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uvive comnssio’s zrfgEavANTY OF (Wil

ORDERS OF THE HOUNE.

3rd April, 1919..

OrDERED : That the reports of the Cost of Living Commission,.

. viz.: the General Report and Report on Rents and Housing
[U.G. 55—’18] and the Profits Report [U.G. 1-—19], and the -
recommendations made therein be referred to a Select Committee
for consideration and report as to how far and.-in what direction

it may be possible to expedite action and give effect to the desire
of the Commission endorsed by the (Government to lessen the
pressure arising from the increase of prices upon the consumer . -
and in that way to diminish the prevailing complaints as to the .
increased prices of the necessaries of life within the Union.

7th April, 1919.

OrDERED : That the Minister of Railways and Harbours, Sir-
‘Willem van Hulsteyn, Messrs. Close, Macintosh, Garcia,. Baxter,
Boydell, J. W. G. Steyn, Louw and de Beer be members of the
Committee. . ‘

9ih April, 1919.

OrDERED : That the Committee have power to call for papers. -

10th April, 1919.

OrpERED: That the Interim Reports of the Cost of Living
Commission [U.G. 13—1918] and [U.G. 16—1918] be referred to
the Committee. : .

OrpERED: That Mr. Boydell be discharged from service on
the Committee and that Mr. Sampson be appointed in his stead.

15th April, 1919.

OrDERED : That the Committee have leave to takeAeviden‘ce.

[S.C. 13—19]



REPORT

. OF THE .

SELECT COMMITTEE, appointed by Orders of the
House of Assembly, dated the 3rd and 7th April,
1919, to consider and report upon the Reports
and recommendations of the Cost of Living
Commission, and to consist of the MINISTER OF .
Ramiways AND HARrRBOURS, Sir' WILLEM VAN |
HuLsTEYN, Messrs. CLosSE, MACINTOSH, GARCIA,

- BAXTER, SampsaN, J. W. G. SteYN, Louw and
DE BEER. ' :

Your Committee having considered the reports and
recommendations of the Cost of Living Commission, -
-and having taken evidence (which it submits herewith)
begs to report as follows :— - '

GENERAL.,

1. Your Committee has, of course, not seen the
evidence taken by the Commission, and it considered -
it impracticable and contrary to the intention of the .
House that it should undertake an exhaustive re-
investigation, by the examination of witnesses, on the-
matters reported upon by the Cost of Living Commis--
sion and referred to your Committee. It has accord- -
ingly confined itself in this respect to giving an
opportunity to the Chairman of the Commission of,
~ explaining and elucidating its views and to obtaining
further information, not supplied by the Commission
+ itself, on some of the more important questions dealt

with in the Commission’s Reports. S

2. Your Committee regrets that owing to his resigna-
tion as a member of your Committee, it has not had
the advantage of any assistance in its deliberations
frgm_ Mr. Boydell, who was a member of the Com-
mission,

3. Your Committee has been furnished by the

Association of Chambers of Commerce of South Africa
[S.C. 13—19] :
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with a memorandum upcn the Commission’s findings .
and, as those findings mainly affect the mercantile
community, your Committee, while not prepared to
express’ an opinion upon this memorandum, except
in so far as the present report conveys its opinion,
considers it fair that the views of the Association
should be placed before Parliament, and it therefore
attaches the memorandum to this Report as an
Appendix [Appendix A]. Since the framing of this
Report, the Chairman of the Commission has sent
your Committee, by telegraph,. certain comments and
criticisms upon the Association’s memorandum. This
telegram is also attached to your Committee’s Report
as an Appendix [Appendix D]. . , .

_ 4. In dealing with the matters referred to it, your
Committee has considered the recommendations made
by the Commission and not those made by any indivi-
dual Commissioner. )

5. In your Committee’s Report the expressiom
“ paragraph > refers, unless otherwise defined, to
paragraphs in the Profits Report of the Commission ;
 Chairman,” means the Chairman of the Commission,
and * Commission” means the Commissicn on the
Cost of Living. :

GENERAL REPORT OoF COMMISSION.

6. It will be convenient to deal first with the recom-
mendations tontained in the General Report.
" (a) Your Committee approves generally of the
recommendations contained in clauses (3), () and
~(5) of the Summary (page 11, General Report). As
_ to clause (3), it wishes to refer to the discussion of this
“matter in a later stage of its Report. _

() With regard to (1) and (2), ycur Ccmmittee
refers to the statement of Government action already
taken, as set forth under heading (2) of Appendix C.
Your Committee understands that substantial provi-
sion in the same direction is being made by the Railway
Administration for the housing of its employees. Your
Committee approves of the action hitherto taken and
commends to Parliament the desirability of taking
practical steps in the way of improving housing ccndi-
tions generally in the Union. In this connection your
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Committee regards it as desirable that legislation should -
be introduced to enable the Government to consider
applications for loans by municipal bodies and others
for this purpose. . ' '

(¢) The whole question of preferential railway rates
(clause 6) is essentially a matter of railway policy which
does not fall within the practical scope of the.present
inquiry, and your Committee is not prepared to make
~ any recommendation on the subject, especially in view

of the opinion expressed in paragraph 38 of the General
Report. ' .

ReENTS  AND HouUSING.

7. Save as stated in paragraph 6 (b) of this Report,
your Committee does not consider it necessary to make
any recommendation in regard to the matter of Rents
and Housing (page 42, Report on Rents and Housing).

ProriTs REPORT.

8. The matters dealt with in this report may be
suitably discussed under the respective clauses of the
Summary of Recommendations, paragraph 172.

(a) Meat Trade.—As to clause (1), your Committee
approves of the recommendation that a meat trade
. investigation commission should be appointed as
proposed. In view, however, of the evidence given
by the Chairman as to the impracticability of fixing
prices generally, and of your Committee’s view on that
subject expressed under the heading “ Control of Prices
and Profits,” your Committee does not recommend the
proposal in clause (2). ’

As to clause (3), your Committee is of opinion that
this recommendation is economically unsound, im- -
pragticable and not in the best interests of the country,

* and should therefore not be adopted. o '
(b) Appointment of Sugar Expert.—(Clause 4.) Your
Committee understands that, as a matter of fact, some
of the large producers and millers of sugar have their
own experts in connection with the sugar industry,
‘but it recommends that, in view of the position of a
large number of sugar planters who are engaged in
growing cane upon land leased to them by the Govern-

ment on certain conditions and the desirability of
[S.C. 13—19] L :
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guiding and assisting their operations as far as possible
along scientific lines, the Government should consider
the matter of obtaining an expert adviser for the sugar
industry. Your Committee, however, does not recom-
mend that further schemes of development or leasing
of land for sugar growing should be stopped pending a
report from the expert.

(c) Mine. Reef Trading (Clauses 5 and 6). Your
Committee understands that the Government has
already appointed a departmental committee to
enquire into the system of native trading on the mines,
and the present method of disposal of trading sites.
Your Committee is of opinion -that further action in
connection with this matter should be postponed until
the report of the departmental committee, “which is at
present engaged upon its enquiry, is received.

UxpuE PROFITS.

9. The Commission reports generally that  undue
profits” had been made by merchants (paragraph 106),
and the Chairman in his evidence defined ‘undue
profits ”’ as meaning gross profits in excess of pre-war
rates (Qs. 24, 82, etc.) He stated that these undue
profits had been made because the pre-war percentage
of gross profits had been generally maintained in spite
of increased selling prices, and in some cases had even
been raised. As a test of pre-war profits the Com-
mission had taken the year 1914, but the Chairman
agreed that the results of 1914 were below those of an
average year for mercantile business, and that an
average of the years 1912, 1913 and 1914 would have
been a fairer basis of comparison. He added. that
this factor, though it would reduce the extent to which
increase of profits had taken place, as shown in,the
Commission’s tables and conclusions, would not al'ter )
‘the fact that unduly high profits had been made during
the war period. '

10. Your Committee, however, cannot help feeling
that the selection of the year 1914 as a test of fair
profits was, under the circumstances, unfortunate, ar.ld
that it must necessarily affect the value of the Chair-
man’s definition of “undue profits’ as stated by
him to have been understood by the Commission.
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Your Committee does not consider it practicable to
enter into a detailed examination of the various tables
contained . in the Commission’s report, but desires
to point out that the Chairman stated that no argu-
ments as to undue profits were based on Table R.

11. The Commission finds that adherence to the
principle of charging replacement cost was to some
extent responsible for increased profits, and no doubt
this was the case. But it is stated in the report that
in normal times this principle does not materially
affect the consumer, and your Committee feels that,
assuming the principle of replacement as accepted, it
was probably difficult for merchants to arrange their
business upon some other basis, and that the average
of profits automatically rose as a.result of the applica~.
tion of this principle under war conditions.

12. Tt is fair to point out also that there were ad-
mittedly other important contributory causes to the
increase of profits (such as e.g., those mentioned in
Chapter 2, Profits Report); that the Commission
confined its examination to nine areas only and to
certain firms in those areas, such firms being naturally
the best known and most successful firms, so that the
results can hardly be regarded as a complete reflection
of the whole trade position in this respect ; that no
account appears to have been taken of the increase in
the capital employed ; that interest charges paid by
merchants are treated by the Commission as part of
their profits, so that in all the years taken for com-.
parison the merchants have been loaded with the profits
of bankers, etc., as well as their own ; that there is no
indication in the Report of any possible increase in
such interest charges during the war period ; and that
increased profits were in fact comparatively only a
small factor in the increase of the cost of living.

13. On the other hand your Committee was im-
pressed by the Chairman’s definite statement that the
various qualifying factors referred to, while accounting
for a portion of the percentage increases of profits
during the war, do not account for the whole of them,
and that the portion not so accounted for must, in
certain cases, be due to the raising of the percentage
of profit above that followed in pre-war trade. =~

[S.C. 13—19]
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14. Your Committee thinks it right to draw atten-
tion to the fact (disclosed by a statement furnished to
- them by the Port Elizabeth Chamber of Commerce and
annexed to this Report as Appendix B) that}the
advance on pre-war prices on certain articles controlled
by the Government through the Commission itself has
been much greater than the average increase in the
cost of living generally. The average increase on all
articles mentioned in the statement is 104 per cent.,
while according to the monthly table for February,
1919, published by the Director of Census and Statis-
tics, the average increase in the retail prices of neces-
-saries has been 46.8 per cent. 1t may also be remarked
that, in the case of the sugar industry (paragraph
79), the control exercised by the Commission did not
prevent a generally ‘increased net profit from being

made. .

*15. On the whole, therefore, the impression created
on the mind of your Committee, after careful con-
sideration, is that, while it regards the conclusions of

“the Commission as a result of its painstaking investi-
gation as justified to the extent that in certain cases
the rates of profit have been unduly high, in the main
the profits seem to have been largely fortuitous profits
consequential upon the rising prices in the world’s
markets.

CONTROL OF PRICES AND PROFITS.

~16. In paragraph 173 the Commission asserts that the
. necessity for an effective control of prices and profits
remains even though the war has ended and the Chair-
" inan explained that clauses (7), (8) and (9) of
paragraph 172 were intended to provide methods of
such control. He said, as indeed the Commission’s
report states (Par. 13 and elsewhere), that in.normal
times the necessity for such control hardly exists but
re-affirmed the Commission’s view (Par. 14) that the
abnormal “conditions obtaining during the war are
likely to continue for some time. Your Committee
agrees that a speedy return to ordinary conditions is
unlikely and that certain articles (such, inter alia, as
leather and woollen goods) will probably remam at a
-high price for some time to come. But it cannot over-



OF LIVING COMMISSION’S REPORTS. xi

look the fact that generally the whole tendency of
prices is now downwards, especially in the case of
foodstuffs, and it considers that this tendency is bound
to continue until normal conditions—not necessarily
pre-war conditions—are reached. Your  Commiitee’s
view of the probable movement of prices necessarily
affects their judgment of the proposals indicated
in clauses (7) and (8),. as explained by ' the
Chairman. Indeed, an inherent and most im-
portant consideration’ in dealing with the whole
report of the Commission is that it was framed
in war-time and was inevitably adjusted to war
conditions and their probable. continuance, where-
as the report falls to be considered and  applied,
so far as it may be applied, to circumstances of an
entirely different complexion. In spite of the Com-
mission’s view  above referred to, therefore, your
Committee cannot help being influenced by this very
material factor in the general situation. ~ - -
17. As to the specific remedies suggested for the pre-
vention of excessive prices, your Committee does not
recommend the proposal in clause (7)," inasmuch as,
while the statements referred to would involve con--
siderable trouble to prepare, they would, in any case,
reflect only one portion of the business activities of
the community, whereas, admittedly, many other.
pursuits and industries, e.g. that of 'farming, should
by parity of reasoning be similarly treated, though the
Commission does not recommend this. Your Com-
mittee ‘does not see that any practical advantage
would be gained by the publication of such state-
ments. : : : '
18. The Chairman’s exposition of paragraph 8 was
that it aimed at legislative action against combina-
tions in restraint of trade and in favour of compelling
wholesale dealers to sell to bona fide traders and Co-
operative Societies. In this connection, the Chairman
dealt with paragraph 164, which he said set forth the
“defined principles” referred to in clause (8) of the
Summary of Recommendations, and advocated {he
~ control of profits by the Government fixing cerfain
percentages of profit as reasonable and prosecuting

dealers who exceeded these limits. Pre-war rates
[S.C. 13—19.] . .
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should form a basis for the calculation of gross profits
and percentages exceeding these figures should be
considered as producing undue profits. He also
developed the proposal for licensing traders (under
certain conditions) contained in the same clause, and
your Committee refers the House to the details of his
evidence on these points.

19. Your Committee, while it does not regard the

~ Commission’s finding satisfactorily established that re-

tail traders had to an increasing extent fallen under
the control of wholesale houses during the war, is
satisfied that there have been combinations of whole-

“sale dealers which have refused to supply Co-operative

traders and others with goods,on the same favourable
basis as to their own customers, and, as already stated
with regard to clause 3, par. 42, of the General Report,
your Committee endorses the recommendation of the
Commission in favour of legislation against such

-combinations in restraint of trade and also to compel

manufacturers and dealers to sell their goods on the

“most favourable terms to any bona fide trader, associa-

tion or traders or co-operative society in a position to
make satisfactory arrangements as to payment.

20. With this exception, your Committee does not
recommend the proposals in clause 8 of the Summary
as explained and elaborated by the Chairman of the
Commission. He declared himself against any attempt
to fix prices as impracticable, but admitted that the

proposal to fix percentages of profit did really involve

the fixing of prices to a considerable extent. The
fixing of pre-war percentages of profit as the standard
is admittedly arbitrary and does not commend itself

_to your Committee as sound. Moreover, such a scheme

~as the Chairman described would involve the pre-

paration and publication beforehand of a schedule of
gross profit percentages and also the establishment’of
alarge and expensive costing organisation to watch and
control prices charged by traders throughout the
country, which your Committee regards as an im-
practicable suggestion, especially as the Chairman
admitted that he did not. think it would effect a
material reduction of prices. There was no precedent

- shown for any such method of State control of prices



OF LIVING COMMISSION’S REPORTS. xili

and the Commission has failed to define any practical
method of carrying out the recommendations on this’
point in clause 8 of the Summary. Your Committee.
desires to refer to the evidence on this subject given
by Mr. A. P. McLoughlin. '

Co-OPERATIVE ENTERPRISES.
(Clause 9, paragraph 172, Profits Report.)

21. Your Committee has given careful attention to
this important matter, and recommends that the
Government should encourage co-operation amongst -
consumers : , A . '

(1) By the introduction of suitable legislation for the

. formation and working of co-operative societies.
Such legislation should provide, ¢nter alia :

(a) Some simple form of registering the increase of
capital, which is necessary from time to time
- as shares are taken up. A
(b) The limitation of spheres of territorial activity..
(¢) That business be confined to members. '
(d) That borrowing powers be limited to 80. per
cent. on unpaid capital. . '
" (e) That voting power be based on the “ one man,
one vote >’ principle. ~ -
(f) That dividends be paid in proportion to pur-
chases, not to shareholding. :
(9) That there shall be a maximum limit of shares
which may be held by any one shareholder.

(2) By providing suitable machinery for advising in
connection with the formation and the working
of such societies. . o
22. The Chairman, in°explaining the proposals of
the Commission on this subject, divided them into (a).
proposals for organised propaganda of an educational
character in regard to the principle of co-operation, and
(b) financial assistance. Generally speaking, the Com-.
mission’s views with regard to (a) are endorsed by your
Committee’s above recommendation, but your Com- .
mittee is unable, after thorough and sympathetic
consideration, to recommend financial aid by the State
[S.C. 1319 '
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to co-operative societies. It is true that such assistance
is given under specified conditions to agricultural
co-operative societies in this and other countries,
though even to such societies the principle of State
~aid in money has not been widely applied. There are

substantial differences between the position of agri-
cultural societies and societies for the promotion of
co-operative storekeeping, and your Committee desires
to refer to the important and interesting statement on
this whole question given by Mr. T. B. Herold, the
General Manager 1of the Land Bank, who was not

examined by the Commission, but to whose evidence
" your Committee thinks great value should be attached
and with whose conclusions generally it is in agreement.
From Mr. Herold’s statement, as well as the statement
of the Chairman, it is clear that no precedent can be
found for the State granting financial aid to cox
operative consumers. :

23. On the ‘whole, your Committee is inclined to
adopt the view expressed by the Cominission itself
in its memorandum on co-operative societies of
December 3rd, 1917 [U.G. 13—1918], page 3, that
“in ordinary times no notice need be taken by the
Government of the development of these societies,
which might be allowed to follow its natural course.”
This opinion being obviously at variance with the
Commission’s recommendation now under discussion,
the Chairman states that he has changed his mind on
the- subject since 1917. ' o

: Heavier Excess Prorrrs Tax (Clause 10).

24 Your Committee examined Mr. A. P. McLough-
- lin, the Commissioner for Inland Revenue, upon this
subject, and desires to refer to his statement. '
In view of your Committee’s decision with regard
to clause (8) of the Commission’s recommendations,
your Committee did not approve of the proposal that
the rate of the Excess Tax should be increased so as
to “ absorb all profits above some agreed percentage.” .
Your Committee, while feeling that the levying of a
heavier Excess Profits Tax is not likely directly to
affect the cost of living, yet is of opinion that it will
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indirectly benefit the consumer as a taxpayer, and
that an increase in the rate to be levied during jthe
current year under the existing Act is, therefore,
justifiable in relief of other taxation in case of further
revenue being required.

25. In conclusion, your Committee is of opinion that,
in view of the importance of the matter dealt.with bv
the Commission and the nature of its recommenda-
" tions, the Government was amply justified in hesitating
to adopt all the conclusions and recommendations of
the Commission, and in demanding further considera-
tion and investigation of this very dlfﬁcult and com-
plicated subject.

26. Your Committee annexes, for the mformatlon
of Parliament, a memorandum of Government action -
taken from time to time on reports of the Cost of
Living Commission [Appendlx 0.

HENRY. BURTON
Chairman.

Committee Rooms,

House of Assembly,
19th May, 1919.

[S.C. 13—19.]



PROCEEDINGS OF COMMITTEE.

ProcEEDINGS OF THE SELECT COMMITTEE, appointed by Orders of |
the House of Assembly, dated the 3rd and 7th April, 1919,
to consider and report upon thé Reports and recommendations
of the Cost of Living Commission, and to consist ‘of the
MixisTER oF RarLwavys anp HarBoUrs, SIR WILLEM_VAN
HoiLsTEYN, Messrs. CLOSE, MAcCINTOSH, GARCIA, BAXTER,
Sameson, J. W. G. STEYN, Louw and pE BEER."

" Tuesday, 8th April, 1919.

PRESENT :
The Minister of Railways and |  Mr. Baxter.
Harbours. [ Mr. J. W. G. Steyn.
Sir Willem van Hulsteyn. ] Mr. Louw.
Mr. Close. | - Mr. de Beer.
Mr. Garcia. : | - '

Clerk read Orders of the House, dated the 3rd and Tth April,
1919, appointing the Committee. . '

Clerk laid upon the Table copies of the following Reports of
the Cost of Living Commission, referred to the Committee :

(1) General Report and Report on Rents and Housing [U.G.
55—'18]. .- _oe e
(2) Profits Report [U.G. 1—'19].

On the motion of Sir Willem van Hulsteyn,

Resolved: That the Minister of Railways and Harbours be
Chairman. ,

The Committee proceeded to the consideration of the summary
of recommendations contained in paragraph 172, page 43, of
the Profits Report. ’

On recommendation No. (1) as follows :

That a Meat Trade Investigation Commission be appointed
as soon as possible to investigate the meat trade and
- prepare a scheme for its re-organisation on sounder lines.

Mr. Close moved : That the Committee recommends the adoption
of this recommendation, and that the Commission proposed to’
be appointed should be asked, ¢nter alia, to consider recommenda-
tions Nos. (2) and (3).

Mr. Louw moved, as an amendment: To omit all the words
after “ recommendation ” in line 2, to the end. :

[8.C. 13—19.] ' 9
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Upon which the Committee divided :

Ayes—4. | Noes—4.
The Chairman. |  Sir Willem van Hulsteyn.
Mr. Garcia. | Mr. Close.
- Mr. Louw. | Mr. Baxter.
Mr. de Beer. |

Mr. J. W. G. Steyn.

The numbers being equal, the Chairman gave his casting vote
with the “ Ayes,” and the amendment was accordingly agreed to.

The motion, as amended, was then put and agreed to.

On recommendation No. (2) as follows:

That this Meat Trade Investigation Commission consnder the
advisability of fixing 5%& per 1b. (the Imperial Govern-
ment contract price “of 5%d. less §d. cold storage charges)
as a maximum wholesale price for beef throughout the

. Union. '

On the motion of Mr. Close,

Resolved : That the Committee recommends that the proposed
Meat Trade Investigation Commission should consider the ad-
visability or otherwise of fixing maximum wholesale and retail
prices for meat.

On recommendation No. (3) as follows:

That the export of meat for the open overseas market be
prohibited until such time as it is clear that the wants
of the Union consumer are being supplied at reasonable
prices, the Meat Trade Investigation Commission to
decide what are reasonable consumers’ prices under

... existing conditions and this prohibition not to apply to
Imperial Government contracts.

Mr. Louw moved : That the Committee is of opinion that this
recommendatlon is economically unsound, not in the interests of
the country, is impracticable, and should not, therefore, be adopted.

Mr. Baxter moved, as an amendment : That the Committee re-
commends without expressing any opinion on the merits thereof,
that this recommendation be referred to the proposed Meat Trade
Investigation Commission for report.

Upon which the Committee divided :

Ayes—3. Noes—5.
Sir Willem van Hulsteyn. | The Chairman.
Mr. Close. . o Mr. Garcia.
Mr. Baxter. ! Mr. J. W. G. Steyn.
| Mr. Louw.
| Mr. de Beer.

The amendment accordingly negatived.

The motion was then put and avreed to.

On the motion of Mr. Close,

Resolved : That there be laid before the Committee a report
’ by the Secretary for Finance, showing what action has been taken
by the Government on the various reports and recommendations
of the Cost of Living Commission.

The Committee deliberated and adjourned until Monday, at
10.30 a.m.
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Monday, 14th April, 1919.

} PRESENT :
Tee MINISTER OF RaiLwavs AND HarBours (Chairman).
. N ER T

Sir Willem van Hulsteyn. | Mr. Baxter.
Mr. Close, {  Mr. J. W. G. Steyn.
Mr. Garcia. .} . Mr. Louw. ’

Clerk read Order of the House, dated the 9th instant, that the
Committee have power to call for papers.

Clerk read Order of the House, dated the 10th msta,nt referring
to the Committee the Interim Reports of the Cost of lemg Com-
mission [U.G. 13--1918] and [U.G. 16—1918].

The Chairman laid upon the Table a list of Interim Reports of
the Cost of Living Commission and the action taken by the Govern-
ment thereon, together with a memorandum om thé subject of
the control of imports during 1918. -

The Chairman read and laid upon the Table a letter, dated
the 10th instant, from Count Wilmot, on the subject of the high
price of bread.

The Committee deliberated and adjourned untll Thursda,y, at
10.30 a.m. . ,

Thursday, 17th Apn}l, 1919.
PRESENT : :
Tae MiNisTER oF RaiLways AND HarBours (Chau‘man)

Sir Willem van Hulsteyn | Mr. Baxter. S
' Mr. Close. |  Mr.J W. G, Steyn.
Mzr, Macintosh. . Mr. Louw. o
Mr. Garcia. Mr. de Beer.

Clerk read Order of the House dated the 15th instant, that the
Committee have leave to take evidence. '

The Chairman read and laid upon the Table a letter, dated
the 14th instant, from the Secretary for Finance, forwardmg, in
compliance with a resolution of the Committee, dated the 8th
instant, a memorandum on the action taken by the Government
on the reports and recommendations of the Cost of Living' Com-
mission. [Appendix C.]
. The Committee resumed the consideration of the summary of
recommendations contained in paragraph 172, page 43, of the
Profits Report.

On recommendation No. (4) as follows :

That an expert adviser with Lnowledge of sugar growmg in
other countries be obtained for the sugar industry, and
that the Government agree to no further scheme of
development or to the leasing of additional lands for
sugar growing until such expert advice has been obtamed

On the motion of the Chairman,
[S.C; 1319,
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_ Resolved : That, on the information before the Committee
it}does not consider it necessary to take any action in this connection

at present. -
The Committee deliberated and adjourned until Tuesday, at

10.30 a.m:

Tuesday, 22nd April, 1919.

’ PRESENT : ,
TeE MiNisTER OoF RaiLways AND HarBours (Chairman).

" 8ir Willem van Hulsteyn. |  Mr. Garcia.
Mz, Close.: Mr. Baxter.
. Mr. Macintosh.

The Committee .deliberated and adjourned until Thursday, at
10.30 a.m,

Thursday, 24th April, 1919,

, PRESENT :
Tae MinisTER OF RaiLways aND HarBours (Chairman).
Mr. Close.. : ] Mr. Garcia.

"Mr. Howard Pim, Chairman of the Cost of Living Commission-

was in attendance.
The Committee dehberated and adjourned until to-morrow, at

1030 a.m.

Friday, 25th April, 1919.

PRESENT :
Tae MiNisTER oF RaiLways anp Harsours (Chairman).

Sir Willem van Hulsteyn. |  Mr. Garcia.
Mr, Close. |  Mr. Baxter.

Mr. Macintosh. : |

On the motion of the Chairiaan,
- Resolved : That, in terms of Standing Order No. 233 [1919
Edition], the evidence given before the Committee be recorded,
and transcribed in the narrative form.

Mr. Howard Pim, Chairman of the Cost of Living Commission,

was examined. '
The Committee deliberated and adjourned until Monday, at

10.30 a.m.

«



‘ COST OF LIVING COMMISSION'S REPORTS. xx1

Monday, 28th -April, 1919.

PRESENT :
Tae MiNISTER OF RArLwavs anp HarBours (Chairman).

Sir Willem van Hulsteyn | - Mr. Garcia.
Mr, Close. ]  Mr. de Beer.
Mr. Macintosh. |-

Mr. Howard Pim, Chairman of the Cost of - L1v1ng Commission,

_was further examined. :

The Committee deliberated and adjourned until Tuesday, at
10.30 a.m. ;

Tuesday, 29th April, 1919.

" PRESENT:

Mr.” Garcia. | Mr de Beer.
Mz. Louw. ' |

In the absence of a quorum, the Clerk of the House, in con-
sultation with the Chairman, and in terms of Standing Order
No. 229 [1919 Edition], fixed the next meeting for to-morrow at
10.30 a.m. )

Wednesday, 30th April, 1919.

_ PRESENT : »

TeE MiNIsSTER OF RarLways - aNp HarBours (Chairman).
Mz. Close. |  Mr. Baxter. '
Mr. Macintosh. | Mzr. Louw.

Mr. Garcia. |

Mr. Howard Pim, Chairman of the Cost of lemg Commssmn-
was further examined.

The Committee deliberated and adjourned until to-morrow at
10.30 a.m. -

Thursday, 1st May, '1919.

PRESENT :
Tee MINISTER oF RAILways AND HarBours (Chalrman)

Sir Willem van Hulsteyn. ! Mr. Baxter.

Mr. Close. [ Mr.J.W.G. Steyn.
Mr. Macintosh. | Mr. Louw.

Mr. Garcia. ! Mr. de Beer.

Mr. Howard Pim, Chairman of the Cost of lemg Commlsswn’
was further examined.

During the examination of this witness, the Chairman left the
room. :

On the motlon of Mr. Close,
Resolved : That Mr, Macintosh take the Chair.
[S.C. 13—19.]
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Mr. Thomas Barry Herold, Chairman and General Manager of
the” Land and Agricultural Bank, was examined.

During the examination of this witness, the Chairman entered
the room, and Mr. Macintosh vacated the Chair.

The Committee deliberated and adjourned until to-morrow, at
10.30 a.m. :

Friday, 2nd May, 1919.

PRESENT : :
Tee MINISTER OF Rartways axp Harsours (Chairman).

Sir Willem van Hulst;eyn | Mr. Baxter. .

Mr. Close. | Mr. J. W. G. Steyn.
Mr. Macintosh. | Mr. Louw.

Mr. Garcia. ' | Mr. de Beer.

Mr. Howard Pim, Chairman of the Cost of Living Commlssmn
was further examined.

The Committee deliberated and adjourned until Tuesday, at
10.30 a.m.

Tuesday, 6th May, 1919.

) PRESENT :
Tae MinisTER oF RaiLwavys axp HarBours (Chairman).

Sir Willem van Hulsteyn. | Mr. Baxter.

Mr. Close. | Mr. J. W. G. Steyn.
Mr. Macintosh. |  Mr. de Beer.

Mr. Garcia. , |

The Chairman read and laid upon the Table :

(1) Letter, dated 30th ultimo, from Mr. P. Rose, Clerica,
~ Assistant in the Defence Department, on the subjéét
" of housing accommodation for Civil .Servants.

(2) Letter, dated 2nd instant, from the Joint Secretaries of
the Assoclatlon of Chambers of Commerce of South Africa,
Capetown, forwarding copies of a report compiled by»
that Association on the Profits Report of the Cost of
Living Commission. [Appendix A ; Report only printed.]

(3) Letter, dated 2nd instant, from the Secretary of the Cost
of Living Commission, Capetown, on the subject of
retail prices of fresh fish, during December, 1918.

Mr. Arthur Patrick McLoughlin, Commissoner for Inland
Revenue, Capetown, was examined.

The Committee resumed the consideration of the summary of
recommendations contained in paragraph 172, page 43, of the
.Profits Report.

* The Committe¢ reverted to Recommendation No. (4).
- On the motion of the Chairman,

Resolved : That the resolution adopted by the Committee on
the 17th ultimo be rescinded and that the following be substituted
in lieu thereof :



COST OF LIVING COMMISSION’S REPORTS. xxiii

Your Committee recommends that the Government should

" consider the matter of obtaining an expert adviser for
the sugar industry, but it does not recommend that
further schemes of development' or leasing of lands for
sugar growing should be stopped pending a report from
an expert.

‘On Recommendations Nos. (5) and (6) as follows:

That the legal disabilities preventing the establishment of
co-operative stores on mining ground be removed.

That the Reef trade with natives on the Witwatersrand be
re-organised and a Government central buying agency
with subsidiary stores established.

On the motion of the Chairman, .

