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CHAPTER 7

GROSS TRADING PROFITS AND NON-FARM
INCOME FROM SELF-EMPLOYMENT

P R O F I T S  A N D  I N C O M E  F R O M  S E L F - E M P L O Y M E N T

D E F I N I T I O N  O F  T H E  S E R I E S

Chapter 7 is devoted to estimates of the gross trading 
profits of companies, public corporations, local authority 
trading enterprises and self-employed persons other 
than farmers. It is restricted to enterprises operating in 
the United Kingdom and covers all such enterprises, 
whether they are British or foreign owned.^ The precise 
scope of the four constituent types of enterprise has 
already been defined in their respective chapters (e.g. 
for companies and public corporations see Chapter 3.0) 
and these chapters also include the estimates for 1939-65. 
The present chapter covers new estimates for the period 
1655-1938: Chapter 7.1 deals with 1920-38 and Chap
ter 7.2 with 1855-1920. As elsewhere, Southern Ireland 
is included in the estimates for the pre-1920 period but 
not thereafter.

The C.S.O. estimates of trading profits are measured:

[a) Before provision for depreciation, stock apprecia
tion, direct taxes or dividends

{b) Before payment of debenture interest 
(r) Before payment of bank and other interest 

charges
[d) Before remuneration of proprietors of unincor

porated business but after payment of directors fees 
etc.

(e) After payment of new issue expenses and other 
financial charges

(/) Without any deduction for imputed rent of 
owner-occupied trading property

(g) Including subsidies from the Central Government 
(A) Excluding all non-trading income

In the case of financial concerns income is adjusted 
to exclude net receipts of interest and dividends

V

and so is significantly less than their ‘ commercial 
profit’ .2

The same definition is followed in the present esti
mates for 1920-38 but in addition royalties and long 
lease rents are deducted from trading profits and in
cluded in rent (see Chapter 8). As explained on p. 139, 
below, these payments are included in profits as assessed 
for income tax, but are not explicitly mentioned in 
Sources and Methods as one of the adjustments required to 
the assessed profits [73, pp. 223-6]. It seems preferable 
that royalties on patents, mineral rights etc. and 
ground rents should be treated as an operating expense; 
and the inclusion of royalties with rent of land and 
buildings is recommended in the standard United 
Nations manual.®

For 1855-1919 it is not possible to follow exactly the 
same definition. Item c, bank interest, is not deducted 
and item f, imputed rent of owner-occupied property, 
is not included here but as part of rent in Chapter 8.̂  
Royalties etc, are not deducted and the profits of finan
cial concerns include interest received to the (unknown) 
extent that this was not taxed by deduction at source and 
so came into the Schedule D assessment.

 ̂ For more detailed definition of enterprises operating in 
the United Kingdom see Chapter 6.0. As noted there, 
there are certain differences in classification between 
the pre-1938 and post-war estimates.

 ̂ See p. 141, below, for further discussion of this point.
® United Nations, A System of National Accounts and Supporting 

Tables, 1964, [107] para. 239.
 ̂ This is subject to the qualification that the annual value 

of buildings owned and occupied by mines, railways, 
quarries and other ‘ concerns No. iii, Schedule A’ is in
cluded in profits, since these properties were assessed 
under Schedule D, not Schedule A. See Stamp [247],
P- 37-
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GROSS T R A D IN G  PROFITS A N D  INCOME FROM SELF-EMPLOYMENT, 1920-38
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S O U R C E S  A N D  M E T H O D S  O F  E S T I M A T I O N

The profits series have been defined in Chapter 7.0 and 
we proceed directly to the derivation of the estimates. 
The principal objective is an estimate o f gross trading 
profits from 1920 to 1938, classified firstly by trade group 
and secondly by type of enterprise. The tax assessments 
wliich provide the basis for the estimates cover com
panies, public corporations, local authority trading 
enterprises and unincorporated (non-farm) businesses. 
Farmers’ income and the gross surpluses of Central 
Government trading enterprises are dealt with else
where (Chapters 2.2 and 4.2) and do not enter the 
present chapter at any point. The tax assessments 
generally distinguish between corporate and non
corporate income, and this distinction was preserved 
throughout the subsequent adjustments.^ Within the 
corporate sector it is possible from other data to make 
separate estimates for public corporations and local 
authority trading enterprises, and the series for company 
profits can then be obtained as a residual.The total can 
thus be allocated to four constituents, and the scope of 
each of these is fully defined in its individual chapter. 
The procedure adopted in obtaining the desired esti
mates can conveniently be described in the following 
stages:

(a) The initial derivation of estimates from the tax 
assessments

{b) Adjustment o f assessed gross trading profits for the 
timing of assessments and of relief for losses

(c) Allocation of the adjusted gross trading profits 
to trade groups classified according to the 1948 S.I.C.

{d} Additions for income not covered by the tax 
assessments

[e) Adjustments to obtain estimates corresponding to 
national accounting concepts and definitions 

(/) Adjustments for differences in estimation 
( )̂ Allocation of the final total by type of enterprise 
The detailed derivation of the estimates is illustrated 

for four selected years in Table 7.1. The results for the 
main industrial orders are set out for 1920-38 in Table 26 
with more detailed classification by trade group in 
Tables 27 and 28. An allocation by type of enterprise 
is given in Table 29 and for two selected years (1927 and 
1937) an allocation by both industry and type of en
terprise is provided in Table 30.

The basic source from which the estimates are derived 
is the information collected (and in part published) by 
the Commissioners of Inland Revenue for the purposes 
of assessment to income tax under Schedule D. Certain

details of the scope of Schedule D and the terminology 
used by the Inland Revenue at various periods are 
described in Appendix 7.1, and the reader who is in
terested in having the full story should consult this 
before proceeding further.

{a) The derivation of the total 'assessed gross trading
profits' from the tax assessments

The type of information available regarding the total 
of income assessed under Schedule D differs to some 
extent from the information available for individual trade 
groups, and is in certain respects further removed from 
the concept of trading profits which we must ultimately 
reach. However, it is the total which was most rigorously 
checked by the Inland Revenue and which, therefore, 
provides the most accurate source for the required esti
mates, serving as a control figure with which the sum 
of the individual trade group estimates must be recon
ciled. (See p. 135, below). We begin, therefore, with a 
discussion of this total.

The two primary concepts which are published in 
the inter-war Reports of the Commissioners of H .M . Inland 
Revenue are ‘ gross incom e’ and ‘ actual incom e’, the 
difference representing various categories o f exemptions 
and reductions. However, as explained in Appendix 7.1, 
the gross income is larger, and the actual income smaller, 
than the required estimate of aggregate gross trading 
profits as defined for the present study.

W hat we require for the first stage of the estimation 
process is a series lying roughly midway between gross 
and actual income which may be termed ‘ assessed 
gross trading profits’ . This represents that part of 
Schedule D gross income which relates to trading profits 
less that part o f ‘ other reductions and discharges’ which 
relates to trading profits. It is thus necessary to exclude 
from the published aggregates for both gross income and 
‘ other reductions and discharges’ all items relating to:

Interest on war securities etc., deposit and other 
interest assessed under Schedule D,
Income from Dominion and foreign securities 
and possessions.
Income from employment (until 1927/8);

and, in addition, to exclude from the reductions and 
discharges the so-called ‘ non-trade deductions’ such

The term ‘ corporate enterprise’, as used in the present 
chapter, covers also local authority trading enterprises 
and is accordingly wider in scope than the ‘ corporate 
sector’ of Chapter 3.
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as management expenses of financial concerns and bank 
interest.^

Estimates of total assessed gross trading profits for five 
benchmark years can be derived directly from Inland 
Revenue Reports or reconstructed from valuable un
published material kindly made available for this study 
by the Statistics and Intelligence Branch of the Inland 
Revenue. For each of the assessment years 1928/9 and 
1933/4) broadly representing profits accruing in the 
calendar years 1927 and 1932,  ̂the Inland Revenue had 
undertaken a special census and trade classification of 
all Schedule D gross assessments, and o f the various 
reductions and discharges, so providing the material 
necessary to estimate what we have termed ‘ assessed 
gross trading profit’ . This unpublished data was used to 
obtain the estimates given below.

For the years o f assessment 1937/8, 1938/9 and 1939/ 
40, broadly representing profits accruing in the years 
1936, 1937 and 1938,3 the g2nd Report [30, pp. 55-76] 
contains estimates based on a 20 %  sample o f assess
ments adjusted to the appropriate basis and controlled 
by an unpublished census of all gross assessments for 
1938/9. The aggregate figures given in Table 40, p. 57, 
o f this Report have been adopted, subject only to the 
exclusion of certain amounts relating to interest paid by 
building societies and local authorities.^

The resulting figures for these benchmark years are:^

£  m.
1927
*932
1936
*937
1938

*,039.1
783-3

1,080.0
1,161.4
1,082.8

The figures for 1927 and 1932 are not absolutely con
sistent in definition and timing with those for 1936-8, 
but some o f the discrepancies cancel out and the re
maining difference is trivial.®

T o complete the annual series for 1920-38 it is first 
necessary to deduct from the published totals of 
Schedule D gross income the unwanted interest, divi
dends and employment income (items (i) to (hi) on 
p. 129). For the most part the necessary amounts are 
available in the annual Reports but the published figures 
for interest on war securities etc. for 1934/5 fo 1936/7 
were adjusted downwards in the light of the more 
accurate information (which only became available 
after publication o f the relevant Reports) given by the 
unpublished census o f Schedule D assessments taken by 
the Inland Revenue for 1938/9.

The deduction for management expenses arises because 
life insurance companies, and other financial concerns

which derive the greater part of their income from 
investments, are charged to tax by deduction at source 
and so are effectively taxed on their gross income, i.e. 
before deduction of allowable expenses. To remedy this 
they were given relief (under section 33 of the Income 
Tax Act 1918) by repayment of tax on the amount of the 
expenses. This would be relevant to the estimate of the 
profits of the financial concerns (but see pp. 141-3, below) 
but clearly has no connection with the calculation of the 
assessed profits of non-financial trading concerns, even 
where the investment income is derived from 'them 
Equally irrelevant as a deduction from profits (as we 
define them) is the allowance given to taxpayers (under 
Section 36) for payments of bank interest not charged as 
an allowable expense in connection with a business and 
so permitted to be set off against other income.

2 For 1927/8 onwards the standard basis of assessment for 
trading profits was that profits for accounting periods 
ending at any time in say, the year to 5 April 1928 would 
be assessed in the tax year ended 5 April 1929. The 
weighted average terminal date of accounts made up to 
dates ended in the year to 5 April 1928 was fairly close to 
the calendar year 1927. (See, e.g., Bowley and Stamp
[*3*]j P- *8)* Strictly speaking, some correction should 
be made for the fact that for all years except 1936/8 the 
basic source is assessments made in a particular year 
rather than those made for the year. Some of these 
assessments will, therefore, relate to earlier years and some 
assessments for the year will be omitted, but the net 
effect of this is very small. Cf. G. D. N. Worswick and 
D. G. Tipping, Profits in the British Economy, igog~igg8, 
1967, [261], pp. 15-18, and Appendix B, p. 140.

3 See gsnd Report [30], para. 92, p. 55.
 ̂ For these years the total given in the gsnd Report includes, 

as an element in profits, amounts which in effect cover the 
interest paid by building societies and the interest paid 
on loans to local authorities. These amounts form part of 
the figure given in Table 73, p. 73, of the Report and are 
included in the total in Table 40, p. 57.

® There are some small differences between these estimates 
and the broadly comparable figures recently published 
by Worswick and Tipping for the Oxford University 
Institute of Economics and Statistics [261]. Both esti
mates were derived from the same basic Inland Revenue 
material and for 1927 the difference arises from the in
clusion in the present estimate, but not the Oxford In
stitute’s, of so-called unassessed income (i.e. income on 
which tax was in effect collected in the shape of penalties, 
the taxpayer having originally understated or failed to 
declare the income). For 1932 the amount of unassessed 
income was very much smaller and roughly cancels out 
a difference in the calculation of overcharges etc. For 
1936-8 the only difference is the final timing adjustment 
made for the g2nd Report but not followed by the Oxford 
Institute [261, p. 6].

® This statement is based on a comparison of the g2nd 
Report estimates for 1936-8 with others obtained by 
starting from the originally published gross income figures 
for 1937/8 to 1939/40 and making adjustments for these 
years similar to those described below for 1934/5 
1936/7. The average difference over the three years is 

£ l  P-a.

f
I C

7
8
9

10
11

12
*3
14-
*5
16
*7
18
*9
20
21
22

cale 
small 1
Ev-asio

Incom 
less contin 

assess:
New i 
Royal 
Conce 
Farmi 

ME.P.D 
Bant i 
Rent i 
Depre 
Allow 

Lesszsxsst 
Add nation

compa 
23. .\djustmen 

enterp

24. Gross trad

s o u r c e : See

I!
1 !

V B N IV! .



G R O S S  T R A D I N G  P R O F I T S  A N D  I N C O M E  F R O M  S E L F - E M P L O Y M E N T ,  1 9 2 0 -3 8

T A B L E  7.1 D E R I V A T I O N  O F  G R O S S  T R A D I N G  P R O F I T S  O F  C O M P A N I E S ,
P U B L I C  C O R P O R A T I O N S  A N D  L O C A L  A U T H O R I T Y  

T R A D I N G  E N T E R P R I S E S ,  A N D  N O N - F A R M  I N C O M E  F R O M
S E L F - E M P L O Y M E N T ,  S E L E C T E D  Y E A R S ,  1 9 2 0 -3 8

e.

j 9

IS

1 2 .

23

Gross assessment, Schedule D “
Less interest on war securities etc. and income from 

Dominion and foreign securities and possessions® 
Employees
Reductions and discharges

Adjustment for timing and for excess of losses incurred 
over losses allowed
Equals assessed gross trading profits (less losses) in 

calendar year
Add small incomes not assessed 

Evasion
Co-operative societies 
Income from small holdings 

Less continuous or excessive losses not brought into 
assessment
New issue expenses etc.
Royalties, ground rents etc.
Concerns operating outside the U .K.
Farming income assessed under Schedule D 

Add E.P.D., C.P.T. and national defence contribution 
Bank interest etc
Rent of owner-occupied trading property 
Depreciation of mills, factories etc.
Allowance for renewals of plant and machinery 

Less assessed gross grading profit of financial companies 
Add national income estimate of profits of financial 

companies
Adjustment to railways, coal mines and local authority 

enterprises

1922

I5327
160

1927

1,400
200

1932

1.039

33 12

24. Gross trading profits 1,127

1,409
178

1,085

10

1,289

s o u r c e : See text. Income of following year of assessment, i.e. 1923/4, 1928/9, 9̂33/4 9̂39/40-

Secondly, it is necessary to estimate the amount to be 
excluded from the total given in the Reports for ‘ other 
reductions and discharges’ . T he main source for this 
was unpublished Inland Revenue material available 
for each year and relating to the amount allowed for 
management expenses, bank interest and other non
trade deductions; but there are a few items for which 
the estimates depend on freehand interpolation between 
the benchmarks, e.g. for subsequent reductions from the 
original gross assessments on interest or war securities, 
etc.^

For years up to 1922/3 it was also necessary to 
deduct the amounts relating to Southern Ireland and 
this was done on the basis o f the figures for 1922/3 
given for both the United Kingdom  and for Great 
Britain and Northern Ireland in the 68th Report [30, 
P- 83].

[b] Adjustment o f assessed gross trading profits for  
the timing o f assessments and of relief for losses

jg20-ig26

For each year o f assessment up to and including 1926/7 
the basis of assessment for most categories o f Schedule D 
income was the average profits o f the three preceding 
years. There were a few categories for which it was the 
income o f the preceding year and some where it was the

 ̂ The unpublished information available for this purpose 
for 1920-7 was generally more detailed than for later 
years (because certain very useful returns from districts 
were abolished during an economy campaign) and it was, 
fortunately, not necessary to extrapolate any of the items 
in the 1927 benchmark back to 1920, a procedure over 
which there would have been no check.
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average o f the five preceding years. The assessments 
have, therefore, to be converted to a calendar year 
basis. For 1927/8 assessments were in general based on 
the income o f the preceding year, corresponding 
broadly to the calendar year 1926, but the Finance Act 
1926 included transitional provisions which gave firms
the option of assessment on the basis of the three-year 
average.

Fortunately the Inland Revenue had by this date 
begun to assemble large samples o f accounts and 
extracted various data from these, including the final 
profit as assessed for the current and preceding account- 
ing years.^ Work-sheets have survived on which the 
summaries o f these sample profits were cast into the 
form of index numbers for each of 37 trade groupsj 
and the indices were subsequently used to interpolate 
between the benchmark which became available for 
^928/9 and a corresponding existing benchmark for 
1911/12. The annual series were then further adjusted 
with a note explaining that this was done in the light 
o f a reconciliation with the aggregate profits as published 
in the Reports. This reconciliation allowed for the 
averaging of the assessments; the interest and other 
income not covered by the 196-6 samples; the effect 
on timing o f the special relief for losses given under 
Section 34 o f the Income T ax A ct i g i S f  and the fact 
that the published figures for 1924/5 and 1925/6 in
cluded small amounts of income which were really a 
much delayed assessment o f profits arising in the 
depressed years 1921/2 and 1922/3.

