surveys of saving and
spending in Gloucester, Glasgow and
Leeds, gon., 198; in Blackpool and
Bristol, 208n.
Mallet, Sir Bernard, 146, 201, 202
Marshall, Prof., 201
Maiches, duty on, 11, 12, 19; burden on
private households, 192, 195; paid
by tobacco consumers, 130, 133,
192
Materialis, raw, imported, duties an, 207,
211
Medical profession, motor duties paid by,
217
Medicines, Patent, duty on, 189, 191
Purchase tax on, 219
Merseyside, Social Survey of, 1934, 170, 208 1.
Mileage, average covered for private
cars, 175; reductien of, 179
Milling, processing tax on, se¢e Wheat levy
Mineral rights duty, 22
Mining areas, consumption of alcohol in,
137
Mint, the, 15
Money burden of taxation, 8, 10, 35
Movtor fuel (see alse Motor taxation) :
consumption of, in 1937-38, 181, 182;
by different kinds of vehicles and by
industry, 182
duty on different kinds of fuel, 181;
rates of, 145, 232, vield for 1937-38,
11, 12, 181, for 1941-42, 11, 12, 183
rationing of, 179, 187n.; effect of
rationing on, in 1941-42, 182, 183
Motor insurance, compulsory third-party,
73n.
Motor licence duties:
distribution of, among tax groups,
1937-38, 180, 181; 1941-42, 182,
183
number of, in 193738, 186; in 1941~
42, 178
yield for 1937-38, 11, 12, 181; for
1941-42, 11, 12, 183
Motor Manufacturers and  Traders,
Society of, 1731, 174, 175
Motor taxation (Licence .and Fuel
Duties}:
burden of, distributed among tax
groups, 193739, 180, 194142, 181,
182, 183; on private var owners,
1937-38, 177, 178, 194142, 178,
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183 ; onmotor-cycle owners, 1937-38,
180, 1941-42, 183; on account of use
of buses and taxis, 193738, 185,
1941—42, 188

optional character of, 20, 179

yield of, 11, 12, 182, 183

Motor vehicles:

cars, private, cost of running, 146, 178;
import of, 173n.; mileage of, 175,
179; number of, in 1937-38, 173,
174, 178, 186, in 1941—-42, 178, 182;
types, use of different, by different
income groups, 177, 179; use for
business purposes, 179; users of, 177,
war-time changes in use of, 179

commercial vehicles, duty paid on, 181,
182, 183, 216; burden of, 216, 217

motor cycles, cost of upkeep, 180;
number of, in 19537-38, 179, In
194142, 183

public vehicles, expenditure on use of,
185; number of, and mileage of, in
1937-38, 181, 182; number of
journeys on, 184

National Defence Contribution, inci-
dence, 101; yield, 11, 12, 14, 101

Gils, hydrocarbon, see Motor fuel

Orr, Sir John Boyd, family budget
survey {Food, Health and Incomz), 104,
1130., 208n.; re foodstufls, 212; re
sugar, 113, £14, 115, 116; re tea, 100

Orr, Sir John Boyd and Lubbock, D.,
Feeding the people in war-time, 2130

Ottawa Duties, 12, 210

Oxford Institute of Statistics,
budget, surveys of, arzn.

family

Pensions, Old Age, Widows and Orphans,
see Insurance, Social
Ministry of, War Service Grants of
Advisory Committee of, 25mn.
Petrol, see Motor fuel
industrial, duty on, 2, 182, 215
Petrolcum Board, the, 174
Petroleum Informaton Bureau, 174, 175
Population, estimated, 1933-38, 105;
estimated adult, 5938, 125; taxation
per head of, 15, 18
Port (see also Wine), 13g, 140
Post Office net revenue, 1, 2, I4, 13, 33,
38
and Exchequer receipts, 202, 203
burden of, on incomes, for 1953738,
205; for 1941-42, 206; for previous
years, 204, 205
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Post Office net revenue (cont.)
expendnurc of working class on postal
services, 203, on wireless lcences,
204; of middle and upper classes on
all services, 204
proportion of, on account of business
use, 202, 217; of private use, 216
receipts for 1937-38 and 1941-42, 11,
12, 203, 205, 206n.
regarded as tax, 201, 202
Post Ofhice Fund, 202
Post Office Savings Bank, 14
Predecessor, burden of Death Duties on,
76
Preference, Empire, 30, 208; on beer, 144 ;
on fruits, dried, t1gi n.; on sugar, 118;
on tea, 108; on tobacco, 127, 128,
129, 132; ON Wines, 140, 145, 153
Price fixing, effect of monopolistic, 17
Price of Goods Act, 1941, 218
Production in general, taxes on, 2,
21
burden of, 23, 32, 37, 207, 215-17
incidence of, 216
industrial petrol, 182, 215
Insurance, Social, employers’ contri-
bution, 2, 199
motor vehicles, cornmercial, 216
paid by Government, 17, 18, 19
Post Office net receipts from business,
216; from rates, 216
Profits, taxes on business (see alse Excess