Resolved : That your Committee understands that the Govern-
ment had already appointed a departmental committee to enquire
into the system of Native trading on the mines, and the present
method of disposal of trading sites.

The Committee dehberated and adjourned until to -mMorrow, at
10.15 a.m. ' ) .

Wednesday, 7th May, 1919.

PRESENT :
THE MINISTER OF RAILWAYS AND HARBOURS (Chauman)

Sir Willem van Hulsteyn |- Baxter. ‘
Mr. Close. { Mr. J. W. G. Steyn.
Mr. Macintosh. | Mr. Louw.

Mr. Garcia, : | Mr. de Beer.

The Committee resumed the consideration of the recommenda-
tions contained in paragraph 172, page 43, of the Profits Report.

On the motion of the Chairman,

Resolved : That Recommendations Nos. (7) and (8) stand over
for further consideration.

On Recommendation No. (9).as follows :

. That definite ¢ncouragement and financial assmtance be given
under licence to approved co-operative enterprises, and
that a co-operative bank be established to finance, control
and regulate these societies..

Mr. Close moved :

That Government should encourage co-operation amongst
consumers :

- (1) By the introduction of suitable legislation for the
formation and working of co- operative societies.

Such legislation should provide inter alia :

(a) Some simple form of registering the increase of
capital which is necessary from timé to time as
shares are taken up;

(b) the limitation of spheres of territorial act1v1ty
Duplication of stores in any given, area does not
make for reduced cost of living—it might, on

[S.C. 1319
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the contrary, increase the cost to the consumer,
because the costs of . distribution, for instance,
might be increased. The influence of competition
is not so effective in reducing prices, as is some-
times supposed ;
(c) that business be confined to members;
(d) that borrowing powers be limited to 80 per cent.
on unpaid capital ;
(e) that voting power be based on the one man one
vote principle ; :
{f) that dividends be paid in proportion to purchases,
not to shareholding;
(9) that there shall be a maximum limit of shares
) -which may be held by any one shareholder.
'(2) By providing suitable machinery for advising in
. connection with the formation and the working of
* such societies.
(3) By providing, on proper security, advances such as
_ the Government may be advised are desirable to
facilitate the formation of any such society.

; Paragi-aphs (1) and (2) pﬁt and agreed to.
The Chairman put paragraph (3),
- Upon which the Committee divided :

' Ayes—4. Noes—5.
Mr. Close.

|  The Chairman.
Mr. -Steyn. | Sir Willem van Hulsteyn.
Mr. Louw. | Mr. Macintosh.
Mr. de Beer. i Mr. Baxter.

{  Mr. Garcia.

’The; paragraph accordingly negatived.

Motion, as .amended, was then put and agreed to.

The Committee deliberated and adjourned until to-morrow, at
10 a.m.- :

Thursday, 8th May, 1919.

PRESENT :
THE MiNxisTER OF Rarnways anxp Harsours (Chairman).

Sir Willem van Hulsteyn. |  Mr. Baxter.

Mr. Close. | Mr. J. W. G. Steyn.
Mr. Macintosh. , |  Mr. Louw.

Mr. Garcia. | Mr. de Beer.

The Committee resumed consideration of the recommendations
contained in paragraph 172, page 43, of Profits Report.
On recommendation No. (10) as follows :
That a modified and heavier Excess Profits Tax be introduced
with steeper grading, such tax to absorb all profits above
some agreed percentage. .
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Sir Willem van Hulsteyn moved : | ' ‘

In view of your Committee’s decision with regard to paragraph
(8) of the Commission’s recommendations, your Committee
does ot approve of the proposal that the rate of Excess
Profits Tax should-be increased so as to “absorb all
profits above some agreed percentage.”

Your Committee, - while feeling that the levying of a
heavier Excess Profits Tax is not likely directly to affect
the cost of living, yet is of opinion that it will. lndu'ectly‘.

. benefit the consumer as a taxpayer and that an increase
in the rate to be levied during the current year under-
the existing Act is therefore justifiable in relief of other
taxation, in case of further revenue being required.

Mr. Baxter moved as an amendment : In lmes 13 and 14 to omlt
‘in case of further revenue being requlre('l
Mr. Louw moved, as a further amendment : -

That as your Committee fails to see how the introduction of .
a heavier excess profits tax will reduce the cost of living, -
it is of opinion that the Cost of Living ‘Commission went
beyond the terms of reference 'and prefers not to express
an opinion on the recommendations contained in para-
graph ten of Summary of Recommendations.

The Chairman put Mr. Baxter’s amendment, ;
Upon which the Committee divided. . S

Ayes—4, ‘Noes—35,
Mz, Baxter. | The Chairman. .
Mr. J. W. G. Steyn. | Sir Willem van Hulsteyn.
Mr. Louw. | - Mr, Close.
Mr. de Beer. |  Mr. Macintosh.
|  Mr. Garcia.

The amendment accordingly negatived.
The Chairman put Mr. Louw’s amendment,
Upon which the Committee divided,

Ayes—A4, Noes——5
Mr, Baxter. | The Chairman. .:
Mz, J. W. G. Steyn. : Sir Willem van. Hulsteyn.
Mr. Louw. , Mr. Close. ' . o
Mr. de Beer. |  Mr. Macintosh, o
: | Mr. Garcia.

The amendment accordingly negatived.
The Chairman then put the motion,
Upon which the Committee divided. Co ""

Ayes—6. Noes—3.
The Chairman, Mr J. W. G. Steyn.
Bir Willem van Hulsteyn. I . Louw. .- -
Mz, Close. ! Mr de Beer. - . -
Mr, Macintosh.
- Mz, Gareia, I
Mr. Baxter,

The motion accordingly a.greed to. .
[S.C. 13—19.] ' 3
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The Committee deliberated and adjourned until Tuesday, at
10.30 a.m.

Tuesday, 13th May, 1919.

Kl

PRESENT..
Tee MiNSTER oF RArLways aNp HARBOURS (Chairman).

Sir Willem van Hulsteyn | Mr. J. W. G. Steyn.
Mr. Close. |  Mr. Louw.
Mr. Baxter. ' |  Mr. de Beer.

. The Chairman submitted a Draft Report which was considered.

The Committee Teverted to recommendation No. (2) of the
summary of recommendations contained in paragraph 172, of
the Profits Report.

On the motion of the Chairman,

Resolved : That the resolution adopted by the Commlttee
on the 8th ultimo be rescinded and that the following be substituted
. in lieu thereof :

.-In view of the evidence given by the Chairman of the Cost
of Living Commission as to the impracticability of fixing
prices generally, and your Committee’s view on that
subject expressed under heading ““ Control of Prices and
. Profits ”* in its Draft Report, it does not recommend the
proposal' ‘contained in recommendation No. (2).

The Committee dehberated and adjourned until to-morrow, at

10 30 a.m.

Wednesday, 14th May, 1919.

PRESENT :

THE MINISTER oF RaiLways AND HarBoURS (Chairman).
Sir Willem van Hulsteyn. | - Mr J. W. G. Steyn.
Mr. Close. | Mr. Louw.

Mr. Baxter. = - |  Mr. de Beer.

The Committee resumed the consideration of the Draft Réport
The Committee deliberated and adjourned until Friday, at
10 15 a.m. ) :

Friday, 16th May, 1919.
PRESENT :
Tae MINISTER OF RaiLwavys AND Harsours (Chairman).

Sir Willem- van Hulsteyn Mr. J. W...G. -Steyn.
M. -Close. Mr. Louw.
* Mr. Baxter. | Mr. de Beer.
The Chairman read and laid upon the Table :
(1) A statement from the Port Elizabeth Chamber of Commerce
- in regard to the advance on pre-war prices on certain
articles controlled by the Government [Appendix B:
extract only printed.]



LOST OF LIVING COMMISSION'S REPORTS.'  Xxvii
(2) Telegram, dated 14th instant, from the Chairman, Cost .
of Living Commission, Johannesburg, regarding certain
points arising out of Report of the Association of Chambers
of Commerce of South Africa, on Cost of Living  Com-~
mission’s Profits Report. [Appendix D.]
The Committee resumed the consideration of the Draft Report.’
On paragraph Six: : S
Mr. Close moved: To add at the end of sub-paragraph (B):.
Your Committee is impressed with the urgent necessity for
dealing with the housing problem in urban areas. The
scarcity of dwellings—especially of dwellings of the
smaller type—has, in your Committee’s opinion, undoubt-
edly had a great deal to do with the high rents demanded
for dwellings during the war years and so has directly
and materially affected the cost of living. This- was
true during the war, and *will probably continue true
for some time to come. -
Your Committee recommends : :
(i) That legislation should be introduced providing for
the creation of Rent Appeal Boards in urban centres
for at least the ensuing twelve months to deal with
complaints of excessive rents,-such Boards to-have
power on complaints received to fix fair rents for
dwelling houses in their respective areas. L
(i) That Government should introduce legislation to
enable it to consider applications for loans by muni-
cipal bodies and others'for housing purposes, subject
to adequate,safeguards on a basis similar, mutatis
mutandis, to those provided for advances under the
Land Settlement Acts of 1912 and 1917.
The Chairman put the motion to the end of sub-paragraph (i).
Upon which the Committee divided : ‘ :

Ayes—3. o Noes—4.

Mr. Close. |  The Chairman. - ‘

Mr. Baxter. S Sir Willem van Hulsteyn.

Mr. Louw. r Mr. Steyn. : .
! Mr. de Beer.

Y

The motion accordingly negatived. )

The Chairman put sub-paragraph (ii) which was negatived.

The Chairman moved : To add at the end of sub-paragraph (b):

In this connection, your Committee regards it as desirable

that legislation should be introduced to enable the
Government to consider applications for loans by muni-
cipal bodies and others for this purpose. ‘

Upon which the Committee divided, :

Ayes—4. Noes—3. =~
The Chairman. Sir Willem van Hulsteyn.
Mr. Close. : Mr. Steyn.
Mzr. Baxter, |  Mr. de Beer.
Mr. Louw. | :

The motion accordingly agreed to, -
[S.C. 13—19 .
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: ' COST OF 'LIVING COMMISSION'S REPORTS.
The Commlttee ‘deliberated- and a.d]ourned 'untll Monday, at
10- a.am. \ : :
'Monday, 19th May, 1919,
PRESENT : ‘
Tre MINIEFER oF RAILWAYS AND HARBOUES (Chairman).

Sir Willem van- Hulsteyn : Mr. Baxter.
‘Mr, Cloge. i Mr. Louw.
Mr. Garcia. =~ {  Mr. de Beer.

. ."The Committee resumed the consideration of the Draft Report,
. which was adopted. , :
On the motion of Mr. Baxter.

Resolved That the Chau'ms,n report accordmgly



MIN UTEb OF-. EVIDLN CE

SELECT- COMMITTEE ON - COST OF LIVING COMMIS-
: SION’S REPORTS -

l"riday; 25th April;_ 19_19. .

PRESENT :

- Tar MINISTER OF RAILWAYS ‘AnD HarBours (Chairman).

- Sir Willem van Hulsteyn - Mr Garica..
Mr.Close. . =~ - | - Mr. Baxter. -
Mr. Macintosh. S

- Mr. Howard P’im,'fexa'x‘niried e

1. By the Chmrman] I am the\Chalrman of the Cost of -
Living Commission. The introduction -of ‘the -name aof ‘the"
** Director-of C’enbus,” in Recommendation’ 7 of thé Profits -
Report, page 43, is a detail. . The Department of the Director-
of Census 1s sub_]e(t to oaths of secrecy in the same mammer -
as the Income-tax’ Department. The essence of our proposal,‘
is that some one—the Commissioner of Inland Revepue, if -
. preferred—should publish annually ficures relatmg to differ- K

ent trades of the nature of those published in the Appendices |
to our report. If you will turn to the report of the Com--
missioner of Inland Revenue for the year'1917-1918 (State-:
ment N, pp. 32-5), you will observe that the amounts of tax-
able income are published for every centre in the Union.
which has ““10 or more individuals liable to tax.’’ . We -
propose that in addition to that information a further ‘table-
should be pubhshed analysing the figures which ‘appear un-.
der the heading *‘ Trades except the Liquor Trade,’f 1in State-
- ment K, on page 29,” and adding the further information
contained in our- tables A to Q inclusive {Profits Report, pp:
61-9). Similarfigures to be alse shown for the Liquor Trade. -
To show the Union totals divided under (say) 20 Leads would

be sufficient. The separate figures for each’ of ‘the- districts.
mentioned in Statement N, above-mentioned, are hot required:

2. By Mr. Macintosh.] In addition to the Palance sheet and’
profit and loss account, handed in .for Income Tax purposes, .
{he Commissioner would require the trading account showin
the sales on one side and the purchases on the other; the .
balance carried from trading’ account to proﬁt and loss account

{S.C. 13—'19] B
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T

25¢h April, 1919.1 ° ‘ ’ [Mr H. Pim.

" is the gross profit. "The object would be to lay these facts
.of sales, gross profit§, expenses and nett profits before the
‘country. The information contained in these tables, A to
Q, attached to the report, would thus be obtained, and the’
knowledge that it -would be published would serve as'a check
-on.undue profits being made.” Undue profits are not necesarily
confined to mercantile businesses. There is no reason why
such information should not be published; publicity is always
a good thing. I consider the statement made in paragraph
.13, regarding the effect on the consumer of selling at replace-
ment.prices under normal pre-war conditions, is correct. It
‘would 'probably be the case that before the war in the long
run’ and -under pre-war conditions there was less reason to
‘suspect that undue profits had been made than during the
war period; but we have not yet reached anything like these
pre-war conditions nor are we likely to see them re-established
for-years fo come. .Quite apart from what the conditions of
‘trade are, we propose to place this information before the
eountry.- . . . T o .
" 3. By Mr. Baster.] It would have no direct effect on Cape -
_Town prices, but as these statements would reflect the results-
"of - the business of -the country, their value would be per-
‘manent apart from the particular purpose for which this pub-
_lication is-recommended in this report. This is an additional
_reason .why they should be published. s :
4. By the Chairman.] With regard to paragraph 14 of the
- report where it"is stated that ‘‘ the amounts of all prices has
i been_steadily upward since the war commenced a-movement
‘which is likely to continue.”” -1 have been going into this
—quesfion since the armistice,” and I am still of opinion that
no_great drop in prices can be expected in the near future, .
but that on the contrary the prices will increase still further
" of clothing, boots, hardware and imported foodstuffs. ;
5. By Mr. Bazter.] I am aware that the price of Cotton has
_dropped but prices of other commodities have not decreased.
'-"6. By Mr. Macintosh.] 1 do not know that goods are being
sold-at a loss. - My sources of information are the usual ones,
the Customs’ Department, merchants and others. I regret that
I have not my papers with me on this subject. I should like
to leave this matter over. T ‘
7. By the Chairman.] On many classes of goods frelght on
the indiyidual article does not represent a large proportion’of
. the cost; (e.g., many classes of soft goods), so that a consider-
_able drop in freights does not mean much change in their
landed cost. = ' ~ . .
8. By M#. Close.] Generally speaking our conclusions and
recommendations were arrived at before the armistice was
signed, ' : -
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25th 4pnl 1019.] ’ : [ M. H Pim.

9. B_y Mr. Baxter. 1. Returnmg to the Inland Revenue Re-
port, it would be for Parljament to .decide"if the additional
statements we recommend showing ‘the results of. different
classes of business should be asked for." This would ‘also-apply
to the furtlier suggestions not madeé by us that luxuries should
be distinguished from necessaries. This analysis would, ‘eer<
tamly entail a certain amount of extra_labour, but once. Te-
quirements -were understood .as the present Income-tax system
is, and books rearranged accoulmgly, it would not mean aby
large amount of additional labour. *Every little trader -would
pot be able to distinguish between the féw luxuriés he dealt in
and the rest of his business, but generally speaking it is quite
~feasible for traders t¢ keep these analysed accounts.” . It-is
quite possible that our analysis is not -absolutely accurate,: bt
it is very nearly correct, as great care was taken. ‘Qur’ refer-
ence made this analvsm _necessary but there seems no. reason
for continuing it in'the statements to be added to, the Report
of the Commissioner. -

. 10. By Mr. Macintosh.] As regaréfs the statement fhat

‘ some firms have a great disrespect for book-keepmg, it does
not apply to the géneral body of traders whose accounis’ we
examined. I should like to deal with the statement eriticising
our report, and statmg' that we selected firms, before T leave.

" 11. By Mr. Close.] With regard .to the point as to the,diffi-
culties which the Commission had to overcome, before -any
general conclusions could be drawn from" the masses’ of
accounts supplied to them, and to the question as to whether
the returns would be reliable unless the accounts had “been
brought to a common denominator, my answer is that while
without this operation the required.results could not be ascer-

tained from accounts already prepared, it.wquld be’ by no
means a difficult matter to arrange for the necessaty- 1nforma—
-tion to be shown in the books in future. " :

12. By Mr. Macintosh.] 1 do not mean that merchants
should keep their accounts in uniform manner. There are
wide limits within ‘which. variation is possible and any set-of
books could be easily arranged s0 - as to show ‘the ﬁgures
wanted.

13. By the ("hanman] With 1ega1d to paragraph 13 we
have not yet reached anything like normal conditions, -and
I do not, know when we shall-be hack undel the cond1t10n|
which prevalled before the war. '

14. By Mr. Macintosh.] T do not refer onlv to normal
prices: that is one element in’the position, but it is.not the
only element. There is- the question: of the. eupphes manu
factuled overseas that are available, and other ‘questions alsol

5. By the Chairman.] My view, right or wrong,.is that
pre-vx ar conditions are not likely to be in any way’ apploached

for a very long time to come.
[S.C 13219
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o5th dpril, 1919.] : [Mr. H. Pim.

. 16. By Sir Willem van Hulsteyn,] The real object of Re-
‘commendation 7 can be attained by the Commissioner 6 In-
land Revenue adding certain information to his Report. I
consider. that publishing these figures showing profits made
by different trades will tend to reduce the cost of living.
The intention is that if this information is added its publica-
tion will'be continued, and will not be merely for the transi-
tion period, although the primary object is that it should be
for- the transition period. . The .manner in ‘which profit-
making may~be controlled- will be dealt with under-another
heading. . - A _ ‘
217.7By Mr. Close.} Our idea with regard to profits is to
place the facts -before the country. -.- -
.18, By Sir Willem van Hulsteyn.] Recommendation seven
does not go further than placing the facts before the country.
It isnot a.remedy-in itself. S '
9. By the -Chairman.] With-regard. to- Recommendation
No. 8, may. I suggest that ani Act should be passed declaring
‘any -ring; combination or association of manufacturers or
dealers to be illegal, that is, in the opinion of the Governor-
General’a restraint,on trade, and ordering it-to be dissolved
forthwith under heavy’penalties. ‘This Act should give the
Governor-General power- to declare by notice in the Gazette
the acts or actions that are.considered restraints on trade.. It
would -be unwise to-declare in specific terms-in an Act what
wwould bé a restraint on trade. In fact, it would be next to
impossible to so word legislation as to embrace every conceiv-
able-act-in restraint.of trade; apart from the fact that new
systems-of trading afe® constantly being evolved. Therefore
any legislation that is to be ‘effecti’ve’ must provide the remedy
as soon as the ill appears, and give the Governor-General
powers to'deal with questions as they arise by means of re-
gulations, .. % - o - '
. This Act-might-also () compel manufacturers and dealers
to sell the' goods they manufacture or hold on the most favour-
‘able tétms to any bona-fide trader, association of traders, or
to-operative society in a position to make satisfactory arrange-.
ments as regards payment for the goods. (b) Forbid them

‘giving any. bonus or. Tebate ‘(whether deferred or not), cr
other-consideration for any -parpose whatsoever in connection
with the sale of any commodity: Every manufacturer and
every dealer (as heveinafter defined), should be compelled
1o take out & licence and one of the conditions attached there-
to should be that he does not directly or indirectly assoclate
himself with any combination-declared by any regulations
issued under this Act to be an illegal association, and that
he-otherwise’ conforms to thé provisions of this Act, and .of
any regulations issued thereunder. R '
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The term * manufacturer > should be defined so as to in-:
clude the representative or agent of a manufacturer, or Bu?‘—_'
plier outside the Union who holds stocks in the Union for sele
to dealers and not for direct sale to the general public. This
should be done so as to include the representatives of overseas
manufacturers of conimodities who refuse to sell to: bona-fide
traders, co-operative’ societies, etc.; except at a price that in-
cludes a merchant’s profit. . - ' . - -

“Dealer ”” should be defined as any person who sells goods
either by wholesale or retail, or-any one who-employs both
methods of sale. " And to render the Act effective the officer:.
administering it should have -the- power to inspect books and
documents of manufacturer’s and dealers. e

20. By Mr. Macintosh.] These are not the whole -of my -
recommendations. The "conditions are to be. endorsed .on
their licences. o - T

21. By Sir Willem van Hulsteyn.] It is mot my desire to
restrict traders’ operations. - < <0 oo

22. By the Chairman.] With, regard to_your question as fo
" the limitation of profits and the fixing of .prices (see Feport
paragraph 28), the paragraph in question expresses the view .
that the practice of calculating gross profits on the basis of the.
same percentage of the landed cost of- the goods, no matter-
what their price, cannot be justified, and that to increase this :
percentage, as has been done "almost ‘universally, is certainly-
to make undue profits. = - oo~ Tl e

23, By Siz Willem van Hulsteyn.] Merchants and other
“traders have not been satisfied to charge the same gross profit
percentages during the ‘war period-as_in pre-war - days, but
have increased these percentages as prices have risen. _ =
24, By Mr. Close.] Different articles carry different rates cf-

gross profit and the usual rates used in connection with differ- "
" ent classes of goods were décided in pre-war days. What is -
put forward by the Commission is that these pre-war rates_
should form a basis for the calculaiion-of gross profifs and
that percentages exceeding these figures should be considered
as producing undue profits. The commission’s yiew .is fully
set out in paragraphs 19 to 28. * With reference to the-case of
bardware merchants whose nett profits in 1914 ‘were 6.4 per-
cent. and who in 1917 were making 13.5 per cent. (see réport
paragraph 72), their gross profits increased from 20.5 per cent.
to 26.7 per cent. T propose to fix the rate of profit at.10 per’
cent. Any profit over that I should consider undue profit. By -
referring 1n this way to pre-war figures the recognised rates.of -
. gross profit can be arrived at and cases thus established where .
undue profits have been made. Such cases have occurred and
may occur again. Evidence as to the percentages used in the

general course of trade would determine these cases, S
{S.C. 13-119.] B : AR
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. '25. By the Chairman.] There is no question of fixing prices.
It is a question of determining rates of profit—not a question
of fixing prices. SR S ’
. .R6. By Mr. Baxter.] Selling’ prices would be based on the
" cost of goods, The words *‘defined principles’” in Recommend-
_ation 8 refer to the proposals mentioned in paragraph 164 of
our Report... I think this is a workable basis. 1f a few cases
‘where undue profits (profits in excess of the ordinary profits of
" _buginess), have been made were successfully attacked ~and .
<p§nalties improved, it would probably have a considerable
effect,- -~ o S : -
© -R7. By Mr. Macintosh.] No. actim\.c}nuld be taken- until some’
-prima- faciexcase of infringement of the lJaw or non-compliance
_ therewith, had arisemn. .. - . L
. R8. By Sir Willem van Hulsteyn.] If a complaint reached
. the Department -dealing with these matters it would be in- -
.. vestigated; and the Department after collecting all necessary
~information would decide whether it would prosecute or rot. .
- 29.. By Mr. Baaster.] A:man.who-charged £1 10s. for. an
carticle’ for which he should only have charged £1,-would be -
 liable-to ‘prosecution on' the ground of making an undue profit.
The, percentages of gross profit charged in the ordinary course
" ‘of businéss would be ascertained,” - o ,
£ 780, By Str - Willem-van Hulsteyn.] To -prosecute success-
-fully it might be necessary.to prepare beforéhand” and pub-
lish, a schedule of gross profit' percentages. The figures in
.- this schedule could be-compared with the accused’s books to
“ascertain if articles have been sold at higher rates of profit.
- ~~81. By Mr. Close.] In cases’ where manufactirers have in-
- ereased the rate of profit beyond what it was before the wir, -
“and where they have worked on the ordinary customs of trade, -
“gpecial provision would have to be made. s
. -.32 By- the Chairman.] \It,would/ be necessary to have a
‘“costing department; that is quite. clear, o
T, 83. By Mr..Garcia.] 'With referenee to paragraph 103, vou
> are referring td certain methods adopted in Denmark. If it .
.‘were’decided to fix prices throughout the Union this would
come under the costing: department.  “We have arranged
“pricesin .4 number of cases; paraffin oil and petrol for in-
stance, The price up-country in these cases is the cost and
~ expenses plus a percentage of profit. I could not say whether
* “it ‘would cost more in taxation than it would save in price.
" Speaking generally, I' do not advecate the fixing of prices.
:'34.'By the Uh.air'man‘.],].'n fixing the prices of oil and other
. articles the actual figures of cost were taken. 'Sugar was an
' “exceptional case, the price being fixed after jnvestigation. T
" do not think that there was any trouble in connection . with

N

i
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sugar. It has not come to our notice.  The fixing of prices, -

if introduced, would largely apply to imported articles  where
the fixing of the landed’ cost would decide everything else.
33.. By Sir Willew van Hulsteyn.]-The’ Government .ap-

pointed cost of living committees in-the principal centres..-
" Complaints were received in Durban, Maritzburg,. Preforia, |

and Cape Town, 'but they were mainly in connection. with

foodstuffs supplied by retail.grocers; and these people, as‘you’
_have seen, were not overcharging. . B

36. By 'Mr. Cluse.] L have no 1dea what the expenditure ‘on’
the costing department would be. I could nbt estimate.it.
T feel that a very valudble purpose” will be. served: by thig
department. I do not say that the prices of goods to the con-.
sumer will be greatly reduced thereby, but the fact of this
department being in existence will-have a considerable. e‘ﬁ‘ect;

and will prevent prices being raised. - . - :

AN

37. By Mr. Baxter.] I considet it will keep the prices down ;.

all’attempts to raise prices unduly will be dealt with.” \The"
_ effect of a prosecution taking place in one or-two casés would.

certainly lead to further cases being brought forward, and
the fact that such cases weré. being dealt with would tend to
prevent traders overcharging. .- .. . s L ailo T

38. By Mr, Macintosh.] The. maximum rates of gross profit.
would be fixed at percentages that would cover the ordinary
risks of trade: therefore the trader would not want any guar-
ontee as to profit...., . o T

39..By Sir Willem van Hulsteyn.] As the report puts. it,"
trading is a form of publie service, and as such, the trader has
a duty to the community. The Testrictions on. profits should.
be extended to licensed liquor dealers. I think it ‘would be-
a good thing-if-they could also be applied to farmers. . In<
sufficient attention is given to the consumer)s position by the
trader. The Government could, with good effect,; call thé
trader’s ‘attention to this fact, and, if necessary, compel him"

- to consider the consumer’s interest -more when fixing: prices.

The compulsory element in the matter i an unfortunate
necessity. The idea and practice of co-operation- should -

- be extended; and -the positicn of the merchants and other

traders, as servants of the general community more fully re=
cognised. As regards attempts to evade the law for the re-:
striction of prices, I should say that such attempts would be
brought to light by competitors. If people should combine,
in an attempt to evade the law, it would be regarded: as aj.
combination in restraint of trade, and they would be, dealt
with ‘accordingly.’ ' ) Ly o
40. By the Chairman.] T would describe the practice of
the law as a form-of public service.. Farming is. certainly.
an ‘‘industry,” Different scales of profits would ‘be applied,,
to different businesses and industries.. e
re.C. 1319 . C

*



8 _ MINUTES OF EV_IDEN"CE TAKEN BEFORE THE‘ SELECT

- - 28th April, 1919.] o - (Mr. H. Pim.

.41. By Mr. Close.] We would have to ascertain the cost by
means of a costing department .and fix a reasonable rate of
profit. -1 do not. think it would be necessary to revise the
_ rate very often.— The cost would be ascertained at once by
‘enquiry. A reasonable rate of profit would vary according
_to the general practice of trade. We would have to protect
the consumer sgainst  illegitimate methods of fixing this
rate.. We would rely on-competition for a disclosure of
‘irregularities or- evasions of .the law. There is only one
_specific recommendation .about licences, in the report, viz.:
“in.regard to retail grocers. We.cited that for -information,
-and it was recommended. - (Paragraph 126.)

" Monday, 28th April, 1919.

PRESENT :

- " TEE\MINISTER OF RAILWAYS AXD Harsotrs (Chairman).

‘ .‘Si?r'Wiilem_IVaI{ ,Hul;teyn. B ~ ‘Mr.r Garcia.
Mr.Close. - - *° Mr. de'Bger. -

‘Mr.” Macintosh. -
o+ Mr, Howard Pim, further examined.
" 42 By the Chairman.] With reference to-item 9 in the
Summary ‘of -Recommendations on page’ 43 of the Profits Re-
~port;, the history of co-operation shows most clearly that the
. successful. co-operation movements have ‘been . 1mmensely
- ‘assisted by’ organised propaganda. . In Ireland there is the
JAgricultural Organisation Society, in Hungary there is the
Hangya Society, and in Finland there is the Pellervo Society.
At some stage everywhere it has been found necessary to co-
“ordinate and defihitely control co-operative undertakings as'a
~whole.-- -~ . . o !
.~ The co-opérative movement is very widely spread, and it is
‘divided into three main classes of undertaking,—the Agricul-
tural Society, the Credit Bank, and the Co-operative Store.
~These. three classes have developed in different proportions in
different countries, and the first two of them have received a
~large -amount of outside assistancé. In fact, in Denm:_ayk
‘(which, of course.is a country where agricultural co-operation
~has, perhaps gone further than any other), I uinderstand that
“-none_of the capital is found by members.  The societies there
- ére formed on the principles of unlimited liability. The names
_of. the members are given to some Bank, and the requisite

e
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funds are supplied by the Bank, Not, as far as I can trace, by
any State Bank. Denmark is a ‘country where co-operation
“has been most successful.. The State has'practically not infer-
‘vened in co-operation at all, not even im legislative matters,
and co-operation has been most successful. .Of course it is a
thickly populated country where thé people are all:practically
engaged in the same class of labour. ~The great need of some
" source of guidance and advice is strongly- recognised-‘and
wherever the movement has been successful. thére has been
“some guiding influénce. - o R PR

In the. case of credit banks in France a large measure of
Government financial assistance has been given.: I have not
very recent figures, but in 1903 there were 41 .co-operative dis-
trict banks in France, with a eapital of £123,000 and Govern-
ment advances amounting to £360,000. . In addition there are
616 local co-operative banks with a capital of. £60,000 and.
Government advances amounting to £644,000. - These ‘credit
banks were formed for the purpose of promoting- general busi-.
ness. : L R TS PR

43. By Mr. Barter.] The Banks referred to are little Jocal
. ban®y established all ‘over the country and which-have-been.
giving assistance to societies and individuals.’ I do not-know
what form of security they received against their advagnces, -~

44. By Mr. Macintosh.; If there are so many of-these banks
they mrust fulfi] some want. The figures which I have:quoted
were obtained from certain evidence taken before the Canadian”
House of Commons in 1907. The country in which the credit
bank is most important appears to be- France.*. - - ..~
. 45. By the Chairman.] There are few co-operative storés in.
Ireland, but agricultural co-operation has ‘reached consider=.
able dimensions. The Plunket enterprise has recently- had' a
small amount of assistance from Gotvegnment, bBut ‘what has’
made that a success has been the active  propaganda -work
which I have mentioned as being necessary for the success of
co-operative societies. This movement was.taken up by cer-
;a{n enthusiastie people; and the result has been very success-:
ul. _ . ‘ o T
-46. By Mr. Macintosh.] The object was to develop agricul--
ture and encourage thrift. -~ - . . : R R

47. By the Chairman.] The money given by the State was-
principally in connection with edueation, i.e., to_promote the
propaganda side of the movergent. :-The system of making
advances to agricultural co-operative societies has been_ fol-
lowed by this country and is successfully in use,” now that
their organisation is controlled by the Land Bank. I had

4

iThere is also a l‘a.rge number (8,500) of agricultural co‘operative societies, with
a membership of 1,000,000 ; and-4,700-farmers’ credit societies, with 190,000
~members and a capital of £400,000, These last received Government loans,
free of interest, amounting to £2,200,000, - ' -
[S.C. 13191 - ’ )
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the liquidating of one. of these societies in the Transvaal.
Before this system of control was introduced they' received
advances from the Banks which were quite willing to advance
them.moneys, as the liability of members of the soeiety was
unlimited, © That at once led.to trouble, because advances
were obtained for purposes which should not have been en-
tertained by any organisation of the kind.  The result was
that the advancing of moneys to these societies was taken
over by the Land Bank., Mr. Herold can give you complete
evidence as to the present position.  Subject to Land Bank
‘control. the advances which. have been made have greatly
helped the movement.  The pusition, therefore, avith reference
to co-operative stores is that we urge that similar arrange-
ments should be applied to them, so that-they should not be
unduly handicapped; that up to some reasonable amount (pro-
vided that people showed a real desire for such a society by
finding sufficient capital to act as security for Government ad-
vances), these advances should -be made. _ You will remember
thaf it was on these lines that the Food Advisory Committee"
made the recommendation contained in one of their early
‘reports.  If you read the history of cooperative socifties
you will see, the importance .0f propaganda work and of een-
tral;organisation. - In somecountries, especially England,
the movement has, been taken up by enthusiasts. As far as
the’ agticultural section is concerned, the principal thing
which T want to point -out.is the. success of agrieultural co-
opeiation in this country-with organised State support,—re-
_fusing.them the right to borrow from anybody but the central
organisation. - . - .3 7 e

- 48.-By Mr. Bazter.] In the case of agricultural societies’
‘they -are formed with unlimited liability.