This adjusted series was never published (or even 
typed) and was presumably constructed solely for 
internal Inland Revenue purposes. As the actual re
conciliation was not available to me it seemed advisable 
to check the adjusted annual series against the 
scrambled series o f total assessed gross trading profits 
constructed in stage (a). For this it was necessary to 
convert each trade group in the unpublished series 
into its appropriate scrambled (preceding year, three- 
year or five-year average) form, and to allow for the 
effect o f Section 34  ̂ and for the fact that the annual 
series were net of wear and tear allowances and did not 
include the ‘ unassessed incom e’ (see p. 130, n. 5). 
When this was done the reconciliation proved to be 
extremely satisfactory, with a discrepancy of more 
than 2 %  in only one year (1922/3, 4 % ) .  It was, there
fore, only necessary to make a few very minor adjust
ments, to add back the wear and tear allowances and 
include the unassessed income, and thus arrive at a 
reliable calendar year series both for total gross trading 
profits and for profits in each o f 37 trade groups. The 
separate trade group series reappear below in stage (c) 
of this exercise.

I N C O M E  F R O M  S E L F - E M P L O Y M E N T

1927-1938

For this period the basic time reference for the year of 
assessment was the profit of the preceding accounting 
year, and as noted on p. 130, n. 2, above, this corresponds 
broadly to a calendar year so that there is no problem 
of unravelling the assessments. It is, however, necessary 
to take account o f the new method whereby relief for 
losses could be obtained. Under Section 33 of the 
Finance A ct 1926 a loss not otherwise relieved could 
be carried forward and set off against the next assess
ment on the same business for the six following years. 
In consequence, the assessments reflect the amount of

 ̂ Sample returns from districts were collected by Somerset 
House from about 1908. From the early 1920s these took 
on a more systematic form and an annual statement of 
liability (form 196-6) was required for all concerns (cor
porate and non-corporate) with profits over ^2,000. 
Even if profits subsequently dropped below this level the 
districts were supposed to continue sending in a 196-6 
form. In addition to the basic information on profits (and 
losses) the 196-6S were used at various times to collect 
other information, particularly for companies; see, for 
example. Chapter 3.3. For a general comment on the 
scope and reliability of the 196—6 returns see p. 134, 
below.

 ̂ Under Section 34 a concern which sustained a business 
loss was able to recover an amount, equal to the tax on 
the loss, in the year in which the loss was incurred. The 
effect of this on the assessments, as compared with the 
standard procedure for dealing with losses, can be seen 
from the following example:

Actual
profit

or
loss

Assessed on the average of 
the 3 preceding years, {£)

With no 
relief 
under

With relief
given
under

Year {£) Section 34 Section 34

I 10
2 35
3 30
4 40 25 25
5 -3 0 35 5 [35-loss of 30]
6 20 13^ 23H^ (30-H40+nil)]
7 25 10 20 (40+niI-|-2o)]
8 5 15 [J (nil-f-20+ 25)]

In neither case was there any provision for losses to be 
carried forward if they exceeded the profits available for 
set-off in any year. (See p. 138, below, for an adjustment 
for this factor and for the cases where a firm had a series 
of losses so that there was no profit against which the 
losses could be offset).
The amount of relief actually given under Section 34 is 
available from 1921/2 onwards in the Inland Revenue 
files and it was thus possible to carry out the necessary 
reconciliation procedure.

■ 0rr«̂ ’ .

fo
e a

^  itfits-

1 o > y . ** 

found to c o n ^

T h e s

L from a large
a p ro fito f£ 2.oo( 

accounting ponn
37 trade groups, 
^ e d  fonvard t 
future assessment
up by a factor < 
trade group (see 
spending sam ple 
This w'as done sef 
groups,  ̂ and for 
prises. It was thei
approximation tc
in each trade gro

Loss carried 
P lu s  loss in ci 
L e s s  loss alio
E q u a ls  loss G

From this it 
less loss incuj 
less loss alloA 
loss carried ; 
of the year.

The main 
profits in eai
A s m .,  and 

£10 m
Increased by 

9̂38, and th( 
tins adjust

added on}

1“ ti
'  ®am referrpj

to

®dividu



G R O S S  T R A D I N G  P R O F I T S  A N D  I N C O M E  F R O M  S E L F - E M P L O Y M E N T ,  1 9 2 0 -3 8

a business 
the tax on 

iirred. The 
d  with the 
an be seen

loss allowed  ̂ whereas we are interested in the loss 
incurred. In a period o f trade depression losses incurred 
will exceed those allowed and the assessed profits will 
overstate the true position; during the recovery losses 
carried forward and allowed will exceed those incurred 
and the assessed series will understate the level o f pro
fits. It seemed likely that this phenomenon could have 
had a serious effect in dampening the actual fluctua
tions during the cycle o f 1929-32-37, and so an attempt 
was made to adjust for this.

Fortunately the Inland Revenue archives were 
found to contain information gathered from the 196-6 
returns which provided the basis for the necessary 
correction. T he summaries compiled from these forms 
(i.e. from a large sample o f concerns which had made 
a profit o f £2,000 or more in any year) showed for each 
accounting period from 1927/8 onwards, for each of 
37 trade groups, the amount o f loss available to be 
carried forward from previous years and set o ff against 
future assessments. These sample figures were grossed- 
up by a factor derived from the total profit for the 
trade group (see part (c), p. 135, below) and the corre
sponding sample profit as given by the 196-6 form. 
This was done separately each year for each o f the trade 
groups,^ and for corporate and non-corporate enter
prises. It was then possible to get a reasonably accurate 
approximation to the actual losses incurred each year 
in each trade group by means o f the equation

Loss carried forward at end o f previous year
Plus loss incurred during year
Less loss allowed during year
Equals loss carried forward at end o f year

From this it follows that the required series for profit 
less loss incurred is equal to the assessed series o f profit 
less loss allowed minus the increase in the amount of 
loss carried forward between the beginning and end 
of the year.

The main effect o f this correction was to reduce 
profits in each o f the years 1931 and 1932 by some 
£45 m., and to increase them in 1936 and 1937 by 
about £ 10  m. Losses available to be carried forward 
increased by over £100 m. over the period 1927 to 
1938, and therefore the total sum deducted as a result 
of this adjustment exceeded by this amount the sum 
added on.®

(c) Allocation o f the adjusted gross trading profits 
to trade groups classified according to the IQ48 S.LC.

U p to this point the description o f the estimates has in 
the main referred to estimates of total profit. It is now 
convenient to introduce the corresponding estimates 
made for individual trade groups. As with the total

estimates it was first necessary to estimate assessed 
gross trading profits and then to adjust for timing and 
for the treatment o f losses. The estimates in these first 
two stages were based on the Inland Revenue trade 
classification; despite the additional margin of error 
involved it was thought worthwhile to process the esti
mates one stage further and reclassify the data accord
ing to the orders of the 1948 Standard Industrial Classifi

cation [76].
In the inter-war period the Inland Revenue used the 

following three versions o f one basic trade classification: 
a very broad division into 12 groups designated by 
letter, a finer division into 37 groups designated by 
number, and an even more detailed breakdown with 
more than 100 groups designated by letter and number. 
It is this last classification which is used, with minor 
modifications, in the Oxford Institute study [261, 
Appendix A, pp. 136-40]; but for our purpose it was 
for the most part only possible to use the 37 group 
classification. Though the degree o f detail differs, the 
basic principles are the same, and the present series are 
subject to the reservations noted by the Oxford Institute 
[261, pp. 18-21]. In particular, where individual com
panies carried on more than one activity the income was 
allocated in total to the trade in which the company 
was mainly engaged. The main effect o f this procedure 
is probably to have increased distribution at the 
expense o f manufacturing.^

1 Grossing-up each trade group separately gives a more 
accurate estimate and the separate series were in any event 
needed for the following stage of the exercise.

2 Strictly speaking the equation should include a term for 
losses ceasing to be available for set-off against future 
assessments because the six-year time limit had expired 
but for several reasons this was not a significant aspect and 
can be neglected. It is also possible that the sample data 
may understate total losses (since firms with persistent 
losses would not be covered by the 196-6$) and a rough 
allowance is made for this on p. 138 below.

® There were two other forms of relief for losses which 
should be noted. Firstly, losses made by one business could 
be set off (under rule 13) against a profit made in another 
business under the same ownership. This could effect the 
allocation of total profits by trade group but the amount of 
such transfers between different trade groups is believed 
to be small [261, p. 10]. Secondly, Section 34 continued 
in force after the transition to the preceding year basis of 
assessment and where relief was obtained in this way 
(rather than by carrying the loss forward under Section 33) 
the true timing of the assessed profits and losses would be 
distorted. However, information from the 196-6 returns 
is available for the 1930s for a sample of concerns in cer
tain trade groups showing profits before and after adjust
ment for loss relief under Section 34 and this suggests that 
the amounts involved were not large.

 ̂ Cf. g2nd Report̂  [30] > para. 95, p.56.
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Quite apart from this problem of concerns which 
carried on two or more trades there are some significant 
problems involved in allocating the 37 trade groups of 
the inter-war Inland Revenue classification to one or
other of the 24 orders (or narrower minimum list 
headings) of the Standard Industrial Classification 
drawn up by the C .S.O . in 1948 and used elsewhere 
in this volume (for example, for wages and salaries) 
for the period 1920-38. The most important o f the dif
ferences between the two systems is the classification 
by the Inland Revenue as retail distribution o f con
cerns which on the 1948 S.I.C . would be variously 
classified as building and contracting, manufacturing 
(particularly food, clothing and engineering) or services. 
There are also numerous smaller discrepancies: for 
example, in the 1948 S.I.G. Order vii. Vehicles, covers 
not only the Inland Revenue categories o f railway 
carriage, wagon and tramcar building (C.6) plus cycle 
and motor trades (G.7) but also the manufacture of 
vehicle components and o f carts and carriages, which 
the Inland Revenue classified as engineering (G.3) and 
timber trades (D.19) respectively. It further includes all 
repair work on cars, buses etc., which was allocated by 
the Inland Revenue to semi-industrial retail distribu
tion (£.4) or road transport (£.4). Each o f these addi
tional items is fairly small but the combined effect is 
a significant increase in the overall 1948 S.I.G. estimate 
o f profits in the vehicles industry.

For the five benchmark years discussed in stage {a) 
above estimates o f the assessed gross trading profits 
were immediately available for the 37 trade groups.^ 
For 1920-6 the adjusted annual series (p. 132, above) 
for each o f the 37 trade groups has already been de
scribed and nothing further is required.

For 1928-31 and 1933-5 was necessary to inter
polate between the 1927, 1932 and 1936 benchmarks, 
and for the majority o f trade groups^ I again relied on 
the sample data available from the annual summaries 
o f profits in the current and preceding year compiled 
from the 196-6 forms. The movements of these samples 
have been described by Hart as ‘ perverse’ and ‘ idio
syncratic’ [174, pp. 3^~9] but on close scrutiny of the 
series this verdict does not appear to me to be justified. 
Moreover, the 196-6 returns possess three major 
advantages as compared with the samples o f published 
company accounts previously used for the inter-war 
period:

(i) They are based on accounts which have all been 
carefully processed by the tax inspectors and so 
must be consistent with regard to the treatment 
of such items as tax, debenture interest, depre
ciation and transfers from reserves. The original 
company accounts published before the coming

c  i '

•  ^ I

. ( ‘V-
%  ^

into force of the 1948 Gompanies Act were, by
contrast, extremely inconsistent in their treat
ment of these items.^

(ii) They provide very much larger samples than 
are otherwise available: roughly 35,000 con
cerns, accounting for 40-50 %  of the assessed 
gross profits of companies (excluding railways 
and public utilities), and about 20%  o f non
corporate profits.^ This may be compared with 
the 2,300 companies whose accounts were 
collected and summarised by The Economist  ̂and 
the sample of less than 350 companies used by
Hart [174, pp. 90-1] for all manufacturing and 
distribution.

(iii) They are a much more representative sample 
since they cover not only companies but also 
the accounts of individuals and firms (in 
roughly equal numbers): and also because the 
size range covered is much wider -  reaching 
down to a minimum of ;^2,ooo -  which is well 
below the profits o f the large companies for 
which accounts are generally available.

Thus even though the returns may be incomplete 
(e.g. if  there was a long delay in agreeing the assessment 
the 196-6 may have been omitted) and may be dis
torted by such factors as the acquisition o f companies 
below the £2,000 limit they almost certainly provide 
a reasonable basis for interpolation.

The 196—6 summaries were used to interpolate be
tween 1927 and 1932 and between 1932 and 1936 and 
this procedure was subject to a two-stage process of 
correction. Firstly, an adjustment factor was calculated 
separately for each trade group for each year (working 
separately with corporate and non-corporate enter
prises) on the basis o f the extent to which the first 
approximation for the end year (1932 or 1936) fell above 
or below the corresponding benchmark.® Secondly,

 ̂ The figures as published for 1936-8 in the g2nd Report 
are classified according to the 1948 S.I.C. but the original 
figures from which these were derived were classified on 
the old Inland Revenue basis and it is these which were 
used at this stage in the exercise.

2 The exceptions relate mainly to the railways and public 
utilities for which comprehensive published data were 
generally available. See pp. 144 and 150-1 below.

 ̂ Gf. Hart [174], pp. 41-2. See also the comments in The 
Economist̂  25 May 1940, p. 936.

* The coverage is particularly poor for retail distribution (as 
classified by the Inland Revenue); excluding this trade 
group it would be about 30 % of non-corporate profits.

® See, in particular, the article by Hargreaves Parkinson in 
the issue for 17 December 1938, p. 597.

® This is the standard interpolation procedure described on 
p. 34, n. 3, above.
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all those trade groups in which this initial dis
crepancy was both more than m. and more than 
10 %  of the benchmark were subject to a further pro
portionate adjustment each year. This represents the 
correction factor required to make the year’s total for 
these trade groups, plus the total for the remaining 
groups not subject to further adjustment, equal to the total 
for the year as estimated in part (b) above and there 
is thus only one such factor for all groups for each year.

The amount o f loss available to be carried forward 
at the end o f each year has already been estimated 
(pp. 132-3, above) for each o f the 37 trade groups; 
and the assessed series o f profits less losses allowed could 
be adjusted each year to reflect profits less losses in
curred for each trade group by deducting the increase 
in the loss available to be carried forward.

For the final task o f reclassifying the 37 trade groups 
in accordance with the 1948 S .I.C . three documents 
were available, each showing the percentages in which 
the old groups would be divided among the new S .L C . 
groups. For 1936-8 the Inland Revenue had prepared 
two different conversion tables. T he first was used for 
the gsnd Report and was based principally on the re
allocation o f the old trade groups in the proportions 
indicated by the detailed data on profits available from 
the 1935 Census o f Production. T he second was pre
pared for the tables on companies’ costs and appro
priation o f income in the g4^h Report and where it differs 
from the first is more reliable since it was obtained by 
a detailed reclassification on the basis o f the 1948 S.I.C . 
of each concern (or in some cases o f a sample o f con
cerns) for which a 196-6 return was available. The 
third conversion table was made in 195^ profits
of 1927 and was again based on a detailed reclassifica
tion of all 196-6 returns.

The process o f conversion to the new basis can be 
summarised as follows: for 22 o f the 37 old trade 
groups no splitting was needed and each could be 
allocated in total to one o f the new S .L C . orders or 
minimum list headings (although it did not necessarily 
constitute the whole of a new group). For the remaining 
15 old trade groups a good deal of sub-division was 
necessary. A  first step was to move down from this level 
to the finer Inland Revenue classification and some of 
these finer groups again corresponded exactly with all 
or part of one of the new groups. For example, the old 
trade group number 19 covered paper, printing, pub
lishing, stationery etc., and this was sub-divided in the 
finer Inland Revenue classification into D1 5 ,  D16,  
D 1 7  and D18.  D 15-17  belongs entirely to Order x v  
of the 1948 S.I.C . D18,  however, consists partly of 
income which should be classified to Order X V  and 
partly of other categories (Orders IV , IX  and X V I) and

was split in the proportions shown by the conversion

tables for 1927 and 1936-8.
The first stage of this division o f the 15 trade groups 

into the (40) sub-groups was based on the detailed 
breakdown available for the five benchmark years, and 
for 1928-31 and 1933-5 it was possible in most cases 
to interpolate on the basis o f summaries of the 196-6 
returns which for this period had been classified both 
on the 37 groups and on the finer basis. For 1920—6 the 
sub-division was much more approximate and it was 
often necessary to assume that each o f the components 
moved in the same way as the trade group total. The 
further division of the sub-groups in those 15 cases 
(such as group D 18) where it was necessary was made 
in the same proportions each year if  there was no sig
nificant difference between the proportions shown for 
1927 and for 1936-8; or by interpolation between the 
1927 and 1936—8 ratios where there was a clear 
indication o f a trend. In general, the 1927 percentages 
were applied for the whole period 1920-7.

T he end result o f all this reallocation was a series of 
profits for 34 orders or minimum list headings in the 
1948 S .L C ., 15 in manufacturing and 19 in other in
dustries and services, including concerns operating 
abroad. This was thought to be the maximum sub
division possible without resorting to an unacceptable 
degree o f approximation in reclassification and in 
interpolation between the benchmarks. After further 
adjustment in parts {d) to (/) below (including the 
exclusion o f concerns operating abroad) the individual 
series are given in Tables 26—8. For T able 27 the 
detailed series for manufacturing and other industries 
have been grouped so as to show sub-tc*^als which are 
appreciably more reliable than the components; for 
example, the interpolation between benchmarks can 
be performed much more accurately for the combined 
metal manufacture and engineering group than for the 
separate components, and there will also be fewer 
errors in the transition to the new classification at the 
more aggregate level. A  classification o f profits by both 
industry and type o f enterprise is given for two years 
(1927 and 1937) in T able 30, and since these are bench
mark years it is possible to use a more detailed classifica
tion, including 20 separate manufacturing industries.