Profits Tax, National Defence Con- .

tribution), 2, 8, 20, 21, g5, 97-102;
incidence, 2; yield, 20
taxes on undistributed business (see also

Income, imputed), 22, g7; burden
of, 98, g5, 100; yield of, g8

Protective duties, 20, 21, 23, 24, 32, 38;
burden of, on incomes, 32, 207, 208,
200-15; defined, 209; incidence of,
2, 210} 0N €ars, 174N, ; 0N COnsuUMp-
tion goods, 212; on food, 212-14;
paid by Government, 18; yield of,
11,12, 14, 17, 210

Public Assistance, 5

Public Trading Services, 16

Public Works, effects of expenditure on,
18, 19

Purchase tax, 2o, 21, 23, 24; burden of,

' 32, 37, 222 ; commodities affected by,
218, 219; expenditure on goods liable
to, 224; incidence of, 207; rates of,
218, 219, 232; yield of, for 1941-42,
11, 12, 14, 17, 219

Quota, see Preference, Empire

INDEX

Rates, 8, 21, 24; on business premises,
216, 217; on dwelling-houses, 20, 33,
35: vield of, 16

Rationing, effect of, on consumption of
alcohol, 156; of coffee, rg2; of
clothes, 219, 220, 221; of goods, 10,
33; of jam, etc., 119; of petrol, 10,
31, 178, 179, 182, 183, 187n.; of
sugar, 14, 11g, 120; of tea, 14, 109,
192

Reparations, 15

Road Fund, 173

Rowntree, Joseph and Sherwell, Arthur,
The Temperance Problem and Secisi
Reform, 146

Rowntree, Seebohm, Poverty and Progress
(Survey of York), 139, 170n,, 2080,
214

Rowson, S., 4 Siatistical” Survey of the
Cinema Industry, 167, 1700,

Royal Commission on Licensing, see
Licensing; on Local Taxation, se¢
Local Taxation

Russell, Sir John, Britain’s food in war
time, 213 0.

Sales tax, se¢e Purchase tax

Salter, Dr Alfred, 142

Samuel, Sir Herbert, see Samuel, Lord

Samuel, Lord, ‘Taxation of the Various
Classes of the People’ [in 1503—4,
1913-14, 1918-19], 103, 104, 173;
re alcohol, 146; re entertainments,
167; re death duties, 85; re Post
Office net receipts, 201, 202, 204,
205; re stnall indirect taxes, 18q, 191,
192; re tea and sugar, 103, 104, 125

Sandral, D. M., ' Taxation of the Various

"% Classes of the People’ [in 1930-31],
55, 102, 148, 173n.

Sanger, Mr, 201

Saving, e['fcct of, on death duties, 82, 86,
87; contractual, 214; death dutles,
as deferred tax on, 79

Scolland, consumption of spinits in, 137,
1491., of beer in, 149n.; licences in,
22; local tolls, etc. mn, 16

Service, domestic, expenditure on, 214;
insurance, social, 198

Sherwell, Arthur, see Rowntree, Joseph

Sidgwick, Prof., zo1

Silk, artificial, duus on, 12, 20g, 210

real, duties on, 12, 207, 210; purchase
tax on, 218, 219

Social clam burden of taxation on,
32-4; burden of war-time charges,
25; definition of, 7
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Social classes (cont.) -
Higher classes, burden of death duties
on, 77, of incote tax and surtax,
26, 36, 74, of indirect taxes, see each
tax; consumption habits of (and see
each commodity), 106, 145, 169, 177
Middie classes, burden of income tax
on, 73, of indirect taxes, se¢ cach tax;
consumption habits of (and see each
commodity), 106, 107, 145, 177,
21g; family budgets, 105, 208n.
Working classes, burden of income tax,
72, 73, 79, of social insurance con-
tributions, 29, 198, of indirect taxes
{and se¢ each tax), 3o-2, 3%; con-
sumption habits (ard se¢ each com-
modity), 106, rig, 12g, 148, 156,
16g, 180, 190, 203, 219, 221; con-
sumption of food, 213; expenditure,
distribution of, 223, 224; families,
composition of, 4, nrumber of earners,
4, 198; family budgets, 103-5, 208n.
Social Services, see Insurance, Social
Spirit, motor, se¢ Motor fuel
Spirits {se¢ also Alcoholic drinks) :
consumption of, 138, 139, 148~571, 153,
154, 156, 159; factors determining,
137, 139, 140, 142, 154
duty on, in 1937-38 and 194142, 143,
144, 145, 153 ; burden of, in 1937-38,
149, 150, 162—4, in 194142, 164-6;
rates of, 144, 145, 153, 231, Increases
in, 153; yield of, 152
expenditure on, 160
price of, 145
Sports, duty on admissions to, s¢e Enter-
tainments
Stamp, Lord, 142
Stamp duties, 2, 15, 101, 102, 216
Standard of Living {see also Living, cost
of), 138, 171
Subsidies, on agriculture, 17; on industry,
17; on sugar industry, 118; on wheat,
193; to keep down cost of living,
25n,
Succession Duty (and sec under Death
Du““)a 761 95' 96
Suez Canal shares, 14
Sugar:
consumption of, 6, 18, 19, 112-20;
factors determining, 5, 7, 17, 30,
115-18; in 1941-42, 115, 120; in
previous years, 112; in catering
establishments, 30, 115, 11g; In
manufacture of confectionery, jams,
etc., 21, 30, 112-17, 119; rationing,
effects of, on, 119, 120
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duty on, burden of, on incomes, 30, 37,
in r937-38, 121, in 1941-42, 122,
in different-sized families, 117, 121-2,
in previous years, 123; incidence
of, gn., 118; rates of, 118, 229,
regarded as unavoidable tax, 1g;
vield of, 11, 12, 14, 17
subsidy on, 17, 18
Supertax, see Surtax
Surtax {se¢ alio Income tax}, burden of,
on incomes, 26, 33, 74; evasion of,
toon.; rate of, 72, 227, vield of, 11,
12, 14