_ 49. By the Chairmgn.] The idea of educating the people
concerped occupied the atfention of Robert Owen and other
“founders of the movement. A pure-blooded co-operator will
‘not hear of Government supported societies. He looks upon.
Government assistance as something which injures the educa-
tional value of the movement. In England the British Co-
operative.Union embracing the whole industrial co-operative
movement has grown in 100 years to a membership «f three
millions, eight hundred - thousand, with a . capital of
- £69,000,000, . sales of £225,000,000, and a surpius of
£18,000,000. These are 1917, figures. The surpl}ls }v_opld
probably be the difference between the assets and liabilities.
I have not got the figures with regard to dividends. .

50. By Mr. Macintosh.] I include the capital amongst the

liabilities. The £18,000,000 appears to be accumulated pro-
. fits, after payments of dividends. " B ’

- 5l By the Chairman.] In 1913 there were in England
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1,500 co-operative societies. This number has probably been’
increased during the war. Une year’s profit of these societies
was £13,000,000 (1913). - - .~ o 0o e
52. By Mr. Marintosh.] These. are_retail societies. In
1913 these retail societies showed -sales -of £84,000,000, ‘and
the corresponding wholesale society- a further- £32,000,000.
- The wholesale society’s profit amounted in 1913 to £640,000,
.and their capital and reserve funds totalled».£28,400',000.._ .
53. By the: Chairmgn.] The profit of these societies is:
distributed to their ‘'members in ‘proportion. to their pur-,
chases. These societies_-are. under. the central - advisory
direction. I do not think' these. societies in England- have
received any State assistance. I - think.they  have been
built up purely on educational lines, having unlimited time.
before them. " As to there heing any British-legislatien on
‘the subject, my answer is that there is the Industrial.and
Provident Society Act of 18937 A Co-operative Bank should
be established to regulate and ‘contro] any socidties established
-in the Union, because, in the first place, it can be shown
that the similar policy followed by the Lank Bank in regard
to agricultural co-operative societies has -worked. well, and.
. also because if you make advances to one’class of the popula-'
tion under arrangements of that nature there is mo reason
why similar advances”should not be- made to ether séctions
to enable them also to enjoy the benefits*of co-operation.
I think the organized encouragemenf of a better system -of.
distribution should be taken. in hand. ~ =~ . - .
ot. By Mr. Macintosh.] I think the distribution would
-be better under co-operative societies than:under individual
traders, for educational reasous,  which I do. mnot neglect,
and -also because it enables the consumer- to- get as.closely
into ‘touch “with the wholesale business of .the country: as
possible, Unnecessary and useless competition ,will - also-
be reduced. - , ~ : R
55. By the Chairman.] .I look upon this as one-of the
‘methods by which we’ shall reduce the number of- inter-
mediaries. With regard to agriculture being” in a. com-
- paratively undeveloped state in' South Africa, .it" will
advance. _It is of great importance in a country -of this
-, kind .that there 'should be development. "I consider that
the establishment of Agricultural Co-operative Sociefies-is.
a desirable and necessary thing to advance agriculture.
There is an abundance of distributors in this country, -but
distribution is mot at all well organised. ., As regards the
_“ manner in which Government “advances should be -secured, :
1 would not under’ any circumstances recommend the estab,
lishment of any co-operative, society until there were suffi-
(‘i[G:l(E peoplig who had-definitely agreed to join such a* soclety,
- 18.0.733—19] _ S . S
’

-
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‘and find the necessary funds to give it a reasonable prospect
“of success.” First the actual desire for the society must
‘exist. . Spread your propaganda as widely as possible, but
~do ‘not start a society unless there is a distinct demand for
it, which demand should ‘he clearly expressed by some
‘minimum number of people desiring to take shares and sub-
seribe the necessary funds.. The security for any Govern-
-ment advances would: be.the share capital they find. The
<Government.advance would be secured by that capital. As
to how it could be done' I might refer vou' to the recom-
mendations in_our ‘Intérim-Report [U.G. 13—18, p. 3].
- 86.- By Mr. Baaster.} I suppose the Government would have
;-a-general bond:over-the assets of any societies t6 which -
they had made.advances. - -, . -~ = N
~-.87. By the Chairman.| There would be unlimited liability -
“and theé Government would have priority over members’ con-
“tributions. - In additien to this priority it is contemplated
- that the Government-should be secured by a general bond
over_the members’ ‘assets.. . - - .
~-"b8. By-Sir Willem van Hulsteyn.] The money to start with
~would-be” found by the members. ~No co-operative society
. would be formed until a sufficient number of members had
. been obtained who had agreed and were willing to put up the
. necessary funds. {Once the clear desire to form a society had
"been shown in th4t way; they should have a certain power to
- borrow from the  controlling Government Institution which -
would, of course, use its’ discretion in making loans, having
- vregard to the security which would be provided by the moneys
subscribed. by members:* With regard to the argument that
:the amount advanced by ihe Government being secured by
general ‘morigage or debenture bond, the Society would have °
1o credit “for trading purposes, the answer.is that merbers’
-contributions plus. Government advances will provide the
. hecessary. funds for the purchase of goods. ‘I admit that the
_Government would have priority over all the assets. |
7759, By Mr. Closé.] The word ‘‘ contribution ” in Clause
. Three, page 3 of U.G. 13—’18 is perhaps not suitable. “‘Pay-
. ment’’ would be a better word. _ - i
© «60.'By Sir Willem van Hulsteyn.] What is alluded to in
- Clause Three is the nominal sum which will be required as an
entrance fee to the Society. .

- 81..By the Chairman.] The intention is that apart from this

nominal sum, members are to be encouraged to advance money
“to the society, and according as they advanee money them-
- selves the Government should also make advances. :
- ¢ 62.. By Mr. Macintosh.] These people will be asked to lend
" money and the Government will have prioritv over their loans.
"These loans-would form the security for the Government. The’

o
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. benefit to the lenders would come from the loWer rices atr
which- they would get their goods, takmg the d1v1dends

~ they should receive into account.

 63. By Mr. Bauter.] I have laid stress on the fact that these
Societies must be founded on sound lines. " Aoncultura,l ‘Socie--
ties were started on the principle of O‘ettmg\ advankes - from.
Banks, and the systém was a failure: They obtained advances -
on the personal security of their members which their busi-
nesses did not justify their gettmg, and they got ﬁnto dlﬂicul-.
-ties. Co-operative stores opened on the lines above ‘suggested,,
would be a diffefent proposition and there would not be- the
security that would tempt lepders. - With regard to; these co-"
operatlve stores getting financial assisance from, the: Banks,
think if they.were supervised by a central organisation - the

-Government would be justified in advancing money under eir- \
cumstances and at rates which the Banks would not Qonte,m-

* plate. The Banks would not go so far as would bé necessary’ -
or advisable. I think the advantage to be ‘obtained by a:-co-"
operative organisation of this- kmd is that the” Government
could look at it from a somewhat different point of view tothe
baunking point of view.: I do pot desire the- Government to

take undue risk in advancmg any pubhc money. .. .. 2

Gt. By Mr. Macintosh.] In referring to educatlon I did- not
refer to education enabling oie . to get sugar at 1d A lb
cheaper.. = - -

- G5, By the Chairman. ] As 2 business p10p051t10n the advan- :
tages to be gained by the community lie in. brmgmg them.
together in this way and giving them an interest in and .direct .
control over their supplies. This will certainly help the edu-’-
cational side of the movement. - One feature of the educatlona].
value of co-operative stores is this ecentral-idea of Workmg to—.:
gether, of all being interested in the results and.that it-re-';

“quires their loyal support to get-good results.. These. stores ’
often give credit to a limited extent, but it would be*much-
better if they did not. I-think that the proposed system by -
which the Government would make these advances is.neces--
sary for the “success of the. scheme., Similar - societies have -
done remarkably well in_ England without State - assistance, -

~ but it has taken them over 100 _years to get to: their. present .
stage. The Rochdale Society began with a capital of £28.in.

-1844. In 1910 they had 19,600 members and, their- sales -
amounted to £405,000. . It is true that this has been built up .
without State assistance. In Ireland the agricultural societies.
have been built up practically without State assistanee, like-
wise in Denmark. .1 believe in_this principle of, cco-operation .

- and in encouraging it in every way—not to.an extent that

would destroy self-help among the peoplq concerned, but as:

far as can be prudently done, and as the demand for these

~or ieties arises as the result of or gam?ed prbpagandah
“[8.C. 1—19.) , ,

>



- 14 - MINUTES OF EVIDENCE TAKEN BEFORE THE SELECT

28tk A prils 1919,] ‘ {Mr. H. Pinr.

- '66. By Mr..Clo;ve?.] As far as financial assistance is con-

cerned 1 do not recommend that they be given advances with-

* out providing some form of security.. My- point is that the

security provided must be sufficient to secure the advance.
There are various means by which fhe co-operative move-

- ment can be-encouraged without financial assistance, such us

by propaganda.. I do not know anything about the Civil

. Service Co-operative- Society. I know something of the

working of the Salt River Society. Omne function of the cen-

" tral organisation would be the answering of all enquiries about
~co-operative matters and the giving of advice. The company.

law is not adapted to co-operative societies. Special legisla-

_ tion on ‘the lines of the English law (see paragraph 53) would

1

be advisable. - With regard to.the principle of co-operative

“-societies dividing their profits among their ‘members, the

_.dividends are determined largely by the prices at which their
-.goods are. sold. = The societies are not primarily there to

- make~profits.: I think there might be some income tax con-.

. cession made to co-operative societies, on the greund of help-

* ing people who help themselves; to develop thrift, and so on.

The" educational -side of - the movement would include the

 fostering of the habit of helping one another as well as per-

* sonal habits of thrift." -

. 67. By Mr. Baxter.] 1 do not kn(;W w.ha.t has been done

1

_récently -or what the present position is with regard to the
* South African Industrial Federation Co-operative Society.' I

- understand,. however, that there has been a change in the

‘management. There was a repért in the Press yesterday that

~“it had been giving credit to strikers, and this is, of course,

entirely against the principles of co-operative societies. I

_do" fot know -whether the £10,000 ‘capital advanced by the

Government has achieved the purpose for which it was given.

I do not know what'its financial pesition-is to-day.  Mr.
‘Herold has up-to-date information on the subject. I could
.not say whether .this co-operative society- has been selling
“cheaper than ordinary stores. I think their prices have been

“much the same as retail stores. They are-only commencing,
*'and they have been dealing in articles which for a consider-

"able Time past.have. shown small profits. They have not
‘beén dealing- in those articles on which large profits have

_been made. The Premier Mine Co-operative Store deals in-
© provisions,~soft goods and hardware, in fact,.all household
- supplies are stocked.” : -

'68. By Mr. Close.] It.is the only store in this mining area.
Tt does not confine its sales to its own members only.

69. By the Chairman.] 1 agree that, as they neither sell”
goods cheaper thin the retail stores nor make any profit, there -

.4
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is not much benefit from-the financial side of the S.A. In-
dustrial Fpderation Stores; There has ‘ recently 'been a
change in the managenient. The late mranager’s -name tras
Davidson. o e G R S DU
70. By Mr. Close.] The. success-or failure of these societies,
depends largely on the management. : I consider the help of
a Government department would be of great assistance in
this respect. That is one point 6n which great stréss is laid
I ‘thoroughly disapprove of strike pay, in the form of géods,
being issued by the Society, assuming the information as.to
to this published yesterday to be correct. . - -~ = . -
71. By Mr. Macintosh.] With regard to excess. profits, tax,
what was in our minds was that taxatioh of this nature should
be reconsidered from year to year, and should.not recessarily
end with the war. There are variou$ forms which it might
take. It might not be_an excess profits tax; it might-be a
modified super-tax. The super-tax 'is a’personal. tax.. - : -
72. By Mr.. Baster.] What was in,the Commission’s mind
in recommending this, was to get.back a larger proportion
of the profits made into the Government coffers to, be used for
the general benefit of the.country, and thus serve as:an al-
ternative to indirect taxation. It would have no direct effect
on the cost of living, but should have‘an indirect effect. - -
73. By the Chairman.] It is not intended.to get at the
trader any more that at any other class of the population (see
paragraph 170). 'We were asked to ascertain if undue profits
" had been made, and we naturally had to investigate.  That
was our work.. We do not eliminate the farmer.. We_ have
stated what we could about him. Further information ‘was
not obtainable. ' PRSP R
74. By Mr. Bazter,} With regard to-recommendation No.
10, I have alréady. stated that it would be a better arrange-
ment if, instead of modifying the excess profits tax, the
super-tax were revised. As to this excess profits: being cal-
culated as a percentage on capital, and the suggestion-that.we
are therefore going away from our idea with regard to ‘‘ ser-
vice,”” ‘T reply that this is cnly one of several_"recommfnda:f
tions. : - AR o o

. 75. By the Chairman.] What we mean.is that there is an

. excess profits tax, and*that'it can be made stiffer., " With re-
gard to the suggestion that we were inore moved by the desire
of pacifying the disturbed state of feeling amongst- people
than by any hope of this tax reducing the cost of living, I dc
not think that the change’recommended will have any direc
effect upon this cost, but it may rénder other taxation un-
necessary. T : . : L,
76. By Mr. Barter.] The questions as to whether the State

would put to better use any extra profit a man makes rather
(8.C. 13—13.] ‘ [ ’ - )

- ) <
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. "16 -~ MINUTES OF EVIDENCE TAKEN BEFORE THE SELECT

28t April, 1’919.]7 : : [Mr. H. Pim, *

than the man himself, or whether it is more to the interest
-of -.the State that the State should get it than that he should
accumulate the capital, are really relative, and depend upon-
the' individual facts of. each individual case. I go not see
'how I can give any general answer to them. I think if a
tax on these general lines were introduced there would be less
‘inducement to the trader to add larger and larger percentages
'of gross profit as prices continued to rise. - In war time, and
with' rising prices, I should: say that there might be less in-
ducement.to the trader-to develop his business if our pro-
posals’ wef€ adopted, but in times of peace I think this would
1ot bé the case. - He could increase the volume of his business’
and this would mean larger. profits. - I do not propose that in -
ordinary. times traders should be told by tlie State that they
‘inust not thake more than so much profit.. If I was thought
-to have said se In’giving my previous evidence, there must
"have been some misunderstanding. I prépose that the State .
“should take sfeps to fix the percentages of profit that a trader
‘may- make:” I think this is_esséntial from the consumer’s
.point of view, - o g '

" 77..By. Mr, de Beér.] In the retail trade competition does
not-help the consumer-to. the extent that is generally theught.
Competition has failed to do so-in anumber of cases. I think
i ‘the interest of the ¢onsumer the Government should have
‘the right to step in.and stop unlimited profits being made.

"2 78. By the Chairman.] Chapters 9 and 10 of our report
deal ‘with the question of competition. :i They must be read
together. .. I do not think they are contradictory. Recom--
‘mendation "No. .4.-was. pressed on us practically by everybody -
‘conneécted” with ‘the’ sugar industry, and we took.evidence on
‘the” subject in Durban.: I think all parties ought to be
consulted—the planters -as well as the millers.. Some big
planters ‘are ‘also millers.. = There are other aspects of the
¥ export - question, such.as the nature of the terms on
“whicl leases of sugar land should be granted. The present
_arrangement . is strongly objected to by the planters because
this Tough und ready method.of- paying for cane works out
‘most inequitably, - Anything that will edable the industry .
to develop: on -sound lines-and at a later date to compete
in the open world’s market, will tend to reduce the cost of
living. It will not, have an immediate effect’ on the cost
“of living. ~ The presént. three-cornered agreement between
the \(Gtovernment, Huletts and .the planters is an awkward
_one: and has Jed to>a great deal of trouble.  This also
“applies to the other similar Zululand agreements. The terms
of these agreements. require. investigation in the light of
the- experience of sugar growing in other countries. The
‘agreements were entered into when the knowledge of sugar

.
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planting was very much less than it is to-day. The advice
of the sugar expert is to be given with a view to the develop-
ment of the industry. The further leasing of land by
the Government to planters for the purpose of planting
cane should be most carefully considered before any irre-
vocable steps are taken. ) .
79. By Mr. de Beer,] The highest price of sugar as com-"
pared with pre-war prices was nearly double. -
80. By the Chairman.] Recommendations 5 and 6 are
being dealt with by a departmental commission. RS
81. By Sir Willem van Hulsteyn.] It is a Government
Commission. Mr. Hamel is the Chairman. .

v

Wednesday, 30th April, 1919,

PRESENT :’

Tae MixisTER oF RaiLways axp Harsotrs (Chairman).

Mr. Close. . Mr. Baxter.
Mr. Macintosh. . Mr. Louw.
Mr. Garecia. :

Mr. Howard Pim, further examined.

82. By the Chairman.] In giving my evidence on Friday,
I stated in reply to a question by Mr. Close that profits
should be restricted to 10 per cent., and Sir Willem van Hul-
steyn called my attention to this when I gave evidence on
Monday. What I was calling attention to was the manner
in which undue profits should be arrived at, and my state-
ment should have been that gross profits in excess of pre-war
rates were certainly looked upon by the Commission as un-
due profits. . : :

83. By Mr. Macintosh.] The view of my Commission is
fully set out in paragraphs 19 to 30.

It has been -alleged that we selected from some limited list
of firms, but this I think is disposed of by the list of firms
attached to the report, Appendix “D.’”  The instructions
issued to officers in each centre were to obtain returns from
the leading firms in each of the various lines of. business.
No numbér of firms was stipulated and no names were given.
They had open instructions to obtain the best possible re-
flection of the trade in each of these centres. When these
statements were received they were examined in order to-

ascertain if the information which we required could be ex-
[S.C. 13—19.] . . c
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tracted from them. In the large majority of cases that could
be done, in some cases it could be partially done, and in a
few cases where no detailed accounts were kept, it was not
possible to fit them into our tables. Wherever the informa-
tion that we required was clearly shewn in the accounts the
~ corresponding figures went into our tables. = There was no
attempt to select any particular firms from the list. In con-
nection with the manner in which the accounts were dealt
with I would call your attention to Chapter III of the Report,
where the methods adopted by the Commission are set out.

1 have some further points to mexrtion in connection with

- Recommendation No. 8. There is the general question of

. licensing traders with the object of improving the class of

. man on whom the consumer has to depend for his goods. It

~ would be out of the question to interfere with any one carry-
ing on business to-day, but it does seem to me, that on the
*lines recommended in' Canada and Australia, some test or
some evidence of competence might be produced before new-.
licences are issued. Trading licenses should also be classi-
fied "and different businesses licensed separately.  If that
suggestion were adopted, it would follow that traders would
form a more or less defined section of the community with
definite qualifications. ‘

The question of the fixing of prices is one to which the
Commission has devoted a great deal of attention, and their
conclusions are set out in their reports. To actually fix
prices except under exceptional circumstances is, to our
minds, impossible and useless, but there does appear to be
one ‘possible basis which cannot be disregarded, namely, that
one condition of a tradng licence should be that merchants
should not exceed pre-war rates of gross profit. The Commis-
sion received evidence that gross profits in excess of pre-war

' “rates should certainly be considered undue profits, and that
is the position which we take up. :

84. By the Chairman.] With regard to recommendation
No. (9) “ That definite encouragement and financial assistance
be given under licence to approved co-operative enterprise,
and that a co-operative bank be established to finance, control
and regulate these societies,”” the Bank referred to would be
a State Bank for the supervision and financing-of these socie-
ties. The advisability of granting Government assistance to
co-operative societies in times of peace had impressed itself
on me as the result of examining conditions exist-
ing during the War period. In regard to the estab-
lishment of a State Bank, I have gone beyond the
point mentioned at  the time that our report e
Government assistance to co-operative societies dated 3rd
“ December, 1917, was prepared. When this Report-was writ-
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ten I did not appreciate the importance of this co-operative
movement, and the advisability in the general interest of, the
country of assisting its development. b

85. By Mr. Louw.] The question of wholesale dealers sel-
ling to other wholesale dealers is dealt with in Chapter 7 of
the report, paragraph 100. Our enquiries were confined to
Johannesburg. Intertrading probably bas occurred in other
places also. I do not think the action taken by the Danish
Ministry (sees paragraph 103), would be practicable in this
- country, and: would suggest in its place more supervision of
the general body of traders, on the lines indicated. I would
not be in favour of granting a retail licence to everybody who
applies for the same. The licensing officers would decide
who should be granted such licences. It might, of course, be.
necessary to get more responsible persons than those at present
employed to do the work. :

86. By Mr. Barter.] Before a man is granted a licence he
should produce evidence as to character and competence.

87. By Mr. Garcia.] Not necessarily as to his nationality.

88. By Mr. Bazter.] The licensing officer would ask for
the applicant’s credentials, and if they were -satisfactory,
he would grant, a licence. '

89. By Mr. Garcia.] If the applicant did not fulfill all the
qualifications, he would not get a licence.

'90. By Mr. Close.] With regard to his qualifications and
knowledge of the various businesses for which licences were
applied for, the licensing officer would require to be a more
responsible official than a Clerk in the Post Office. :

91. By the Chairman.] I do not consider this a counsel of
perfection as applied to trade; it is well worth thinking about.

92. By Mr. Baater.] If a standard is set up for the trader
it will tend, in the first place, to limit the numbers of traders
of whom there are far too many, especially in the smaller
trades, and it will produce a more competent body of traders.
The effect would be to limit the number of people in trade.
To-day there is an excessive amount of unnecessary and use-
less competition. Acting under suitable conditions competi-
tion does tend to reduce prices. Retail grocers hardly make
any profit at all, owing to their heavy expenses.

93. By the Chairman.] With regard to the statement that
certain lines of goods can be bought in Johannesburg cheaper
than in Cape Town, I do not think that keener competition
is altogether the reason. It is a very difficult question to
answer. A larger and more regular demand may be a factor.
Possibly competition is keener in Johannesburg, but I cannot
say one way or another. -

94. By Mr. Close.] T am not in favour of the State stepping
in and controlling all trading. I am emphatically against

such a proposal. Advance is the result of the efforts of in-
[S.C. 13—19.) :
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" dividuals. I believe in true competition on proper lines. I
. think is a very excellent and healthy thing, but ifs limits
should be defined. :
95. By Mr. Macintosh.] The point has been raised that 1914
was a specially bad year. When information was collected
b{v the Commission we got the figures for 1913 as well, and,
although they are not included in the report, I have had them
worked out since. - They show that retailers’ results for 1913
were similar to those for 1914. I can hardly separate them.
In some cases they were a little more, and in other cases a
little less. Wholesalers’ results for 1913 are in excess of
those for 1914 by between 1 per cent. and 1} per cent. on the
turnover, : '

. 96. By Mr. Close.] When I speak about ascertaining undue
profits in individual -cases by taking the difference between
war and pre-war figures, I do not necessarily mean the actual
figures for the year 1914 as shown in the report. Undue pro-
fits are anything in excess of pre-war rates (see paragraphs
82 and 83). The figures shown in the Profits Report cover

- four years. The arguments used on pages 14 to 19, are based

on the figures for the four years commencing 1914. My in-

formation does not enable me to say more than that 1913 was
better than 1914 to the extent abovementioned. You would
have to go back for a number of years to say that 1914 was an
abnormally bad year. I admit,that in the case of Income-

tax one is allowed to take the average of 1912, 1913 and 1914

as pre-war average for excess profits, and that that option

was taken advantage of by a good many firms. 1914 was a

worse year than 1913, to the extent abovementioned.

. 97. By Mr. Macintosh.] In regard to item A in Table “R”
attached to the profits report, you have in 1914 a turnover
of £138,909, and nett profit, £2,647. This is one of the firms
whose name appears in Appendix D, but whose figures could

_not be incorporated in our tables.

98. By the Chairman.] The standard pre-war rate of profits
is not what the individual firm made in 1914, but the result
of taking the pre-war figures of a number of firms. = You
might have, for instance, a firm which was re-organising its
business and deliberately getting rid of its stocks at lower
prices. You cannot take the individual firm as a criterion.
In deciding any individual case, assuming that action would
be taken against any trader for making undue profit, I would
consider the Income-tax basis of the average rate for 1912,
1913 and 1914 as as a reasonable one.

99. By Mr. Macintosh.] With regard to the statement that
the figured given do not make a fair comparison because 1914
.was an abnormally bad year, T agree that the results of 1914
are below those of an average year (see paragraph 95). Table
«R” shows an approximate turn-over down to “U” of
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£6,500,000 and a profit of approximately £390,000, includ-
ing interest. This gives a return of 6 per cent. on the turn-
over. I quite agree that the capital could have been put
into Government Stock at 5 per cent. without any trouble.
The firms A to U, from whom these figures in Table “R *
were procured, were taken at random out of the whole body
of traders. The ascertained percentages for 1914 as shewn
in Table ‘“ O’ are bakers butchers and grocers 4.6 per cent.
boots and shoes, outfitters, drapers and hardware (retail) 8.5
per cent., chemists 6.7 per cent., wholesale grocers 1.6 per
cent. I consider 1.6 per cent. a low figure, but it is equivalent
to over 6 per cent. on the capital invested. The only pre-war-~
year dealt with in the report is 1914.

100. By the Chairman.] As regards the years 1912, 1913
and 1914 taken together giving a fairer figure as to pre-war
rates of profit, the only facts before me are those for 1913,
which, for wholesalers, was better than 1914.. I have mno
figures about 1912, .. . '

101. By Mr. Baxter.] The Commission did not take 1914 as
the pre-war standard of profits by which charges of undue
profits should-be decided. It took the actual figures for four

ears and drew valid deductions from them. : '

102. By Mr. Close.] The object in comparing, these four
years was to ascertain what the increase in profits had beeu.

103. By Mr. Bazter.] In estimating the charges made by
traders for services rendered we have taken safe figuves
throughout. The 50 per cent. increase in the retail prices of

- boots and shoes—and the same figure for outfitters, drapers,
hardware and wholesale soft googs—is far below the actual
rise that has taken place in the prices of these articles, and
these understatements of 1917 figures are far greater than any °
possible understatement of pre-war profits arising from our -
having based these ‘‘service’’ estimates upon 1914 figures.

. Our reason for publishing Table “R ™ was that it seemed
desirable to publish the actual figures supplied to the Com-
mission by some of the representative firms.

104. By the Chairman.] With regard to Table *“ O’ no ad-
justment of the resulfs of 1914, taking it as an average year,
could account for the difference between the total gross profit
Il)glisentage of 22.5 per cent. in 1914 and 27.8 per cent. in

7. :

105. By Mr. Bazter.] I have obtained the totals of the
interest figures shown in the accounts submitted to the Com-
mission. For 1914 it amounts to £395,000 and for 1917 to
£418,000. ’ '

106. By Mr. Close.] The method of calculating selling
prices mentioned in paragraph 131 by adding the same per-

centage to cost whatever the price of the goods may be, ac-
[S.C.713—16.] -
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counts for a large part of the difference between 1914 and
1917 elling prices and also for the deficiency in profits shown
in Table ‘““ R.””> Table *“ O’ shows that the percentages of
bakers, butchers, and grocers have dropped, while those of
other retailers have increased: Chemists have slightly in-
creased: wholesale grocers have increased: soft goods, boots
‘and shoes and hardware have increased. The firms whose
figures are given in Table ‘“ R ’’ were taken at random. I, in
‘the first place, made a list, as being fairly representative of
all the returns received, and the list as published was settled
by the Commission. The mere fact that there was an increase
of profit shown for any firm in Table ““ R ’’ does not neces-
sarily mean that they made an undue profit in 1917, nor does
the fact that 1914 was an exceptionally bad year mean that
they did not make undue profits in later years. This would
be determined by reference to standard figures. I consider
.£2,647 nett profit on a turnover of £139,000 a very low rate
of profit as a business proposition. No argument as to undue
- profits are based on Table ‘“R.” The general results are
- shewn in the previous Tables “0,”” “P,” “Q”’ and such re-
sults must be results of undue profits in particular instances.
The reasons for not publishing the names of firms are given in
paragraph 78. T think the footnote at the bottom of page 6:
*“ Throughout this report the word ¢service ’ is used from the
. consumers’ standpoint, and by ‘equal service’ is meant the
supply of goods in such quantities as will satisfy consumers’
wants for equal periods.. Boots, for instance, which last 6
months, constitute an' equal service whatever the price paid
for them,’’ is a correct statement and that no fallacvy is in-
volved. The measure of the ‘‘ Service ”’ is the satisfaction of
the consumers’ wants. From the consumers’ point of view, it
is the same service whether an article costs the merchant £100
or £200 and irrespective of the time he mav hold the gcods
before selling them. From the merchants standpoint he micht.
find it easy to do a particular thing to-day and extremelv diffi-
cult to-morrow, but the person he serves knows no difference
at all. The amount of the labour and risk of the seller may
vary but the service to the consumer is the same whatever
happens. The word *service’ is used throughout from the
consumers’ standpoint. . .
107. By Mr. Macintosh.] I do not say that the service
rendered includes the sellers’ labour and risk, because they
have nothing to do with the consumer. o
108. By Mr. Close.] Labour, capital and risk are involved
in the sellers’ operations, and are employed before the seller
can hand over the goods. )
109. By the Chairman.] Referring to paragraph 155. As
regards the example of a railway artisan who receives more
now that during the pre-war period, it is difficult to compare
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a man’s labour with trading, as it would be treating a man’s

labour as a commodity, but one is bound to recognise that

under the conditions of life to-day his services have increased

in cost. I admit that the merc{ant has to use his brains,

labour and capital in carrying on his business, but his reward

is on too high a scale. I treat the question of service entirely-
from the point of view of the consumer. - The artisan’s ser-

vices under the conditions of life to-day have increased in cost.