[d) Additions for income not covered by the tax assessments

W e have now proceeded as far as it is possible to go on 
the basis o f the income assessed for tax purposes and it 
is necessary to complete the estimates by means o f a

 ̂ The average annual adjustment required in this second 
stage (ignoring sign) was 3.3 % and the largest correction 
was - 6 . 3 %  in 1934.
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variety of additions and amendments. The first batch 
o f these consists of five items not covered by the assess
ments: small incomes not assesssed for tax; income 
evading taxation; income of co-operative societies; 
incomes from small holdings, and continuous losses not 
brought into the assessments.

Small incomes not assessed for tax

U p to 1919/20 a bachelor was entitled to total exemp
tion from tax if his income did not exceed a specified 
figure (for 1919/20 it was £130). From 1920/21 on
wards there was no formal exemption limit specified in 
the Finance Acts and in principle all trading profits 
were liable to be assessed. However, the new provisions 
for earned income relief and personal allowances 
created an effective limit below which no tax was payable 
by persons.^ The precise limit would depend on whether 
or not the person was married, the number o f children, 
and so on. The lowest effective limit, applicable to a 
bachelor, varied over the inter-war period as follows:

Assessment Income all

Income 
all from 

investment and
years earned {£) property {£)

1920/1 to 1924/5 150 135
1925/6 to 1930/1 162 135
1931/2 to 1939/40 125 100

In the case of an income partly earned and partly from 
property the effective exemption limit for a bachelor 
would lie between these figures, the exact point de
pending on the relative amounts o f earned and invest
ment income. Thus someone with an earned income
slightly below the limit would nevertheless be liable for 
tax if  his income from all sources was above the effective 
limit for his combined income, and the earned income 
would already be included in the assessed trading profits.

For the year o f assessment 1928/9 there is an un
published Inland Revenue classification o f assessments 
by size which shows a total gross assessment of,^ 18.5 m. 
from 219,000 assessments on individuals and firms in 
the range o f It is clear from this and other
evidence that many small unincorporated businesses 
were assessed even where the income was well below
the minimum exemption limit. This would be neces
sary because, for example, the profits from these small 
firms were known or suspected to be only part of the 
income of the man -  or man and wife -  in question. 
Equally, however, there would be other cases where the 
profits were not assessed because it was known that no 
tax would be payable.

In order to estimate the aggregate income from self- 
employment of persons with earned income not assessed 
we require estimates of (i) the total number of non-farm 
self-employed (employers and independent workers), 
(ii) the number assessed for tax, and (iii) the average 
earned income of those not assessed. Three benchmark 
estimates of (i) are given in the top part of Table 7.2; 
the figures for 1921 and 1931 are derived mainly from 
the Census of Population, and 1938 is based on esti
mates by H. Frankel.^ This suggests a slow rise over the

T A B L E  7.2 N U M B E R  O F  U N A S S E S S E D  
N O N - F A R M  S E L F - E M P L O Y E D  P E R S O N S

(thousands)

(i) Total number of non farm self-employed
1921 1931 1938

I . Employers -  Great Britain 735 749 760
2. Independent workers -  Great 

Britain
1,207 1,272 1,300

3- Employers and independent 
workers -  Northern Ireland

118 II8 118

4. Total self-employed -  Great 
Britain and Northern Ireland

2,060 2*139 2,178

5- Less farmers 383 362 360
6. Less fishermen, nurses etc. 25 25 25

7- Equals non-farm self-employed 
persons

1*652 i>752 1*793

(ii) Number of unassessed non-farm self-employed
1927 1932 1937

8. Number of non-farm self- 
employed

1,710 1*755 1*785

9- Less self-employed ‘ persons’ 
assessed Schedule D

1,065 1*115 1*135

10. Equals number unassessed 645 640 650

2:

3:

s o u r c e : R ow I : Chapman [146],p. 37 (noteo) andp. 40,
Table 21.
Census of Population̂  1921 and 1931, and 
Chapman [146], p. 40, Table 21.
Census of Population of Northern Ireland, 
1926 [41 (</)].
F. D. W. Taylor, [252], p. 40.
These groups are treated by Chapman as 
employees; see [146], p. 37, notes m, n 
and o.
Interpolation betw'een estimates in row 7. 
See text.

5:
6 :

8 :

9:

2
3

None of these allowances applied to corporate enterprises 
and they would generally be assessed even in years when 
they made little or no profit (or a loss).
See Worswick and Tipping [261], p. 23 and also pp. 13-14. 
H. Frankel, ‘ The Industrial Distribution of the Population 
of Great Britain in July, I939^ J  Statist. Soc. cvmi 1945 
[164].
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inter-war period in the number o f non-farm self- 
employed, and the intervening years were filled in by 
linear interpolation.

New information regarding the numbers paying tax 
is given for 1927 in the W orswick and Tipping study 
[261, Appendix E, pp. 147-55]. There were 815,000 
assessments on individuals and 107,000 on firms, and 
the number o f partners in these firms was 250,000, 
i.e. an average o f 2.34 per firm. This gives a total of 
1,065,000 assessed self-employed ‘ persons’ .̂  T he num
ber o f assessments on individuals and firms is also 
known for 1932 and 1937 (from the unpublished cen
suses o f assessments) and by assuming that the average 
number o f partners per firm was the same as in 1927 it 
is possible to estimate the number o f self-employed ‘ per
sons’ assessed in these years. These estimates are used 
in the lower part o f T able 7.2 to derive the estimated 
number not assessed; and estimates for the remaining 
years were made by reference to the trend in the total 
number o f non-farm self-employed and tlie changes in 
the allowances which affected the lim it below which
there was exemption from tax.^

There is very little information on average incomes. 
The average gross assessment o f the 219,000 persons 
caught in the 1927 assessment was £85. O n the basis 
o f a sample enquiry into the earnings o f independent 
workers (made by H. J. Parker in the course o f the 
Social Survey o f Merseyside) Colin Clark^ estimated that 
the average earnings o f those below the minimum limit 
of £ 125 were £72;  and that with limits o f £150 and 
£162 the average earnings given by the same fre
quency distribution would be £86 and £92 respectively 
[149, p. 79]. Bowley and Stam p [131, p. 17] suggested 
a httle over £100 when the limit was £150;  and Bowley 
[134, p. 79] used £83 for 1931 with the limit at £125. 
I have taken £100 for 1927 and £80 for 1931 and extra
polated by reference to the movement in wages and the 
changes in the minimum exemption limit. The final 
estimate o f the total income not assessed fluctuates 
between £75 m. (in 1920) and £51 m. (in 1933).

As a basis for a rough allocation o f this total the 
number o f self-employed persons assessed to tax in 
1927 in the main trade groups [261, Appendix E] was 
compared with the 1921 and 193  ̂ Census of Population 
figures of the total number o f self-employed in the 
corresponding trades. Roughly 40 %  was allocated to 
manufacturing (particularly clothing), 30 %  to retail 
distribution and the balance to building, road trans
port, professions and hotels and other services.

Evasion and Fraud

It is naturally exceedingly difficult to get even a 
moderately reliable indication of the amount o f income

evading taxation by a variety o f techniques ranging 
from the one extreme o f failure to declare minor sources 
o f income through under-statement o f cash takings by 
small businesses to the other extreme o f deliberate fraud.

Lord Stamp gave his careful attention to this prob
lem before the 1914-18 war [247, pp. 315-24] and later 
heard all the evidence on this point as a member o f the 
Royal Commission on the Income T a x  o f 1920.'* For 
1924 he suggested a figure o f £ 7 5 m .  ± i 5 m .  [131, 
p. 17]; this would represent an addition o f 18 %  to the 
estimate o f assessed non-corporate gross trading profits.^ 
W riting at a later date with reference to the years 1928 
and 1935 he expressed the view that evasion was un
likely to exceed 1 5 %  ‘ over the area in which it can 
reasonably exist’ ; this area was not precisely defined 
by Stamp but was broadly identified as unincorporated 
businesses and small companies.®

The number of assessments does not correspond exactly 
with the number of persons for various reasons, e.g. per
sons making a loss would be omitted, and a husband and 
wife might be treated as ‘ one person’, but on the other 
hand a trader engaged in more than one branch of activity 
might, if he wished, be assessed separately in respect of 
each activity [261, p. 148].
The resulting estimate of 615,000 for 1924 agrees remark
ably well with the estimate of 620,000 (100,000 employers 
and 520,000 independent workers) arrived at by Bowley 
and Stamp [131, p. 26] by an entirely different route; and 
for 1931 the present estimate of 640,000 is consistent with 
Bowley’s figure of 600,000 for independent workers only 
[134, p, 79] but is considerably higher than Colin Clark’s 
estimate of 440,000 independent workers [149, p. 34]. 
Colin Clark, ‘ Further Data on the National Income’,
Economic Journal, x l iv , 1934 [148], PP- 385- 7- 
See Report of the Royal Commission on the Income Tax, Cmd. 
615, 1920 [52], pp. 135, and Minutes of Evidence, 1919, 
Gmd. 288. Stamp was easily able to knock down some of 
the higher estimates of the extent of evasion (see Q,. i i ,  
1 13-33) and was generally keen to show that the amount 
was much less than was often supposed. For useful evidence 
by a Chief Inspector of Taxes (E. Stanford, London) see 
Q̂ . 12,376-769. See also A. Victor Tranter, Evasion in 
Taxation, 1929 [255].
Stamp’s estimate applied to all sources of income but there 
was little scope for evasion except under Schedule D. 
Evasion and fraud was not, of course, confined exclusively 
to non-corporate concerns but the opportunities were very 
much less for companies. In part ( )̂ below an arbitrary 
10 %  of the total is in fact allotted to the corporate sector. 
The National Capital, 1937 [248], p. 27. In this study Stamp 
suggested an addition of 5 % to cover both evasion and the 
assets of firms making losses but this ratio was applied to 
the value of the assets and is not relevant as a guide to the 
amount of income since the multiplier applied to income by 
Stamp was very much lower for individuals and firms than 
for companies. The same applies to the estimates of 2 %  in 
1928 and 3 %  in 1935 quoted by H. Campion, Public and 
Private Property in Great Britain, 1939, [<44]» P- 58-

'i
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There are numerous references to the problem of 
evasion and fraud in the annual inter-war Reports and 
Minutes o f Evidence taken before the Select Committee 
o f Public Accounts, but no attempt was made to 
estimate the overall amount of income escaping 
assessment.

It can, however, be roughly estimated that the 
current Blue Book estimate of evasion for income from
self-employment in 1938 is o f the order of £120 m.,i 
which would be 3 7 %  of the assessed non-corporate 
gross profits. This seemed to me to be slightly on the 
high side in the light o f Stam p’s estimates but it does 
seem plausible that evasion should have risen over the 
period as tax rates increased and I have taken m. 
(18%) in 1924 and £100  m. (30%) in 1938, assumed 
a linear increase in the percentage between these 
years and applied this rate to the annual estimates 
for assessed non-corporate gross trading profits.^ It was 
further assumed that the amount o f evasion was higher 
in the immediate post-war years than in 1924.^

A  very arbitrary allocation o f this very arbitrary 
total was then made in the light o f the Oxford Institute 
figures [261, Appendix E] for the numbers o f self- 
employed persons assessed under Schedule D. 80%  of 
the total was allocated to three trade groups: retail 
distribution, hotels, inns and other services and pro
fessions, and the remainder was divided between build
ing and various manufacturing industries.

Co-operative societies

For many years the trading surplus o f co-operative 
societies was not subject to tax despite the complaints 
o f private traders, but the Finance A ct 1933 amended 
the law so that they were assessed at the standard rate 
on the amount of their retained profits plus share and 
loan interest, i.e. amounts paid in dividends continued 
to be exempt. For 1920-31 it is therefore necessary to 
add on the total surplus of retail, wholesale and other 
co-operative societies, and from 1932 (the first assess
ment year under the new arrangement being 1933/4) 
to 1938 only the amount o f the dividend must be 
included.^ The series for retail co-ops was allocated to 
retail distribution and the balance to wholesale 
distribution.

Income from small holdings

The income from gardens and holdings of less than one 
acre would not appear in the tax assessments and is also 
excluded from the estimate o f income from farming in 
Chapter 2.2 (see p. 38, above). The value of the output 
of small holdings, allotments and market gardens was 
estimated by Stone and Rowe [249, i] for meat, eggs,

fruit and vegetables, but most of this produce was 
consumed by the growers and in the present estimates 
IS not treated as part of consumers’ expenditure (see 
p. 45, above) or of personal income. The balance was, 
however, sold, and an estimate (based on Stone and 
Rowe) o f the income from these sales has been added to 
other income from self-employment. This is in accord- 
ance with C .S.O . procedure [73, p. 147].

Continuous or excessive losses not brought into assessment

As has been noted there were various systems by which 
losses could be set off against the profits of another year 
or of another enterprise under the same ownership. 
Where, however, firms made continuous losses over
a run of years, so that there was no profit against which 
to offset the losses, the total of assessed profit would be 
too high as a basis for national income estimates; and 
under the system in force prior to the Finance Act 1926 
(see p. 132, above) there was no provision for carrying 
forward losses in excess of the profits available for set-off 
in any one year. Stamp suggested £50 m. for this and 
certain other minor items in 1924 [131, p. 17]; and had 
earlier proposed a sum of £ 16  m. for the pre-1914 
period [247, pp. 181-6].

With no more than this to go on, a token deduction 
has been made in the present estimates, beginning at 
;^3o m. in each o f the years 1920-4 and declining to 
£20 m. in 1925-7, then to ^ 1̂5 m. for 1928-33, and 
finally, with the recovery in trade, to ;£‘io m. by the 
end o f the thirties.^ The deduction is lower from 1928 
onwards because of the change in tax treatment of 
losses and because the correction made for losses in
curred (as opposed to losses allowed for tax purposes) 
on p. 133, above, already includes a sizeable deduction 
from the assessed series. Some further deduction is still
required, however, since, as noted on p. 133, n. 2, the 
correction may understate the losses incurred.

It is only possible to guess at the allocation by type 
o f enterprise and by industry, but for the latter there is 
no attempt to go beyond the broad industrial groups 
in Table 26.

 ̂ This can be deduced from a comparison of the gross true 
income of individuals and firms as given in the g2nd Report, 
Table 40, with the Blue Book estimate of income from self- 
employment, after allowing for my estimate of income 
below the exemption limit and certain other adjustments.

 ̂ See pp. 145-7, below.
2 Cf. Stamp [248], p. 26.
 ̂ The figures were obtained from the Report of the Chief Regis

trar of Friendly Societies, Pt. 3, Industrial and Provident 
Societies [28].

 ̂ The figure for 1927 includes an adjustment £10 m. for 
coal mines referred to on p. 144-5 below.
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(̂ ) Adjustments to obtain estimates corresponding to 
national accounting concepts and definitions

There are some nine adjustments wliich must be made 
in order to move from the tax-based concept o f assessed 
gross trading profit to a national accounts concept as 
defined in Chapter 7.0. It is necessary to deduct from 
assessed profits certain financial charges, royalties, long 
lease rents etc., the profits o f British concerns operating 
outside the United Kingdom , and the small fraction of 
farming income assessed under Schedule D ; to add back 
taxes such as the excess profits duty and national 
defence contribution, bank interest, imputed rents of 
owner-occupied trading property, and amounts allowed 
for repairs and renewals; and to adjust the estimated 
profits of financial concerns.

The reasons for, and source of, each o f these adjust
ments is explained below:

Ĵ ew issue expenses etc.

Expenditure incurred in connection with the formation 
o f a company or an increase in its share or loan capital 
is not allowed as a deduction in calculating profits for 
income tax, but is treated as an operating expense by 
the C .S .O . [73, p. 224]. A n  estimate o f m. is avail
able for 1938 and was extrapolated back to 1920 by 
means o f the M idland Bank series for new issues for 
production, trade, transport and finance.^ This series 
has been allocated to the main industrial orders 
(Table 26) but not to the individual trade groups in 
Tables 27, 28 and 30.

Royalties, ground jents etc.

As part of the Inland Revenue system o f collection of 
tax at the source items such as patent royalties and 
ground rents are not deductible in computing profits 
for income tax purposes.^ T h ey should, however, be 
treated as an operating-expense for our purpose.

For 1927, 1930-2 and 1934-8 the information on 
companies’ appropriation o f income which is discussed 
in detail in Chapter 3.3 above provides data on royal
ties etc. paid, and from this the necessary estimates can 
be derived for each industry. This data covers only com
panies and a small addition (10%)  was made to allow 
for non-corporate enterprises. Missing years were esti
mated by freehand interpolation and extrapolation, 
except for the important case o f coal mining, where the 
series given in the Annual Report of the Secretary for Mines 
[14] was used.

Concerns operating outside the United Kingdom

The tax assessments cover the profits of all concerns 
which are resident in the United Kingdom  (basically

those for which the central management and control 
are located in this country) irrespective o f whether the 
profits are earned from trading at home or abroad. For 
the national income estimates, however, it is necessary 
to measure separately the gross trading profit o f con
cerns operating in the United Kingdom  as it is this 
concept which forms part o f the gross domestic product.^ 

O ne o f the industry groups distinguished in part (c) 
above was British concerns operating outside the United 
Kingdom  and it is this series which is deducted from 
the total. It should be noted that for the purpose o f this 
classification each subsidiary com pany was considered 
separately by the Inland Revenue; but the series covers 
only the profits of concerns (railways, mining, oil, plan
tations etc.) which were clearly identifiable as ‘ operat
ing mainly abroad ’. The overseas share o f profits of 
concerns which traded mainly at home but also carried 
on trading operations abroad (e.g. by means o f an over
seas branch) is not known and such concerns are in 
effect treated as operating in the United Kingdom.*

Farming income

Most farming income was assessed under Schedule B 
and so is not covered by the assessed gross trading 
profits, but a few farmers were assessed under 
Schedule D, and were classified as a separate minimum 
list heading in part (c) above. Since all farming income 
is covered in full in Chapter 2.2 it is necessary to remove 
the Schedule D  assessments in order to avoid double
counting.