Table waters, se¢ Taxes, small indirect
Taxation (se¢ alro each tax):
burden of, average per head, 15, 18;
characteristics of, 24-6, 35-7;
changes in, long term, 24, 58, 50,
war-time, 25, 56 definition of, 8-10,
35; on community, 18, 19; on in-
comes, earned, 2, 52-3, imputed,
1oo, investment, 2, 54, rcpresenta-
tive (combined earned and invest-
ment), 3, 57, total burden, 35-7,
56, unavoidable burden, 15, 34,
3960, of direct taxes, 26, 523, of
indirect taxes, 30, 52-3; previous
enguiries into the, see Colwyn Re-
port, Jones, D. Caradog, Lindahl, E.,
Sandral, D. M., Sarmuel, Lord ; real
and money, 8-10
definition of; 1
effects of, 1
incidence of (and see each tax}, 1, 2, 6
net rececipts of, for different years,
11-12, 38; per head of population,
15, 18, 35
system of, see Tax structure
Tax structure, 11-22; characteristics
of, 14; changes in, 12-14; distribu-
tion of, 17-22; war-time changes in,
L .
Taxes? small indizect, levied on coal,
cocoa, coffee and chicory, dried
fruits, milling matches, patent medi-
cines, table waters (see also each
comumodity) :
burden of, 191, 1g95; compared with
previous enquiries, 192
consumption per head, 189, 190
yieldof 1937-38, 18g,0f 194142, 191~2,
1g92n.
Tea:
consumption of, 6, 105; factors deter-
mining, 5, 7, 106, 107, 108, 109;
outside the home, 10g rationing of,
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Tea (cont.):
14, 104, 192; total and per head for
years 1033-33, 105-7; war-time, 109
duties on, burden of, on incomes, 30,
37, ti1o, 111, on different-sized
families, 34, 108; incidence of, 2;
rates of, 108, 110, 229; regarded as
unaveidable tax, 19; yield of, 11, 12,
14
price of, differences in the, 30, 106
Telegraph Department of the Post Office,
204, 205, 206
Telephone Department of the Post Office,
204, 205, 206
Theatres (and see Entertainments), duty
on admission to, 167, 168, 171
Timber, imported, 207
Tobacco:
abstainers from, 126
consumnption of, average, 125, 1206,
127; by men and women, 126, 125;
faciors determining, 5, 7, 30, 31, 33,
124, 19¢; increase in, 124; war-time
increase in, 131
different kinds of: cigarettes, 125, 126,
127, 133, cigars, 125, 134, pipe
obacco, 125, 126, 133
duty on, burden of at different levels
of consumption, in 1937-38, 31, 32,
37, 128-30, in 104142, 33, 130,
132, compared with other taxes, 33,
37, regarded as avoidable tax, 6, o,
29, 24, 30; rates of, basic and pre-
ferential, 230, in 1937-38, 127,
in 1941-42, 132; vield of, t1, 12, 14

expenditure, national, in 1g937-38,
126, 2y, 128, In 1940-42, 132;
average per family, t27,in 194142,

132
Match, duty, borne by consumers of,
[30, 133, 192, 193
prices of, 127, 132
Tractots, petrol consumed by, 182
Trade, Board of, family budget survey of
1G04, 103
Traffic Commissioners, publication of,
184
Transport, Ministry of, re motor vehicles,
number of, 174; types of, 180

INDEX

Treasury Committee, Lord Sumner’s in-
vestigation of the Cost of Living of
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