What was in my mind when this was drafted, was that the

public servant goes through life receiving a definite rate of

remuneration, which is fixed on an entirely different basis

to the remuneratiou received by the merchant for his work.

With reference to the remark that “ Commerce and Industries

forms of public service and the rules that apply to other pub-

lic servants should also apply, mutatis mutandis, to traders

and manufacturers,”’ in normal times competition has resulted

in merchants and other. traders receiving a more or less reason-

able remuneration for their services. On the outbreak of war
they were instantly transported into completely different con-

ditions, and the line of action they have followed has been to.
take full advantage of the opportunities provided by these war

conditions, and not to consider the position of the consumer.

110. By Myr. Close.] Reverting to paragraph 131, I consider
that the practice above alluded to has caused a great deal of
the excess profit in 1917, as compared with 1914, and it is a
thing that ought to be dealt with as far as possible. What
makes the position more difficult is that the people who could
do most to control the movement of prices and so assist the
consumer are the merchants themselves and they have taken
no steps whatever in the matter. Any fixing of the percent:
ages of gross profit to be allowed must be of an arbitrary
nature. For instance, the ordinary pre-war rates of profit
might be allowed on pre-war prices, and a sliding scale reduc-
ing the percentage allowed as prices rose higher might be
made, but it would be difficult if not impossible for the
Government to try to control anything of that nature. 'What
could be done would be to prohibit percentages of gross profit
in excess of pre-war rates. I am strongly against the Govern-
- ment taking over trading. X .

111. By Mr. Madcintosh.] With regard to paragraph 108,
there has been very great prosperity throughout the country
and during the last four years a good many people have freed
themselves from their indebtedness to.merchants; but there
are quite a number of cases where these individuals have dis-
posed of their businesses. There is a certain class of trader
- who is willing to pay an extravagant price for the good-will
of an established business. What then hanpens is that the

purchase price of the goodwill has to be advanced by some«
[S.C 13—719.

s
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body (the purchaser seldom has available means of his own)

and another large advance is obtained from some wholesaler
who thus secures the outlet for his merchandise. The process
therefore repeats itself, and whereas the seller was perhaps
only to a limited extent in the hands of the wholesaler, the
_purchaser is absolutely in their hands. Some of my informa-
tion regarding this matter was gained outside the area of this
investigation, one area to which the above statement applies
is the Witwatersrand, especially in connection with Reef
stores. ' The successful results of the last four years have made

many retailers more independent.

—

Thursday, 1st May, 1919.

PRESENT : -

.Tue MinisTER oF RariLways anp Harsotrs (Chairman).
Sir Willem van Hulsteyn. Mr. Baxter.

. Mr. Close. - Mr. J. W. G. Steyn.
Mr. Macintosh. Mr. Louw.
Mr. Garcia. Mr. de Beer.

" - Mr. Howard Pim, further examined.

112. By Mr. Garcia.] With reference to your-question as
to whether I’agree with the suggestion made by Mr. Boydell
in paragraph 152 of the Profits Report that farmers’ produce
should be sold at prices based on the cost of production, I
think it will be an extremely difficult matter for the farmer
to arrive at.the’ cost of production, and T do not think it is
a practical suggestion. The necessary accounts are not kept.
In many cases they could not be kept.

118. "By the Chairman.] As to whether a farmer
can profiteer as a seller of produce, I think a point
might, be reached (looking at the matter from the.
point of view of the consumer) when the price
charged would not be justified, but it is a difficult
matter to decide ~where to draw the line.  Where
there is a considerable advance some control might be
exercised. The Australian prices for wheat are based on
world prices, and, therefore, must influence wheat prices in
this country, and to a large extent control them.

114. By Mr. Bazter.] 1 do not see that any general defi-
nition of “profiteering”’ can be given. It depends on the
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particular .class of business referred to, and the nature of the
_case. I should like if the Committee would allow me later
to give an instance of ‘‘ profiteering,” and to demonstrate
in figures what Is meant by “ undue profits.”” R
115. By the Chairman.] The great difficulty about, farm:
produce 1s that you cannot definitely say what the pre-war
rates of .profit were. If the necessary figures were available
they might be used, but they are not available. In dealing
with the service rendered to the public, you must take the.
. conditions of the country into consideration. For instance,"
this is not a manufacturing country to any great extent, and
industries, therefore,- have not yet developed to the.point
where these particulars of pre-war results are-available, or,
if obtainable, to render them reliable. ' S
116. By Mr. Baster.] The producer is certainly in a dif- .
ferent position to the middleman. He is essential to the
country in a sense that the middieman is not. © You could
not apply exactly the same considerations to manufacturers
as you would to traders, because of the .difference of their
undertakings. The manufacturer’s risks are greater than the
trader’s risks. >

(Ai this stage the Chairman left the room and M.
Macintosh took the Chair.) B

117. By Mr. Garcia.] 1 consider Mr. Boydell’s other
recommendation in paragraph 152, that goods manufactured
in South Africa are not to be sold at the price at which
similar goods could be imported, but at prices based on the
cost of production, is an ideal proposal, and comprises more
than can be carried out. . " .

If goods were sold on the basis of some percentage of profit
added to.the cost of production the selling price might be
either above or below the imported price, so that while it
might cut down profits in one case it might increase them in
another, and if the price based on cost were higher than.the
imported price the result would be that additional protection
would have to be given to enable the goods to be sold at all.
As to whether Mr., Boydell believes in competition or mot, I
really cannot speak for him. I would rather not give an
opinion as to that. I have nothing to do with recommenda-
tions which are outside of the report itself. I think it would
have been better if we had inserted a side note to paragraph
152 that the rest of the members of the Commission did not
agree with Mr. Boydell’s view on this matter. With regard
to the further remark in paragraph 152 ¢/ There is also the
question of merchants pooling their supplies and of prices

being fixed which only allo fair margin of profit on par-
5.6 13—19.] y atow & h P P
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ticular classes of goods,”’” my view is stated in paragraphs 150
and 151 and also in Chapter I. It is possible that my col-
leagues did not agree with my personal views, but I do not
think so. The matter of pooling supplies is to a considerable
" extent in the hands of the merchants themselves. If they had
thought fit to put their heads together, to decide what were
fair terms at which the goods could reach the consumer, and to
“act on this decision, I think a good deal could have been done.
. They might have come together and tried to arrive at some
" understanding. As to whether it is a practical suggestion that
merchants should come together and agree to pool their goods,
‘the history of the last four years has shown that they have
‘not tried to-do so. I see no prospect of them coming together
in the future. In the United States, as already mentioned,
where merchants deal with certain classes of food over which
the Government think it desirable to exercise control, food ad-
ministration licence is issued, which states that the Govern-
ment expects them to ask only -what was their legitimate
profit before the. War, regardless of what it would cost to re-
place the goods. This profit to be based on the delivered cost
of the goods.

,118. By Mr. Baxter.] A number ‘of articles of food were
licensed, but what the articles were I cannot say.

'119. By Mr. Garcia.] With regard to paragraph 160, and
to the question as to the basis on which such services should
be assessed, that is dealt with in what I have said about
profits. Salaries paid are according to the services rendered,
and merchants’ profits would similarly be governed by what
weré found to be, in the open market, reasonable rates.

120. By the Acting Chairman.] With reference to ‘‘ reason-
able,’’ that the rates paid before the war were unreasonab_le,
under the conditions prevailing in the country, would require

roof. - )

121. By Mr. Garcia.] With reference to paragraph 128, the
nature of the relations between wholesale and retail businesses
in the country has changed, and the change started before the
War. On the other hand during the War period owing to the
practical impossibility of the small man importing goods, they
were ‘more and more compelled to buy from the wholesale
houses, and the Commission has evidence that certain prices
at which the smaller traders were able to buy from the whole-
sale houses were higher than those at which they were able to
sell to the public in the rare cases where they were able to
import direct. The Commission also came across cases—

“fairly numerous on the Witwatersrand— where business had
changed hands and large sums had been advanced by whole-
sale merchants to the purchasers of such businesses to enable
them to carry on. Whatever the financial position of the out-
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going firm may have been the incoming firm was entirely de-
pendent on the wholesale merchants who gave them financial
support. They were supported accounts. This state of thing
was accentuated in war time. The statement made by mer-
chants that the retailers were importing much more largely
on their own account must relate to pre-war days. We had
‘almost universal complaints from the smaller traders that
they were unable to import during the War period.

122. By the Acting Chazrm(mj Our enquiries were con-
fined to nine centres only.

123. By Mr. Garcia.] There is nothmrr in this Austrahan
Report (see paragraph 123), to show that they have realised
that it is essential for the success of co-operation to have
guidance. Financial assistance and guidance have to go
together more or less, but the guidance of a central organisa-
tion is of the greatest importance. There is nothing in the
Australian evidence to show that there was any central con-
trol or any assistance of that kind given to the movement.
The success of the farmers’ co-operatlve societies in this
country is a case in point, viz.: the existence of a group of
_persons possessing common mterests, and under the central
guidance of the Land Bank. The fish trade is very largely
in the hands of one firm, who are in direct contact with the
actual distributors all over the country. - The Commission
obtained a large amount of evidence, and ascertained mnot
merely the general result of this business for’ years past,
but even the results of each individual boat. The expendi-
ture was also closely examined, and the trade arranwements
discussed. ~ The result was that we found that the prices
obtained for fish to-day do not give a profit in excess of
what the company was making in pre-war days.

(At this stage the Chairman entered the room, and Mr.
Macintosh 'vacated the Chair.)

I shall send you a note of the prices of fish in Johannes
burg, Kimberley, and the coast towns.

124. By the Chairman.] There is great wastage in selling
fish, and the prices obtained by the fishermen are only a
fraction of what the public has to_pay. All the evidence
we have goes to show that undue profifs have not been made
in the fish trade even by intermediaries.

125. By Mr. Garcia.] The firm in question is not estab-
lished at Mos%el Bay, and there you might have to depend
on local fishermen for fish, who perhaps could not then get
out to-fish. From time to time the Commission has dis-
cussed fish prices, and agreed to the prices charged. No
doubt retail dealers have some arrangement amongst them- -

selves as to the price at which they will sell.
[S.C. 13—19.]
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126. By the Chairman.] There are two main causes for
the increase of the price of fish—firstly, smaller catches, the
principal cause; and, secondly, increased wages and the very
largely increased cost of upkeep of the boats. The cost of
boats and of everything to do with them has increased
enormously.

Mr. Tlloma.{ Barry.-Herold, examined.

127. By the Chairman.] I am the Chairman and General
Manager of the Land and Agricultural Bank. The history
of the advance of £10,000 by the Government to the South
African Industrial Federation Company is shortly that this
sum was specially voted by Parliament last session as a War
‘measure to keep down the cost of living. The payment of
this amount and the recovery thereof was entrusted to me
--ag General Manager of the Land Bank. The amount was
paid over on August 6th, 1918, under certain conditions.
‘These conditions have been complied with as far as pos-
sible for the Company to do so. The rate of interest is 5
per cent. per annum, payable half-yearly in arrear. The
interest has been paid. It was at first intended that the
Company’s assets would be pledged to the Government under
a general bond, but that form of security was abandoned,
because of the Company’s representations that its credit
would be damaged, and that such a bond would prejudice
the position of other creditors. That particular form of
security not being available the advance was paid over at the
request of the Secretary for Finance, upon the following
conditions : —

(a) That the amount shall not be more than 80 per cent.
: of the unpaid portion of those shares upon which at
least one tenth of the nominal value has been paid;

(b) That the company cede to the Government all its
right to and in all moneys due and payable by mem-
bers for share subscriptions as collateral security
for the repayment of any amount owing to the Gov-
ernment in respect of the £10,000;

(c) that the rate of interest be 5 per cent. per annum
payable half yearly in arrear;

(d) that the period of the loan be for the duration of the
War and a. year from the official declaration of
peace between Great Britain and Germany, and that
any amount which may then be owing shall be pay-
able in one yearly and four equal half-yearly in-
stalments;
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(e) That if at anv time during the currency of the loan
the Government advance and the share subscriptions
exceed the company’s nominal capital such surplus}
shall be employed by the company to reduce the
debt to the Government; )

(f) That the Government through Thomas Barry Herold
in his capacity as General Manager of the Land and
Agricultural Bank of South Africa shall have the
right at any time to examine the company’s books
and documents; - ) ’

(9) That if the company be in default in payment of any
amount whether capital or interest due under the
loan, or if the company fail to observe the conditions
of the loan, the full amount shall immediately be-
come due and payable by the company to the Gov-

L)
ernment.

No general bond was taken. It was felt that it would
damage the company’s ciedit and prejudice the decision of
other creditors who would, as a matfer of fact, guarantee
the overdrafts of the Standard Bank. I consider
the advance, under the special circumstances,
justifiable and sound, in view of the prevailing. con-
ditions of the country. There was a feeling abroad
rightly or wrongly that there was undue profiteering,
and there was tremendous feeling on - the Rand
amongst the working classes, and it was felt, as a War mea-
sure, that this advance should be made. The extent of the
company’s trading is roughly about £12,000 a month. They
have 23 branches in different parts of the country, particu-
larly in the Witwatersrand area. I think the prospects for
recovery quite reasonable. : :
- 128. By Mr. Macintosh.] They are working at a profit
now. . ) .

129. By Mr. Barter.] The last statement which I have got
shows an estimated profit. The returns had not been com-
pleted, but this report is audited by Mr. Hall, the accountant
nominated by the principal creditor. Originally it was the
intention of the Government that they should be consulted
as to the appointment of auditors, but as it was found that
the principal creditor had approved, we did not concern
ourselves about the matter. The report is signed by Mr.
Hall, and shows an estimated profit for a period endin
March, 1919, of £1,841. It does not show the length of the
period, but I think it is for four months. They supply me
with a duly audited financial statement, and T audit their
accounts as soon as their statements are complete. They have.
written stating that the auditors hope to complete the balance

sheet very shortly. They have completed the audit, and hal-
18.C. 13218, \
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ance sheet and report will be sent to me in due course. The
date of the letter was 2ud April. I telegraphed to Pretoria,
but the estimated statement 1s the only statement I could get
at present. _

-130. By the Chairman.] 1 have seen the Report of the
Commission as regards co-operative trading. I have not
iven evidence before the Commission. It is obviously in the
interests of the whole community that this rural producer
and the urban consumer should come together without the
assistance of unnecessary intermediaries, and this question
arises, viz.: to what extent should the State assist in at-
taining that object. The State has already adopted the policy
of granting financial assistance to co-operative groups of
rural producers, and that fact is sometimes regarded to be in
itself sufficient justification for the adoption of a similar
policy towards co-operative groups of urban consumers. That
seems to me to be the superficial view expressed without giv-
ing much thought to the subject. It is recognised through-
out the world to be necessary for the State to grant financial
" agsistance to rural producers, and fhat necessity is explained
by the simple fact that any financial assistance they receive
must necessarily be long dated to tide them over from har-
vest to harvest. The wage-earner who is paid weekly or
monthly does not require long date assistance. It is just
that difference which explains the fact that whilst State
assistance to co-operative groups of rural consumers is al-
most world-wide, there is not, as far as I know, a single
State which grants direct financial assistance to co-operative

roups of consumers. Another factor which explains this
%istinction in policy is that the general body of rural pro--
ducers, if unaided, would find that for practical purposes
their market was limited to the nearest storekeeper, whereas
the wage-earner, buying groceries, usually has a number of
competitive shops seeking his custom. There are other factors
which explain the differentiation in treatment by most States
between . rural producer and urban consumer, such as the
desire to keep people on the land, the perishable nature of
" the goods produced, and the farmers’ lack of business ability
and commercial training. It is possible that in some coun-
tries State aid has been given to trading societies composed
of urban consumers during the war period just as the Union
loaned £10,000 to the South African Industrial Federation
Company, any such assistance would, however, be purely a
war measure due entirely to abnormal conditions. I agree
with the opinion expressed by the Cost of Living Commission
in its memorandum dated 3rd December, 1917, on the subject
of State Aid to Co-operative Societies, that “in ordinary
times no notice need be taken by the Government of the de-
velopment of these societies, which might be allowed to follow
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its natural course.”” State aid to rural producers has been a
recognised policy in normal times, but State aid to urban
consumers has been purely a war measure. It has not been
necessary for the State to grant financial assistance to co-
operative groups of urban consumers in other countries. . On
the contrary, the desire on the part of the State in Germany .
to do so has been opposed by co-operators themselves. The
grounds of objection probably are (1) that State aid: implies
some measure of State control, and (2) that the wage-earning -
class is usually in a position to help itself. The wage-earn-
ing community in South Africa is probably better off than in
any other country, and if there has been no real need for the
State to assist financially in other countries, it seems reason-
able to say that there is no real need here. If it can be shown
that the wage-earning community is, in fact, unable to help .
itself, then I should say a good case would be made out for
State assistance. If the evidence given by Mr. Crawford,
the Chairman of the South African Industrial Federation
Company, to the Trading on Mines Commission has been
correctly reported, then a strong ‘casé-for sympsthetic en-
couragement has been made out. The State should encour-
- age co-operation amongst consumers by providing suitable.
machinery for registering co-operative companies of that kind -
and generally to facilitate their peculiar form of business.

Such legislation shall provide, inter alia:— ' .

(1) Some simple form of registering the increase of
capital which is necessary from time to time as
shares are taken wup.

(%) exemption from stamp duty and fees for trading.
licences; ) :

(3) the Iimitation of spheres of territorial activity. Dup-.
lication of stores in any given area does not make for
reduced cost of living—it might, on the contrary,
increase the cost to the consumer, because the costs
of distribution, for instance, might be increased.
The influence of competition is not so effective in
reducing prices, as is someétimes supposed;

(4) that buying and selling be for cash only;

(5) that business be confined to members;

(6) that borrowing powers be limited to 80 per cent. on
unpaid capital; o

(7) that voting power be based on the one man one vote
principle. ‘

_There is only one single country in which State aid is’
given to co-operation. In Germany the working men were
against it. In France the State aid takes the form of out

and out gifts to individual societies. 93,000 francs were
[3.C. 13-19.] . 7
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given to individual societies in 1905. That is the latest in-
formation I could get. They give loans to banks established
workers” by societies on condition that the bank does not
charge more than 2} per cent. They give preferential treat-
. ment to the State when they tender for Government con-
tracts. They have a form of society in which the contractors.
all club together. I have not come across a case where an
advance has been made out and out to co-operative shops.
If Mr. Crawford’s evidence is correct. he has made out a case
for sympathetic treatment. His statement was published in
the press a couple of days ago. If correct, it means the re-
- straint of trade,-and should not be encouraged. I have no
means of testing the accuracy of that report. I could not say
whether it will affect wholesale people giving credit to the
society. i
131? By Mr. Close.] If it were considered advisable to give
financial assistance to co-operative societies there would be
no difficulty in extending the machinery of the Land Bank.
With regard to the legislation proposed by me, if such prin-
ciple is adopted. I would suggest that in addition to the
suggestion by the Cosi of Living Commission, that the bank
or Government gets a prior call on the unpaid subscriptions.
" 'With such a form of security, I think there would be very
little risk of loss under proper control. _
1Z2. By the Chairman.] The company’s operations reia-
tively are so small, and the difficulties mander which it worked
so great, that its activities do not truly reflect the power of
co-operative stores to reduce the cost of living. Yet, not-
withstanding those difficulties, it is claimed for the company
that it was a real factor in keeping down the cost of living
on the Witwatersrand, and its officers quote the figures pub-
lished by the Cost of Living Commission to support this
claim. On the Witwatersrand the increase in the cost of
living was proportionately less than at other centres. The
S.A.L.F. Company claims that whilst it is true that its turn-
over may have been negligible, still its price list indicated
to the householder the price at which groceries could reason-
ably be sold. They claim also that if their business included
the sale of clothing, boots and the like which ordinarily
carry a high rate of profit, they could have afforded to cut
groceries even still finer—that is the loss made on groceries
would have been more than counterbalanced by the profits on
clothing. The company also claims that opening a store at
Mafeking and Zeerust had the immediate effect of bringing -
down- the level of groceries throughout the other’ shops in
those two towns. The claims of the company are supported
by newspaper reports, and it seems that notwithstanding
the difficulties under which it has been countinuously working,
its restricted operations have benefitted the consumer.



COMMITTEE ON COST OF LIVING COMMISSION’S REPORTS. 33

2nd May, 1919.] . [Mr. H. Pim.

It must be borne in mind that the company, owing to
shortage of capital, was obliged to buy, in most instances,
from local wholesalers who have been profiteering according
to the Cost of Living Commission’s Profits Report). The
company as mere distributors of stocks obtained from local
wholesalers had, therefore, only restricted opportunities to
influence the cost of living. .

But given sufficient capital, and the proper organisation
to buy in the world’s markets, and to distribute the goods to -
consumers, there are good grounds for believing that the in-
fluence of co-operative stores would make itself felt to a
much larger extent than the operations of the S.A.I.F. Com-
pany might lead one at the first glance at its balance sheet
to suppose.

The results achieved by the co-operative stores in England
prove that the co-operative store can realise economies in
retail distribution which are impossible in a non co-operative
establishment, and the positien must, it is thought, be ac-
" cepted that there will be a world wide-change from the com-
petitive to the co-operative system of distributing the mneces-
sities of life, and the high prices which are likely to rule for
some time are an important fact in hastening a change.

133." By Mr. Close.] The society is not confined to selling
to its members. It has been selling to non-members, but is
discouraging this as the non-member does not subseribe any
capital. .

134. By Mr. Barter.] From a commercial standpoint, the
co-operative storesshave not been successful, put from a con-
sumer’s point of view, the stores have been a success. The .
management, I think, sells too cheaply, in the first instance,
to cover working expenses. As a result, a loss has been in-
curred which is now being overtaken.

Friday, 2nd May, 1919. -

PRESENT :
. . L)
Tue MixisTFER oF Rarwwavys anp Harsotrs (Chairman.)

Sir Willem van Hulsteyn Mr. Baxter.

Mr. Close. Mr. J. W. G. Steyn.
Mr. Macintosh. | Mr. Louw. -
Mr. Garcia. Mr. de Beer.

Mr. Howard Pim, further examined. ,
135. By the Chairman.] 1 should like to deal further with
the effect of the two additions to pre-war profits—one con-

tinuing thé pre-war percentages on the higher prices, and
(s.C. '53—’19.]p P & grer p D
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two, the additional percentages charged. I wish to give an
example which will make the matter clearer. Incidentally,
it should clear up our use of the word *service.”” The word
is used from the consumer’s standpoint, and the question is
how the profits which have been made by traders can be
justified. I refer the Committee to paragraph 69, wholesale
- boots and shoes. In the first place 1914 was a year which
‘was not quite so good as 1913. Not having further figures,
I cannot speak for other years. I propuse to take as a basis
not the 1914 profits percentage of £8 2s., but the 1915 figure
of £11 1s.,.and proceed to make up the £28 for an equal ser-
vice rendered in 1917 (see last line of paragraph 69). I.
therefore, take £11 1s. as the starting point, pointing out
that it includes pre-war interest and, in addition, an adequate
pre-war profit. Expenses have increased during the four years
"under this head, and, including the risk of bad debts, I
allow an extra £3 6s. on outside figures. Then for interest
I allow £3. Again, an excessive figure for the accounts shows
about 3 per cent. on the turnover for additional interest, -
whereas this is £3 out of £28. These figures make up a total
“of £17 Ts., so that there is a further figure of £10 3s. which
is paid by the retailer to the trader (uot even the consumer
in this case), for which the trader has to find justification.
Of that £10 3s., roughly one-fourth represents the increase
due to increased rate of gross profit in this case of wholesale
. boots and shoes. The balance of three-fourths represents the
profits that accrue as the result of charging the pre-war rate
of profit on the higher prices. . .=
. 136. By Mr. Baater.] £11 1s. represents pre-war nett pro-
fits. - I ‘add figures to cover increased expenses and interest,
making a total of £17 7s. The difference between the total
arrived at in that way and the £28 is the £10 3s. which I
have spoken about. One-fourth is roughly due, in this in-
stance, -to the small increase in the rate of gross profit (28.2 .
per cent., as against 26.6 per cent.), and three-fourths is due
to retaining the pre-war percentage of gross profit and apply-
ing it to the much higher prices of the goods concerned. 1f
traders or Parliament desire the Commission is willing to
gollect similar information for 1918 and publish the results in
. a supplementary report. I am not going on the assumption
~ that the same number of boots were sold in 1917 as in 1914.
Assuming that prices have doubled., you will see from the
table that the actual quantity sold has been rather less. The
. first table in paragrapb 69 shows that the turnover has gone
up by about one-third, as against the price of the goods
having doubled. If an individual buys at twice the price he
ets the same service. : .
7 137. By Mr. Macintosh.] As regards placing one’s self in
the position of the boot and shoe merchant during the war,
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and stating what one ¥ould have done under such conditions,
"I must refer you to paragraph 150, etc:, in Chapter XII of the
report. I would also refer you to Chapter One.” The under-
lymg idea is that merchants should havegot together and,

recognising the difficulty of other sections of the commiunity,
‘should have come to some mutual arrangements vshmh would
. ‘have enabled goods to reach the consumer at lower prices. ' I
am aware that in South African trade, quite apart from the
competition inside any principal town, you have every port
town competing against each other for the inland trade, and
. in order to make.the suggestion effective it would be neces-
‘sary for the representatives of traders in all the port towns
‘to meet together and make arrangements. I think something
of this kind should have been tried. I cannot say what pro-
portion of the turnover figures shown rep1esents stock of South
African manufacture nor when the price began to increase
. substantially. ~ The proportion of boots of South Afrlcan
manufacture increased year by year. '

138. By Mr. Close.] Table “J7 on page 65 shows thaf tlle
actual amount of expenses has increased from £52,180 to
£62,461, but the percentages on turnover represented by these
expenses have gone down.

139. By Mr. Baater.] Tables ‘“ 0, “¢ P” and “Q” a
fully explained in paragraphs 76 and 77. To calcylate per-
centages on the basis of the group totals shown in Table *“ P ”’
would be altogether misleading, because while these group
totals correspond with the Commission’s information, the
items making up each group may not he relatively correct,
We took all the representative firms we could get. It does
not follow that boots and shoes for instance are over or under
represented, but you cannot base your argument on percen-
tages based on these group totals for that reason.

140. By the Chairman.] 1 did not say that I drew no de-
ductions from these tables. I said I "drew my deductions
from Table ““ P.”

141. By Mr. Macintosh. ] In paraglaph 29 a deduction is "
drawn from the first totals of Table ““ P.”” This deduction is
legitimate. Table ““ A’’ reflects the same money totals re-
arranged. Paragraphs 76 and 77 make this quite clear. The
average (arithmetical' mean) figures in Table “ 0’ and
“Q » are approximate. The conclugions drawn were care-
fully considered and are justified. ith regard to the fol-
lowing sentence in paragraph 76 of the report: ‘‘ These final
percentages in our. opinion give a vVery close appr0x1mat10n
to the results of the general course of mercantile business in-
South Africa from the outbreak of the war up to, say, Septem-
ber, 1917, the arithmetical mean percentag'es are’here

alluded to.
[S.C. 13—"19.]
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142. By Mr. Barter.] Our conclusions are certainly justi-
fied. The percentages in Table “ J,” viz., gross profit in
1914, 24.8, and in 1917, 28.2, indicate that the people con-
‘cerned during the war increased their pre-war percentages on
cost prices, but I do not say that (in view of the difference
between 1913 and 1914) the increase in question is the whole
difference hetween 24.8 and 28.2. I have pointed out that’
the 24.8 per cent. may be somewhat increased. =~ With re-
ference to paragraph 131 and to my statement that traders
have actually increased their percentage gross profit, I do not
know of any other factor which would account for the results
shown. Take Table “ G,” Hardware; the percentage of gross -
profits in 1914 was 33.5 and in 1917 36.9; in Table “H,”
Chemists, 25.6 in 1914 and 26.4 in 1917; Table “1,” Gro-
ceries gwholesale), in 1914 10.3, and in 1917 12.8; and in
Table “J,” Boots and shoes (wholesale), in 1914 24.8, and in

1917.28.2, and so on. As to whether I know of no other fac-
tors which would explain the increase in the gross profit ex-
cept the fact that that merchants have increased the percen-
tage on selling price, I agree that there is a fluctuation in
- the ordinary course of business, and that the average gross
receipts shown in any year will-depend upon the relative pro-
portions of the various classes of goods sold by a firm. If a
firm sold a bigger proportion of luxuries that would be re-
flected in the gross profit, but luxuries have been clean cut
out of this report. Expenses in connection with the handling
of luxuries, especially in the retail trades, are greater than
for bread and butter goods. = We have overstated the expenses
incurred for the bread and butter part of the business (see
paragraph 34). If merchants got rid of a lot of their old
stock which had been written down below cost prices st war
prices, that would also increase the gross profit, i.e., if the
goods were written down in the books. If the books show a
ridiculous valuation, and suddenly circumstances altered and

. big prices were received for the goods in question, that would
increase the profits. The fact that during the war firms had
to allow very little far depreciation of stocks is stated in the

.report (see paragraph 15). .

'143. By Mr. Close.] With regard to the increase of gross pro-
fits such as from 24.8 per cent. to 28.2 per cent. in the case
of boots and shoes, I think this added to the continuing of
the pre-war percentages, the primary and main causes of the
increase in selling prices, but I do not say that other sub-
sidiary factors, such as those above-mentioned, may not have
tended in the same direction. - - :

144. By the Chairman.] These points which have been men-
tioned operate, of course, also, and may account for a por-
tion of the increase, but not for the whole of it. With regard
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to the remedy for this state of affairs, I quoted one instance,
and gave my authority, I think, yesterday, viz.: ‘“In, the
United States, as already mentioned, where merchants deal
with certain classes of food over which the Government think
it desirable to exercise control a food administration licence
is issued, which states that the Government expects them to
ask only what was their legitimate profit before the war re-
gardless of what it would cost to replace the goods. This
profit to be based on the delivered cost of the goods.”” This
is a notice issued by theUnited States Food Administrator. I
cannot give you the date, but it was during the war.. ‘

145. By Mr. Barter.] 1 cannot say whether it was since
America came in. '

146. By Sir Willem van Hulsteyn.] On the face of it, it was
a request, but one which under the circumstances would have
met, if broken, with considerable punishment. , ,

147. By the Chatrman.] My precedent does not go beyond
a request. The whole question of the fixing’ of prices which
has been adopted so widely, but which has not been adopted
here, except 1n special cases, is an instance, and one method
of the fixing of gross profits. It is true-that these are all
war-time arrangements, but the contention in the report is
that a good deal of these arrangements which were intro-
duced during the war will have to be made permanent, and
that view is supported by strong evidence. I do not suggest
that the fixing of prices should be made permanent. The
system which I have quoted was put into operation by Amer-
ica in preference to fixing prices. The whole of the United
States organised itself to assist Europe. We worked upon
similar lines, and from the very beginning we laid stress
on the point that it was for traders to take the lead in this
matter (see Chapters I and XII). I should like to amend
my evidence given yesterday with reference to the service
of artisans. Taking the example of railway servants who
receive more now than during the pre-war period, this ad-
ditional payment corresponds to the additional expenses which
are incurred by the merchants. It is a payment that keeps
the artisan fit for his work. Efficient service could not be
rendered if it were not made. The Commission’s contention
is that the merchants are entitled to recover from the con-
sumer. all their additional expenses plus a reasonable allow-
ance for any increased risks, but not more than this: they -
should not appropriate everything that pre-war conditions
allow them to obtain. - | :

148. By Mr. Macintosh.] The value of the sovereign thus
comes into the question; although the artisan receives-in-
creased wages, they are practically absorbed by the increased
cost of living. T would apply that principle all round. We

are all consumers; everybody is a consumer, the merchant,
[8.C. 13—19.] ,
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the farmer and the artisan. We take the consumer qua con-
sumers to start with, and then we ask if the person who sup-
plies the consumer can justify the charge he makes for the
service rendered. The artisan, as I have explained, justifies
it. The merchant also justifies it to a certain extent, but
over and above what he can justify, there is a considerable
margin which he has not justified.