Excess profits duty and other taxes

Income tax itself is not allowed as a deduction from 
profits for the purpose o f com puting tax liability, but 
the excess profits duty (E.P.D .), corporation profits tax 
(C .P .T .) and national defence contribution (N .D .C.) 
were all allowable deductions and the Schedule D 
assessments would exclude payments o f these taxes and 
include amounts repaid. The payments o f E .P.D .,

1 R. F. Henderson, The New Issue Market and the Finance of 
Industry, 1951 [176], pp. 157-61.

2 The taxpayer recoups the tax on such items when he pays 
the royalty, rent etc. since he is entitled to deduct tax at 
the standard rate from the amount paid. The royalties etc. 
thus appear in the Inland Revenue data as part of the 
income of the enterprise paying and do not appear in the 
income of the recipient enterprise.

3 Profits and other property income from abroad represent 
an element in the gross national product and are treated 
separately (see Chapter 6). They are also covered in the 
corporate appropriation account in Chapter 3.3, but this 
does not affect the estimates of domestic income.

 ̂ See Chapter 6.0 for further discussion of this issue, and also 
Worswick and Tipping [261], Gh. 5.
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C .P .T . and N .D .C., have, therefore, to be added back 
and the repayments o f E.P.D. have to be deducted.

For E.P.D. and C .P .T . the Inland Revenue have 
kindly supplied an estimate (made in 1927) of the 
amounts accruing and amounts due to be repaid each 
year from 1914 onwards.^ For the period with which 
we are here concerned, the net effect o f payments of 
E.P.D. was to lower the assessed gross trading profit 
for 1920 by ;Fio5 while for 1921 to 1923 the effect 
of repayments o f E.P.D. in excess o f payments of 
E.P.D. and C .P .T . was to raise the assessed series by 
£20 m., ;^6o m. and £ i S m .  respectively. Thereafter 
the net sums involved are very small.

There is insufficient information available on which 
to base an allocation o f these amounts by industry and 
it is shown as a global deduction at the foot of Table 26. 
In view of the uneven incidence o f the excess profits this 
may seriously affect the comparability o f the individual 
industry figures for 1920 and perhaps also 1922.

N .D .C. (the forerunner of the profits tax) was im
posed by the Finance A ct 1937 with effect from i April 
1937. It was charged at a rate of 5 %  on corporate and 
4 %  on non-corporate enterprises subject to certain 
abatements on profits below 2,000, and public 
utilities and professional incomes were exempt.^ The 
goth Report [30, p. 88] gives the profits assessed in each 
year from 1937/8 and the amount of tax charged, but 
delays in assessment were common and it is better to 
use this information simply to calculate the average 
rate o f tax charged. This rate (4.6 %) was then applied 
to the net true income for  assessment years 1938/9 and 
1939/40 as given in the gsnd Report̂  [30, p. 57] adjusted 
to exclude public utilities and professional incomes. 
The figure for 1938/9 must then be reduced by one- 
quarter to exclude the three months o f 1937 for which 
N.D.G. was not chargeable. This yields total estimates of 
£25 m. for 1937 and ^̂ 33 m. for 1938. This can be com
pared with figures o f 8 m. and £26  m. for companies 
only, obtained from the tables in the g4th Report [30,
pp. 66-73] by the procedure described in Chapter 3.3 
above.

An allocation by industry was made from the infor
mation in the g2nd and g^th Reports.

Bank interest etc.

Bank interest and other interest on short loans is pay
able without deduction of tax and is allowable as an 
expense for tax purposes. For national income estimates 
such interest payments are treated as a transfer of 
profits not as an operating expense [73, p. 224] and the 
amount paid has to be estimated and added back. An 
estimate of ;^47 m. is available for 1938 and was 
extrapolated back to 1920 by reference to the advances

of the London clearing banks and a rate of interest 
equal to the higher of 5 %  or bank rate plus i %.4

Some information about the composition of advances 
exists for 1929 and 1936-8^ and was used for the alloca
tion by main industrial orders and by type of enter
prise, but it is not sufficient to permit a useful allocation 
by industry in Tables 27, 28 and 30.

Rent of owner-occupied trading property

Owner-occupied trading property was in this period 
assessed to tax under Schedule A, and in order to avoid 
a double assessment an owner-occupier was allowed to 
deduct the net annual value on which tax was paid 
under Schedule A  in computing his profits for the pur
poses o f Schedule D. For national income purposes the 
C .S.O . estimates trading profits including the imputed 
income from owner-occupied business premises [73,
p. 224], and the schedule A  net annual value has there
fore to be added back.

For companies there is one published estimate,® for 
1922/3; and for 1927, 1930-32 and 1934-38 the sample 
data on companies* appropriation o f income (see 
Chapter 3.3) provides information on this point from 
which the necessary estimates can be derived in total 
and for each industry group.^ Details of these samples

1 For brief details of E.P.D. (and munitions levy) and C.P.T. 
see [3®]- 6grd Report̂  pp. 86—91, 64th Report, pp. 142-151, 
and 68th Report, pp, 114—17. E.P.D. was imposed on excess 
profits (defined relative to a pre-war standard profit) 
earned in accounting periods ended after 5 August 1914, 
and liability terminated at varying dates between 4 August 
1920 and 5 August 1921. A special provision permitted re
payment of E.P.D. where profits fell below the standard 
in accounting periods ended in the four years up to 
31 August 1925. Estimates of the approximate true excess 
profits accruing in each accounting period were published 
in the 64th Report, p. 148, and the estimates of tax accruing 
are consistent with these figures and the corresponding 
rates of duty.

C.P.T. was levied (on companies only) on profits 
accruing on or after 1 January 1920 and ceased to be 
chargeable after 30 June 1924.

' See 81st Report [30], p. 68, for further details.
' The principles on which profits were computed for NDC 

are broadly the same as those for income tax.
Cf. Balogh [112], p. 75. s Ibid. pp. 83-5.
Report of the Committee on National Debt and Taxation [61], 
Appendix X I, p. 97.
In estimating gross trading profits the Schedule D assess
ments are taken before deduction of wear and tear allow
ances. These were given for plant, vehicles etc.; but 
depreciation of mills, factories and similar buildings was 
granted (until 1937/8) by allowing owner-occupiers to 
deduct the gross annual value from Schedule D profits 
instead ofjust the net annual value. Since the samples show 
the net annual value separately for mills etc. and for other 
buildings and N.A. V. was generally obtained by deducting
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and of the methods used to gross-up the data are given in 
Chapter 3.3. Freehand interpolation was used to com
plete the estimates but with allowance for the effects o f 
the change in net annual values in re-assessment years. 
The series rises from £25 m. in 1920 to £55 m.in 1938.  ̂

For non-corporate enterprises the C .S .O . estimate for 
1938 is £ 14  m. for professions and £20 m. for other sole 
traders and partnerships. The former was extrapolated 
by reference to the movement o f professional incomes, 
and tlae latter extrapolated and allocated by reference 
to the series for companies.

Allowances for renewals

T o the extent that allowance for depreciation o f plant 
and machinery etc. was granted for tax purposes by 
means o f the wear and tear allowances, the estimates 
obtained from die assessments taken before deduction 
o f these allowances will correspond to profits before 
depreciation.- W here, however, renewals and repairs 
were charged as an expense in arriving at the gross in
come for assessment under Schedule D  there would be no 
allowance granted for wear and tear and our estimates 
will be an understatement o f profits before depreciation.^ 

The railways were by far the most important in
dustry using the renewals method and only changed to 
the wear and tear system in 1938.^ Fortunately the 
annual Railway Returns [26] give the amount o f expen
diture on complete renewals o f permanent w ay and 
rolling stock. As explained in part ( / )  below the net 
receipts from railway working as stated in the Returns 
have been adopted in preference to the assessed series and 
it is a simple matter to add back the expenditure on com
plete renewals to get a proper measure o f gross profits.

The two other sectors within the United Kingdom  
where the renewals system was widely used were gas
works and waterworks. Rough estimates were made for 
these industries on the basis o f the series for depreciation 
at historical cost for plant, vehicles etc. given in our 
study o f capital formation [162, pp. 95 and 99]. A  
notional £ i  m. p.a. has also been allowed for iron and 
steel works. Railways and other concerns operating 
abroad are excluded from the estimate o f gross domestic 
trading profits so it is not necessary to make any adjust
ment in their case.

Financial concerns

In making the allocation of trading profits by industry 
in part (c) above the financial sector was split between 
those activities which are almost entirely conducted 
by unincorporated enterprises (stockbrokers, jobbers, 
billbrokers and certain financial agencies) and those 
such as banking and insurance undertaken by com
panies. No problems arise in the case o f the former

group but the estimates for the latter group are for 
various reasons unsatisfactory (.sec Worswick and 
Tipping [261], pp. 48-50) and must be revised.

This revision presents an important conceptual 
problem which has been much discussed in the litera
ture and which permits no really satisfactory solution. 
Banks, insurance companies and other financial inter
mediaries derive only a small part o f their income by 
making direct charges for the services they provide; 
most (or all) o f their profits are gained because the 
interest etc. they receive from their investments is 
greater than the interest they pay on the money de
posited with them. If, for example, banks are treated 
like other enterprises, so that only their ‘ trading profits’ 
are included, while incomes from advances and invest
ments is excluded as non-trading income, it will typi
cally be the case that the contribution to national 
income o f the whole enterprise will be small (and may 
even be negative), i.e. their income from bank charges, 
commissions etc. is only just sufficient to cover the cur
rent expenses o f stationery, rent etc. Profits are almost 
certain to be negative since wages and salaries will 
exceed value added as defined in this sector.

T o  avoid this paradox o f a prosperous industry 
showing a loss and m aking a negligible (or even nega
tive) contribution to the national product it is recom
mended by both O.E.E.C.^ and the U nited Nations 
[107, p. 31] that a charge should be imputed to the 
customers o f financial concerns, equal to the excess o f 
interest etc. received over interest paid to depositors. 
This imputed net interest becomes part o f the profit 
o f the financial concerns so that their total profits are 
equivalent to what is normally understood. I f  the cus
tomers were all households the national income would 
also be increased by the amount o f the net interest; 
and the imputed charge would appear as an element in 
consumers’ expenditure so that there was an increase 
in national expenditure to m atch the increase in national

one-sixth from G .A.V., it was possible to estimate the addi
tional amount allowed for depreciation of mills etc., and 
this is incorporated in the amounts added back for owner- 
occupied property.

 ̂ This includes the allowance for depreciation of industrial 
buildings explained in n. 7 above.
Subject to the further adjustment explained on p. 140, n. 7, 
above.

3 See Stamp [247], p. 179; and also Worswick and Tipping 
[261], p. II, who quote an estimate made in 1930 of the 
written down value of plant and machinery (in various 
industries) on which repairs and renewals were allowed 
instead of wear and tear.

 ̂ Cf. the g2nd Report [30], p. 70.
3 O.E.E.G., A Standardised System of National Accountŝ  1958

[105]. p- 52-3-
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income. In so far as the customer is another enterprise 
however, there will be a corresponding increase in 
expenses and reduction in profits, so that there is no 
net effect on the estimate o f national income.

A  method for allocating the imputed net interest 
charge between enterprises and households, and 
within enterprises between different industries, is sug
gested by the U.N . and O .E .E .C ., but the Central 
Statistical Office have argued that a purely hypothetical 
distribution o f these imputed charges ‘ would be more 
misleading than the paradox of financial concerns 
appearing to make a steady annual loss’ [73, p. 205]. 
T hey therefore make both an estimate for profits as 
normally understood (which can be used for comparison 
o f profits in this and other sectors) and an estimate of 
profits (usually negative) equal to the excess o f all 
charges for specific services over all management 
expenses, but only the latter is carried into the estimate 
o f national income [73, pp. 204-6 and 226-7]. The dif
ference between these two estimates is equal to the 
adjustment for interest etc. received less interest paid. In 
order to maintain consistency with the Blue Book 
estimates the same procedure is followed here for the 
inter-war period. National income is, therefore, 
lower than it would be on the alternative, inter
nationally recommended, system o f presentation.

The actual estimates are rather uncertain because
o f lack of reliable data and the fact that banks were not 
required to make accurate disclosure o f their profits 
in their published accounts. The principal concerns 
covered by the estimates for the inter-war period are 
banks, insurance companies (but excluding the life 
assurance companies, industrial assurance and collect
ing societies which are included in Chapter 2 in the 
personal sector), building societies, investment and 
unit trusts and other financial companies (including 
hire-purchase and property companies and companies 
holding investments in land or securities or holding 
shares that carry control o f subsidiary companies). 
It is this last miscellaneous group for which least infor
mation is available.

The starting point for the estimates is the data for 
1938 given in the 1957 Blue Book [75, 1957, Table 29] 
for companies in insurance, banking and finance. First, 
gross trading profits (in the special national income 
sense defined above) are given as -^^35 m. and this 
estimate was extrapolated back to 1920 by a series 
based on premiums less claims of non-life insurance 
companies^ plus a rough estimate o f receipts from 
bank charges and commissions^ less the management 
expenses o f non-life insurance companies^ and building 
societies^ and Chapm an’s estimates [146, p. 154] of 
wages and salaries in this sector. This series was sub-

•1

stituted in the estimates of gross trading profits in place
of the series derived from the Inland Revenue assess
ments.

Secondly, an estimate of profit as normally understood 
was made by adding an adjustment for net interest 
This requires estimates of both receipts and payments* 
and it is not possible to cover comprehensively all the 
relevant items, but the following estimates should give 
a reasonably close approximation. Interest and divi
dends received in 1938 are given in the 1957 Blue Book 
as £183 m. (this would exclude any dividends etc. 
received from other financial companies) and rent (less 
repairs) o f property let as £37 m. The figure for in
terest and dividends received was extrapolated by a 
series built up as follows: for the banks annual series 
for the assets o f the London clearing banks, Scottish 
banks, and certain private banks and discount houses 
were constructed, and broadly appropriate interest rates 
applied to each type of asset.  ̂ For non-life insurance 
companies interest and dividends received are given in 
the Assurance Companies' Return [18] but must be 
grossed-up for tax deducted; and interest received on 
mortgages by the building societies is given in the 
Report o f the Chief Registrar of Friendly Societies [28, Pt. 5]. 
For investment trusts The Economist supplement of 
I December 1934 ^ives reasonably comprehensive series 
for post-tax profits for 1924-33 and the issue of 6 July 
1940 gives pre-tax earnings in 1930, 1933 and 1936-8 
for a sample o f ten large trusts. The first series was 
grossed-up for tax and extrapolated forward to 1938 
by means of the sample, and back to 1920. For unit 
trusts The Economist's supplement for 13 M ay 1939 
gives estimates o f accumulated net sales made by cer
tain dates and a 5 %  rate o f return was applied to these 
figures. Finally, a rough allowance for finance houses, 
property companies etc. was made on the basis of The 
Economist's annual compilation of the profits of com-

 ̂ ôz.Tdo^Tva.&Cy Assurance Companieŝ  Returns 1938,
p. 702.

2 J. Sykes, The Present Position of English Joint Stock Bankings 
1928 [250], p. 95, gives an estimate of £2.^ m. for 1926. 
This was extrapolated by means of the payments of stamp 
duty on cheques etc, as given in the Statistical Abstract.

® Report of the Chief Registrar of Friendly Societieŝ  Pt. 5 [28], e.g. 
1937, p. 24.
For money at call the rates given by Baiogh[i 12, pp. 130-1]
for short money or loans for short periods; for bills the 
Treasury bill rate; and for advances the higher of bank 
rate plus i %, or 5 %. The most difficult item is the yield 
on investments, and here I relied heavily on The Economist's 
estimates (‘ obviously a matter of extreme guesswork’) 
made in the Banking Supplementŝ  especially those of Octo- 

^933 October 1934, w’hich gave estimates for cru
cial dates between July 1928 and July 1934. See also Sykes 
[250, p. 92] and Balogh [112, p. 106].
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panics in the Finance, Land and Investment sector 
plus the 60 %  o f the dividends declared by South 
African gold mines^ (since mining is not covered by 
The Economist series). The total o f all these items came 
to m. in 1938 so that it had been possible to
cover 88 %  o f the Blue Book estimate and this seemed 
a reasonably reliable basis for the extrapolation.

For rent received the position is less satisfactory. It 
was simply assumed that the rent received by financial 
companies was a constant proportion (based on the 
1938 figures) o f the estimate in Chapter 8 for all rent (net 
o f repairs) received from privately owned dwellings and 
non-farm land and buildings rented (i.e. excluding owner- 
occupied) to trading concerns or public authorities.

On the payment side, interest paid by banks etc. on 
deposits from outside the com pany sector is given in the 
1957 Blue Book as £ 10  m. for 1938 and this was ex
trapolated back to 1920 by reference to the total deposit 
accounts o f the London clearing banks and a rate of 
interest taken as 2 %  below bank rate from 1920-9 and 
I %  below thereafter.^

T o this can be added interest paid on shares and de
posits by building societies. For shares the actual amount 
is given in the Report o f the Chief Registrar o f Friendly 
Societies [28, Ft. 5] but for deposits only the amount of 
the deposits was given until 1937 and for earlier years 
an estimate was made by applying to the average 
amount outstanding each year a rate o f interest based 
on figures calculated by The Economist for 1925, 1929 
and 1932-6.^ It then remained to allow for tax on the 
interest paid by the building societies. There was no 
statutory authority for the deduction o f less than the 
standard rate from interest paid, but arrangements 
were made with the building societies at various dates 
and these effectively provided for what from 1935 was 
officially called the composite rate. W ith minor quali
fications this amounted to one-quarter o f the standard 
rate for assessment years up to 1931/2, two-fifths o f the 
standard rate for 1932/3 to 1934/5 20/54 (i/8:4/6)
from 1935/6 to 1939/40.^ T he interest on shares and 
deposits was therefore grossed-up at these rates.

(/) Adjustments for differences in estimation

The three adjustments made here represent a correction 
for differences between the estimates derived from the 
adjusted tax assessments and alternative estimates 
based on other sources.

Local authority trading enterprises

Independent estimates of the gross surpluses of local 
authority trading enterprises are derived in Chapter 5.2 
from their summarised accounts as given in the Annual 
Local Taxation Returns [10 and 22]. It is desirable to

use this series in preference to the one derived from 
the tax assessments since it is consistent both with the 
other items in the social accounts o f local authorities 
for the inter-war period and with the post-war esti
mates o f their gross trading surpluses.

T he amount included for local authorities in the tax 
assessments can be identified (in order to be deducted) 
in the five benchmark years and other years were esti
mated by interpolating on the basis o f the annual 
series for the five main trade groups involved: electricity, 
gas, water, tramways and buses, and docks, harbours 
and canals.® After allowing for certain adjustments 
such as the share o f local authority gas and water 
enterprises in the amount added back for renewals 
(p. 141, above) there was a clear discrepancy between 
the two series, the local authority Returns showing 
a surplus roughly 20 %  higher in the 1920s and 
10 %  higher in the 1930s than the amount assessed for

tax.
It is not possible to give a full reconciliation o f the 

two estimates. One factor which would help to explain 
the discrepancy is that local authority trading 
enterprises are allowed, for tax purposes, to deduct 
certain expenses which would not be deducted in the 
estimates derived from the Returns. These include a 
proportion o f establishment charges o f administrative 
departments (e.g. town clerk’s and borough treasurer’s) 
and of the rent and general expenses o f municipal 
offices; and interest paid in full without deduction of 
tax, e.g. to the Public Works Loan Commissioners or 
to banks.® T he tax figures m ay also be affected by the 
provisions for set-off o f trading profits against interest 
paid on borrowed money, but this is a complicated 
matter and has not been investigated.

1 This is a rough estimate of the proportion of the dividends 
received by finance houses in London. Cf. Official Tear Book 
of the Union of South Africâ  1939 [106], pp. 851-3.

2 See Balogh [112], pp. 90 and 129.
3 The Economist [277], Building Societies Supplement̂  April 

1936 and April 1938.
 ̂ Building Societieŝ  Yearbook [266], 1927, p. 67, 1933, p. 325, 

and 1935, p. 78.
5 In making the main estimates in parts (a) to (r) above the 

distinction in the underlying Inland Revenue data be
tween corporate and non-corporate enterprises had been 
preserved, and for the former the distinction between com
panies and local authorities etc. was also maintained in 
those industries where the public enterprises were impor
tant. The Inland Revenue category local authorities 
includes also public corporations and clubs, associations 
etc. and these were allowed for in the estimates for the 
benchmark years.

® J. H. Burton and C. A. Newport, Local Authorities: Income 
Tax and Excess Profits TaXy 1941 [141], pp- 25-33.
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Railways

The Railway Returns [26] give annual figures for the net 
profit from railway working o f all railway companies. 
This series should be broadly comparable with the 
assessed profits^ but examination o f the two series 
reveals the extent to which the assessments are affected
by the provisions of Section 11 of the Railways Act 
1921. This represented a settlement o f all claims for 
compensation arising out o f the possession of the rail
ways by the Crown during and immediately after the 
First World W ar. A  payment o f £60 m. (plus m. 
for Ireland) was to be made by the government in two 
equal instalments on 31 December 1921 and 1922, but 
this income was not to be charged to income tax until 
it was applied by the railway companies for the pay
ment o f interest and dividends.^ The £^o m. is not 
included in the net receipts from railway working, but 
is included in the assessed profits though the amount 
included each year is not stated.

In addition to this ;jf6o m. there were further sums 
o f m. in 1920 and £51.3 m. in 1921 which were 
paid by the government as compensation for the 
system o f control over the use o f the railways in those 
years. These amounts were shown in the Returns

Secretary for Mines [14]. The profits are shown after 
depreciation, and by adjusting for this,® adding back 
royalties and grossing-up to cover the small fraction 
of the industry omitted, it is possible to get a series for 
comparison with the tax assessments.

The two series cannot be expected to agree exactly 
because of a number of minor differences in definition, 
coverage and timing’  but it was disconcerting to find 
two very large discrepancies. In 1921 there was an 
assessed profit o f^ ig  m. compared with a loss o f £15 m. 
(before depreciation and royalties) recorded by the 
Mines Department, and in 1927 an assessed profit of 
£ 12  m. against a Mines Department figure of only 
£2  m. Further investigation revealed that the Mines 
Department series excludes all payments and repay
ments of excess profits duty and of the very complex 
coal levies and coal awards created by the Coal Mines 
Control Agreement (Confirmation) Act 1918 and the 
Coal Mines (Emergency) Act 1920. Substantial sums

though not as an item in the net receipts, and were 
assessed for tax.

Apart from the effect of the Section 11 payments the 
two series agree reasonably well in respect of move
ments but not as to level, with the net receipts about 
10 %  higher each year from 1927 onwards.® In view of 
the impact o f the Section 11 payments on the timing of 
the assessed series in the earlier years it seemed pre
ferable to adopt the net receipts as the basis for the esti
mate, with the addition o f £41.0 m. for compensation 
in 1920, £81.3 m. in 1921 and ^̂ 30 m. in 1922.  ̂A  fur
ther slight adjustment to the published net receipts was 
necessary for 1920-6 to achieve consistency with the 
revised basis o f the estimates for 1927 onwards (for 
1927 net receipts are given on both the old and the 
new basis and a constant proportionate adjustment was 
made for preceding years); and for 1933-8 to include 
the profits of the railway operations o f the London 
Passenger Transport Board [84].®

Coal mining

For coal mining the agreements made during and after 
the First W orld W ar provided for the collection of 
audited and carefully defined figures on costs (including 
royalties), proceeds and profits as the basis for the 
determination o f wages. The data covered around 
95 %  of the industry and was published in quarterly 
Command Papers and also in the Annual Reports of the

Stamp [247, p. 222] states that before 1914 the net receipts 
were generally about 5%  higher than the assessments 
because of certain charges not included in ‘ working 
expenditure ’ but allowed as expenses for income tax.

2 See sub-section (5) of Section 11. However, the Act further 
provided that if the total amount so applied for payment of 
interest and dividends in respect of the three years 1921—3 
was less than ^30 m. the amount by which this sum fell 
short of £30 m. would be charged to tax in the year of 
assessment 1924/5. Cf. the 6gth Report, p. 89.

® The comparison is distorted by the treatment of the 
L.P.T.B. (see n. 5 below) and by the change from the 
renewals system to wear and tear allowances in 1938.

 ̂ The corresponding amounts are included as Central 
Government subsidies in Chapter 4.5.

5 The whole of the profitof the L.P.T.B. appears to have been 
classified to road transport in the Inland Revenue assess
ments for this period and so the amount added to rail
ways was deducted from the estimates for road transport. 
See Campion [144], p. 53.

® The amount deducted is not stated separately but it was 
stipulated that it should be determined in accordance 
with income tax principles and an annual estimate based 
on the wear and tear allowances has been added back.

’  The classification of coal mines in the Inland Revenue 
series excludes some coal mining conducted as a subsidiary 
activity of concerns in other industries and includes some 
subsidiary activities of mining concerns, such as coking. 
The Mines Department series covers only profits from coal 
mining and after gi*ossing-up should be comprehensive. It 
relates strictly to the calendar year whereas the Inland 
Revenue series is based on accounting periods and gives 
only an approximate indication of calendar year profits. 
Among differences in definition is the inclusion in costs for 
the purposes of the wage determination of an allowance 
for the remuneration of working proprietors. On all these 
points see Royal Commission on the Coal Industry, 1925 [60] 
vol. 3, Appendices i, 4 and 38, and also the evidence by 
Stamp, vol. 2, pp. 262-80, summarised in [248], pp. 290-1.
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were advanced to the mines under these Acts, but were 
never recovered, ‘ mainly owing to the acute depression 
in the Industry during the latter months o f control V  
i.e. in die first three months o f 1921. These unrecover
able advances would have been assessed for tax and are 
sufficient to account for the huge discrepancy though 
the exact period to which they relate is not clear.^ 
Since they are treated as subsidies in the classification of 
government expenditure in Chapter 4.5 it is correct 
to include the corresponding receipts in the estimates 

of profits.
The same explanation does not hold for 1927 and 

in that year, and also -  to a much lesser extent -  in 
1928, 1929, 1932, and 1933 it is likely that the assessed 
series fails to make sufficient allowance for the heavy 
losses incurred by some collieries and the estimates 
have been adjusted downwards to allow for this.® In all 
other years the two independent series agree closely 
and the comparison provides an encouraging confirma
tion o f the estimates derived from the tax assessments.

( )̂ Allocation o f the final total by type o f enterprise

T o  complete tliis exercise it is necessary to allocate the 
final adjusted total by type o f enterprise. The first 
division made is between non-corporate and corporate 
enterprises, the former consisting o f self-employed 
persons (sole traders and partnerships), the latter of 
companies, local authorities etc. The division was 
initially made at the stage o f estimating the assessed 
gross trading profits in part {b) above, and is described 
firstly in terms o f a provisional estimate for the 
non-corporate enterprises.

The distinction between persons and corporate bodies 
was required for tax purposes and was, therefore, 
made in the Inland Revenue assessments and in the 
data on which the estimates for the five benchmark 
years are based. For 1927-38 the procedure for inter
polating between these benchmarks described in part {b) 
yields separate series for non-corporate and corporate 
enterprises (seepp. 132-3, above). For 1920-6 the annual 
series used to unscramble the moving averages did not 
make the distinction and a provisional estimate was 
made by assuming that the share o f the non-corporate 
sector was the same in each year as in the benchmark 
year 1927. This assumption was applied separately to 
each of ten trade groups -  which together account for 
over 90 %  of total non-corporate profits -  and to a resi
dual covering all other groups.

A  possible check on these estimates exists in the form 
of the figures given in the annual Reports for the earned 
income allowance.^ This represents a deduction for 
the purpose of computing tax due and was calculated 
as a fraction of total earned income subject to a maxi

mum. The allowance was introduced in 1920/1 and 
varied as follows during the inter-war period:

Fraction of 
earned income 

allowed

Maximum
allowance

£
1

Assessment 
year

1920/1 to 1924/5 
1925/6 to 1930/1
1931/2 to 1939/40

The amount o f earned income assessed under 
Schedule D  can be derived from the allowance by pro
ceeding as shown in the calculation for 1938 (assessment 
year 1939/40) shown in T able 7.3.

All the data required for the estimates can be obtained 
from the Inland Revenue Reports except for rows {c) 
and (/) and for these items reasonable estimates can 
be made.® The final estimate (row 1) m ay fall short of

Estimates for the Civil Services for the year ended 31 March 
1923, [19], Unclassified services, Vote 13, p. 25.
In the report of the Comptroller and Auditor General 
attached to the Appropriation Accounts (Civil Services and Re
venue Departments) [17] for i92i/2,p.xlviii,  it was stated 
that ‘ the net cost of the statutory control of Coal Mines is 
estimated to be £34,250,000’. In the Estimates for the Civil 
Serviceŝ ov the year ended 31 March 1924 [*9]> Unclassified 
services, Vote 9, p. 22, this was raised to £36,550,000 made 
up as follows:

Act of 1918
Estimated total deficiency 

Acts of 1920 and 1921
Estimated total advances to industry to 

31 March 1924
Less recoveries already affected 9-9^0

further recoveries anticipated nil

Estimated net irrecoverable advances

7.100

39-350

9.900

29-450

36.550

10

Total deficiency

This total includes £6,350,000 for unrecovered advances 
made in connection with the Sankey Wage Payments but 
does not include the 1921 wages subvention of £7m.  which 
(together with the subsequent subsidy in 1925/6 of £23 m.) 
is allowed for in the Mines Department figures.
See p. 138, above.
The series derived in the following paragraphs is also 
required for the estimates of corporate taxation in Chap
ter 3.3. and this in turn affects personal taxation in 
Chapter 2.5.
The total number of persons assessed for sur-tax and the 
total amount of income in each size class is given each year 
in the Reports (with adjustments made and published 
during a period of six years following the initial assessment) 
but it is necessary to determine (a) the amount of earned 
income received by sur-tax payers whose earned income was 
less than £1,500 (£2,000 before 1925/6) and who could, 
therefore, claim only the relevant fraction of their earned 
income; and (b) the number and earned income of sur-tax 
payers with earned income above £1,500 (£2,000), each
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the gross true profits to the extent that ‘ annual charges’ 
were deducted before calculating the earned income 
allowance; this would apply, for example, in a case 
where payments of mortgage interest exceeded the tax
payer’s unearned income. Apart from this, the result
ing series for the assessed gross trading profits of non
corporate profits should be about equal to the provi
sional estimates (p. 145, above) obtained by inter
polation for 1927-38 and to a three-year moving

T A B L E  7.3 C A L C U L A T I O N  O F  A S S E S S E D  
G R O S S  T R A D I N G  P R O F I T S  O F  N O N 
C O R P O R A T E  E N T E R P R I S E S  I N  1 9 3 8 (£M .)

administrative practice affecting the earned income
allowance given to incomes just above or below the 
exemption limit for earned income.

I have, therefore, taken the annual series derived from
the allowances and added this average discrepancy in
each of the three sub-periods, and then made minor
adjustments to my provisional estimates to bring them
into line with this series. For 1927 onwards this was a
matter of direct comparison and of small corrections
of up to ± £ i o m .  For 1920-6 the moving average
system prevents direct comparison but a three-year
moving average was formed from the provisional
estimate and adjustments made in the light of the 
alternative series.

Earned income allowance, all schedules 
Less age allowance included in above 

earned income allowance to sur-tax
payers

Earned income allowance on incomes below 
£2,000
Corresponding earned income (row (d) x 5) 
Add Earned income of surtax payers

4 0 9

The next step is to allocate to the non-corporate 
sector the relevant adjustments in parts (r) to (/) 
above. The adjustment for losses incurred (part (c)) 
was made separately for the two types of enterprises; 
from part {d), 90%  o f the addition for evasion, the 
whole of the small incomes not assessed for tax and of

2,045
180

Total earned income, all schedules 
Less Actual (earned) income assessed 
Schedules B and E®
Actual earned income assessed Schedule D 
Add Wear and tear allowance

Incomes below the exemption limit*̂

2,225
1,928

(/) Assessed gi'oss trading profits, non-corporate 
enterprises

3 1 9

s o u r c e : See text.
No earned income was assessed under Schedules A and C. 
In the early 1920s it is also necessary to deduct the income 
of employees assessed under Schedule D.
This represents only that fraction of the income of exempt 
persons which for administrative reasons came into the 
gross assessments and was deducted in arriving at the 
actual income. To the extent that it represented dividends 
received rather than trading income the trading income 
would be lower, and the addition referred to on p. 146, 
below, would be correspondingly higher. The other dif
ferences between assessed gross trading profits and actual 
income would not apply to non-corporate enterprises.

the income of small-holders, and a small fraction of the 
deduction for continuous losses is allocated to persons. 
O f the adjustments made in part (e) the deduction of 
royalties etc. and of farming income assessed under 
Schedule D and the addition of bank interest, imputed 
rent of owner-occupied premises and E.P.D. and N D C 
all apply in part to non-corporate enterprises. A  
reasonable basis for estimating the relevant share is 
available in each case except for the E.P.D. of which 
an arbitrary 30 %  was taken. This adjusted series gives 
the total non-farm income from self-employment before 
providing for depreciation and stock appreciation, and 
is shown in column (2) o f Table 29.

The residual thus covers all corporate income and 
by deducting the separate estimates for public corpora
tions (see Chapter 3.2) and for trading enterprises of 
local authorities (see Chapter 5.2, and also p. 143, 
above) an estimate for the gross trading profits of com
panies is obtained. This is shown in column (3) of 
Table 29.

average o f the estimates for 1920-6.  ̂ In fact, the series 
derived from the earned income allowance is consis
tently lower: the discrepancy is close to £25 m. each 
year from 1919/202 to 1924/5, roughly £70 m. each 
year from 1925/6 to 1930/1 and roughly £ 10  m. in 
each o f the remaining years. It will be seen that these 
three sub-periods coincide with the different exemption 
limits for earned income (see p. 145, above) and although 
I have not been able to find a satisfactory explanation 
for the discrepancy it is possible that there was some

of whom was able to claim the maximum allowance. This 
was done on the basis of data on the amount of earned and 
investment income in each range of total income available 
for 1919/20 {64th Report, p. 104) and 1937/8 {83rd Report, 
PP- 32-7)) Ibr 1922/3 for incomes over£io,ooo (Report 
of the Committee on National Debt and Taxation [6i], Appen
dix X V, p. 132).

 ̂ None of the trade groups in which non-corporate enter
prises were important were assessed on the preceding year 
or five-year moving average basis.

 ̂ This was the last year of the old system under which 
differential rates of tax were applied to earned and 
unearned income and the amount of earned income was 
therefore shown separately in the Reports.
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For the five benchmark years there is also sufficient 
information available in the unpublished Inland 
Revenue censuses and trade classifications of Schedule D 
gross assessments (see p. 130, above) and in the grossed- 
up samples used for the gsnd Report to make possible 
a very detailed classification by both industry and 
type o f enterprise, and estimates on this basis are 
given for 1927 and 1937 in T able 30.