149. By the Chairman.] With regard to rents and housing,
‘I should like to call. attention to the further recommenda-
tions on page 44 of the General Report, on the subject of
holding a conference to consider the housing question in all
its bearings.. We thought that all the municipalities could
“probably throw some light on the position and assist in
formulating some scheme that would be satisfactory to all
‘concerned. : : .

150. By Mr. Close.] The effect of our recommendation was
that it should be treated as a National matter. The crux
of our recommendation is that the Government shall make it
~easy for municipalities to borrow from it, but not in op-
position to the Provincial -Administrations. What we want
is that funds may be available for housing purposes through-
out the Union. I agree that (to provide for the case of any
of the Cape Provincial Administration not introducing legis-
lation), the Central Government should deal with it as a
National matter.

151. By the Chairman.] With reference to the probable
movement of prices, I start with America. TWe have two
distinct sourees of information, one from a private firm, the
other, official. The view of the private individual is that
there may be a fall in prices in about six months of £10 to
£20 per cent. The official information does not agree, ex--
cept in so far as cotton goods are concerned, where they
consider such a fall is possible. They point out that the
strain on the American manufacturer owing to the return
of troops after the war is not likely to be so great as in Euro-
pean countries owing to the short time that these men were
at the front, so that a great deal of what they had bhefore the
war is still available for them. The whole position both
for America and for Europe, is affected by the extent to
which the Central Empires will be opened up for receiving
goods. One has heard of £10 and £12 being paid for a pair
of boots in Central Europe and as much as £80 for a suit of
clothes, which figures illustrate the enormous demand which
exists and which, if these countries opened up, must have a
very large effect on prices of merchandise. With regard to
cotton, T understand that following a very heavy rise and a
much smaller fall, the price is now hardening again. -~

With regard to woollens and foot-wear “ the general opinion
is that there will not be any material change in'the prices of
woollens and footwear for some time to come, especially -if
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order comes out of the present chaos in Germany at an
early date. The Central Empires must want equipment of
all kinds, not only raw materials, but manufactured goods.”
The date of that .document is 20th March, 1919. That is a
general summary of the following information. - '

The following is a letter from London, dated 1st January,
1919 : —

“Since the signing of the Armistice there has been a
tendency on the part of the retail trade to return goods,"
cancel orders and cease buying, and as we are frequently
asked our opinion as to supplies in the coming months,
we think an interchange of views should be of value..
After careful investigation we feel that whilst reason-
able caution is advisable, there is no indication of a drop
in prices of woollen goods during 1919, on the following
grounds: The production of woollen fabrics and garments

- requires some months.- For instance, the goods for-this
spring and summer are now in hand and nearly finished.
All yarns for winter goods will have been bought within

- a month or two or the goods would not be ready in time.
All raw wools are in the hands of the Government and
for many months will be at rationed and controlled
prices. Even if they were freed from control in 1919,
the opinion of the best experts is that public competition
would kéep prices on a high level. The prices of. wool
yarns to-day are considerably higher than those quoted
for last autumn, and wages have increased. A corres-
ponding position gqua manufactured goods must therefore
be reckoned with. There is a serious shortage of -wool-
len fabrics and made goods of all kinds in the belligerent
and neutral countries, so that when peace is declared
and trade routes are open, the demand will probably be
so great as to force prices up to a still higher level than
we have vet known. The °Yorkshire Post’ estimates
that the stocks of raw wool in the world will, at the end
of 1920, be at a lower level than they have been for
many years. We recommend .our customers to cover

" their requirements at an early date, if they wish to hold
their trade together. So far as we are concerned, our
policy is to follow the market. and place contracts
at current prices, to cover our probable requirements for
1919, where and when opportunity arises.’’

In a further letter from England, dated 18th December,
1918, it is stated: — ; —

“It is of course very natural that houses who. have

seen with alarm the very heavy increases which have

- occurred in wool and cotton goods should conclude.that,
{S.C. 13—19.] . L
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- with the signing of the Armistice and the prospect of

peace, there will be a rapid fall in prices. In order
that the position may be fully recognised, it is necessary
to explain the situation rather fully.. It is of course
well known that the Government have bought Colonial
wool crops, but owing to the submarine menace it has
been impossible to get the wool across, with the result
that, for the whole of this year, Government demands
have had to be fully satisfied before any wool was libe-
rated for civilian purposes. Every period of the civilian

ration tended to grow less, and for the next rationing

period, commencing in December, bad not the Armistice
come, there would have been absolutely no wool available
for civilian purposes at all. " The result of this rationing
has been a greater scarcity of wool for civilian
purposes. If, ~therefore, there was plenty of wool
available, the demand to make up the shortage would

" bave a tendency to steady prices, but for the next period °

we have learned that the amount allowed for civilian

. purposes will be somewhat simliar, if possible somewhat

1n excess of the last period. However, as the last period
was the smallest allocation on record, it is quite manifest
there is not going to be a huge supply of wool thrown
upon the market; that, in short, the shortage will con-
tinue. And again, it must be borne in mind that neu-
tral and allied countries such as Belgium, France and

- Italy are in most urgent need of wool for all purposes.”

. . . . Now as far as hosiery is concerned Army require-
ments will still go forward at high pressure.  Hosiery
is still most urgently needed; not only are demands not
cancelled but orders are likely to go forward for some
considerable time. That prices must eventually come
down to a lower level is of course apparent, but for the
moment we see no prospect of any ease, and most cer-

tainly not the slightest prospect of any slump.”

In a letter dated 27th January, it is stated:—

“ Sole leather is available in rather better quantities,
but at no reduction in price. For glace kid, however, and
many other sorts of upper material, there is no quantity
worth speaking of to be bought in this country, and it
seems very uncertain as to when any can come from
Australia. We think this condition will last.for some
time yet. The prices we are asking now for our goods
are based upon stocks which we actually hold. If we-
were suddenly deprived of a large portion of these stocks,

as, for instance, by a fire, many of them would be irre-
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placeable, and we do not see how we can go on offering
what we are able to offer now. With regard to labour,"
you are probably aware that there was an all-round 15
per cent. advance a few months ago, and that at present
negotiations are proceeding between the Manufacturers’
Federation and the men’s Union as to demands made by
the latter for further very large advances. What the
exact lines of settlement will be we cannot say, but the
‘general opinion is that although the full demands of the
men may possibly not be obtained, the result will be
some further substantial increase on to-day’s labour
costs. We hope that these prospects will not necessitate
any further advance on the quotations we are making to-
day for footwear, though it is impossible to guarantee
that such will not be the case. TUltimately we think that
there must be some reduction on present prices, though
we do not expect to see them go back in our time to the
pre-war. figure. We think any reduction will probably
be gradual, but that it cannot begin to take place at -
present. We do not see how any footwear can be shipped
from this country, for the next six months at least,.at
- prices below to-day’s quotations. It appears to us,-
therefore, that if we were buyers in South Africa, we
should lose no time in purchasing all that we expected
to require to sell in that country up till the latter part
of this year, but that we should not care to -commit
ourselves beyond that. On reading over this it appears
to us rather unduly sanguine to suggest the possibility
of any boots and shoes being delivered at a reduction on
to-day’s prices as soon as six months from now.”’

I should like fo quote from a further letter dated 25&[
January from England:— :

““ Qur opinion is that there can be no reduction on the
present prices for some considerable time for the follow-
Ing reasons:— :

The ‘raw material for the leather trade is exces-
sively short and can only be replenished from the other
side of the world, which must take time; coupled with
which the more urgent matter is the importation to
Europe (including British Isles) of foodstuffs. Con-
sequently we cannot expect to receive abundant -
supplies of raw materials for some considerable time.
These raw materials have to be made into leather
which also takes time. Added to this there will be
enormous demands by those countries of Europe which

" have been at war and have been blockaded.
[S C. 13—19.] )
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.We therefore see no reason to suppose that there will
be a downward move in prices for at least six months and
after that, in our opinion, the movement will be gradual.
A further reason is that we shall have to pay higher
labour costs in the near future, but to what extent we
cannot say. It is absolutely impossible to quote firm
prices for future deliveries. Our feeling is that for
pretty well two years it will only be possible to quote
prices when able to put the goods into work, because we
cannot tell from one day to another what leather we are
able to buy. We cannot buy anvthing ahead. Our
advice to our South African friends is that they shall
continue buying the goods they require, as thev require
them, at the prices ruling whenever they are able to buy,
as if they hold off, hoping for lower prices, they will
find themselves without goods. We know from letters
from the other side that the South African has an en-
tirely wrong idea of the position here. We believe that it
is possible to buy in a retail shop in South Africa, goods
at a considerably lower price than the same goods covld
be obtained on this side, so that, if they expect, as they
do, prices to fall, our answer would be that thev have
not, as far as the consumer is concerned, paid the top
price.”’

One firm in South Africa *‘ confirms the reduction in the
price of Horrockses’ calico, otherwise they report prices of all
goods remain firm. They think, however, at the end of six
to nine ‘months there will be an all round drop of 20 per cent.
_ Another firm states ‘ They are further advised it will possibly
be 12 mcnths before there is any downward move in prices
and though this must eventually come about it is not antici-
pated that prices will ever fall below 50 per cent. higher than
pre-war times. A further firm in South Africa states:
‘“ There are no reductions to report in ladies’ clothing or
millinery, in fact many lines show a distinct tendency to
advance. . . . .. There is po shortage of heavy boots but
there i not a great demand for that class out here. The prices
of boots however have advanced 20 per cent. since Armistice
and altogether 100 per cent. since pre-war.”” T have a letter
from another South African firm dated 16th March, 1919,
stating, inter alia: *“ The advance in hats, shirts and clothing
has been 20 to 25 per cent. since armistice. . . . . . In the
near future the cheapest ready-made suits will not be procur-
able locally under £10 10s. I am advised that prices of many
articles are so high that no orders can be placed until. t_here
is an appreciable reduction and this they do hot anticipate
until June at earliest and possibly not until January next
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year. They attribute this to the fact that owing to Govern-
ment conirol there is no open market for raw materials at pre-
sent, and in view of the above and that orders take approx'i-
mately nine months to execute they cannot see how there can
be any hope of a reduction in local prices before 18 months to
two years hence. Children’s clothing has advanced to such an
extent that representatives complain it is useless exhibiting
the samples and they are at once shelved. There has also-
been a big advance in children’s footwear.” ‘

. Mr. Commaille of the Customs Department states:—“1
would add that my own experience of the prices of many lines
of goods under review which are being imported through the
port is that they have considerably advanced. Travellers’
ranges are carefully scrutinised by me and the latest prices
noted and recorded. A further letter from a South African
firm states: ‘‘ At present there are two factors to be taken
into account, one tends to send manufactured textile goods
down, and the other to send them up. To send them down
we have reduced freights and war insurance on the raw
article. To send them up we have the very unsettled state of
the labour market at home, and possibly the expectation of
huge orders from the Continent as soon as things settle down
at Home. There has been no decided reduction in prices,
but the tendency is downwards. A few leading lines in soft
goods have been reduced. Horrockses’ new list dated Septem-
ber 18th showed a reduction of 15 per cent. but these goods
advanced tremendously during the war. . .. .. We may
even now, with cotton down, have to pay advances on the
manufactured article, as it usually takes, say, six months {o
get the goods made. . . . . . Prints: Pre-war price 22d. per
yard, cost us in November last 11Zd. Possibly if we were pre-
pared to place a large order now, we could get a firm quota-
tion at from 10 per cent. to 15 pern cent. less. Rugs: l.ttle,
if any change since armistice. Woollen Goods: Prices are
stationery with a tendency to advance. . ... . In my
opinion we shall not have any great change in values for the
next six months and possibly it will take 12 months or even
more before there is a noticeable reduction in the price of
soft goods.” ' _

1562. By Mr. Baxter.] I am not anticipating a general rise
in the price of foodstuffs. It is quite possible and I hope that
there may be some rediction in the price, as we produce so
much locally. Our food conditions are fortunately much
more favourable than anything which has existed for years
overseas. I know that the price of cotton has dropped, but it
will take six months before articles can be produced from

such cotton by the manufacturers,
{S.C. 15—19.]
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153. By Mr. Macintosh.] Regarding the case put of-a
public servant who before the war was getting £1,000 a vear,
which sum owing to increments was increased to £1,200 but
owing to the depreciation in the valuation of the sovereign,
he is not a penny better off in spite of such increase; and to
the case of the merchant who before the war was earning
£1,000 a year, but in, say 1917, was earning £1,200, and is
therefore in the same position as the public servant as to be-
ing no better off through the increase in his income, and
whether such merchant is not entitled to increase his rate of
profit to meet his increased living expenses—my answer is
‘that he is entitled to increase his profits to this extent. This
loss, if it is a loss, applies to the whole of the community.
It affects everybody. It seems to me that the merchant is not
entitled to claim that he has not made profits as expressed in
gold. He is not entitled to claim that he is to be freed from
a loss which affects everybody. This value of gold being found
on commodities. To apply this gold argument to the general -
results of a mercantile business is not right because such a

 business includes in.addition to commodities, fixed ecapital,
bank, balances, securities and other assets which are not
affected by the actual prices of commeodities. Further if the
merchant claims the benefit of a fall in the value of gold, he
must equally admit that when gold rises in value, as com-
modity prices fall, that his profits are correspondingly in-
creased. The profits are arrived at by a valuation of the
assets in terms of gold.
. 154. By the Chairman.] The merchant is certainly entitled
. to make increased profits to the extent of the increase in his
cost of living. My point is that he has made far more pro-
fit than that. -
'155. By Mr. Macintosk.] I do not agree that my comparison
is unfair.

156. By the Chairman.} With reference to the remark that
additional expenses incurred by the merchant in getting his
profit are allowed but his additional expenses of living as a
consumer are noé mentioned in the report, the figures of the
increase in the merchant’s personal expenditure are not
separately shown, but he is a consumer, and the merchant
qua consumer therefore comes under every remark about con-
sumers in the report. ) : )

157. By Mr. Barter.] In the circumstances 1 certainly
think the merchant is justified in increasing his income by
charging more profit so as to cover any difference in his liv-
ing expenses caused by the war.
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Tuesday, 6th May, 1919.

PRESENT : ~
§ .
TrE -Mix1STER oF RAiLways AND Harsours (Chairman).

Sir Willem van Hulsteyn Mr. Baxter.

Mr. Close. . Mr. Steyn.
Mr. Macintosh. Mr. de Beer.
Mr. Garcia. f

Mr. Arthur Patrick McLoughlin; examined...

158. By the Chairman.] 1 am Commissioner for Inland
Revenue. I have read Recommendation No. 10 of the Sum-
mary of Recommendations: “that a modified and heavier
excess profits tax be introduced with steeper grading, such
tax to absorb all profits above some agreed percentage (para-
graph 166).”. I assume that I was asked to come here in
connection with this recommendaticn, so that I could express
my views to the Committee on the question as to whether the
retention of an excess profits .duty as a permanent
tax is practicable, and secondly, if such a tax was
continued as a permanent tax, whether it would benefit the
consumer by preventing or discouraging the making of excess
profits. Any permanent system of ‘excess profits duty which
may be designed to prevent or discourage the making of excess
" profits would have to be on an entirely different basis to the
excess profit duties levied under Chapter IV of Act 41 of 1917.
That basis merely compares the profits of an abnormal period
with the profits of a normal period. It does not take into ac-
count whether profits were justifiable or unjustifiable, but
simply compares the income of one year with the income of
another year. " It allows the profiteer of the normal period to
continue to profiteer. The trader who was content with a
small percentage on an enlarged turnover pays pari passu
with the profiteer who demanded a higher percentage on a
smaller turnover. It is a comparison of the income of a-man
during a year in which we were at peace, and the income of
the same man during a year when we were at war. It simply
taxes the additional income of the man in 1917 as compared
with 1914. As a basis of permanent taxation you could not
select any arbitrarily selected period for comparison with
another period. It does not give you an adequate basis for
taxation., You would have to devise some other means. To

[8.€ 15—1Y;
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. attain equality, you would have to fix an absolute standard
that would be applicable to all, not variations of standard
"such as you find under the existing Act, where a man who
_made, say, 75 per cent. in 1914, was allowed to make 75 per
cent. in 1917, before he could be taxed for excess profit duty,
-while, on the other hand, the man who made a smaller per- -
centage is taxed higher (although he might not have been
profiteering at all), because he made increased profits in 1917.
159. By Mr. Baxter.] A man who profiteers is a man who
makes an unjustifiable profit. '
160. By the Chairman.] Helis a man who makes high pro-
fits. To find whether a man is a profiteer you would have to
examine every transaction of his, and so ascertain what was
a reasonable profit in each case: if more than a certain per-
centage was made you would say that that man was pro-
. fiteering.. You could not eoniinue the present basis, which
is merely a comparison of total profits. You would require
to have some percentage basis, and you would then be faced
" with the problem as to how you were going to fix the per-
centage. You might apply the percentage to turnover, but in
that event you must have a percentage for each class of
business and percentages for sub-classes of the same class of
business, those special sub-classes being special divisions of
the classes on the basis of locality. You could not apply
the same percentage to a firm in, say, Cape Town
as to a firm in, say, Benoni, where you have a
shifting population. henever you have a shifting
population’ you must have a higher percentage.
Moreover, you would have to consider stable businesses with
profits made regularly; to whom you would apply a
smaller rate of percentage. You would have to fix a higher
percentage for a, business that might have a limited life, as
for instance mines, and apply a smaller percentage to a
business with an unlimited life, such as a manufacturing
business. There would be an alternative. Supposing that
you were to fix a percentage on turn-over, Parliament might
fix a minimum and maximum percentage, but if Parliament
did that you would probably require a Board.of Reference
to determine whether any particular business or individual
should get a percentage between the minimum and the -
maximum. If you included individuals (and I think they
should be included as it is not only traders who have been
ready to profiteer but also professional men and wage-earners),
and were to have a minimum and maximum percentage with
the provision that that percentage could be varied by a
Board of Reference, your Commissioner of Inland Revenue
-would have practically the whole of the time of his Depart-
ment taken up in dealing with applications for a variation
of percentage alone. We have sixty thousand taxpayers on
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our list, and the work of merely keeping a record of the
applications, considering and rejectipg them, would practic-
ally take up the whole of our time. This method would not
result in any benefit to- the consumer, because if you fix ia
percentage, and you are going to prevent profiteering, you
would have to take the 100 per cent. profits exceeding the
fixed percentage. If you fix any lower figure than the 100
per cent. the consumer would not penefit at all, because the
trader, or any other person, who may be inclined to-pro-
fiteer, -can put up his prices so as to ensure that his portion
of the percentage will be larger. The consumer would not
benefit. * You can reduce your Customs dues. That might
lighten the burden of the consumer, but it is questionable
whether he would appreciate paying higher prices through
the imposition of an excess profits duty to get an indirect
benefit through Customs in which the profiteer would also
share. You cannot-fix percentages on capital, because the
amount of the capital employed frequently bears mo relation
“to the profits earned. Some businesses do not require- any
capital—such as commission agencies, -dealers on consign-
ments, etc., and still they make large profits. Others work
on borrowed capital, and have no capital of their own.” You
could not apply percentages to capital, but you might apply
percentages to turn-over or out-put.  Unless you take 100
per cent. of the profits exceeding a fixed percentage you are
not going to benefit the consumer. When fixing a percentage
you would have to fix a minimum and maximum, and ecast
the onus on the applicant to make a good case for a percentage
above the minimum. You would require to have a Board
of Reference to consider such applications, and the work
would be so heavy and comiplicated that i® would -take up
the whole of the time of our department. Our ‘existing ex-
cess profits duty .exempts professional men from the payment
of excess profits duty. I do not think that is right. If you
are going to apply excess profits duty to traders, it should
also apply to other persomns, such as professional men and
wage-earners, because, as I have stated, although the general
allegations are that the traders are the profiteers, profiteer-
ing has not béen restricted to traders alone: other classes
have been. just as ready to profiteer at the expense of the
general community. What I had in my mind when re-
ferring to professional men was that over and over again
- we have heard that doctors have profiteered during the in-
fluenza epidemic. I think the Commission, when it made
this recommendation No. 10, had in view a specific benéfit
-to the consumer, but it is quite clear that the increase in .
. excess profits duty cannot make any difference to the con- -
- sumer in the cost of living, unless the duty is fixed at 100"
[S.C. 13—19.] ' B
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per cent. of profits above a fixed percentage. The Commis-
sion has admitted that.« It did not contend that this recom-
mendation - would have the effect of reducing the cost of
‘living. It said this was not sufficient in itself. As the
consumer cannot by means of an excess profits duty get direct
benefit, the State may as well get all it can out of it, so as
to benefit the community at large. From whichever point
of view you look at the matter—whether with the object of
getting additional revenue or relieving the consumer—it is
not practical to do so equitably under the excess profits duty
chapter of the Act. My criticism has been based on the
assumption that the excess profits tax is to be permanent,
but with the modification that it is to be for only a temporary
period after the war, my objections to its continuance largely
fall away, although I consider Chapter IV of Act 41 of
1917 a’ most unsatisfactory basis for a tax, because it does not
-work equitably. 'When 1n the ordinary course the Minister
of Finance introduced his Budget, that Budget only referred,
to the tax for six months after the war. I do not see any
objection to tightening the tax up when the House goes into
‘Ways and Means, and getting more out of the large profits
for the State, except that by continuing the existing basis
you would still have the complications and inequalities, and
. to attempt to modify them would land you in all kinds of
diffieulties.  You could continue it, but you would have to
bear in mind that you are continuing these inequalities.
There is no objection to raising the amount of percentage of
that tax from 25 per cent. to any higher percentage; we
have the necessary machinery to carry on the provisions for
. an extended period. . :

" 161. By Mr. “Macintosh.] Personally, I do not think it is
fair to make these taxes retrospective. :

* "162. By the Chairman.] All we have to do is to get author-
ity from Parliament for the imposition of a normal tax and
a super-tax, not for the imposition of an excess profits tax,
because the latter stands until the expiration of six months
after the end of the war.

 163. By Mr. Macintosh.] A normal tax and super-tax is
imposed by Parliament each year, but in the case of the
Excess Profits Tax it is there until six months after the
termination of the war. o
. 164.. By the Chairman.] It is felt that it is desirable that
the State should have the advantage of a higher rate of ex-
- cess profits duty—all that would be necessary would be to
alter the percentage, and extend: the period of Chapter IV
of Act No. 41 of 1917, -

165. By Mr. Bazter.] T have expressed my personal opinion -
that T am not in favour of retrospective taxation. If you
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want more money the better and fairer way would be-to get.
it through the super-tax. That would be quite satisfactory.

1t is quite true that a man might have the same income he-
‘had before the war, and did not get big profits under war
" conditions, but, on the other hand, through ‘ghe‘exc;fqgs;’ﬁr(i_{i‘tsi
duty chapter: of the Act, you get' at some incomey which .
are not -the result- of the war but the result of energy.-
I admit you will. get more under the excess profits tax than
you get under the super-tax, unless you make the latter tax:.
very steep. Screwing up the profits tax would operate more-
“fairly with regard to men who’have made big profits than
‘under a super-tax. With regard to the inequalities I had ip:
mind, the existing basis is a percentage on capial. - Capital
very frequently does not bear any relation to profit earned.:
The existing chapter of the Act-also taxes energy in-many:
cases.. The excess profits tax is not always an unfair tax on:
-small businesses, because the man who has made, say,; £50,000
is not alone in profiteering : the man'who has made £3,000 is.
profiteering relatively, quite as much as the man ‘who has
made £50,000. Generally speaking, by the imposition-of ‘the.
excess profits tax, the prices to the consumer are higher than
they would otherwise be, ~because the supplier will-recover:
the excess profits tax in his charges. I think the higher you'
raise tlie excess profits tax, the less you will benefit the con:-
sumer, unless, as I stated before, you impose a 100 per cent.

tax. I understand that the excess profits tax in England"
has been one of the causes of the great increase ‘in-prices..
Ualess you are going to impose a, 100 per cent. tax, the eon-
sumer is going to pay, because the supplier will fix his prices

.80 that they will return to him the excess profits duty: if
you impose the 100 per cent. tax enterprise would be stopped.

The percentage left to the trader after payment 6f thé excess
profits tax is sufficient to compensate him, provided you do
.not take 100 per cent.: anything less gives him an incentive,
to raise prices to cover himself. Do e

166. By the Chairman.] The English- Government is re—
~ducing the rate of excess profits tax now. . It was 80 per cent.
167. By Mr. Macintosh.] I think the report of the Select
Committee in the .House of Commons is correct in'-saying
that tley would have got more out of 4 60 per cent. tax in
the aggregate than outrof an 80 per ‘cent. tax, because under’
the 60 per cent. tax th->e would have been miore income-left.
to" capitalise and devel~» the business.~ -+ - S
168. By Mr. Baxter.] With regard to the question as fo
whether any taxation which prevents peoplé from accumulat-
ing reasonable- profits should be discouraged; I think‘ such-
taxation has a restricting effect on business. "~ ;7 - . -
_169. By the Chairman.] My own opinion as to the con
tinuation ‘of high prices. is that prices are going to drop, -and -
fS.C. 13—~"19.1 T T B,
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that we are not going to get the same amount of excess profits
‘duty. as in the past year. What is genérally forgotten is
this, you fix the standard over the-whole period of time during
-which the éxcess profits duty is in existence. 'When you come
10 the end of that time, if thé same. profits have not been
‘madé for the whole period, you may have to make adjust-
‘ments and refunds: tﬁe longer the tax lasts, the greater is the
Tisk respecting what the amount to be refunded will be. -Sup-
posing .we_get £600,000 from excess profits duty during the
~year, and assuming that the tax ceases,as provided in Chapter
IV -of the Act, we will have to make adjustments, and it is
‘possible we may have to-refund £200,000 of the £600,000
«<collected.. These are hypotfhetical figures, but that is what
might happen. = - s Rk o

= 170. By Sir Willem van Hulsteyn.] Of course it would be
better to have to:refund £200,000 and get the balance of
£400,000, -than to get nothing at all, ’

4

-

" Thursday, 8th May, 1919.

- .. PRESENT ;
. Tug, MINISTER OF RA1LwAYs AND HamBours (Chairman).

S1r W ilzléni\ yah“Hulsféjn. -~ Mr. Baxter.

- Mr.: Close. ..~ - - Mr. J. W. G. Steyn.
- Mr.-Macintosh. - . Mr. Louw.’

~Mr. Garcia. - < ~ -1 - Mr. de Beer.
'Mr./T koﬁlas;_Ba%l'fy‘ Herol&, further e}a;m'ined;

= 171, By the Chairman.] T have no objection to the remarks
-which I ‘made; when being examined by the Committee-on
the” Ist May, with reference to the loss of £7,314 by the
.South. African Industrial Federation Company, Ltd., being
Aincluded in my evidence, as the figures mentioned by me have
already, been published: The tenour of my remarks was
_ihnt there are some of the Company’s operations from a com-
_mercial standpoint which have not been' quite as satisfactory
-as I had hoped. Its accumulated losses at the 30th Novem-
“ber, 1918, covering a period of three years, were £7,314, al-
“‘though certain individual branches show fairly substantial
profits. . . The: un-audited figures as .at 26th March, 1919,
shew an_ estimated  profit for a period of four months of"
-£1,841. This improved result is dde, -it is understood, to
“prices having been slightly increased, although it is claimed
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that customers are stlll able to buy more cheaply from the
Company than elsewhere, and secondly to improved organ-~,
ization. The Company claims that the attitude of the whole-
. sale merchants has aggravated their initial difficulties. " .-~

- 172. By Mr. Macintosh.] When referrmg to profits I mean
estimated proﬁts
- 193. By Sir Willem van Hulsteyn.] That would practlcally'
amount to £5,000 per_year profit, and they would take one
and a half years to wipe out their losses if they contmue to.
improve their control and refuse credit. = -~

174. By Mr. Barter.] The statement I- referred to™is un-
audited,’ but it is certified as approximately correct. Work-
"ing proﬁt is the mett profit,” after deduction of all outlays;
ete. I must explain that credit-sales are included—75 -per
cent. of business transactions are on credit which is limited.
strictly to 30 days: No allowance ‘has been, made- for losses.
All .assets @ the books are. at face value, and no allowance"
has been made for bad debts Ido not cons;der that thIs 152
sound business. !

175. By the Chairman.] In the event of State ald bemg
granted to €o-operative Trading Societies,- I consider: that
there would be very little risk incurrred if my idea is adopted
_that we should have a first-claim on the unpaid portlon of
the subscribed capital, and other safeguards.

- 196. By Sir Willem ran Hulsteyn.] We would make. 1t~a
: condltlon that the Company could mot call up its uncalled’
capital without our consent. We would have a lien on that.:
We eould get a general bond too. The Land Bank would be
- “in the positiod of an ordinary Commercial Bank, - -

177. By the Chairman.] At. present the Bank is° only
advancing money against unlimited secunty The Genel'al
" Bond would not operate in insolvency now.: -

178. By Mr. Close.] The security in such: a case would
not_be as good as the security which we have-in connection
with Agricultural- Co-operative Societies: “The Committee
may be assured that the Land Bank.would .not make ‘any.
advances unless -it was satisfied that the scheme was- a
- sound ,one and the security- good. - )

179. By Sir Willem van Hulstegn’] It should be prov1ded
that the shares of a trading co-operative society should not
be transferable and the principle of ‘One man -one_ vote
would have to be observed.

: 180. By Mr. Barter.]- In making an advance due regard
would be had as to the nature of the security..

\
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SR APPENDIX.

[A]

MEMORANDUM BY THE ASSOCIATION OF CHAMBERS.