C O M P A R I S O N  W I T H  O T H E R  E S T I M A T E S

I know o f no other estimates o f aggregate gross trading 
profits in the inter-war period which are fully com
parable with the estimates presented here. Previous 
estimates of national income include those by Colin 
Clark [149], Bowley [134] and Prest [231] and o f these 
only Clark shows profits separately. Moreover, all 
three depart from the present concepts and definitions 
at a great many points and if  a special correction were 
made for each o f these differences one would simply 
work back to the original Schedule D series for actual 
income underlying all the estimates (cf. Appendix 7.1, 
p. 158).

Hart [174] has recently published annual estimates 
obtained by interpolation between the Worswick and 
Tipping [261] benchmarks. His estimates do not cover 
all sectors and apart from co-operative societies, 
corporation profits tax and national defence contribu
tion omit all o f the adjustments made to the tax assess
ments in the present estimates. It may, however, be of 
interest to compare the outcome o f the different 
methods o f interpolation and extrapolation and in 
Table 7.4 the present estimates are adjusted to H art’s 
concepts and coverage.

Tw o main points emerge from the comparison: the 
present estimates are on average about 9 %  higher in 
the period 1920-7 with the gap widening steadily as 
we move away from the 1927 benchmark, and they are 
about 7 %  lower in the period 1930-5. The dis
crepancy in 1927 is due to the omission o f ‘ unassessed 
incom e’ from the O xford-H art benchmark (see p. 130, 
above) and in earlier years reflects the fact that Hart 
extrapolated from 1927 without any control on the 
results whereas the present estimates were reconciled 
with the aggregate tax assessments and are to that 
extent likely to be more reliable. The omission from 
H art’s series o f government compensation to the rail
ways also increases the differences in 1920-2. The dis
crepancy in the 1930s arises primarily from the fact 
that the present estimates are corrected for the excess 
of losses incurred over the amount allowed for tax 
purposes.

There are a number of other comparisons that can

be made for certain sectors in selected years but the 
alternative estimates are themselves often very uncertain. 
This is especially true of the two following computations 
and they are only quoted here because they relate to 
sectors for which the present estimates are most suspect 
and it was particularly desirable to get some indepen
dent results, even if only as a rough order o f magnitude.

T A B L E  7.4 C O M P A R I S O N  W I T H  H A R T ’S 
E S T I M A T E S  O F  G R O S S  T R A D I N G  P R O 
F I T S  A N D  N O N - F A R M  I N C O M E  F R O M  
S E L F - E M P L O Y M E N T ,  1 9 2 0 -3 8  (£M .)

Hart’s
estimates

(excluding
agriculture)

(0

Present 
estimates 

adjusted to 
Hart’s 

definition^
(2)

Discrepancy 
(i) as 

percentage 
of (2)

(3)

1920 747 800 93
1921 479 583 82
1922 666 782 85
1923 703 765 92
1924 722 779 93
1925 701 758 92
1926 649 686 95
1927 725 752 97
1928 739 749 99
1929 758 744 102

1930 701 853 107

193* 632 566 112
1932 552 521 106

1933 617 589 105

1934 690 652 106

1935 772 730 106

1936 856 838 102
*937 934 930 100
1938 889 871 102

s o u r c e : ( i ):  Hart [174] > pp. 21 and 60; (2): Tables 26-9
adjusted as indicated in note a.

® Hart’s estimates of gross domestic trading profits exclude 
finance, professions, miscellaneous services, and local 
authority trading enterprises. They include co-operatives; 
and are corrected for payments of corporation profits tax 
and national defence contribution but not for payments 
or repayments of excess profits duty. They are not adjusted 
for evasion, small incomes not assessed, royalties, rent of 
owner-occupied property, bank interest or renewals. The 
present estimates have been adjusted to the same coverage 
and definition.

The weakness o f the present estimates arises in both cases 
partly from the predominance o f small unincorporated 
concerns, and the consequent fact that a large fraction 
of the estimated profits consists either o f income too 
small to be assessed for tax or of income evading taxa-

10-2
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tion, and partly from the exceptionally large differences 
between the 1948 S.I.C . and the Inland Revenue classi
fication, giving rise to awkward problems of allocation.

The first, and in terms of size the most important case, 
is retail distribution. An alternative estimate of the 
likely range of profits in this sector can be attempted for 
1938 on the basis of data on turnover and approximate 
net margins, including the remuneration of owner- 
managers. The results of this calculation are summarised 
in Table 7.5.

T A B L E  7.5 A L T E R N A T I V E  E S T I M A T E  O F  
G R O S S  T R A D I N G  P R O F I T S  I N  R E T A I L  
D I S T R I B U T I O N  I N  1938

Net
margin

Type of shop

Num
ber of 
shops 
(000)

U)

Average
turn
over
(£)
(2)

Total
turn
over

(£m.)
(3)

as per
centage 
of turn

over
(4)

Esti
mated
profits
(£^')

(5)

Multiples and de 66 9>3oo 615 6 37
partment stores 

Co-operatives 24 10,700 260 10 26
Large unit retailers 160 5>3oo 850 8 68
Small unit retailers* 500 1,400 700 15 105
Barrows, stalls etc. 100 1,250 125 8 10

Total 850 3,000 2>550 10 246

s o u r c e : ( i )-(3):  J. B. Jefferys, The Distribution of Consumer
Goods 1950 [183], pp. 129 and 152.

(4) : Based on A. Plant and R. F. Fowler,
‘ The Analysis of Costs of Retail Distri
bution’, Economica vi, 1939 [230], 
pp. 132-7; A. M. Carr-Saunders, P. 
Sargant Florence and R. Peers, Con
sumers' Cooperation in Great Britain̂  9̂40
[*45]> PP- 357-78; W. R. Dunlop, ‘ Re
tail Profits’, Economic Journal̂  xxxix,
^̂9^9 [*58]) pp. 383-8; Pharmaceutical 
Society of Great Britain, Report of the 
Committee of Enquiry, 1939 Pt. i [275], 
p. 24; H. Levy, The Shops of Britain, 
1947 [^99], PP- 47-135-

(5) : (3) x ( 4)-
® Including ‘ house-shops’.

Allowing for the considerable margin o f error attached 
to the estimated net margins this might be expressed as 
£250 m. + 50 m. I f  one uncertain estimate can be said 
to check another, then the present estimate o f £22^ m. 
for the gross profits o f retail distribution in 1938  ̂
(and £237 m. in 1937) is supported but may possibly 
be a little too low. On the other hand, it is possible that

the profit margins taken in Table 7.5 for small unit 
retailers may make inadequate allowance for losses.

The second sector for which an independent estimate 
can be made is building and contracting. The Census 
of Production provides a basis for estimates of net out
put (i.e. value of goods made less cost of materials and 
fuel) in 1924, 1930 and 1935, and if wages and salaries 
are deducted the residual represents profits before de
preciation, but also before payment o f rents, rates, 
royalties and selling costs. Moreover, the accuracy of 
the results is severely reduced by the same factor which 
weakens the estimate based on tax assessments: the lack 
o f reliable data for the large number of small firms which 
operate in this industry. With these reservations the 
figures are set out in Table 7-6; ŝ nd the comparison 
suggests that the present estimates for building and con
tracting are too high for 1924 but about right for the 
1930s.

A  more significant comparison can be made on the 
basis of the Census of Production data for manufacturing 
industry. For this it is necessary to deduct from the net 
output the expenditure on wages and salaries, rent, rates, 
royalties and selling costs, leaving profits before depre
ciation and interest. Chapman’s estimates provide an 
adequate basis for the wages and salaries (including 
national insurance contributions) and rough orders of 
magnitude were conjured up for the other costs in the 
following way.

Under the industrial derating provisions of the Local 
Government Act 1929 the rateable value o f ‘ industrial 
hereditaments apportioned to industrial purposes’ was 
reduced to 25 %  o f the corresponding net annual value 
and these rateable values were published annually from 
1930/1 for England and Wales.^ For 1930 and 1935 rent 
and maintenance costs for manufacturing industry 
(including theimputed rent of owner-occupied property) 
were calculated by multiplying the rateable values by 
four to get net annual value, adding one-fifth to get 
gross annual value and adding 10 %  to cover Scotland 
and Northern Ireland. The 1930 figure was extrapolated 
to 1924 by reference to the series for gross rents of 
premises not used as dwellings described in Chapter 8, 
p. 178.

Total rates paid by manufacturing industry were 
calculated for 1930 and 1935 by multiplying the rateable 
values o f industrial hereditaments apportioned [27,

 ̂ This figure, and the one for 1937, are from Table 28, with 
an adjustment to add back bank interest not allocated in 
Table 28.

~ Ministry of Health, Rates and Rateable Values, England and 
Wales [27], Table F. See also Annual Reports of the Ministry 
of Health [13]. The definition relates broadly to a factory, 
workshop or mine occupied and used as such.
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W dtŴ Vorking

I
(vil T

f number

Number
te basis one fo; 

5* Chapr
onIy_

B N Wl



.r* ̂bosses

Jhe c, 
of

les

)f the Local 
' ‘ industrial
rposes was 
inual value
[lually from

lustry
the rateable 

tioned [27j

£^l0l ^

to a fertorV’
:b.

I

ii/ -

G R O S S  T R A D I N G  P R O F I T S  A N D  I N C O M E  F R O M  S E L F - E M P L O Y M E N T ,  1920  38

p. 6], and adding io %  Scotland and Northern 
Ireland. For 1924 the rate poundage was applied to 
five-sixths o f the gross annual value estimated above.

T A B L E  7.6 C O M P A R I S O N  W I T H  C E N S U S  
O F  P R O D U C T I O N  D A T A  F O R  G R O S S  
P R O F I T S I N  B U I L D I N G A N D  C O N T R A C T 
I N G ,  1924 , 1930  A N D  1935  (£M .)

1924 *930 ^935

I. Net output:
Large firms (employing more than 81 94 100
10 persons)

2. Small firms making returns 21 28 43
3. Small firms not covered by censuses 21 34 33

4. Total net output 123 >56 176
5. Less Wages and salaries 99 120 132

6. Gross profits etc.* 24 36 44
7. Cf. present estimates of gross profits 32 37 39

Including rent, rates and selling costs.
s o u r c e : 1. Fifth Census of Production, igs5  [42 W ] Pt- iv,

Section i. Final Report, p. i.
2. 1924: Final Report on the Third Census of Produce

Hon ig24 [42 {/»)], Building and Con
tracting Trades, pp. 273-4.

1930 and 1935: Numbers employed by small 
firms given as 163,000 and 255,000 
[42 (fi), 1935, p. 9] and net output per 
head taken as ,^170 in light of census 
estimates of gross output of these small 
firms [ibid,'] and of net output per head 
of firms employing 11-24 persons.

3. This is the weakest element and was derived by 
applying a net output per head of £150 to the 
number ofpersons estimated as follows: (000s)

1924 1930 1935

744

119 188

(i) Chapman’s estimate of employees in
private firms 622
[146, pp. 111-12]

(ii) Employees: In large firms 419 454 502
[42 1935. P-

(iii) In small firms mak- 95
ing returns*
[42 (̂ >), 1924, 
p p .273-4, 1935,
P- 9] -----

(iv) Number of employees not covered 108
by census

(v) Add Working proprietors [one for 36
every three employees] __

(vi) Total number of persons omitted 144

166

55

228 221

* Number employed less working proprietors estimated on 
the basis of one for every small firm making a return.

5. Chapman [146], pp. 113-14, private firms 
only.

rAr‘

Payments for royalties etc. were calculated for the 
present estimates (p. 139, above) and tlie amount 
allocated to manufacturing is used here.

The largest and most difficult item is selling costs.^ 
For 1938 JefTerys [183, pp. 67-8] gives detailed estimates 
for each trade group o f producers’ distribution costs 
as a percentage o f consumers’ expenditure, and if  these 
proportions are applied to consumers’ expenditure in 
1935 on goods produced by manufacturing industry 
we get a total o f £95 m. This may be compared with an 
independent estimate o f £46 m. for manufacturers’ 
expenditure in 1935 types o f advertising directed
to the final consumer, and of ;^I5 m. for trade and 
technical advertising (primarily by manufacturers) not
directed to final consumers.^

Neither o f these estimates is entirely satisfactory. The 
m. based on Jefferys is almost certainly a good 

deal too high. First, it includes not only advertising but 
also such expenses as salesmen’s salaries and commis
sions etc., market research, general selling office ex
penses, all payments to agents, brokers and other inter
mediaries, expenses o f storage, packing and transport 
and indirect selling costs [183, p. 63]. There is probably 
some duplication with Chapm an’s estimates o f wages 
and salaries for salesmen, packers, drivers etc. (though 
the extent to which salesmen and travellers are classified 
in her estimates to manufacturing rather than distribu
tion is uncertain [146, p. 146]); and materials for 
packing are covered by the census and so are already 
deducted. Similarly, agents’ discounts are -  rather un
certainly, it is true -  subtracted from census values and 
should not be deducted again. A  further im portant point 
is that Jefferys’ estimate probably includes substantial 
expenditures incurred by the distributing establish
ments o f certain groups (e.g. M ontagu Burton’s adver
tising charged to shops) with the ‘ val ue ’ o f the goods 
produced reckoned for purposes o f the census at a (lower) 
price which excluded such items.

O n the other hand, the K aldor-Silverm an figure of 
m. only covers manufacturers’ expenditure directed 

to final consumers, i.e. it excludes advertisements o f con
sumer goods in trade journals; while the figure of 
£1^  m. although consisting ‘ very largely o f m anufac
turers advertising’ [185, p. 9] will include some adver
tising, e.g. by wholesalers, which should not be deducted.

Faced with this uncertainty the estimate o f £ 6 1 m. was 
accepted for 1935, with the recognition that it was likely

1 I am greatly indebted to Mr W. B. Reddaway for his ad
vice on this item.

2 N. Kaldor and R. Silverman, A Statistical Analysis of 
Advertising Expenditure and of the Revenue of the Press, 1948 
[185], p. 10.
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to err on the side of being too low. Corresponding esti
mates were made for 1924 and 1930 in the light of the 
composition o f consumers’ expenditure in those years, 
and then reduced by an arbitrary 20%  in 1924 and 
10 %  in 1930 to allow for a proportionately lower level 
of expenditure on advertising and other selling costs at 
those dates.1

These rather shaky estimates are incorporated in the 
comparisons set out for the three census years in 
Table 7.7. The present estimate is 4 %  higher in 1924 
and 6-7 %  lower in 1930 and 1935; complete agreement 
is not to be expected and the discrepancy is not un
reasonable given the nature o f the two estimates. There 
is, however, some suggestion that the present estimate

T A B L E  7.7 C O M P A R I S O N  W I T H  C E N S U S  
O F  P R O D U C T I O N  D A T A  F O R  G R O S S  
P R O F I T S  I N  M A N U F A C T U R I N G  I N D U S 
T R Y ,  1924 , 1930  A N D  1935  {£M.)

1924 1930 1935

Net output:
Census, factory trades 
Firms with less than 10 employees 
Less Wages and salaries etc.

Rent 
Rates 
Royalties 
Selling costs etc.

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

1,076
92

726
30
15
5

45

1,064
lO I
73 1
35
4
6

55

1,182
107
773

38
4
6

61

8. Profits before depreciation and 
interest

347 334 407

9. Present estimates, gross profits 362 314 379

10. 9 as percentage of 8 104 94 93

s o u r c e : I.

2.
3-

4- 7-
9-

Fifth Census of Production 7^55 [42 (rf)], Final 
Report, Pts. I-IV . The figures are inclusive of 
subsidies and exclusive of excise duties. 
Bowley [134], pp. 124-5.
Chapman [146], pp. 101-3, 242, excluding 
railway workshops, naval dockyards, ordnance 
depots and H.M.S.O.
See text, pp. 148-50.
Table 26, with an adjustment to add back new 
issue expenses.

may be too high in 1924: this could be the result of wrong 
allocation, so that the excess in manufacturing is offset 
by an underestimate in some other sector (if so, the most 
likely candidate would be retail distribution), or it could 
be due to an error in the total: for example, inadequate 
allowance for losses.

The final industries for which an estimate from 
another source is available are electricity and gas.  ̂
The profits of electricity undertakings given in the annual

 ̂ w.*< “ r*  ̂T <*i' ', w fc .*. ' ■

Return of Engineering and Financial Statistics by the Elec
tricity Commission [32] were used earlier for inter
polating between the benchmarks, but the levels of the 
two series arc independent. As can be seen from the 
comparison for selected years in Table 7.8 the two 
series agree reasonably well in the case of company 
undertakings but the present estimates for public 
authorities are significantly lower than those in the an
nual Return, even in benchmark years. Since the present 
estimates for local authorities were made equal to those 
published in the Local Government Financial Statistics (see 
p. 143, above) there is presumably some difference in 
definition o f revenue or, more probably, of expenses 
which accounts for the discrepancy.

T A B L E  7.8 C O M P A R I S O N  W I T H  E L E C 
T R I C I T Y  C O M M I S S I O N  D A T A  F O R  
G R O S S  P R O F I T S  O F  E L E C T R I C I T Y  
U N D E R T A K I N G S ,  S E L E C T E D  Y E A R S ,

(;^M.)1 9 2 0 -3 8

Lompanies Public authorities®

Electricity
Commis-

sion**
(I)

Present
estimate

(2)

Electricity
Commis

sion**
(3)

Present
estimate

(4)

1922 5 5 11 8
1927 9 8 15 11
1932 12 12 20 16
1937 17 16 26 20

s o u r c e : ( i ) and (3) Electricity Commission [32].
(2) and (4) Work-sheets for Table 26.

“ Including Central Electricity Generating Board.
 ̂ Revenue from working less working expenses, with an 

adjustment to exclude income tax from expenses in the 
years before 1931.

The profits series in the annual Board of Trade 
Returns relating to all Authorized Gas Undertakings in Great 
Britain [34] was also used for purposes o f interpolation 
but as Table 7.9 shows the series for companies is sub
stantially lower than the present estimates. It seems 
likely that the differences arise in the treatment of 
depreciation and renewals.

 ̂ Among the few scraps of information available on the 
growth of advertising is an increase of 37 % in expenditure
on press advertising between 1932 and 1938 recorded by 
The Statistical Review of Press Advertising [278]. See also 
F. W. Taylor, The Economics of Advertising, 1934 [251], 
pp. 213-14.

“ Independent data for the gross profits of other local 
authority trading enterprises and of coal mines and rail
ways have already been considered on pp. 143-5, above.
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t a b l e  7.9 C O M P A R I S O N  W I T H  B O A R D  
O F  T R A D E  D A T A  F O R  G R O S S  P R O F I T S  
O F  G A S  U N D E R T A K I N G S ,  S E L E G T E D  
Y E A R S ,  1 9 2 0 -3 8  (£M .)

Companies Local authorities

Board of 
Trade 
returns

(>)

Present
estimate

(2)

Board of 
T  rade 
returns

(3)

Present
estimate

(4)

1922 7 10 5 5
1927 7 12 4 6
1932 7 12 4 5
1937 8 11 4 5

s o u r c e : ( i ) and (3) Board of Trade [34].
(2) and (4) Work-sheets for Table 26.

C O N S I S T E N C Y  A N D  R E L I A B I L I T Y

The present estimates for 1920-38 link onto the C .S .O . 
estimates for 1938 and 1946-65 and to the estimates 
for 1855-1920 described below. T he relatively minor 
breaks in continuity o f definition and coverage at the 
earlier year are discussed in Chapter 7.2.

For the later year a comparison can be made with the 
current Blue Book estimates for 1938 as set out in 
Table 7.10.

T A B L E  7.10 C O M P A R I S O N  W I T H  T H E  
B L U E  B O O K  E S T I M A T E S  O F  G R O S S  
T R A D I N G  P R O F I T S  I N  1938 ( £ M . )

Blue
Book

(I)

Present
estimate

(2)

I. Professional persons 118 127
2. Other sole-traders and 460 419

partnerships®
3. Companies 690 687
4. Public corporations 10 10
5. Other public enterprises:

Local authority
}  64”

46
Central Government 16

Total L 342 I >305

s o u r c e : ( i ) 1967 Blue Book [75], pp. 2 and 28.
(2) Tables 26 and 29.

® Excluding farmers.
 ̂ Separate estimates are not given in the Blue Book.

The discrepancy on the first two items and its effect on 
continuity has already been considered in Chapter 2.2 
(pp.42-3). T he only other significant difference in defi
nition that is relevant to consistency with the post-1938 
estimates is the treatment o f royalties etc. As explained 
in Chapter 7.0, these expenses are deducted from profits 
in the present estimates (and treated as rent in the hands 
o f the recipients); and if not for this the present figure 
for profits would be some £24 m. higher in 1938, 
affecting principally the company sector. T he estimates 
o f company profits for 1939-45 are obtained by inter
polation between the Blue Book figures for 1938 and 1946 
(see Chapter 3.1) so that the break in continuity occurs 
between 1938 and 1939. O ther items which contribute 
to the discrepancy in estimates o f company profits arise 
from adjustments which have been made to the present 
estimates but not to the C .S .O . estimates for 1938/ but 
which either do not apply to the post-war series or else 
are allowed for in the C .S .O .’s estimates from 1946 
onwards; so that there is no effect on the continuity of 
the series. These include the addition for renewals and for 
depreciation o f factory buildings (pp. 140-1, above) and 
the deduction for continuous or excessive losses (p. 138).

These apart, the discrepancy reflects differences in 
estimation, and the present calculations only departed 
from the C .S .O . figures where there seemed good reason 
to do so. The main item is the very uncertain allowance

for evasion.
The following appraisal o f the reliability o f the 

estimate is based on an assessment o f the main sources of 
information for the basic series and the various adjust
ments, and consideration o f the several comparisons 
made with independent estimates

1927-38 1920-26

Gross trading profits of companies and 
public enterprises plus non-farm 
income from self-employment 

Allocation of this total:
By main industrial order (Table 26) 
By type of enterprise (Table 29)
By detailed industry and sector 

(Tables 27 and 28)

B

1 The starting-point for the C.S.O .’s estimate for i938,asfor 
the present estimate, is the data on assessed profits given in 
the g2nd Report. The C.S.O. kindly provided information 
on the detailed steps in the derivation of their published 
estimates from this data.

2 See Chapter 1.4 for further description of the reliability 
grades.
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G R O S S  T R A D I N G  P R O F I T S  O F  C O M P A N I E S  A N D  L O C A L  A U T H O R I T Y  
T R A D I N G  E N T E R P R I S E S ,  P L U S  N O N - F A R M  I N C O M E  F R O M

S E L F - E M P L O Y M E N T ,  1 8 5 5 -1 9 2 0

S O U R C E S  A N D  M E T H O D S  O F  E S T I M A T I O N

A  definition o f this series is given in Chapter 7.0. It is 
derived by a somewhat roundabout procedure, but the 
end product may be described as the gross trading 
profits o f companies, local authority trading enterprises 
and unincorporated businesses (i.e. sole traders and 
partnerships other than farming). Beginning from 1889 
it is possible to make a rough allocation of the series by 
type of enterprise, and these sectors are defined in 
Chapters 3.1, 5.2 and 2.2 respectively. Before that, and 
for 1914-19 the original tax statistics do not provide an 
adequate basis for an allocation. The results for 1889- 
1913 are given for each type o f enterprise in Table 29, 
and for 1855-88 are shown as a total together with the 
income o f farmers (from Table 23) in Table i. For 
1914-19 they are again shown in Table i, combined 
with farmer’s income but with local authority trading 
profits (from Table 13) shown separately.

ig o 8- i g 20^

The major source on which the series relies for these 
years is the continuation back to 1908 o f the unpublished 
Inland Revenue estimates o f the unscrambled annual
trading profits (plus W ear and tear allowances) used -  
and d escrib ed -in  Chapter 7.1 (pp. 131-2) for the 
years 1920-26. It accordingly requires the same correc
tions as are made for that period in parts {d) and {e) of 
Chapter 7. i . The Inland Revenue material also provides 
the estimate to be deducted for concerns trading outside 
the United Kingdom  (dividends and other income from 
abroad are already excluded) and the correction for 
excess profits duty allowed in the assessments (see 
p. 139, above). Published figures are available for the 
annual surplus o f co-operative societies.^ For the five 
remaining items for which adjustments to the assessed 
profits are required: evasion (excluding overseas in
come) small incomes not assessed, continuous losses, 
new issue expenses and renewals, rough estimates were 
made by interpolating between the 1920 figures as 
estimated in Chapter 7. i and a corresponding estimate 
for 1913.^

^^55-^913

These estimates are an improved version of the property 
income component o f the national income series pre
sented in an earlier article [160] and based on my 
unpublished Ph.D. thesis. Those, in turn, would not 
have been possible without the earlier estimates by

Prest [231] and the detailed studies of Stamp and Bowley
[247» 132] and others. Apart from certain
improvements in coverage and estimation the present 
estimates represent a more systematic classification of 
factor incomes and, in particular, the statistically 
necessary but economically meaningless category of 
‘ intermediate incomes’ has been distributed among its 
constituent factors. In addition, the series have been 
made consistent with current Blue Book practice by the 
exclusion of interest on local authority debt and the
presentation o f the estimates before provision for de
preciation.

The final objective of the present analysis is a series 
for gross trading profits plus non-farm income from self- 
employment, but this cannot be estimated as directly 
as It is in later years and is arrived at by the following 
rather devious route:

[a) Comparable series, on an appropriate calendar 
year basis, of taxable income assessed under Schedules C 
and D of the income tax

{b) Less adjustments to [a) for the excess of taxable
income over the commercial (and national income) 
concept of profit

(c) Less interest paid in the United Kingdom and 
assessed under Schedules C or D

{d) Less salaries assessed under Schedule D
(e) Add small incomes not assessed for tax under 

Schedules C  and D
(/) Add incomes evading taxation under Schedules C 

and D

( )̂ ^dd profits o f co-operative societies and incomes 
of charities etc.

[h) Less profits, interest and dividends received from 
abroad

(/) Add depreciation of plant and machinery, vehicles, 
ships etc.

As the reader will soon realise many of the successive 
adjustments which have now to be made are extremely 
uncertain. However, here as elsewhere in this studv.4 *
I have followed the principle that it is better to move.

 ̂ This estimate overlaps with the final years of the series for
The two are compared, and a compromise

estimate derived, on p. 156, below. 
igth Abstract of Labour Statisticŝ  [ i, 1928], p. 183.
For the 1913 estimate for the first four of these items see 
PP- i 53“ 5- For renewals the 1913 estimate was based on 
the difierence between the published wear and tear allow
ance and the estimate for depreciation of plant, machinery 
etc. from Chapter 9.2.
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T A B L E  7.11 D E R I V A T I O N  O F  G R O S S  T R A D I N G  P R O F I T S  P L U S  N O N - F A R M
I N C O M E  F R O M  S E L F - E M P L O Y M E N T ,  S E L E C T E D  Y E A R S  1 8 6 0 -1 9 1 3

i860 1870 1880 1890 1900

s o u r c e : R ow i : See Table 7.16, Appendix 7.2 Other: See text.

1910

(£M -)

1913

I. Taxable income, Schedules C + D 230 305 380 498 597 703
2. Less continuous losses, new issue expenses etc. 4 7 10 13 17 20 25
Q. Interest paid in the U.K. 20 23 25 23 25 27 26
4. Salaries assessed under Schedule D 10 14 20 23 21 26 29
q. Add small incomes exempt from tax 38 42 48 67 84 109 130
6. Evasion 56 94 60 59 56 38 37
7. Co-operatives, charities etc. ■ I 3 6 11 17 20

8. Equals home and foreign profits after *91 323 362 453 586 688 810
depreciation

q. Less net property income from abroad 19 38 59 95 105 *73 203
10. Add depreciation 22 27 33 35 46 58 64

11. Equals gross domestic trading profits plus non 194 314 336 393 527 571 671
farm income from self-employment

 ̂taxable 
income)

lorn and

X. under

edulesC

incomes
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however uncertainly, in the right direction than to 
stand firmly in what one knows to be the wrong position. 
The detailed items are illustrated for selected years 
in T able 7 . 11.

(fl) Taxable incomê  Schedules C and D

This constitutes the core o f the final series and is derived 
from the incomes assessed to tax. Schedule C  covers 
interest on British and foreign government securities 
and is brought in here only to be deducted later (see 
parts (r) and [h), below). Schedule D covers the profits 
of businesses (companies, firms and local authorities) 
operating at home or abroad; income from professions 
and certain ‘ employments ’ ; interest and dividends from 
abroad; and certain miscellaneous interest and profits.

The process by which these two series were derived 
(with the aid o f Stamp [247]) from the data in the 
annual Reports of H .M . Commissioners of Inland Revenue 
is exceedingly complicated and tedious and the descrip
tion is best segregated in an Appendix (p. 161) where it 
can be safely ignored by the great majority o f readers. 
The two series are given in columns (3) and (4) of 
Table 7.16 o f Appendix 7.2. T hey have been processed 
so as to be fully consistent year by year, standardised 
on the basis of the tax system as it operated from 1894; 
and adjusted so as to correspond to the individual 
calendar years in which the profits were earned rather 
than the mixture o f income tax years on the basis of 
which they were assessed.

[b) Taxable income and commercial profit

The statutory rules for the assessment o f trade profits 
have a number of peculiarities which cause the taxed

profits to depart in certain respects from the concept of 
commercial profits required for national income pur
poses. This latter concept is itself not, o f course, an 
objective measure, but Stamp [247, pp. 174-203] has 
suggested a number o f factors which cause the taxable 
income to exceed a measure which would be more 
appropriate for national income purposes. T he relevant 
items can be briefly listed, with Stam p’s estimate o f the 
amount involved given in brackets: (i) the inability of 
the Schedule D assessments to make proper allowance 
for continuous losses o f income which are not set off 
against profits (on average not higher than ^{^i6m.); 
(ii) the inadequacy o f the Inland Revenue allowances 
for depreciation and obsolescence o f pitshafts, machinery 
and furniture (£3.5 m.)^ and (iii) the charges for forma
tion o f limited companies and certain other costs which 
are not allowed as expenses for tax purposes but which 
are legitimate deductions in estimation o f national 
income (£3 m.). This comes to a total o f £22.^ m.

Stamp gave no date for these estimates, but I have 
taken them as relating to the average o f the years 1911-  
14. The total represents 3.7 %  o f the adjusted Schedule D 
taxable income, and this proportion was deducted in all 
years back to 1855.

(r) Interest

Three categories o f interest paid inside the United K in g
dom are included in the total under (a) and must be 
deducted. T he first covers that part o f interest on 
British government securities which is assessed to tax 
under Schedule C. From 1872/3 the gross assessments on

V

 ̂ A further amount of £5.5 m. for buildings is taken into 
account in Chapter 8.0, p. 180.
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this in te re st c a n  b e id e n tifie d  in  th e  Reports^ th o u g h  in te r 

p o la t io n  is r e q u ir e d  fo r  so m e  y e a rs  in  th e  1870s. T h e s e r ie s  

w a s  e x tr a p o la te d  b a c k  to  18 5 5  b y  re fe re n c e  to  th e  to ta l 

p a y m e n t  o f  in te re st on  th e  n a tio n a l d e b t  as sh o w n  in  th e  

Statistical Abstract.^ S tr ic t ly  s p e a k in g  it  is th e  ta x a b le  

in c o m e  w h ic h  sh o u ld  b e  d e d u c te d , n o t th e  gro ss in c o m e , 

b u t  a  la r g e  p a r t  o f  th e  r e la t iv e ly  sm a ll d iffe r e n c e  b e tw e e n  

th e  tw o  d e fin itio n s  con sists o f  in te re st r e c e iv e d  b y  c h a r i

ties e tc . a n d  b y  p erso n s w ith  sm a ll in c o m e s  b e lo w  th e  

e x e m p tio n  lim it. S in c e  it  is th e  gross assessm en t o n  these 

in c o m e s  w h ic h  is a d d e d  b a c k  (see p a rts  [e) a n d  (^), 

b e lo w ) th e  c o r r e c t  o v e r a ll  re su lt  is m o st c lo s e ly  a p p r o x i

m a te d  b y  d e d u c t in g  th e  gro ss in c o m e  a t  th is s ta g e .

T h e  tw o  o th e r  c a te g o r ie s  o f  in te re st a r e  assessed 

u n d e r  S c h e d u le  D : th e  o n e  c o v e rs  in te re st p a id  b y  lo c a l 

a u th o r it ie s  o n  n o n -tr a d in g  assets (d e sc r ib e d  in  th e  

Reports as ‘ in te re st fro m  lo a n s  se c u re d  o n  th e  p u b lic  

r a t e s ’ ), a n d  th e  o th e r  is th e  m isc e lla n e o u s  c a te g o r y  o f  

‘ o th e r  in te r e s t ’ , c o v e r in g  sm a ll a m o u n ts  o f  in te re st o n  

g o v e r n m e n t  sto ck , a n d  p a y m e n ts  b y  b a n k s , b u ild in g  

so cie tie s , sa v in g s  b a n k s  e tc . B o th  th ese  c a te g o r ie s  o f  

in te re st h a v e  b e e n  ig n o r e d  (i.e . not d e d u c te d )  in  p re v io u s  

e stim a te s  (m y  o w n  in c lu d e d )  b u t  it  seem s c le a r  th a t  th e y  

a r e  s tr a ig h tfo r w a r d  tra n sfe r  p a y m e n ts , n o t fa c to r  in 

co m e s, a n d  m u st b e  d e d u c te d . T h e  a m o u n ts  in v o lv e d  

a r e  g iv e n  s e p a r a te ly  in  th e  Reports fro m  1874/5 

1 9 1 0 / 1 1  (w h e n  th e y  to ta lle d  a n d  c a n  b e

e s tim a te d  q u ite  a c c u r a te ly  as th e  d o m in a n t  c o m p o n e n t 

o f  th e  ite m  ‘ o th e r  p ro fits  a n d  in te re st ’ in  th e  fe w  r e m a in 

in g  y e a rs . A s  w ith  th e  n a t io n a l d e b t  in te re st it  is th e  gross 

in c o m e  w h ic h  is ta k e n , a n d  s in ce  th e y  w e re  in c lu d e d  in  

th e  a d ju ste d  S c h e d u le  D  series ‘ as th e  p ro fits  fo r th e  

c a le n d a r  y e a r ’ (see A p p e n d ix  7 .2 , p . 167)  th e y  a re  

d e d u c te d  o n  th e  sa m e  basis.

{d) Salaries

S a la r ie s  o n  c e r ta in  ‘ e m p lo y m e n ts ’ w e r e  assessed u n d e r  

S c h e d u le  D  a n d  m u st b e  tra n sfe rre d  fro m  tr a d in g  

p ro fits  to  sa la rie s . T h e  n e c e ssa ry  e stim a te s  a r e  d e sc r ib e d  

in  C h a p t e r  2 .1 (p . 36, a b o v e ) .