- OF COMMERCE OF SOUTH AFRICA, ON .THE

'PROFITS REPORT OF THE COST OF LIVING COM-
MISSION. - - -

. The Executive Committee .of the Association.of Chambers
«of Commerce of South” Afrjca has considered the Proﬁts
Report ** of the Cost of Living Commission [U. G. L ’1')]
dated the 26th November, 1918, and. submlts the follo.vmrr
Report and crxtlclsms thereupon : —

CHAPTER I

On the 13th November 1917, the G0vernment appomted
ithe Cost. of Living Commission’ lio mqulre mto and report
npon the followmg matters:— - -

+ 1. The msuﬂiclency or otherW1se of the stocks, reseJ.lt
and prospective, of essential foodstuffs in ‘the. Umon or
“obtainable from outside the Union’; and, if such-stoeks:
"be found to be insufficient; to make recommendations a§
to the best means’ of supplemenﬁpg them either by
importation, by stimulation of local productmn, by ‘the
restriction of. export, or otherwlse, ‘as may be deemed
most effective.

- 2. The increase in the cost to the Umon consumer of
the necessaries of life, and ‘to make recommendations as.
to the measures which should be adopted” for- reduomg
such cost or preventmg turther increase, Wlth Partlcular
reference to the followmg expedlents. ' -

{a) The legulatlon of prices, .. :

.{b) The expropriation of stocks.,,

.{c).-The abolition, of contral; of gombmes estaﬁhszhed for
the purpose oﬁ de,sstrpymg‘ competltlon or malntam-
ing prices. . _.

{d) The suspension’ of 1mpqrt dutles. .

{¢) The modification of ;‘allway rates,

(f). The_ acceptance by t].le Government qf llahiilf‘y or’

- partial llablllty fqr msur'imce agamst marme Wa.r—

. . risks on 1mportedxcqn;m,od1t1‘es‘. U T I,! W

3. ‘Whether -undue. profits .4re. being made upon Teces-
sary commodities. -
18.C 1319
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The ‘‘ Profits Report,’’” dated the 26th November, 1918,
-recently -issued, deals’ with the investigations of the Com-.
mission into the 3rd -Section of its reference, namely:
‘‘ Whether under profits are being made upon necessary com--

- modities.’* S S :

Your Committee proposes to traverse the Report in detail,
~and to direct attention to the moré important views expressed
“therein.. The .recommendations of the Commission (p. 43)
. arej-— . '

. 1. That a- Meat Trade Investigation Commission be
appointed as soon as possible to investigate the meat
trade and /prepare a scheme for its reorganization on
sounder lines.”. " . . o -0 ]
+ 2. That this. Meat Trade Investigation Commission-
.consider the advisability of fixing 51d. per 1b. (the Im-
perial ‘Government contract price of 51d., less 3d. cold
storage charges) as a maximum wholesale price for beef
throughout the' Union.  , - o .
" 3. That the export of meat for the open overseas mar-
ket be prohibited until such time as it is clear that tha
wants of the Union consumer are being supplied at rea- -
wonable prices.”” The Meat Trade Investigation Com- -
mission fo decide what are reasonable consumers® prices:
under -existing ‘conditions and this- prohibition not to/

applyto Imperial Government contracts.

:'4. That an expert adviser, with knowledge of sugar-
growing'.in "other ‘countries be obtained for the sugar
industry, ‘and, that the: Government agree to no further
scheme of. development, or to the leasing of additional
lands” for -sugar-growing, until such™ expert advice has’
been obtained.’ - - - .- - D

.- B, That the ‘legal disabilities preventing the establish-

ment of co-operative stores on mining ground be removed.

6. That the Reef trade with natives pn the Witwaters-

rand .be reorganized, and a Government central buying-
agency, with subsidiary stores, established. = -

7. That as Commerce and Industries are forms of public -
service, statements of the nature of the tables attached

to'this Report should be published annually by the Direc-

tor 'of ‘Census, and Statisties, and that he may be given

acgcess by legislation to the Income.Tax returns for the

purpose of obtaining the necessary information.

- :8. In.order that goods may pass from the producer or

importer to the-consumer in as direct a line, and with

Y5 few intermediaries as possible, and in order that goods.

shall ‘reach the consumer ‘at reasonable prices, traders

shall be licensed under’ conditions which compel them

under, penalty. to- conduct their business upon defined

prineiples. : ' ; ' :



ON COST OFVLIYI\'G COMMISSION’S REI’O}‘{,TS ! '1[11'

9. That definite encom'agement and financial ass1stance
be given under licence to approved. co-operative enter-
prises, and that a co-operative bank be established to~
finance, control, and regulate these societies. - *

10. That a modified and heavier Excess Profits Tax be-
introduced, with steeper gradmg, such tax. to. absorb- all
profits above some agreed percentage. ": - -

" It will be remembered that-at the time of the’ Congress of
Chambers of Commerce was sitting in Johannesburg in Octo--.
ber, 1917, before the” Commission was statutorily appointed,.

- the present Chairman (Mr. Howard Pim) made a request to
address the assembly, and this was granted on the 23rd Octo-
ber. = On the 25th October, 1917, an interview took place:
between the Executive Committee of the Association and
Messrs. Howard Pim, T. Boydell, and H. R. R. Eaton, when"
. the whole of the questlon of the Commission, its functions,.
and the machinery for its investigationg were fully discussed..
Subsequent to that, on the 2nd November, the following-let--
ter was received from the -Food Adwsory Committee > /—

With reference. to a recent meeting of my Comm1ttee~
with a Committee of your Association, in respect to any
assistance which your members may decide te afford im
the investigation “of the prices -of ‘foodstuffs-and other
necessaries of life, I have the honour. to append the fol~
lowing suggestions for the Tavourable “consideration - of
the Chambers of Commerce afﬁhated to- your Assocla-

- tion : —

1. That—/members of the Chambers allow the Foo&
Advisory Committee, through the Inspector . of Customs,”
1o have access to their books and document,s in order to»_
ascertain the landed cost of various necessanes of hfe, in--

“cluding fooding and footwear. . -

2. That the Chambers of Commerce send the Food_
Advisory “Committee the earliest information as to: any
probable shortages and consequent. probable rises In prices.
-of the following articles:— - =
Wheat flour, maize, mealie meal,- bacon, butter, mlllc

(condensed) cheese, oatmeal, and other oaten foods,'
coffee, tea, jam, rice, candles, paraffin, and soap. °

A replv to the foregoing communication was sent to the
“‘Food Advisory Committee ”” by the Association on the-3Qth
November, 191. This w1ll be found on _page 46 of the Proﬁts
Report.

. In that communication it will be noticed that the Assocm-
tion reiterated its anxiety *“ to do  everything possible to assist:
the ‘ Food Advisory Committee’ in its difficult task, and with
this end in view . , . certain considerations which appear
to the Committee of the Assoc1at10n of Chambers of Commerce

IS.C. 13—'19] - . - .
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to have an important bearing on the subject under discussion *’
" were submitted to the ‘“ Food Advisory Committee ’’ because
-they seemed to warrant a ‘{ request for the most careful atten-
tion.”. Again, at the end of the communication, the following
sentence appears:—' . ,
.. In conclusion, my Committee would like to be allowed
to reiterate its willingness to assist the ‘“ Food Advisory
Committee ”’ "in every way possible; but I am desired to
point out that-in order that the objects” of the ‘‘ Food
Advisory Committee >’ ‘should be attained with the least
possible danger of injustice heing done, it is essential that
_ the precise manner in which their assistance should be
. rei;der'ed should be mutually agreed upon beforehand.
_'To this: letter no-reply, other than a-formal acknowledg-
mment, .has béen received from -either the ~‘ Foed -Advisory
‘Committeé > or the €ost of Living Commission.
-~ The Commission was vested with statutory powers which en-
:abled it to take evidence on oath or otherwise, to compel wit-
‘nesses to appear before it and supply any cognate information
“that might be requésted. - These powers do not appear to have
“been exercised, because. the Commission in its Report (para-
graph 6) states, with -reference to the circular setting forth the
requests. of the Commission; ‘‘'in every-case the information
xequired was supplied, and .the. Commission has not in any in-
stance had to make -use of its statutory ‘powers.” Notwith-
standing this declaration; and the offers made by this Associa-
‘tion to render evefy possible help, the Commission states in
paragraph 153: “‘The Commission therefore has spared no _
ains to make its desires known to the commercial community -
throughout.the Union, ‘and regret to state that their efforts to
obtain the ec-operation of Chambers of Commerce or individual
merchants in the manner indicated have been fruitless, for, so
far, they have not been approached by anyone, nor are they
aware of any step having been taken by the commercial com-
Inunity te assist.consumers faced by steadily rising prices.”’
- This statement of the Commission is inaccurate and unfair -
o the commercidl community. It does not reflect the assist-
~ance actually rendered by.it, apart from the efforts to help
‘ade by this Association:” ‘As & fact, Chambers ‘of Commerce -
throughout the coutnitry have rendered -valuable assistance by
Fecommending their'members to supply inforniation ‘the Com-
mission has asked for, and this has been done willingly, as the
Commission itself'indicates in' paragraph 6. ' Furthermore,
-some -of the prihcipal’ Chambers of Comierce, as ‘well as this
Association, have been approached direct on a‘ number of
"oceasions by the Comimission for advice and assistance, and
these have been given spontaneously and expeditiously. ' The
refleation of the Commission is therefore unwarranted.- -~ *
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'CHAPTER II. e
. TRADE CONDITIONS IN SOUTH AFRICA..

The Commission can scarcely be congratulated upon the en-
-deavqur contained .in Chapter II. to describe the trade condi-
‘tions of South Africa. The position set out in this chapter,
-and referred to in various parts of the report, to the effect that, .
wholesale houses have such an enormous hold upon the-trade
-of South Africa that—to use the Commission’s own words—.
‘‘ the result is that there are many obstacles in the way of open -
competition "’—is so totally contrary to the condition of affairs
-existing in South ‘Africa to-day as to be grossly misleading.’
1f the object of the Commission had been to describe the condi-
tion of affairs that existed approximately fifty years ago. its -
‘description would, at any rate, have borne some relation to.
fact. As-is generally known, about 50 or 75 years ago, ‘the
commerce of South Africa was in its initial stages. “The white>
population was a very small one, chiefly ~contained - in - the
fringe of country relatively near the coast-line, with few and.
small isolated settlements up-country. The whole business of -
the country at that time was done exclusively by coast firms, -
and one of the earlier methods was by means of supported”
accounts. The wholesale merchants in those days provided the -
~capital necessary for the development of the country.. They
‘then supported men without eapital, who in turn-supported the *
farmers; and thus the beginnings of something in the way of
commercial and agricultural developments were made.. As was
natural, the system of supported accounts, suited as it was to -
‘the needs and conditions of. those times, existed for .many
years; and.it is no exaggeration to say that a very material -
proportion of the present commercial community in- South
Africa had its origin in supported accounts.. Gradually, how-
-ever, conditions changed. Profits weré made by the firms:.
‘receiving support, and the result was that. capital was created, .
with the consequence that there was a -distribution of trade’
amongst a larger number of the population. Contingent upon -
this, competition became keener both in the wholesale, and -
retail trades. -As the country developed the old system was .
superseded by more .up-to-date methods, which .were better
adapted to the changed conditions. It may be stated fairly
that at about the end of the' Anglo-Boer War 'the, era of sup: .
ported accounts was well-nigh finished, The continually grow; -
ing number of wholesale houses became less and less Anxioys .
to encourage supported accounts, and more anxious to Increase -
the proportion of their business done in the open markét on a -
competitive basis with people who. were free to buy from whal--
ever source they pleased.  As years went on this fendency -
-steadily grew and increased, and to-day the number pf’sup- -
‘ported accounts on any ordinary wholesale merchant’s books:.

{8.C. 1—191 -



”

vi APPENDIX TO THE REPORT OF THE SELECT COMMITTEE
N ] -

is in the great majority of cases limited to a few, and these are
relics of old times: so much so that in many instances the
-wholesale merchants would willingly be without them.
! The Committee has made the most careful enquiries in re--
gard to this important aspect of the Commission’s Report.’ It
“has. enquired from all the principal sources from which such
information can be pbtained, and it has found that for years
,gast the policy of the wholesale merchants in South Africa has
een to cultivate the open trade and to eliminate, as being un--
profitable and unsuited to modern conditions, the whole system
.of supported accounts. The consequence is that whereas in-
the past the ‘merchant found, himself with tens or perhaps
hundreds of supported or semi-supported accounts, he now finds
himself ‘with hundreds or thousands, as the case may be, of
unsupported ‘accounts; and he does an even larger business
than ever he has done before- by means of this increased
‘number of small accounts on a strictly competitive basis. This:
is' the.position to-day, and inasmuch as the Commission has
failed entirely to appreciate this and realize its bearing upon
the-commerce of South: Africa, so the basis of many of its
deductions in: regard ‘to. the wholesale trade completely falls
away. For instance, in Clause 108 the Commission states:

- . That wholesalé merchants during the war have certainly
- “increased their. control over retail trade, and that this is
1ot in the interests of-the country. If retailers can look
to becoming independent the calling will atiract capable
people, but if (as 1s widely the case in South Africa) retail
trade holds out nothing but:the prospect of life-long de--
pendence upon some supporting house, unless a gambling
venture should remove the incubus of debt, the Union of
South-Africa will obtain an unsatisfactory class of retail
trader and the community will suffer, The whole position
can be summarized by saying that a point has -been
reached where the interests "of the wholesale merchants
“have commenced to diverge from those of the general com-
- munity, whieh is-inadequately protected by competition,
and .that some forni of Government control has therefore
. become necessary: ‘-’ - ¢ - ’ . h
~ An -assertion’ so wide and sweeping as the one mentioned,
giving a definite opinion in regar}(i to an important aspect of
the>Commission’s enquiry, - could ‘only have been properly
arrived at by taking evidence of the most complete and ex-
haustive kind from people principally concerned, viz., retail
storekeepers in the smaller towns and villages of the coun-
try, who represented in the ' former’ days the supported
accounts previously mentioned. Not only is there not the
slightest ‘evidence of anything.of the kind having been done,
but ip Clause 71 the Commission -actually states in the most.
explicit manner that no evidence whatever has been taken in



OX COST OF. LIVING COMMISSION’S REPORTS. © vk
the country areas, and that their investigations have been
‘strictly limited to the large towns they mention. Thus' the
assertion that “a point has been reached where the interests
-of the wholesale merchants have commenced to diverge from
those of the general community **is merely ‘a piece of super-
ficial generalization, wholly unsupported by evidence or ar-
gument of any kind whatever; and, further, it is dxrgctly-‘

- contrary to the facts of -the case. It is common knowledge
“to everyone except the Commissioners that the retail trade of
“South Africa is more independent to-day than it-evér ‘wai;
‘and the prosperity that has resulted ‘to the commercial com-
munity-as well as other sections of the community, during
the war period, has done much to obliterate the few vestiges
that remained of financial dependence upon wholesale firms:

‘It is stated that control by wholesale merchants of the:re-
tail trade places obstacles in the way of open competition, and
in direct contradiction of this the Commission contends that
in the grocery business, which supplies most of the necessaries
-of life, there is tvo much competition. = It states in para-
.graph 120 that there are fir too” many competitors, the.
majority of whom make a ‘bare living. 1If,” therefore, whole-
sale merchants controlled to the extent indicated the ‘retail

" trade of this country, the competition  between the retail
grocers could not exist. = It is manifestly impossible to recon-
cile these two statements, and there can-be no-doubt at all.
as to which of the two is the correct one. In-its haste to-
apply a series of new and untried theories, the Commission
has completely overlooked the mnecessity for -proving -the-
failure of the -principles that have existed for centuries, and.
that have been world-wide in -their application. - It has not.
established any of its claims in support of the condemnation
of the competitive system which, acting as it does in South

- Africa in a free market, has been proved by long usage to-
be the-best suited to trading conditions. This competition -
is the consumer’s best and most effective protection. .. It auto~.
mzﬁli_cally regulates itself according to the demands.of the-
publie. : < o s T
~ In regard to paragraph 12 on-the cost of replacement; this
acts both ways, because on a risihg market prices- are gra—
dually advanced. On a—falling market reductions as: a:
general rule are brought about almost immediately .and auto- -
matically to the lowest point of replacement value as a result-
of the keen competition that exists, The extent of the fluc--
_tuations in the upward direction is subject to. what is known
as the economic limit. This obviously rests with. the -con--
sumer, ‘and when a certain point is reached it frequently ‘hé}i-/ :
pens that the consumer decides either to use a ‘substitute or-
In.some-cases even do. without the article altogether. - This-
economic limit is always an important element of risk to the-
merchant, and under war conditions -it can be. readily under-

[S.C. 1219 ' :
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.:stood that that risk was vastly increas?d, because it i3 obvious -
~‘that the choice always rests with the consumer, whereas the
. risk- i3 wholly the merchant’s. This matter of replacement
values is apt to be over emphasized by the Commission. In
. consequence, the public who are not able to follow the evi-
-dence upon which the conclusions are based.are misled, with
_the result that the ordinary citizen has received the impres- .
‘sion_that.the principle-of replacement values has led to lr;'rge :
profits. This conclusion is not borne out by the Commission’s
own tables.  The Commission shows (in Table “ P’} that the
“average gross profits of merchants increased from 20 per cent. .
:to 23 per tent. as between the years 1914 and 19I7. If the
merchants had fixed: their prices upon the principle of re-
- placement values the extra profit Svould obviously"ﬁave' been

- very, much  higher, but the statistics furnished by the Com-
-mision show that this was not done. '

wue o wo4.. - -/ .CHAPTER.III. ‘ :
"FINANCIAL STATEMENTS RETURNED BY TRADERS.
~” Before proceeding. to’ deal in detail with the deductions
from ‘the financial statements as.set out by the Commission,
-it should be-clearly pointed out that a serious-initial error
has ‘been committed, in that ‘the year 1913-14 was taken by
~the. Commission as a basis for its comparison, and this was
~compared with -the year 1917. = In the first place the year
:1913-14. was’ the most 'unfortunate period which.could have
- been-selected. . It covered one of the most serious.years of
"bad trade in Scuth Africa, hnd in that period the first of the
:large industrial strikes that has ever occurfed jn South Africa
-took Pplace: . There wére. the industrial disturbances on the
‘Rand in July, 1913; the effects of which permeated the whole -
«country - and  affected trade® and commerce very seriously.
"These were followed by the Railway Strike in January, 1914,
“the effects of which.were much more widespread and even with
" more serious results to the country at large. The General .
:Manager-of Railways draws attention to the results of these
‘strikes”inihis ‘report. In .the year 1913. he mentions the
“¢ fact tha't the eountry.experiericedn period .of severe drought
-arid-idduastrial: upheaval;-and this accounts for the dimjinished
“passenger. expansion J:(p,. 13)i ot P TRV S
- In-August, 1913, thére was a.sharp fall in the railway earn-
“ings.. In-his.Annual Repork for-1914 the General Manager
-writes :as. follows:sa— fovyiiny iy : poe e
e The nnpreécedented features of the year 1914 will stand
-'out’in the history of South: Africa. ‘ In January.a Rail-
.. way’ Strike ‘was deelared at Pretoria by the Amalgamated
“Society ‘of Railway 'and Harbour Servanis, and aigeneral .
*striké om‘thé Rand’ wis- declared: six days later:" Ir my
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Report for 1913 I dealt fully with these strikes. .-'i‘hei
country- had no . sooner commenced to recover from the
“setback occasioned than war was declared in Europé; fol-
lowed later by Rebellion in South Africa. = There was-
every indicatiqn that but for these occurrences the esti-
"mates of revenue and expenditiure “would have been
realized. T AR
- Acute dislocation in business was experienced -during
the months of . September, ' October, .November . and
- December, 1914.. -Imports, exports and  manufactures
. were curtailed, and in many instances” entirely ceased. .
For a period of some six weeks after the declaration’ of
hostilities, commerecial . operations; were  paralyzed. “on:
account of tlie restrictions and difficulties brought about
by the war, and the effect,upon the Railway and Har-
bour revenues was ‘such as fo occasion anxiety. . The:
August returns were considerably in excess “of the aver-.
- age mopthly revenue for’ the previous months of the-
~year. This was due to, thé fact that consignments-from
oversea, for which orders had. been pladed,” continued to
arrive after the outbreak of hostilities, and immediately-
- thereafter abnormal demands werd made by the-inland.
.-merchants for foodstuffs, paraffin oil, etc., no doubt due
. to the anticipation that, as a resdlt of war, greatly in-
.. creased, ‘prices-would prevail.. During the remaining
months of .the calendar year, however, the full efféct of .
the .war was felt, the drop in revenue averaging mnearly

£170,000 per month. .7 = RN
The effect of the general reduction and’cancellation of
indents will be appreciated when it-is stated that during
September, October and November, 1914, as compared-
with the same months of the previous year, the, commer-
- cial sea-borne traffic'to the competitive area fell by 39
per cent., and thaf the shortfall repr,eéents, in ;ijailway.
. Tevenue a sum of approximately £900,000.~ . -~ - °
"~ He adds that the cntire suspension of the' Diamond and
Ostrich Teather Indystries had an immediate effect ‘on -the
railway. earnings, and that a severe drought prevailed early
in the year.” This wa§ particularly felt in the Orange Free
State, where the farmers 'suffered heavily in stock. . The
maize and other cereal crops also suffered. . South African
wools depreciated in:price and quality during the :‘year.j - This
was due to two causes. First, the drought had a bad effect’
on the wool. - Secondly, the great demand for khaki material
in Great Britain resulted in the market being more favour=
able for long cross-bred - wools, a product which is not exten-
sively cultivated in South Africa. In addition the. 6rdinai'y"
demand for South African wools decreased on account.of the
. war, so that South- African -wool suffered priﬁcipélly.'-in con-
8.6, 13219, - - S ST T e



X/ .. APPENDIX TO THE KEPORT OF THE SELECT COMMITTEE
-sequence of the drought; and secondly, because the demand
in Great Britain favoured countries other than South Africa.
‘The tonnage of goods traflic forwarded from,Kazerne (Jo-
‘hannesburg)-fell from 198,362 in 1912 to 180,375 in 1914,
During the 12 months of 1912 the average was 16,530 tons per
.]1315023](1;;' for the 18 months ended December, 1914, it was
»2460:. T Co- ‘ . . - ) )
- "It is an actual and indisputable fact that the years 1913 and
‘1914 were unsatisfactory to most of the merchants in the
‘Union. The, whole country was disturbed by the eftect of the
strikes at-Johannesburg.and .elsewhere, amf the results were
-reflected in all businesses. - This was recognized by the Gov- -
-erninent in its legislation relating to the Tax on Excess Pro-.
fits, and provision was made therein for an alternative period .
~covering three pre-war years instead of 1914, which was or-
-iginally intended. : As a further illustration of the deplorable
condition of commerce, it might be' mentioned that insolven-
«¢ies.in the Union (including voluntary surrenders, compulsory
:sequestrations, -assignments and compositions), which in 1910,
“numbered 799, rose in 1914 to 1,502. - . - )
- As“a fair illustration of the unsatisfactory character of the
“yedr 1914-as far as the merchants’ profits were concerned, the
figures given on page 69 (Table R) of 22 representative firms
contain 7, which ‘together had a total turrover of £2,030,739. -
This list ‘containing, ‘as it does, some of the larger firms in
‘the Union, is the most-convincing evidence that can be used
“to-show that 1914, from a business point of view, was a bad
-year. Detailed figures of these 7 firms are as follows: —

~ Nett Profits

S et Treoa T Turnover. ' Nett Profite, per cent. -
AL g heo. £138,909 0 £2,647 1.9
G oo a0 o7 365385 0 2,323 - .64
M5 e . 234868 © 3,687 . L5
N oS = 0w e 169,795 4,674 2.7
Pl .. -434210- .+ 1,095 25
R .. - 296413 .. 10,319 3.5
U S e e . 391,159 9,506 24
. Totals -... £2,030,739 1 .£34,251 L7

R N ' . ‘ _
" The Commission alsa shows in Table I (p. 65) that the Dur-
“bar wholesale grocers in the year 1914 made a nett profit of
£1,903 oni a turnover of £962,458, which was equal to .2 per
«cent. - - o _ o ] -

.. After having exhaustively examined the above figures, the
Commission still decided to base all its calculatiqns. a1_1d con-
clusions upon the year 1914, thereby showing that it ignored
the only obvious result of its investigations, namely, that the
year selected was the worst that could have been chosen.
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The Commission has, therefore, stlected the most unfortu-
nate year for trade and commerce in South Africa, and com- -
pared it with one of the highest in point of prosperity for all’
classes of the community. In 1913 and 1914, as a resultfof
the untoward circumstances related, there was 'dimi:nished'
spending power on the part of the public. .All classes of.
public income fell as ‘a result, and with it the- commercial

-«community suffered probably more than any’ section. . Their.
turnover rapidly diminished, their profits fell, but their stand-
ing and overhead charges remained. When, therefore, -the
Commission assumes that the profits accruing in" these years
were normal, and fair and reasonable, then- it falls into a
grievous error, and the subsequent results of its imvestiga-
“tions are therefore unreliable and misleading. -
It would appear to be a matter of regret. that the’ Commis-
:sion gives so little attention to the question as-to the suit--
ability of the year 1913-14 as a basis. It is clear that the.
‘Commission adopted jt merely because it happened to-be the-
_year preceding the. war, without any further regard as. to’
whether or not it was an average year. = Thé. figures already
giveh show clearly that it was not an a#érage year, and there~
ore it was not a sound basis for comparison,.. =~ - -

‘ CHAPTER IV. ) A L
FINANCIAL STATEMENTS AND UNDUE.PROFITS. .
In Clause 106 the Commission places on record-its reply to
the enquiry whether undue profits have .been made upon-
necessary commodities, -and it states under sub-section (1):
“* That undue profits have beén made by wholesale merchants
-in foodstuffs. boots.and shoes, soft goods, and hardware, and.
that these profits will tend to increase still ‘further both in-
percentage and amount as prices continue to rise.”” - It-will
be useful to examine some of the grounds upon which this
assertion is made, and for that purpose it will be necessary
to review the details of the financial statements which the
‘Commission obtained. On page 8 of the Report the mannér
in which these financial statements have been. treated -is de-.
- :seribed. - o o SIS
- To commence with, the item of interest, which is one of the
most important in the accounts of any wholesale firm in South
Africa- has been wholly eliminated.” It may be mentioned
that the almost universal practice of wholesale firms in this
" country is that they have a certain ‘amount of money as capi~
tal, and the additional finances they may require to deal with
the fluctuations of trade are provided. either by debenture
issues or still more frequently in the case of private firms by
means of advances. These are oftenr of an“extensive character
-cf 3 more or less temporary or permanent nature from banks
[S.C 13-19.] ‘ : S SRR
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or bther similar financial institutions. Wih these facts i
mind it will be apparent at once that during the time such
as the period dealt with by the Commission, of upheavals of
-trade of every sort and kind, of rapid expansion, and in some
- tasés of sudden contraction, this feature of financing the trade
" 6f the country has been -an all-important one. As a conse-
- quence, in the books of most firmis who do an active trade the
item of interest in one form or another has been a constantly
inéreasing amount. To ignore this interest is to abandon the
hasis of wholesale -business as it is conducted to-day in South
Africa, and to adopt a wholly false basis—a basis that does not
exist, and does not, therefore, constitute a sound one upon
~which to -work. It is esséntial that the position shoyld be
dealt with ‘as it exists, and not as it ought to be in the eyes.
‘of the Commjssion. The method adopted by the Commission
m eliminating interest has been to deduct the interest from
the expenSes side of the accounts and add it to the profits,
- with’ the result that the ‘expenses are naturally ‘so much the
" less and the profits so much the more than are actually the
case.. A more grossly misleading method could scarcely have:
-Leen adopted, and as an actual fact, the consequence of this
protess’ is_that firms who made a loss in the year 1914 are
- shown ‘as making a very fair profit, which they would have-
Leen only too pleased to have realized. There could not be a
"Vetfer illustration of the pervading unsoundness of the basis
¢ which the Cemmission has seen fit to adopt. To classify the
" payments made by merchants on account of interest as pro-
-fits,” when they are in reality expenses, is a méthod of finance-
~which’ could ‘cnly-be adopted. by those wholly unacquainted
"with the ordinary mgthods of finance and business. .The Te-
- sulting basis is so unsound that no allowance in the direction
of Tectification could pretend to be accurate; and this must be-
- borne in mind - when dealing with the conclusions arrived at
by ‘the Commiission. It may be argued that as the method
" adopted for 1914 is’ continued through the succeeding years.
*"to 1917 no hardship'is created, but if the position is carefully
- examined ¥ is at once clear that such an argument would
"be bised upcn a fallacy. If the ratio of the interest to the-
“sales made remained the same throughout these years this -
“ergument might be admitted, but the variations'are consider-_
" able;.and in many cases one. of the heaviest increases in the
expenses .accounts of .the trader has been for interest.. Not
only has there been an actual increase in the amount, but
- there has also been an incréasé in the ratio of the interest
_paid to the amount of business done (and of a most consider-
“able character); and this has been largely due, and is easily
-“explained, by the heavy increase in the cost of goods of every
- kind ‘that has taken place in the period under review. Each
. year, therefore, required extra capitalization on the part of the
~-merchant. It is clear, therefore, that the method adopted
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by the Commission which eliminated entirely the question of
mterest on the assumption that a comparable basis is  thereby
created is entirely false, and the figures of the tables must
therefore be rectified before any deductions can be drawn. The
result upon the figures for 1914 is to make the profits appear
much larger than they really were, and the expenses much
smaller. The effect is the same during all the succeeding
years, with the difference that the increase in the profits be-
comes greater, as the proportion of the interest paid increases.
_in relation to the sales. - . : N T
As an illustration of this the following actual figures can--
not fail to be instructive. The interest charges paid by a.
certain firm in 1915 amounted to a fraction over 2 per cent..
on the sales made. The interest charges paid by the same
firm in the year 1917 amounted to no less that 3.8 per cent.
on the sales for that year. Therefore, in arriving’at the-
actual statement of profit for the year 1914, 2 per cent. would
~ have to be deducted from the profits as given by the Com--
mission, and 3.8 would have to be deducted from the figures.
given for 1917, thus losing 1.8 per cent. in the difference-
between the two years, and disclosing a very substantial +nd
real discrepancy 1n the figures that form the very foundation.
of the Commission’s arguments. It may be objected that the
-instance given is not an average ome, and that therefore it
cannot be regarded as a basis for the argument adduced there-
from. It may be mentioned at once that variations of a. .
somewhat wide character are quite likely to occur in the
amount of interest paid by merchants, depending, of course,
upon the proportion of capital of their business to the actual -
amount of money employed therein., There need be, how-
ever, no hesitation in assuming that during the period men-
tioned the monetary requirements of merchants were enorm-
ously increased by the enhanced value of the goods, and it
* is fair to assume that the instance given is-a distinctly cou-
servative one. As further evidence of this fact, it should be
pointed out that the advances made by the Banks in South
Africa for the year 1914 were £41,654,007, and this amount
rose to the remarkable figure of £48,122,049 in 1917—D
fir the highest point that this total has ever reached :mc%
showing more conclusively than any other figures possibly -
could the added amount of interest that had be paid by the
commercial communitr.

CHAPTER V.

It is worthy of note that the Commission has adopted a
different method of dealing with the retail trade from that
used in respect of the wholesale trade. - In referring to the:
retail trade, it excluded all such departments as show-

[S.C. 13—19.] S



xiv APPENDIX TO THE REPOR'J:‘ OF THE SELECT COMMITTEE

room, millinery, fancy goods, etc. They are excluded on
tha grounds that they are considered as leuries. It would

admittedly have been difficult to exclude these departments
in dealing with the wholesale trade, although it is perfectly
well known that the terms ‘‘soft goods’’ embraces many

-departments, some of which consist almost wholly of luxuries,

.and others very largely of them. Therefore, it must be

remembered that when comparing the results of the retailer

with the wholesaler, and also the results of one year with
another in the figures of profit made by the wholesale trade,
all articles of fuxury have been included. ‘

. In further correction of the totals, it is necessary to point
-out the singular blunders that have been made on pages 68
and 69. A summary is given of the various trades, and at
the end of'each small summary an “arithmetical mean’’ -
is shown. The description of this term is hardly fortunate.

"The word “arithmetical”” 1is always associated with
accuracy in regard to figures. TUnfortunately, in this in-
:stance, the ‘‘means’’ given are inaccurate. If the turn-
-over in each case were. of the same amount, it is clear that
‘the average of the percentage would be accurate; but as the
totals vary widely, the average of the percentage is merely
‘misleading. For instance, in Table ‘“0,”” on page 68, the
average of the profits of bakers, butchers, and retail grocers
for 1914 is given as 20.9 per cent. It should be 19.9 per
<cent., ete., ete.

An important point to be borne in mind is the list of whole-
salers and retailers from whom financial statements were
«obtained, as shown in Appendix “D” (p. 7). The list
includes, almost without exception, the most successful busi-
ness people. In the letter addressed by the Commissioner
~of Customs to the Chief Inspector of Customs, as contained
in Appendix ‘““C”’ (p. 56), it is stated that the *‘ Cost of
Living Commission require the following information at
Johannesburg, Pretoria, Bloemfontein, Kimberley, and East

London:— -

1. The firms to be investigated should include leading
firms of general merchants, wholesale grocers and
chemists, and dealers in cloth, clothing and boots, and
ironmongery.’’

On the admission of the Cost of Living Commission itself
it is therefore obvious that the most prosperous firms were
taken as a basis in order to show the great increase in the
cost of living on the part of the Commission. There were
_thousands of other firms, both doing business of a lesser
. volume and very small businesses indeed, which practically
. show little or no profit. These have been entirely ignored
by the Commission, and therefore the figures it has given
cannot be regarded excepting as an illustration, with the
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-qualifications already indicated in this report, of the pros-
perity of the best firms in South Africa. :

In order to arrive .at ‘conclusions of any value the figures
of the trade of all firms must be included, and not those
only of a selected few. If the returns of all other-businesses
had been included in the tables the results ‘would have been
widely different. To arrive at figures of any value the returns -
of all businesses must be taken, and not only a few of the
most successful ones, o ]

- The futility of the methods adopted by the Commission in
this respect is amply demonstrated by a report of the Federal
.Trade Commission of the United States Government, pub-
lished in 1916. In that report it is stated that
there were 250,000 Dbusiness firms in that country.
Over 100,000 of these. “have mno nett inicome
whatever; 90,000 of them made less than £1,000 per annum.
There were only 60,000, one-fourth of the total, that made
more than £1,000 per annum. The results of an investiga-
tion of the profits of some of the 60,000 firms above referred
to, especially if those selected included only a few of the
very successful ones, would never be claimed to be repre-
sentative of the whole 250,000. Yet this is precisely what
the Cost of Living Commission has done. It has selected a
limited number of firms, including the largest and most suc-
-cessful in each centre, and it has arrived at certain conclu-
sions from an examination of their profits.

There are, therefore, three points to bear in mind in' con-
sidering the figures the Commission has arrived at,
namely : — .

(@) Their inaccuracy in regard to the item of interest,
details of which have already been given.

(b) Their inaccuracy on the grounds that the year 1914
should not be regarded as an adequate year. '

(¢) Their inaccuracy in so far as they include, in regard
to the wholesale trade, luxuries of every sort.-

In order to correct the inaccuracy in the matter of interest,
1t would be necessary to deduct at least 2 per cent. from
‘the figures of profit for the year 1914. On the other hand, it

may be argued that the allowance that would have to be made
in order to make 1914 an approximate average year would be
about the same amount, and therefore the basis of 1914 may
be left as it is. In the case of the 1917 figures of profit,
however, whilst it may be admitted that the amount to be
-deducted therefrom in respect of interest is very difficult to
arrive at, it is clear, beyond all question, that a substantial
reduction should be made, and that that reduction would be
conservatively estimated at 3 per cent., having regard to the
-enormous expansion which took place between the two years
in question, and the fact that the money required for- that
[S.C. 13—19.] : ' : i
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expansion would be of fecessity new money on which interest
would have to be paid, with the exception, of course, of the
profits actually made during the period. '

Further, there is the question of what allowance is to be
made in respect of luxuries. It may be argued that what-
ever luxuries are included in 1917 are also included in the
figures for 1914, which is undoubtedly true.  Inasmuch,
however, as the Commission is admittedly not concerned with
“luxuries, it should not have included that item in the figures.
Some allowance should surely be made for the increased
profit on luxuries which it is perfectly well known has been
‘made during the period under review. It is again a very
lifficult matter to ascertain the exact allowance that ought to
be made, although it is clear an allowance of some sort must
“be calculated. It-would not seem unreasonable, therefore, to
fix an amount of 1 per cent. as being a fair allowance in this
regard. ' .

The Commission states that undue profits have been made by

‘ :Nholesale merchants in foodstuffs, in boots and shoes, in soft
goods and hardware. Let us examine what these undue profits
are: . :

The wholesale profit on groceries, after interest had been
added to the profit, was 1.6 per cent. in 1914. In 1917 it had
‘risen to 4 per cent. If interest at the rate of 2 per cent., which
should have been deducted in respect of the interest that has
been added, is allowed for, then this leaves a profit of 2 per
cent. as compared with 1.6 per cent. for 1914. The increase
in the interest already alluded to has not been deducted in this
instance, because the turnover does not show an increase that
would warrant such a deduction being made. South Africa
can, therefore, have the satisfaction at any rate of knowing
that the profit made by the wholesale merchants on groceries .
for the year 1917 was an amount of 2 per cent., and not 4 per
cent. as stated by the Commission. Whether that can be re-
garded as an ‘‘ undue profit >’ requires no comment. Such an
assertion is so absurd that it carries its own condemnation.

The profit on boots and shoes was 8.2 per cent. in 1914. Tt
‘rose to 14 per cent. in 1917. It is not proposed to deduct any- .

_ thing from this item on the ground of luxuries, but the deduc-
tion in respect of interest decidedly holds good, particularly
~ in view of the fact that the turnover showed a substantial in-
. crease. -It is reasonable, at any rate, to deduct in this regard
the sum of 2} per cent., which brings the nett profit made by
the wholesalers on boots and shoes, after three years of war, to
111 per cent., as against 8.2 per cent. in 1914. ,
. In regard to soft goods, the profit made in 1914 was 6.4 per
cent. . That given by the Commission for 1917 is 14.2 per cent.
_ In this instance, in view of the énormous increase in the value
of the turnover, it isa perfectly fair thing to deduct in respect
of interest the sum of 3 per cent. Further, on the grounds that
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luxuries are included in this section, at least 1 per cent. should
be allowed for that, making a total deduction of 4 per cent.,
bringing it down to 10.2 per cent., against 6.4 for 1914. '

Hardware showed a profit in 1914 of 6.4 per cent. In 1917,"
according o the Commission it was 13.5 per cent. From the’
latter figure interest has to be deducted, which in view of the
relatively small increase need not be reckoned at more than 2
per cent. The luxury element need not be considered here.
The total, therefore, should be 11.5 per cent.

" These are the profits which, in accordance with the Commis-
sion’s own figures, have actually been made by the merchants
selected, due regard being given to the qualifying conditions
which have already been illustrated. To argue that these pro-
fits are excessive is impossible. That profits should go up dur-
ing a period of war in a country like this,.which is largely
supplied from outside, is inevitable. The wholesale merchant,
in his own defence, was compelled to put up prices in order.to' _
maintain an even distribution of his goods. Had he endea-:-
voured to keep his prices down, and at the same time refused .
to make the sales that would have been inevitably demanded of-
‘him, then he would have, been at once accused of holding up
stocks, and rightly so too. If he had kept his prices down to a-
‘low level, without restriction of sales, the result would  then
have been that in a few weeks or a few months, as the case may
‘be, he would have sold his stocks to others, and they in turn.
‘would have been selling the goods at a further enhanced profit.
Therefore, it is impracticable, in view of the utter impossi-
‘bility of attempting to control prices of a huge variety of goods
that are not standardized in any way, for any other course to°
be taken ; and no one can say, looking at the profits as disclosed -
‘in the Report and in these comments thereon, that . South

Africa has been badly served by the mercantile community.
o

CHAPTER VI.

It would have been of interest had the Commission endea-.
voured to state the reasons for the increases in prices that have -
‘taken place throughout the country. It may serve a useful
purpose if this Committee adds a remark or two thereon. The
main and principal reason for the increases in the prices of
imported goods that have been charged during the war has been
‘the enormous rise that has taken place in the prime cost at
factory, in freights, in duties, and in general landing charges.
"These have been the principal and outstanding causes for the
increases that have been made. A secondary and minor cause
‘has been the resulting increase in profit made by the commer-’
cial community; and it is clear from the figures given in this
Report that the second cause bears no comparison whatever

[S.C. 13—19.] o
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with the first, although it may be stated to have been directly
dependent upon it. The element of speculation in holding up
goods, which is said to be one of the causes for the increased
prices, may be dismissed as a negligible quantity. The few
successful attempts that have been made in this direction have-
been more than counter-balanced by the unsuccessful ones, the
result of which, in cotton piece goods particularly, the public:
are reaping the benefit of to-day.

In regard to Colonial manufactures, the increase in the price
is due, first to a substantial increase in the price of all raw
material ; secondly, to the capital charges inseparable from the
necessity for installing new machinery, etc., to meet increased
requirements; and, thirdly, to an increase in labour charges
"of one kind and another.

Had the Commission investigated this question of the causes
of the increases that have taken place, which is much more
relevant to the issue, instead of chasing after will-o’-the-wisps,
over ground so uncertain that it wandered far from the terms
of their reference, it would inevitably have arrived at the fore-
going conclusion. That such a state of affairs was in a sense
undesirable is only saying that a state of war is undesirable—
a point on which even the Commission might be agreed. The
remedy for that position of affairs was not the quack nostrums
that the Commission appeared to be so anxious to experiment
with, but a very simple one indeed. It was merely the cessa-
tion of the war and the consequent elimination of war condi-
tions. To the relief of the whole world, that has happened in
the interval between the writing and the publication of the
Commission’s Report; and the commeérce of South Africa is:
rapidly returning to the position in which the ordinary condi-
tions of trade, which were to some extent temporarily
suspended in time of war, have once more resumed their usual
influence. '

. In Clause Twenty-three, the Commission states that it is un-

able to see the relevancy of the argument that after previous

wars prices in South Africa have always fallen, its reasons be- .
ing that the previous wars alluded to occurred in South Africa,

and the supplies from countries oversea were practically un-_
affected. The Commission admits that there were ample

reasons after previous wars for the fall in South African prices,

but in Clause Twenty-four it states definitely that none of these

conditions will apply after this world-wide war, by which,

economically, South Africa has benefitted; while in Clause

Twenty-five it accepts the position that the country will be

faced with a temporary stagnation of trade, and that some of’
those who have been engaged in inter-trading will be compelled
to realize their stocks, and therefore that prices will generally:
be temporarily affected.” These statements are difficult to re--
concile, as they are diametrically opposed to each other.
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In regard to the competition referred to in -Clause One
hundred and eight, it has been entirely overlooked by the Com--
mission that wholesale merchants in South Africa have not
only to compete with one another, but they also have to com-:
pete with manufacturers and wholesale merchants oversea, Whpr
sell direct to retailers in South Africa, through their local.

_agents in this country. These local agents carry no stocks.
This is another illustration of the inadequacy of the enquiries:
of the Commission, because the retailer has the opportunity of”
‘buying his supplies direct through the medium of the agents
of oversea firms. : ' oot

In Clause Twenty-four it is stated definitely that shipping
will be limited, and the demands upon it for years to come will
be enormous. Inferentially, therefore, the rates of freight will’
remain at the war standard. The Commission has entirely
failed to gauge the position in this respect, because freights:
from the United Kingdom to South Africa fell on the 1st De--
cember by 25 per cent., and on the 1st February by a further-
10s. per ton. Prices of many commodities imported from over-
sea have alreadv fallen to a considerable degree, particularly
building materials and hardware, with the result that mer--
chants who purchased their stocks at “high prices, ordered.
twelve months before, have now to compete with other stocks:
coming into this country purchased at the depreciated values, -
with the added reduction of the fall that has taken place in the-
cost of transportation. - ‘ .

CHAPTER VII.

In regard to Chapter V. of the Commissioner’s Report;:
dealing with the contents of financial statements, the Com-
mittee takes exception to the manner in which the Commis-!
sion has presented the analysis of these statements; and it is
therefore proposed to deal with the different remarks.
seriatim. :

In regard to the remarks in Clause Thirty-eight relating to.
the transactions of bakers, nothing need be said, as the Com-
mission is not only satisfied that no undue profits have been
made, but that some smaller firms engaged in fhis trade have
actually had a struggle to exist—a position of affairs that
appears to meet with the Commission’s complete approval. .

In regard to butchers, the remarks of the Commission are
so conflicting and so contradictory, that it is difficult to deter-
mine what its opinions are. The Commissioners make it per--
fectly clear in the beginning that the profits of butchers for
the year 1917 had diminished very seriously indeed. The
profits of the Cold Storage' Companies have risen from 2.4
per cent. to 7.2 per cent., but as this is said to be the result
of export contracts, this increase does not apparently interest

[S.C. 13—"19.]
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the Commission. The Commission then goes on to state that
‘the butchery business throughout the Union is in a deplor-
able state, and this certainly appears to be a fair deduction
from the figures‘which they have previously given. The
‘Commission proceeds to complain of the number of middle-
men, for 2ll of whom the producer and the consumer have to
‘provide a living. Further on the Commission admits that
‘the farmer is apparently receiving the full benefit of the in-
-crease that has taken place in the retail price of butcher’s
-meat, inasmuch as he 1s receiving 50 per cent. more for his-
cattle than in 1914,

The Commission complains that auctioneers and other mid-
«dle-men control not only the distribution, but the supply of
‘this necessary of life. This position is difficult to reconcile
when it is remembered that the farmer in South Africa is
‘the only producer that.most people have any knowledge of.
In Clause Fifty-five and Fifty-six the Commission indicates
‘that it was enquiring as to the cause of the maintenance of
',hi%h' prices for meat. It arrived at the opinion that the pre-
valent idea that shipping would be available for the overseas
market—to-day’s Home open market price being considerably
hhigher than the Imperial Government’s contract price of 5d.
per lb.—was the reason for the high prices of meat; and
under this “impression,”’ as it is described, the Commission
-conveyed to the Government the request that an official state-
ment should be published to the effect that no outlet of this
nature should be anticipated.  Further, the Commission,
with a simplicity wholly admirable, adds that “ the Govern-
ment, however, did not see its way to publish any notice of
‘this nature.”” To the ordinary mind this does not appear to
have been an wunlikely course for the Government to pursue.
"The Commission goes on to describe other causes for the high
prices of meat in South Africa; among others, it ascribes it
to the want of organization in the meat trade itself. Surely,
if the meat trade were further organized the raison d’etre of
that organization would be the maintenance of prices; and =s
an antidote to the want of organization the Commission pro-
ceeds to recommend that the farmers adopt some form of co-
operative marketing. Again, it is difficult to see what pur-
pecsé the farmers would have in taking such a step as this,
unless it were to obtain the highest possible price. So, on
the whole, between the desire on the part of the Commission
that the trade should be better organized and the desire that
‘the farmers in turn should be better organized, it is difficult to
see how the consumer is going to obtain his meat any cheaper,
when the obvious purpose of toth these organizations would
be to arrange matters in such a manner so as to secure each
for themselves as much profit as possible.

Among the recommendations in reference to the meat trade,
which the Commission has ultimately arrived at, is one that
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‘a price should be fixed .as the maximum wholesale price
_throughout the Union, and, further, that the gxport of mee}t
for the open overseas market should be prohibited; and it
must be remembered that the recommendation, even with ‘1ts
qualification, either means that the export of meat overseas
should be restricted, or it means nothing. In regard to the
latter proposal, it must be borne in mind that the supply of
meat is still short in European countries, which have borne
the burden of the war, and particularly is it short in Great
Britain. It would be interesting to know how the Commis-
sion squares this recommendation, essentially narrow and sel-
fish"in its character, with the doctrine of service and sacri-
fice, which is enunciated with maudlin repetition in various
parts of the Commission’s report. South Africa has suffered
so little and benefited so much in comparison with many
other countries of the Empire, that surely what little she can
dn in this respect is well worth doing. ‘
* In regard to Clause Sixty—retail grocers—it is admitted
by the Commission that no undue *profits have been made,
and that the smaller firms in this case also are having a
severe struggle to maintain their businesses. :
Clause Sixty-two, dealing with the retail business of boots
and shoes, reads as follows: ‘“ If in this case the volume of.
goods sold and consequently the service rendered to the com-
munity are assumed to be equal in 1914 and 1917, these boot
and shoe firms have increased their profits £61,647, or 91
per cent. for the same service. The increase in their rates
of gross profits from 33.7 per cent. to 34.6 per cent. will also
be noted.”” -It is desired to take the strongest exception both
to the assumption contained in the first part of that clause,
namely, that the service rendered to the community is equal;
and also to the method adopted in regard to the presentation
of the figures. This method is objected to because to the
ordinary reader it is grossly misleading. The position should
bave been stated as it is in the table, namely, that whereas
the nett profit of the retail boot and shoe dealer was 9.2 per.
cent. in 1914, it was 11.7 per cent. in 1917, an increase of
2.5 per cent. The increase in the aggregate profit arose from
the increased total of business done, which in consequence of
the increase in the cost price of the goods was remarkable.
The position would then have been clear to the ordinary
reader, but under the manner of presentation' by the Com-
mission it is stated that the increase in the profifs amounted
to 91 per cent. Although the increases in the cost prices of
boots have been very heavy, the quantity of boots sold has
been less. .
Furthermore, a very large trade is done in satin brocaded
_and other fancy shoes for evening wear; fancy suede shoes,
high-legged boots, and patent shoes for day wear. These are
[S.C. 13—19.] .
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- ohviously not necessaries, but they are included in the neces-
saries of life in the Commission’s report. On these various
boots and shoes good profits are made, as they are stock which
is held at considerable risk on the part of the merchant. On
the other hand, every-day bioots for wear of the ordinary indi-
vidual, which constitute the necessary element of footwear,
are sold at rates which are much below those shown in the
Commission’s report, on account of the great competition
amongst the dealers themselves. ‘

In regard to Clauses Sixty-three (outfitters), Sixty-four(re-
- tail drapers), Sixty-five (retail hardware), Sixty-sizx (che-
nists), Sixty-seven (wholesale groceries), Sixty-nine (whole-
sale boots and shoes), Seventy (wholesale soft goods), and
Seventy-two (wholesale hardware), the same objections apply,
as the same fallacy of service rendered is alluded to in most
of them, and the same methods of presenting the results are:
also continued.

In the outfitting trade, the sale of fancy meckties, vests,
silk shirts, socks, and fancy underwear, all of which are
. luxuries, helps the retailers to average up their lower profits

on the articles of everyday wear. :
. In regard to the theory of equal service, it is argued by
" the Commission that if before the war a dealer bought a pair
of boots for £1, and sold them at 25s., and in the year 1917
the same pair of boots cost him £2, then, as he is only ren-
dering the same service to the community in selling a pair of
boots, he has no right to charge more than the same profit
that he charged on the £1; that is to say, he must sell them
at £2 bs. This is the extraordinary fallacy that underlies
the whole of the method of presentation adopted by the Com-
mission in regard to the results of the trade of the retail
_ dealers. To assume for one moment that a man is rendering

the same service to the community when he invests £1 in his
business as he does when he invests £2is so obviously a fallacy
that it needs no further comment. It would be as reasonable
~ to expect a banker to advance £200 for the same amount of
interest that he did before the war for £100, because the £200
was to be devoted to the purchase of articles which are double
in price. What bank in the world would listen to so prepos-
terous a proposal? To put it in other words, this method
assumes that the banker would charge 3 per cent. rate of
interest on the proposal so made to him instead of 6 per cent.
which he used to charge before the war. The trader has to
invest twice the amount of capital, and thereby incurs at least
twice the risk in doing so. It may be of information to the
"Commission to know that directly an article has doubled itself
in price, under any conditions whatever the commercial risk
"in indenting for that article is proportionately increased. Not.
only is this the case, but by the time the year 1917 was. -
reached, every trader knew that when he signed an indent he-
was signing a risk which increased day by day as the war was.
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prolonged. To argue, therefore, that the trader performs no-
greater service to the community and runs no greater risk when:
he is dealing with goods at double their normal price than.
when he is dealing on a normal basis, is merely for the Com-
mission to convey a serious reflection upon the commonsense of:
the limited number of people who are compelled to read its.
report.

CHAPTER VIII.

In the case of the retail drapers, the Commission seems to:
have understood the fact that 1t was necessary to distinguish.
between necessaries and luxuries, but the method employed.
in applying this principle is absurd. ~ In  Clause
Thirty-four, the Commission states that it bhas.
omitted from - retail drapers’ accounts departments
such as showroom, millinery, fancy goods, etc. The: -
Commission therefore strikes out certain departments
which, for the purpose of its calculations, it considers to-
"consist of luxuries, whereas the fact is that in all departments.
there are certain articles of both necessity and luxury. .For-
instance, the Commission eliminates millinery and costumes,.
yet a hat and a dress are usually considered a necessity for -
a woman. On the other hand, the Commission includes as
necessaries the contents of departments which sell expensive
silk stockings and underwear, crepe-de-chine underclothing,
and tea-gowns, piece goods of all kinds, irrespective of wheth-
* e1 they are composed of calico or silk. Costly trimmings are
also ranked as necessaries, whilst women’s skirts and hats,
-which are obviously necessary, are termed *luxuries’ by
the Commission. It is not to be wondered that the Commis-
sion has gone astray in deciding. what in feminine apparel is
a luxury, and what is a necessity. The Irench Government
imposed a luxury tax, but it was abandoned very quickly, .
because it could not be applied successfully. A proposal for
a similar tax in England also came to nothing, as the Com-
mission appointed to enquire into it could not agree as to
what coastituted a Juxury. The broad facts are.that in mat-
iers of dress the cost and style are determined by the position.
and purse of the individual; therefore, a necessity for one is a
luxury for ancther. As a rule, the lower-priced goods are-
necessities, and as the sale of higher-priced articles increases,
the profits made on the cheaper goods are lower proportion-
ately. The years of the war, particularly the last two under
review, namely, 1916 and 1917, were years of prosperity in
South Africa. It is common knowledge that dress has been
of a more-luxurious and extravagant style than ever before
the war. All better-class goods have sold readily, and prices
were no deterrent. The fact that during that period the gross

[S.C. 13—19.) ’ . '
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profits of retail drapers have only risen 3 per cent. over the
admittedly lean year of 1914 has amply proved that no undue
profit has taken place. It is also well to notice in this con-
nection that the figures quoted by the Commission are those
of successful and old-established firms, who may clearly be
held to have a superiority over their competitors in trade
tocilities, knowledge of the market, and business capacity
{paragraph 11).

. So far from making undue profits or adding to the cost of
living, the merchants by their enterprise, foresight and con-
trol of capital, have been able to purchase well in advance
of their requirements, and have thereby saved the community
thousands of pounds. In this connection it might be men-
tioned that the statement appearing in paragraph 70, that
soft goods stocks are turned over two and a half times a year
might bave been correct hefcre the war, but owing to the
fact that retail drapers have been compelled to purchase their
requirements from 12 to 18 months in advance, instead of say
three months as before the war, the turnover is only now made
tc the extent of one and a quarter times a year.

It will be useful to give particulars of the rise in the cost
~ of raw materials as furnished by the Economist. * These show
the foilowing heavy rises in the prices of staple articles as
between the years 1914 and 1917:—

1914. 1917.
Cotton 4.47 pence. 23,02 pence.
Hemp Cees £26 £100
Flax £32% £147
Wheat T e 43/3 711
Tea ... 6% pence.. 1,3 pence.
Rice ... . 12/6 26,3 :

«WCereals and meat rose from a basis of 579 in 1914 to 1,286} in
1917; other foods from 352 to 686. Textiles from 616% to
-1,6841; minerals from 464} to 8391; and other manufactures
- *rom 553 to 1,3841—thus making a total increase in the first
cost of goods from 2,565 to 5,845. Taking another basis cal-
culated cver the years 1901-5 at the fixed figure of 100: in
1914 this had risen to 115.9 and in 1917 the corresponding
figure was 263.2. .
Some other illustrations are given below of the present
Home cost of goods, their landed cost, and the present retail
prices : —

. Present Home To-day’s Landed Present Retail
Cost. Cost. Prices.
s. d. s. d. s. d.
"Tobralco, white 1 6 111} 2 3
“ay- dyed 1 7% 2 14 2 3
Pique, white and dyed 3 7 4 8 4 9
111} 2 7 2 9

Shirting ...
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Present Home. To-day’s Landed Present Retail

Cost. Cost. : Prices.
8. d. s d. -8 d
Meter Satin— ' o o ;
For Linings 1 6% 2 0 2 6
Black 1 7} 2 2 6
Velveteen ... 5 6 7 2 711
Sandown Cloth 1 9 2 31 2 3
A 1 Calico... 0 123 1 4% 1.9
B 1 Calico... ... 0 15} 1 8 2 3
Printed Pongees, 2 o
. inches ( W holesale) 0 94 1 0 0 9

This list can be extended indefinitely, and embraces all
classes of necessary articles. Merchants are making their
usual profits by selling at these prices, because they are sell-
g stocks hought at old prices, and their policy in looking
shead and taking risks saves the consumer a considerable sum. -

Another point which should be borne prominently in mind
is that merchants have been scouring the whole world to.
obtain stocks. Hundreds of commodities which. were freely
imported from the United Kingdom and Europe have been
unobtainable from those sources during the past four years.-
The consequence is that merchants were compelled to have
recourse to other sources of supply. This has resulted in
heavy expenses being incurred in ascertaining the possibili-
ties of other places, such as the United States of America,
Japan, and other countries, for articles which were never
imported from those countries before, but which were practi-
cally a necessity for the population of this country. The
consumers have benefited considerably by this enterprise on -
the part of the merchants, and but for their action the cost
of living would have increased still further. ] _

The Commission has entirely failed to appreciate the fact
that the people of South Africa have been particularly well
" supplied during the war, and have had to deny themselves
practically nothing. Persons returning from the United
Kingdom have expressed surprise at the quantity and reason-
able prices of goods in South Africa, and they have repeatedly
stated that goods are much cheaper here than in the United
Kingdom, notwithstanding and because in the latter country
ihe necessaries of life were controlled by the Government.

It is a fact that the Government of this country might
have done something to relieve the situation by a reduction
of import duties, and this is one of the references to the
Commission upon which it has failed to report. Contrari-
wise, the Government increased the ad walorem duties by 5
per cent. in 1915. This extra duty has not only been levied
on the increased value of goods as invoiced to the merchants,
but also upon the difference between the invoice value and .

[S.C. 13—19.1 -
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the current value at the time of importation, which in very
many instances was much higher. As an illustration of the
_effect of this it should be mentioned that the duties collected
under the general ad wvalorem rate in 1914 amounted to
£1,456,102, In 1917, the corresponding figure was
£2,389,666. It is safe to assume that the quality of goods
wunder this item of tariff coming to South Africa in 1917
was no more than in the year 1914, and probably less. Bear-
ing this fact in mind and taking individual items, the follow-
ing are clear instances where the Government itself has, by
legislation and regulation, deliberately increased the cost of
living in this country. The figures represent Customs Duties
* actually collected by the Government:— '

1917. 1914.
: £ £
Apparel and Slops wee 356,577 270,788
“Cotton Piece Goods ... 517,328 - 183,422

‘Hosiery * o e 173,424 81,488
. 'Other Cotton, Manufacturers 82,776 31,248
'Haberdashery i ... .. 164,208 138445
""Woollen Piece Goods ... 73,384 - 35,000

CTotal .. L. 1,367,697 740,392

" The Commission appears to have ignored the real cause of
the increased cost. of commodities. It might be as well,
however, to point out that practically the whole of the in-
.creased cost 1s due to the producers or manufacturers raising
‘their prices, angmented in the case of imported articles by
the enormously high rates of freight and insurance, and by
the extra duties mentioned above, levied since the war com-

menced, together with an increase in all general charges
" connected with importation. - One would have thought that
the Commission would have investigated these elementary
‘reasons for the causes of the raising of prices on the part of
. -producers and manufacturers, instead of which they devote
‘practically the whole of their report in trying to impose the
“blame on merchants or distributors. The Commission’s own
figures show that the merchants were not responsible for more
than a very small proportion of the total increases in the cost -
.of living.
. 'The Commission does admit, however, in paragraph 14,
that the movement of all prices has been steadily upward
“gince the war commenced, and that the amount, the nature,
and the cost of all goods manufactured have been affected
by unforeseen and unforeseeable events—by shortage of raw
- material, increase of wages, Government control of factories,
-transport difficulties, etc. .
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The Commission has taken no account whatever of the
extra stocks which have been held or the extra capital which
has had to be employed for this purpose. A typical case is
that of a firm who, in 1914, had stocks of a value of £130,000,
but in 1918 the value of the stock held was £286,000, and
this was mainly due to the enormous rise in the prices of
goods, and the necessity for purchasing them months ahead,
instead of weeks, as was the practice prior to the war.

It should be borne in mind that the enquiry was to be
made into the increased cost of necessaries. In this con-
pection it is worth noting that the trades dealing enclusively
in the necessaries of life, namely, butchers, bakers, and
grocers, have made less profit than in the pre-war period.
Other trades show in an extreme case an increase in gross
profit of 3 per cent., and a nett profit of 5 per cent. The
increase.in the amdéunt of profits appears to be considerable
on_paper, and this is reflected entirely by stocks which are
still unrealized, and they are further reduced when taken
in conjunction with the actual capital required to finance
business on present-day prices. The profits shown, there-
fore, on any merchant’s -balance-sheet do not represent

~sterling value, but they are purely relative to such figures
as can be realized in the future, when assets in the form of
merchandise are disposed of. ' ’

CHAPTER IX,
THE SUGAR INDUSTRY.

In regard to local industries apparently the Commission did
not consider it necessary to make any close enquiries. It in-
vestigated the position of the flour-milling firms, and a few
Jam and sweet manufacturers, but otherwise, except for a
passing reference of a general character, nothing whatever
has been included in- this Report so far as manufacturing -
industries in this country are concerned. ’ -

In reference to profits of the sugar industry, it is extremely
interesting to note the manner in which the figures are sub-
mitted. Percentages of nett profits are abandoned. The
method of presentation in regard to ‘this trade of taking the
service rendered into consideration, is also abandoned, and
the nett profit is stated in quite a different manner from all
the other returns in the report. The sugar industry has,
therefore, been treated in a singular manner by the Com-
mission. Further, beyond being baldly stated in the table on
page 22, no comment whatever 1s made upon the profits of the
sugar industry, except that in Clause One hun-
-dred and seventeen it is described as being ade-
quate. ~ The percentage of nett profit on sales ad-

mittedly made by the industry in accordance with this report
[S.C. 13—19.] ’
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amounts to no less than 23.1 per cent. It should be reiterated

that this is the nett profit and not the gross profit, and even

‘includes figures for depreciation which, on the Commission's

own admission, are liberal. In view of this interesting’posi-

tion it might be ‘as well to mention that from the very incep-

tion of its task the Commission paid special attention to the

sugar industry, and from time to time regulated the price of

sugar. Under the control of the Commission it was rendered

illegal for wholesale merchants and retailers to sell sugar

beyond a given margin of profit, and they were actually

prosecuted and fined for doing this: The profit in the case of

the merchants was 71 per cent. gross, and, taking the Com--
mission’s own figures of the expenses of wholesale merchants,

it is clear that the rate of profit fixed by the Commission for

handling sugar was such ag to result in a material loss to the
merchants concerned. :

It is interesting to note, further, the improvement that has
taken place in the profits of the sugar industry since the Cost
of Living Commission took it in hand. The average selling
_price of sugar in 1914 was £14.98 per ton, and on that the
nett profit of £2.92 was made, being a percentage of profit of
19.6. In 1914-1915 the price was advanced, and the selling
price became £17.22, and the profit £3.79, a percentage of
22. In 1915-16, the price-was further advanced and became
£17.94, with a nett profit of £4 per ton, showing a percentage
of 22.3. 1In 1916-17 the price was advanced to £19.18, and
the nett profit was £4.34, showing a percentage of 22.6, and
in 1917-18 the nett profit reached the amount already given,
namely, 25.1 per cent. The Commission has omitted the
figures of the aggregate sales and the aggregate profits in
regard- to this trade, and therefore its theatrical method of
showing the aggregate figures in profits adopted in other
tables cannot, unfortunately, be followed from the Report of
the Commission. A comparison can, however, be made on the
other basis it has adopted, namely, on- the basis of the service
rendered. The Committee has also obtained certain informa-
tion to enable it to calculate the sales and profits made by
the sugar industry. The sales in 1914, eliminating the
quantity exported, represented a total of 95,000 tons. The
corresponding figure in 1917 was 100,000. Calculating the
1914 sales on the basis of £14.98, the total sales were of the
value of £1,423,000. Correspondingly, the value of the sales
in 1917, an the basis of £21.9 per ton was £2,190,000. If in
1914 a nett profit was made of £2.92 on the selling price of
£14.98 per ton, the actual nett profits made in that year were
£277,400, but in the year 1917, taking the mett profit of
£5.51, on a selling price of £21.9 per ton, the actual nett
profits amounted to £551,000, an increase of £273,600, or 93.6
per cent. on the profits of 1914—to adopt for the moment the
method of presentation of the Commission.
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Dealing with the second point raised above, and the basis
of service rendered by the sugar industry to the community,
which is so often mentioned in the Commission’s Report as a
duty on the part of merchants, whereas for rendering this
service in supplying a ton of sugar in 1913-14, which sug?r,
it must be remembered, was £14.98 per ton, the sugar in-
dustry. then received £2.92 in nett profit. For selling the
same ton of sugar in 1917-18 at £21.9, the producers
received a profit of £5.51; and it must be borne in mind that
the ratio of profit has advanced from 19.6 in 1913-14 to 25.1
in 1917-18. Had the basis of service rendered been adhered
to, the sugar that was sold in 1917-18 at £21.9 per ton should
have been sold at *£19.3. In view of the fact that the price of
sugar throughout the whole period was completely within the -
control of the Commission, it is worthy of comment and
reiteration that the doctrine the Commission preaches to the -
merchants was not applied by itself, when it lay within its
power, to the sugar industry.- -

Apart from this, ‘there is another aspect ‘which must be com-
mented on. The worst ‘‘ sinners” amongst the merchants,
according to the Commission—that is, those dealing in soft
goods—are accused of making an increase of 3.8 per cent. in
their nett profits, that is to say, of increasing their profits from
6.4 per cent. to 10.2 per cent. The minimum profit of the
sugar industry is far and away above the maximum profit of
any merchant. ‘The sugar industry commenced at 19.6 per
cent., and went on increasing until for the year 1917-18 it
made a nett profit on sales of no less than 25.1 per cent., and
be it noted with the sanction and authority of the Cost of Liv-
ihg Commission. Yet the Commission bas not a single syllable
of comment of any kind to make upon this extragrdinary condi-
tion of affairs, while everyone knows that sugar is a first
essential of life. It is the principal of the preservatives, and
one of the primary foods. Compare for a moment the profits
that the sugar industry has made under the @gis of the Cost
of Living Commission with the profits that have been made .
by wholesale and retail grocers; that is, compare 25.1 per
cent. with 2 per cent. and 2.5 per cent.: then the fact that-
no comment has been made by the Commission is a mattei for
still greater surprise. ‘

In face of this, in its ultimate recommendations, after
having stated that both commerce and industries are -
forms of public service, the Commission has the hardihood to
suggest that traders should be licensed under conditions to
compel them to conduct their business upon defined principles,
obviously in the direction of restricting the profits; whilst the
recommendations in regard to the sugar industry are that the
Government should agree to no further scheme of developments'
as to the leasing of additional lands for sugar-growing until

[S.C. 13—19.] ¢
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certain conditions are complied with. This recommendation
obviously has the effect of restricting the production of sugar,
and thus still further of protecting the industry in its possession
of a nett profit of over 25 per cent. on a ton of sugar, for
which a further protection of £3 10s. per ton by means of
Customs Duty and £2 10s: per ton represented by preferential
railway rates bas already been given by the taxpayer of South
Africa. : .

It must be borne in mind, further, that the profits of the
sugar industry are realised in cash at once, and there is there-
fore no doubt.as to their value; but the profits of merchants
consist for the most part of stocks of goods of various kinds.
Obviously therefore the value of the merchants’ profits must
depend upon the realisation of their stocks.

CHAPTER X.
REEF STOREKEEPERS AND CO-OPERATIVE STORES.

' In Chapter VI, the Commission devotes considerable space
to the transactions of Reef storekeepers and the profits of
wholesale ‘merchants who supply them with goods. The
question of wholesale trading has already been dealt with in
this Report, but it is necessary to draw attention particularly
to the comments of the Commission on the transactions of
Reef storekeepers. The return contained in paragraph 85 does
not altogether coincide with that appearing on page 5 of a
former Report of the Commission ‘“ On the investigation of
accounts of Mine Storekeepers on the Witwatersrand, and as
to the fixing of prices of the chief articles of native trade in
the Witwatersrand area.”” In the Profits Report the Com-
mission shows that the nett profits of Reef storekeepers have
fallen from 15 per cent. to 11.8 per cent. These figures only
include the businesses in existence in the year 1914. In the
former Report referred to, it shows that in regard to businesses
established since 1914, the profits fell from 13.3 per cent. to
8.8 per cent., and taken as a whole the summrarv of Reef
.storekeepers’ trading accounts show that profits fell from 15
per cent. in 1914 to 10 per cent. in 1917. It should be care-
fully noted here that these are nett profits on.sales, w'th no
relation to capital employed. In the Profits Report the Com-
mission has entirely ignored its earlier Report upon this
question in considering whether changes are necessary in the
control and organisation of the supply of goods to native
labourers on the mines. A very instructive table appears on’
page 6 of the earlier Report, where retail prices are shown of
standard articles purchased by the natives and those prices in
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Johannesburg are compared with those at Umtata in the year
1918. These prices might profitably be repeated here:—

Johannesburg, 1918. Umtata, 1918

s. d. s. d. . s. d.
Boots, pair ... 15 0to 17 O 22 6
Blankets, 2/% lbs. 7 6to 8 O 11 6
Blankets, 4 Ibs. - 12 6 Unprocurable.
Singlets, dozen . 120 21 0
Shirts, dozen 30 0~ 42 0
Print, yard ... 1 2% 1 6
Lustre Rugs,each ... 25 O0to 32 6 27 6
Knives, gross 144 O 216 0O
Muftlers, gross ’ 72 0 180 O

The Commission reported that its investigation into the
accounts of Reef storekeepers showed: (1) That the selling
prices have increased less than the cost of the goods; (2) that
the expenses (salaries, efc.), have increased; (3) that the
amount of the nett profits has not appreciably changed, but the .
percentage of nett profits on sales has dropped from 15 per
cent. to 10.6 per cent. I ' ‘

The Commission also stated that the reasons given by Mr.
-A. H. Stanford, taken together, form a strong case against any
attempt to fix maximum selling prices for Reef storekeepers;
and the Commission regretted that it was unable to concur in
Mr. Stanford’s recommendation to that effect. s

Notwithstanding that Report, which is dated the 30th
March, 1918, the Commission recommended in the Profits
Report of the 26th November, 1918, that a Central Buying
Départment should be established by the Government, with
subsidiary stores along the Reef selling goods at prices based
upon actual cost, and also that thé co-operative stores, estab- -
lished for and by white workers, should open native depart-
ments, subject to inspection by the Department of Native
Affairs; who should approve of the accommodation provided
and the rates of gross profits charged. In view of the Report
of the 30th March it seems incomprehensible that the Commis-
sion during the period intervening between that date and the
26th November should have come to the conclusion, notwith-
standing proofs furnished by itself, that the business of Reef
storekeepers required any reorganisation at all. No evidence
of any description is adduced that there was any necessity to
interfere with the present ordinary course of trade, and
particularly because the Commission found that prices on the
Witwatersrand are lower than those charged in the Native
Territories, and the prices in the Transkeian Territories are
decidedly higher than those on the Witwatersrand. It should
also be borne in mind that the Commission has proved that the
nett profits on sales by the Reef storekeepers amounted to only
10.6 per cent.. '

[S.C. 13—19.]
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At the instance of the Cost of Liying Commission, the Union
Government has advanced a loan of £10,000 to the S.A.I.F.
Co-operative Stores, Ltd., under certain conditions, notwith-
standing the protests of the commercial community. A copy
of the balance sheet of this co-operative body should be
obtained, in order to ascertain’ the results of their working,
because the money was advanced by the Government in order
to enable the co-operative societies to reduce the cost of living
"below the prices charged by the ordinary retail merchants
supplying the same clientele. As a fact, the prices charged by
the co-operative societies are not less than those charged by
the retail grocers, and no dividend has been paid to the
members of this society, mnotwithstanding the financial
assistance received from the Government; and the nett profits
of the retail grocer have been demonstrated by the Commission
to be only 21 per cent. on the turnover. ’ :

Bearing all these facts in mind, it.is surprising to find that
the Commission recommends organisation by means of a cen-
tral buying agency and a control by the Government of pur-
chases and sales.

. On the Commission’s own showing, the nett profits of the
wholesale soft .goods merchants, which include the native -
trade, amounted to 6.4 per cent. Does the Commission imagine
for a moment that an organisation managed by the Government
will be able to supply-goods at a lower ratio of profit than this,
when all the extra expenditure of Government management
and control is provided for? This recommendation in itself
if carried out could not but result in ineflicient management
and consequent raising of prices to the natives. The Commis-
_sion has not instanced one case where the natives have been
- charged more than a fair price for the commodities which they
purchase. .

In regard to the principle of co-operation which the Com-
mission recommends so strongly, but which has hitherto been
regarded with such complete indifference on the part of the
South African community at large, it should be remembered
that as a principle co-operation is not in any way objected to;
and it is perfectly clear that ‘‘ co-operation’’ is no more nor
lesé than a combination of consumers. It is difficult to see
how a principle such as this is géing to be put into successful
practice in a community of so unsettled a character as the
workers on the Reef. Not only do white men move about
from mine to mine, but thé natives also. Further, natives
frequently leave the Reef for long periods of time, and then
return. It is difficult to see, with this want of permanence
that must necessarily exist under conditions such as they
.are, how a co-operative organisation, in the strict sense of the
word, can hope to succeed. .
. The merchant only exists so long as the community finds
in the ordinary nature of things that he is a useful inter-
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mediary, and if he raises his prices unduly, or conducts his
business in a manner which is to.the detriment of the _com-
munity, he, in the natural course of events, ceases to ¢x1st_.

~ CHAPTER XI.
SUMMARY OF RECOMMENDATIONS.

On page 43, the Commission has made ten recommenda~"
tions, which are repeated on page 2 of this Report.

Recommendations Nos. 1, 2 and 3, relating to t.he mgat
trade, have already been dealt with; No. 4, dealing with
sugar, has also been commented on; the same remarks
apply to Nos. 5 and 6, dealing with co-operative stores on
mining ground. _ . .

There is no objection whatever to the establishment of co-
operative stores on mining'.ground, provided that such stores-
are established in open competition with the ordinary trade,’
and have no special privileges or facilities which are not
given to the citizen who furnishes 'the revenue of the-
country. o .
- Recommendation No. 7, which recommends access by legis- -
lation to income tax returns, and the intervention of the
Director of Census.in this connection, has already been dealt
with by the Minister of Finance and refused by the Govern-
ment.” Notwithstanding this it should be carefully borne in
mind that power may be given by the Government through
the Director of Census to require returns to be supplied by
merchants and manufacturers periodically for the purpose’
of publication.” In this way there is a possibility that
although secret information relating to income tax may not
be divulged, corresponding partieulars may be collected by the
Director of Census. It is obvious that such proceedings would
be grossly unfair to the commercial community, and it would,
moreover, serve no useful public purpose. ‘

Recommendation No. 8 states that:—

- In order that goods may pass from the producer or im-
porter to the consumer in as direct a line and with
as few intermediaries as possible, and in order that
goods shall reach the consumer at reasonable prices,
traders shall be licensed under conditions which
compel them under penalty to conduct their busi-
ness upon defined principles. ' -

This proposal is referred to in greater detail in paragraph
}64. The object of the Commission is to limit the trad-
ing operations of merchants so that margins that the Com-
mission consider reasonable, and mno more, shall be allowed
between the purchase or landed cost of the articles offered

[S.C. 13—19.] '
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for sale and the price demanded from the consumer. In
support of this it is urged that the procedure so widely
adopted during the war by other Governments of fixing the
prices they pay for the goods they purchase upon cost
should be extended to times of peace and to the individual
consumer. Throughout the whole period of the war it has
been proved time and again that whenever the Government
has intervened to control the sale of goods or to fix their
prices the efforts have ended in failure; and prices of the
commodities affected have increased to the disadvantage of
the consumer. As soon as healthy and free competition has
been eliminated one of two results has happened: either
the supply of the particular goods has ceased, or the prices
have risen unduly. This applies to the action taken by the
Imperial and other Governments, and even to enemy coun-
tries as well. . )

Commerce and industries are only forms of public service
to the same extent as the professions and farming are, and
there is nothing to show any cause for treating them
differently. Traders are in a sense servants of the public,
and if they provide inefficient service the public signify their
disapproval by withholding their custom, and the incom-
"petent trader then loses his capital. The establishment of
the principle that the State is to determine the rate of profit
or remuneration traders are entitled to, if logically sound,
must be extended to embrace all trades, professions, farm-
ing, and also labour. -

" Recommendation No. 9 recommends- and advocates en-
couragement and financial assistance to approved co-operative
enterprises, and the establishment of a co-operative bank
for this purpose. The Government has already refused this.
The Government has stated that it has no objection to co-
operative societies; and, as a matter of fact, this Association
is glad to encourage them in every possible way, provided,
and here the Government agrees, that the capital shall be
furnished by the members themselves, and not from Govern-
ment sources. There is no more reason to subsidize co-opera-
tive trading societies, no matter how they may be constituted,
any more than a private merchant or a member of a profex-
sion, or any other individual or body who requires capital
for the purpose of trading or obtaining a livelihood. It ap-
pears to be at least contradictory for the Commission to
recommend finanecial assistance by the Government to co-
operative enterprises, it being obvious that if trade.rs are
making such enormous profits as are not disclosed in the
" Commission’s report, it should be unnecessary for any co-
operative society to obtain financial assistance from any other
source than their members. .

Recommendation No. 10 recommends a ‘‘ modified and a
heavier Excess Profits Tax, with steeper grading,”” so as to
absorb all profits above some agreed percentage.
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How any tax can be at once ‘‘modified’’ and still
“ heavier >’ seems difficult to understand.

In regard to this recommendation, in paragraph 169 ‘the
Commission arrives at the conclusion that the consumer pays
the Excess Profits Tax and something more besides. In
paragraph 170 the Commission expresses quite the sanest
opinion in its report, and this is done in. the most 11‘101.d
manner possible:: The concluding sentence reads: ‘¢ This
being the case, there is no justification on the ground of -
profits made for singling out any particular class or. section
of the community for special taxation.”” After these two
opinions have been clearly stated, the Commission proceeds to
recommend, ‘‘ That a modified and heavier Excess Profits
Tax be introduced, with steeper grading, such tax to absorb
all profits above some agreed percentage.’’ o
"~ This recommendation can only apply to the trading sec-
tions of the community, because the report does not pretend
to deal with any others. In connection with these recom-
mendations, it is admitted by the Commission that the prices
the farmers have obtained have been increased by at least
50 per cent. This is more an expression of opinion than &
statement of fact, owing to the want of statistics on this
subject. In the sugar industry the profits are 25 per cent.,
and this is not an expression of opinion, but a record of
fact; and, further, this has been an industry controlled hy -
the Government for some years. The Commission has stated
that it considers that a profit of 25 -per cent. on sales is an
adequate one for the sugar industry. If 25 per cent. is an
adequate profit for one of the primary articles of food, then it
is clear that this rate of percentage or something more would
be an adequate rate of profit for other goods, such as groceries
and the ordinary requirements of life in other directions; and
it is a severe commentary on the impartiality of the report
that it accepts a basis of 25 per cent. in reference to sugar,
and it condemns rates of profit .much smaller than this
amount as being excessive .when applied to other articles.
The ordinary consumer may require to know why he should
pay a larger profit on sugar than he does on anything else
dealt with in the Report, particularly when it has been the
subject of Government control, and when, in the opinion
of the Commission, Government control is the panacea for
every evil. S

TFrom the point of view of the public interest it is further a
matter for the greatest regret that subjects of sich absorbing
interest and importance not only to South Africa as it is to-
day, but also in relation to its future development, could not
have been entrusted to a Commission more capable of dealing
with the subject. It may have been impossible to obtain a
merchant as a member of the Commission. No matter Low -

impartial he might have been, his opinions would have heen -
. I8.C. 13- '19.] -
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..suspect from the beginning. ~ But it is apparent that if a
-member could have been included who possessed a wide an
unprejudiced vision, who could have looked at the whole
matter from a judicial point of view, and if he had been
accustomed to weigh the value of evidence and the facts as
presented in relation to each other, it would have been a
great improvement; and if another member could have been
added, possessing an elementary knowledge of economics ani
a knowledge of figures that was not merely of a mechaqical
character, and who was able to appreciate the importance
and bearing of the facts behind the figures, the country
. might have obtained a report that would have proved to be
-of some service for the future.
For the Association of Chambers of Commerce of Sonth
Africa: '

ROBERT NIVEN,
President.

J. W. JAGGER,

Chairman of the Executive Committee.

E. CHAPPELL,

Vice-Chatrman of the Erecutive Committee.

Cape Town,
30th . April, 1919:

[B.]

EXTRACT FROM A MEMORANDUM BY THE PORT
ELIZABETH CHAMBER OF COMMERCE ON THE PRO-
FITS REPORT OF THE COST OF LIVING COMMIS-

SION.
- Articl Prices. . Prices. Advance on
rticles. Feb., 1914. | Feb., 1919. |pre-war prices.
- s. d. s. d.
Matches... ... 31 -4 8% 52 per cent.
" Paraffin ... we | 8 3 19 0 130
Petrol . ... 14 3 30 3 112,
Sugar (refined)... 18 0 26 6 47
Soap, 50 1bs. ... 11 5 24 9 17,
April 27/~
Candles ... 8 4. 22 9 173,
Rice 21 6 42 6 97
728 per cent.
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MEMORANDUM OF GOVERNMENT ACTION TAKEN
ON REPORTS OF THE COST OF LIVING COMMISSION.

" (1) InTERIM REPORTS,

The principal interim reports and memoranda submitted
by the Cost of Living Commission prior to the receipt of ‘the
General Report [U.G. 55—18], and the Profits Report [U.G.
1—19], are summarised under the head Interim Beports on
pages 2 to 4 of the General Report of the Commission [U.G.
55—1918]. It will be convenient, therefore, to deal with these
interim reports by reference to this summary. Y

(1) Co-operative . Societies—of 3/12/17—recommending
Government financial assistance to co-operative organisations
of consumers on certain conditions. : ' :

In accordance with this recommendation £10,000. was
voted in 1918 (Loan Vote “J’’ 1918-19) and this sum was
advanced to the South, African Industrial Co-operative De-
velopment Company. Limited, under terms and conditions
which were settled by the Treasury-in consultation with the
General Manager of the Land Bank to whom the Adminis-
tration of this advance was entrusted. -

(2) Maximum price of wheat—of 14/12/17. This report,
which recommended fixing the price at 16/- per 100 1bs. (Mr.
Boydell recommending 13/- per 100 1lbs.), can conveniently
be associated with No. (3) Standard Flour and Bread—of~
15/1/18. No. (6) cost of 1917-18 Wheat Crop—of 2/2/18 .
and No. (7) Wheat Flour and Bread—of 15/1/18: ‘

Apart from the recommendation as to fixing prices, which
was not adopted mainly on. account of the probability that
if prices were fixed at the levels stated the production of
wheat would- be restricted, the recommendations  of these
reports were adopted in the shape of the Wheat Conservation
Act, 1918. ' o .

No. 13—Supply of pure flour to Biscuit and Macaroni
Manufacturers of 8/7/18—which recommended the supply
in limited quantities, was given effect to by regulation under -
the Wheat Conservation Act wide Government Notice No. 981
of 7/8/18. . o :

(3) Supervision ‘of Distribution—of 16/1/18—recommend-
ing the appointment of local committees to deal with cases
of overcharggs. '

Local Committees were appointed in nine localities—Cape
Town, Johannesburg, Durban, Bloemfontein, Port Elizabeth,
Pietermaritzburg, East London, Kimberley and Pretoria.'

Government Notices 650 of 21/5/18, 694 of 4/6/18, 781
of 19/6/18, 800 of 26/6/18, and 860 of 15/7/18, ‘

[8.C. 1319, H
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See also No. 14—recommending the grant of powers con-
ferred on the Governor-General by Section 2 (1) of the Public
Welfare and Moratorium Act being delegated to the Chair-
man of local committees. . This was done by Government
Notice No. 995 of 13/8/18.

(4) Control of Imports—of 17/1/18—recommending the
reservation of shipping space for mnecessaries, and that there
should be given priority over luxuries and non-essentials.

The policy of the Controller of Imports was in accordance
with the views of the Commission. That luxuries came into
the country was due to causes beyond his control.

55; See No. (2). .

(6) Candles—of 2/2/18. The Commission made the
arrangements referred to directly with the manufacturers
su that no action on the part of Government was called for.
_(7) See No. (2). ,

(8) Accounts of Mine Storekeepers of 30/3/18.

A Departmental Committee consisting of the Mining Com-
missioners, Boksburg and Krugersdorp, the Acting Director
of Native Labour and the Under Secretary for Finance, has
been appointed to enquire into and report upon the desir-
ability of altering the existing system of native trading on
the mines and of disposing of trading sites. Vide Govern-
ment Notice 1632 of 11/12/18. This Committee has not yet
completed its work.

(9) Rents—1/5/18. Recommending the amendment of the
Public Welfare. and Moratorium Act to enable the fixing of
rentals.

A Bill dealing inter alia with this matter was introduced
during the closing stages of the 1918 Session, but failed to
rass both Houses before the close of the Session.

(10) Paraffin—of 4/5/18. No action on the part of the
Government was required, as the Commission made the ar-
rangements directly with the oil companies. See No. 16 as
to fixing of wholesale and retail prices.

. (11) Rice—of 10/5{18. Recommending fixing of prices.
Prices were fixed from 17/6/18 under Government Notice
754 of 12/6/18.

A further Report from the Commission dated 10/8/18
. peinted out that- the prices fixed were higher than a large
part of the Indian community. could afford, and the large
proportion of the cost of rice absorbed by freight and ex-
change, and recommended (a) that representations be made
to the Imperial and Indian Governments in this regard ask-
ing for reductions of freight and exchange, (b) that the Gov-
ernment should make itself ‘responsible to importers operat-
ing under permit for the excess of the landed cost plus 73
per cent. over the fixed maximum prices.

In accordance with (@) the Imperial and Indian Govern-
ments were approached but without success in the way of
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obtaining a reduction of the exchange, but the freight was .
shortly after reduced by 15 per cent. in view of the cessation .
of hostilities. The Government were unable to accept (b)
whereupon the Commission pointed out that either the max-
imum prices of rice must be substantially raised or the control
of prices must be abandoned. The latter alternative was
adopted and Government Notice 754 of 12/6/18 was with-
drawn by Government Notice 1652 of 18/12/18. The posi-
tion in regard to rice has become still more difficult by reason
of scarcity in India, and the .matter of the Union’s supply
is receiving constant and earnest attention. )

(12) Sugar industry—of 11/5/18—recommending the ob-
taining of full information as to the flood damage. o

The damage done at Umfolozi was investigated by the-
Department of Lands, which Department, together with the
Department of Irrigation have been active in restoring the
damage done and in securing the restarting of crushing oper-
ations. Relief has also been granted to certain of the suf-
ferers. : ’ i

(13) See No. (3).

(14) See No. (2). : ,

(15) Matches—of 18/7/18. Recommending fixing of .
prices. This and subsequent recommendétions as to prices
were given effect to by Government Notices 973 of 6/8/18,
1123 of 20/8/18, and 1157 of 28/8/18. C

(16) Paraffin and Petrol—of 12/8/18. Recommending
fixing of prices. This and subsequent recommendations as to
prices were given effect to by Government Notices 1004 of
14/8/18, 1271 of 17/9/18, and 1506 and 1507 of 19/11/18.

(17) Importation of Mauritius Sugar—of 30/8/18, stating
that 10,000 tons could be absorbed without affecting Union

rices. . , :

P As a very large quantity of Mauritius sugar was. seeking
a market in the Union and seeing that the export of Union
sugar, and the price of Union-sugar had been controlled in
the interests of Union consumers steps were taken to control
the importation of sugar by prohibiting it except wunder
permit from the Controller of Imports, vide Government
Notice, No. 126 of 13/9/18. As to the prices of sugar see
Government Notices 693 of 23/5/17, 769 of 13/6/17, 505 of
19/4/18, 579 of 4/5/18, 1685 of 23/12/18, and 11 of 2/1/19.

(18) Export of Meat—4 and 23/9/18. Recommending ad-
vertisement of fact that freight for meat sold in the open '
market will not be available. :

As the Government’s information was that freight might
be expected, it was deemed inadvisable to issue the Notice.

(2) GexeraL REPORT.
Summary of recommendations paragraph 42. .
No action has been taken except in regard to (2). The salg -
gS‘C. 1}-—’19.] ' ) '
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of Government houses has been suspended, and in accord-
ance with the existing policy of the Government provision is
being made on the Loan Estimates 1919-20 for purchase of
houstes for district officials such as Magistrates and Post-
masters.

(3) Prorirs REPORT.

No action has yet been taken.

(D]

_Tglegram dated 14th May, 1919, from Chairman, Cost of
Living Commission, embodying comments and criticisms on

Memorandum of Association of Chambers of Commerce of
. South Africa:—

‘313. In reply your telegram yesterday desire mention
following points arising out of Chambers Commerce Report.
. Page 3, the Commission’s reply to Chambers letter, 30th
November, 1917, was series of meetings with local Chambers
of Commerce held at Durban, Pietermaritzburg, Johapnes-
burg, East London, Port Elizabeth, Cape Town, between 4th
December, 1917, and 17th January, 1918. Commission do not
see how a more complete reply could have been given or one
that showed more real desire to bring Commission’s require-
ments before commercial community. Commission’s asser-
tion is that no step has been taken by commercial commuaity
to assist consumers faced by steadily rising prices. See re-
port paragraph 153, this cannot be refuted by saying that
‘Chambers advised their members to give information to the
Commission which by law they were compelled to give. Page
9, the bank figures here given presumably totals of all bank
advances and therefore include mining and sharemarket
figures in addition to mercantile figures. Chambers therefore
not justified in drawing any conclusion from these figures as
" to amount of advances made to merchants. Note on page 8
of Commission’s report is correct. Page 10, Commission’s
statements with -regard to three points here mentioned are as
follows : —(a) There is no inaccuracy with regard to the item
of interest—see report paragraph 32 and note attached; (b)

© year 1914 may have fallen short of an average year but this
shortfall does not exceed two per cent. on turnover and as
against this Commission’s profit figures in several respects are
" understated throughout; (c) luxuries are not included in the
Commission’s figures for wholesale trade; thig is clearly
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stated in paragraph 34. Page 14, paragraph 62, of Com-
mission’s report is correct and the service argument is not a
fallacy. This will be dealt with fully in reply that Com-
mission is preparing, see paragraphs 19, 20, 28 of report.
Chapter 8, suggestion apparently is that while large profits
may have been made in connection with Iuxuries such profits
have not been made in connection low priced articles. This
once and . for all disposed of by paragraphs 85
to 91 of the Report and Table N. Page 16,
paragraph 5, the Commission’s tables include all
expenses of every kind incurred by merchants. Page
17, paragraph 5, Chambers cannot possibly contend that mer-
chants suffered losses on stocks held in 1917, undoubtedly
their sale resulted in large profits. Chapter 9, when Com-
mission esamined sugar industry they found that as cane
prices depend upon sugar prices latter could not be reduced
below those fixed without making it impossible for many
growers to meet their expenses. Lower prices would there-
fore have had serious effect on sugar production. This, and
not any calculation of millers’ profits was the fundamental
reason that decided the prices fixed by the Commission. It
should also be pointed out (1) that risks-of sugar grower and
miller are greater than those of any merchant. (2)—=That
when war commenced sugar industry deliberately fixed their
own prices, and in consequence reduced their profits by prob-
ably £10 per ton. (3)—That since lst February, 1919, the
price of sugar has been reduced by over £4 per ton on Com-
mission’s recommendation. In first paragraph on page 19,
Commission’s figures for merchants less interest are compared
with sugar industry figures from which no interest deduction
has been made. Chapter 10.—Throughout Commission’s
profits report only businesses in existence 1914 have been
included. Consequently when dealing with Reef storekeepers’
accounts the corresponding figures were taken from Report
30th March, 1918. Connection two Reports explained para-
graphs 95 to 98. Page 20, paragraph 4, incorrect, Commis-
sion mentions two possible solutions of Reef store difficulty,
but only adopts ome. This paragraph states they adopt
both. Page 21, paragraph 2, throughout Chamber’s Report.
insufficient attention is called to fact that Commission’s nett
profit percentages are calculated on turnover and not on cap-
ital. This paragraph is a case in point, six point four per
cent. (a 1914 figure) on turnover probably equivalent to over
twelve per cent. on the capital emploved. Commission’s cor-
responding 1917 figure is fourteen point two per cent. on turn-
over; equivalent therefore to over 30 per cent. on the capital
_employed—surelv an extravagant provision to cover alleged
Government inefficiency.  The Commission is preparing a
detailed reply to the Chamber’s Report. as there are many
other errors and inaccuracies to be called attention to.

rs.C. 13—19.) r I