{$) Sm all incomes exempt from  tax

O n e  o f  th e  k e y  a ssu m p tio n s m a d e  in  s ta n d a rd is in g  th e  

e stim a tes  to  g e t  th e  c o m p a r a b le  series fo r  ta x a b le  in c o m e  

(d e sc r ib e d  in  A p p e n d ix  7 .2 ) , w a s  th a t  a ll in co m e s b e lo w  

£ 1 6 0  w e re  e x e m p t fro m  t a x  th r o u g h o u t  th e  p e r io d  1855 

to  1 9 1 4 .  I t  is th e re fo re  n e c e ssa ry  to  a d d  b a c k  in  this 

se c tio n  th a t  p a r t  o f  in c o m e s  b e lo w  ;£ 'i6o w h ic h  consists 

o f  e ith e r  t r a d in g  p ro fits  i.e . n o n -fa rm  in c o m e  fro m  

s e lf-e m p lo y m e n t, o r  assessed in te re st a n d  d iv id e n d s , 

w h ic h  m u st b e a d d e d  b a c k  h e re  b e c a u se  d e d u c te d  (as 

p a r t  o f  a  la r g e r  to ta l)  in  a n o th e r  se ctio n  (e .g . p a r t  (r)). 

A p p e n d ix  7 .3  e x p la in s  th e  ra th e r  a p p r o x im a te  p ro c e -

A

d u rc s  u sed  fo r  e s tim a tin g  th e  n e cessa ry  item s in  th ree 

b e n c h m a r k  y e a rs  ( i8 6 0 , 1880 a n d  1 9 1 1 )  a n d  fo r in te r
p o la t in g  b e tw e e n  these b e n ch m a rk s.

( / )  Incomes evading taxation

S o m e  a llo w a n c e , n e ce ssa rily  v e r y  u n c e rta in , m u st be 

m a d e  fo r in co m e s fr a u d u le n tly  e v a d in g  ta x a t io n . T h e  sole 

r e lia b le  so u rce  o f  in fo rm a tio n  o n  this p o in t  in  th e  e a r ly  

y e a rs  is th e  12th Report.^ In  th is a  co m p a riso n  is m a d e  

b e tw e e n  p ro fits  re tu rn e d  for ta x a tio n  in  1864/5 a n d  those 

s u b m itte d  b y  th e  sam e p a rtie s  as th e  basis fo r co m p e n sa 

tio n  c la im e d  in  c o n n e c tio n  w ith  a  re d e v e lo p m e n t p ro 

g r a m m e . T h e  e stim a te  m a d e  b y  th e  C o m m issio n e r  w as 

th a t  th e  gross S c h e d u le  D  assessm ent sh o u ld  b e in creased  

b y  th e  v e r y  s iz e a b le  m a rg in  o f  52 %  to  c o v e r  evasio n  

(th is is e q u iv a le n t  to  £ 7 6  m .). T h e  n e x t a v a ila b le  esti

m a te  is a  fig u re  o f  £ 6 0  m . (i.e . a b o u t  22 %  o f  S c h e d u le  D  

ta x a b le  in c o m e ) g iv e n  fo r 1880 b y  B o w le y  [12 8 , p . 9 ] ;  

a n d  th e n  th e re  is th e  co n sid e re d  fig u re  o f  ̂ ^37 m . (5 .5  % )  

g iv e n  b y  S ta m p  [2 4 7 , p p . 3 1 5 ,  3 2 0 -4 ] fo r 1 9 1 3  a n d  c o v e r

in g  b o th  u n d e rs ta te m e n t o f  d o m e stic  p rofits [£1^] m .) 

a n d  a lso  in c o m e  e a rn e d  a b r o a d , w h ic h  u n til th e  F in a n c e  

A c t  o f  1 9 1 4  c o u ld  e a s ily  e v a d e  ta x  i f  n o t re m itte d  to  the 

U n ite d  K in g d o m .

A  r e -r e a d in g  o f  th e  12th Report a n d  o f  th e  rem arks 

a b o u t  e v a sio n  in  su b se q u e n t Reports su ggests th a t  th e  

C o m m issio n e rs  d id  n o t in te n d  th e ir  e stim a te  to  b e  co n 

s id e re d  as a p p lic a b le  o n ly  to  1864/5. T h e  Report its e lf  

d e a lt  w ith  th e  y e a r  1868/9 e stim a te  w a s referred

to  in  fo llo w in g  Reports in  a  m a n n e r  w h ic h  su g gested  th a t 

s o m e th in g  o f  th e  o rd e r  o f  50 %  o f  re p o rte d  in c o m e  still 

r o u g h ly  re p re se n te d  th e ir  v ie w  o f  th e  a m o u n t ofevasion .^  

T h is  in te rp re ta tio n  is s tre n g th e n e d  w h e n  it  is re ca lle d  

th a t  th e  first m a jo r  refo rm s in  th e  a d m in istra tio n  a n d  

c o lle c tio n  o f  th e  ta x  w e re  in tro d u c e d  in  th e  b u d g e t o f  

1869. In  p a r t ic u la r , a  lo n g -a d v o c a te d  im p ro v e m e n t w as 

th e n  m a d e  w h e r e b y  a ll lo c a l assessors a n d  co llecto rs  

w e re  a p p o in te d  b y , a n d  m a d e  d ir e c t ly  resp o n sib le  to, 

th e  g o v e rn m e n t. T h is , to g e th e r  w ith  th e  re p e a l o f  the 

assessed taxes (w h ic h  left th e  officers m o re  tim e to 

d e v o te  to  th e  in c o m e  tax^) m e a n t th a t  th e  m a in  in crease

in  e ffic ie n c y  sh o u ld  p r o b a b ly  b e  d a te d  fro m  1870.

A c c o r d in g ly , I h a v e  ta k e n  th e  ra tio  o f  evasio n  to  the 

n e w  gross to ta l S c h e d u le  D  ta x a b le  in c o m e  as 52 %  for 

1864, a llo w e d  a  s lig h t im p ro v e m e n t o f  o n ly  p .a . 

u n til 1870 , a n d  th e n  assu m ed  a  lin e a r  fa ll to  22 .5  %  in  

1880, th e  p ro p o rtio n  c o rre sp o n d in g  to B o w le y ’s ;{^6o m . ;

 ̂ T h e  difference represents unassessed interest on stock held 
b y  govern m en t departm ents and certain  charities etc.

2 T h e  relevan t section is quoted in Stam p [247], pp. 326-8. 
® See, e.g. 14th Report [30], p. 37.

15th Report [30], p. 51.
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a n d  a g a in  fro m  th e re  to  th e  5 .5  %  in d ic a te d  b y  S t a m p ’s 

fig u re  fo r  1 91 3-  F o r  th e  y e a r s  b e fo re  18 6 4  a  s te a d y  b u t  

s lig h t c h a n g e  o f  p .a .  is a g a in  a ssu m e d , w o r k in g  

u p w a r d s  fro m  52 % .

I t  is p o ss ib le  th a t  e s tim a te s  b a s e d  o n  th e  52  %  s u g 

g e ste d  b y  th e  12th  Report a r e  s till to o  lo w , s in ce  th a t  

re la te s  o n ly  to  d o m e s tic  p ro fits  u n d e r  S c h e d u le  D , a n d  

so m e  a d d it io n  s h o u ld  p e r h a p s  b e  m a d e  fo r  in c o m e  fro m  

a b r o a d  n o t  r e m itte d  to  th e  U n it e d  K in g d o m . T h e r e  is, 

h o w e v e r , n o  b a sis  fo r  th is  a n d  n o  c o r r e c t io n  h a s b e e n

m a d e . T h e  m a in  s c o p e  fo r  legal a v o id a n c e  o f  ta x  w a s  

u n d e r  S c h e d u le  B  a n d  th is  is e lim in a te d  b y  th e  u se o f  

e stim a te s  fro m  th e  o u t p u t  d a ta . I n  c o n s id e r in g  th e  im 

p o r ta n c e  o f  th e  e s tim a te s  fo r  e v a s io n  it  s h o u ld  a lso  b e  

n o te d  th a t  th e re  w a s  v e r y  l i t t le  s c o p e  fo r  e v a s io n  u n d e r  

S c h e d u le s  A ,  C  a n d  E , a n d  t h a t  S c h e d u le  D  re p re s e n te d  

a  s m a lle r  p r o p o r t io n  o f  t a x a b le  in c o m e  in  th e  e a r lie r  

y e a rs  w h e n  e v a s io n  w a s  m o st serio u s.

(^) Co-operativesy charities etc.

T h e  e s tim a te s  o f  t a x a b le  in c o m e  e x c lu d e  b o th  th e  su r

p lu ses m a d e  b y  c o - o p e r a t iv e  so c ie tie s  a n d  th e  d iv id e n d s  

a n d  in te re s t  r e c e iv e d  b y  c h a r it ie s , h o sp ita ls , fr ie n d ly  

so cie ties  e tc . T h e  fo r m e r  w e r e  n o t  assessed  to  t a x ;  th e  

la t te r  w e r e  assessed  w it h  d e d u c t io n  a t  so u rc e , b u t  w e re  

in  fa c t  e x e m p t  fro m  t a x  so th a t  th e  d u t y  w a s  s u b s e q u e n tly  

r e p a id  a n d  th e  in c o m e  d e d u c te d  in  a r r iv in g  a t  th e  e sti

m a te s  o f  t a x a b le  in c o m e . B o th  m u s t  b e  in c lu d e d  a l

th o u g h  th e  d iv id e n d s  a n d  in te r e s t  r e c e iv e d  b y  c h a r it ie s  

e tc . a r e  a d d e d  in  h e r e  o n ly  to  b a la n c e  th e ir  in c lu s io n  in  

th e  la r g e r  a g g r e g a te s  o f  in te re s t  a n d  p r o p e r ty  in c o m e  

fro m  a b r o a d  d e d u c te d  in  p a r a g r a p h s  (r) a n d  {h).

T h e  p ro fits  o f  c o - o p e r a t iv e  so c ie tie s  a r e  m e a s u re d  b y  

th e ir  su rp lu ses  b e fo re  p a y m e n t  o f  d iv id e n d s  o n  p u r 

ch ases  b y  m e m b e r s  o r  o f  in te r e s t  o n  lo a n s  a n d  sh ares. 

F o r  1898 o n w a r d s  th e  r e le v a n t  fig u re s  w e r e  o b ta in e d  

fro m  th e  17th  Abstract o f  Labour Statistics [ i ] ,  a n d  fo r 

e a r lie r  y e a r s  fro m  sta tis tics  g iv e n  in  th e  r e p o r t  o f  th e  

C o -o p e r a t iv e  C on gress.^

T h e  in c o m e  o f  c h a r it ie s  e tc . e x e m p t  fro m  ta x a t io n  

u n d e r  S c h e d u le  C  a n d  D  is s h o w n  in  th e  Reports fro m  

1 8 9 1 - 2 . T h e  e stim a te s  fo r  e a r lie r  y e a r s , w h e n  th e  

a m o u n ts  in v o lv e d  w e re  u n d e r  m ., w e r e  o b ta in e d  o n  

th e  a ssu m p tio n  th a t  in c o m e  u n d e r  th ese  tw o  sc h e d u le s  

w a s  a  c o n s ta n t  p r o p o r t io n  o f  th e ir  in c o m e  fro m  p r o p e r ty  

ta x e d  u n d e r  S c h e d u le  A ,  fo r  w h ic h  so m e  d a ta  o n  e x e m p t 

in c o m e  is a v a i la b le  in  th e  Reports. A s  e x p la in e d  in  p a r a 

g r a p h  {c) i t  is th e  gro ss in c o m e  w h ic h  is a d d e d  b a c k .

{h) Property income received from  abroad

I n  o rd e r  to  e s tim a te  th e  c o n tr ib u tio n  o f  p ro fits  to  th e  

gross domestic p r o d u c t  it  is n e c e s s a ry  to  d e d u c t  fro m  th e  

ta x  series (as a m e n d e d )  th e  e s tim a te d  to ta l o f  p ro fits .

in te re st a n d  d iv id e n d s  fro m  a b r o a d  w h ic h  is in c lu d e d  in  

th e  series. A s  th e  I n la n d  R e v e n u e  Reports w e r e  c a r e fu l 

to  p o in t  o u t  e a c h  y e a r  o n ly  p a r t  o f  th e  in c o m e  r e c e iv e d  

fro m  a b r o a d  c a n  b e  id e n tif ie d  in  th e ir  s ta tis tic s . In te r e s t

fro m  fo r e ig n  g o v e r n m e n ts  assessed  u n d e r  S c h e d u le  C  

a n d  c e r ta in  c lasses o f  o v e rs e a s  in c o m e  assessed  u n d e r

S c h e d u le  D  w e r e  s h o w n  s e p a r a te ly  b u t  th e  r e m a in in g  

in c o m e  fro m  a b r o a d  ( o f  w h ic h  b y  fa r  th e  m o st im p o r ta n t  

c o m p o n e n t  w a s  th e  p r o f it  m a d e  b y  c o n c e r n s , o th e r  th a n  

r a ilw a y s , o p e r a t in g  a b r o a d  b u t  ‘ h a v i n g  t lie ir  s e a t  o f  

d ir e c t io n  a n d  m a n a g e m e n t ’ in  th e  U n it e d  K in g d o m )  

w a s  n o t id e n tif ie d  as su c h  b u t  m e r g e d  w it h  th e  d o m e s tic  

assessm ents.^

T h e  in fo r m a tio n  r e c e n t ly  m a d e  a v a i la b le  b y  th e  

I n la n d  R e v e n u e  d o e s, h o w e v e r , e n a b le  u s to  m a k e  a n  

e s t im a te  o f  th e  m a in  e le m e n t  in  th e  u n id e n t if ie d  in c o m e

fo r  th e  y e a r  19 0 9. W o r s w ic k  a n d  T ip p i n g  [2 6 1 , p . l o i ]  

g iv e  m . fo r  th e  g ro ss  tr u e  in c o m e  o f  ‘A d v e n tu r e s  

o u ts id e  th e  U . K . ’  ̂ S o m e  £ 1 7  m . o f  th is  is d u p lic a t e d  in  

th e  a m o u n t  id e n tif ie d  in  th e  ^6th Report [30, p . 1 14]  as 

th e  p ro fits  o f  railway companies o p e r a t in g  a b r o a d , a n d  th e  

r e m a in in g  ^^46 m . is th e  u n id e n tif ie d  p r o f it  o f  c o n c e r n s  

(o th e r  th a n  r a ilw a y s )  o p e r a t in g  a b r o a d  b u t  d ir e c te d  

fro m  th e  U n ite d  K in g d o m . T h e  k n o w n  to ta l o f  in c o m e  

fro m  a b r o a d  in  190 9 c o n ta in e d  in  th e  p r e s e n t  e s tim a te s  

c a n  th u s  b e  p u t  a t  a b o u t  £ 1 6 0  m ., m a d e  u p  as fo llo w s :

In co m e from  foreign  g o v e rn m en t securities
(S ch ed u le  C)^

In co m e from  a b ro a d  d isclosed  b y  agen ts,
ban kers or co u p o n  d ealers or d e c la re d  b y  the 
recipients^

Profits o f  ra ilw a ys a n d  o th er con cern s o p e ra tin g  
a b ro a d

E stim ated  in com e from  a b ro a d  e v a d in g  taxation*^

34-1

43-5

20.0

160.6

M o st in com e in these catego ries w as assessed on th e  cu rren t 
y e a r  basis a n d  the figures g iv e n  a re  those for the y e a r  o f  
assessm ent 1909/10 [54th Report [30], p . 125).
S tam p  [247], p. 324.

T h is  f ig u r e  o f  so m e  £ 1 6 0  m . m a y  b e  c o m p a r e d  w ith  

th e  w e ll-k n o w n  e s tim a te  m a d e  b y  S ir  G e o r g e  P a is h  

[2 2 4 , p p . 4 6 5 -8 0 ] . F r o m  a n  in v e s t ig a t io n  o f  th e  a m o u n t  

o f  c a p ita l  publicly  in v e s te d  a b r o a d  h e  a r r iv e d  a t  a n  

e s t im a te  o f  in c o m e  fro m  a b r o a d  o f  13 9 .8  m . in  19 0 7.

C o -o p e ra tiv e  U n io n , g4th Annual Report o f  the Co-operative 
Congress  ̂ 1902 [268], p. 275.
See, e .g . 56th Report [30], pp. 1 1 5 - 1 6 ,  or S ta m p  [247], 
p p . 2 3 0 -5 , for fu rth er details.
T h is  is for the y e a r  o f  assessm ent 1911/12 b u t relates to 
assessm ents on the a v e ra g e  profits o f  the three p reced in g  
years an d  so corresponds ro u g h ly  to the in com e o f  1909.
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A  fig u re  o f £ 2 0  ± 5 m . sh o u ld  b e  a d d e d  to  th is fo r in c o m e  

o n  c a p ita l  in v e s te d  p r iv a te ly  [224, p p . 482 a n d  4 9 0 ]; 

a n d  i f  th e  to ta l is th e n  e x tr a p o la te d  to  1909 w e  g e t 

a  fig u re  o f  so m e  176  m . fo r to ta l p r o p e r ty  in c o m e  fro m  

a b r o a d , a b o u t  £  16 m . a b o v e  th e  p re se n t e s tim a te . P a is h ’s 

e s tim a te s  a lso  e x c lu d e  th e  o v e rse a s  p ro fits  o f  B ritish  

s h ip p in g  a n d  in s u r a n c e  c o m p a n ie s  a n d  th e  tw o  esti

m a te s  a r e  b r o a d ly  co n siste n t in  d e fin it io n , b u t  it  is 

p o ssib le  th a t  th e  h ig h e r  fig u re  m a y  in c lu d e  so m e in c o m e  

fro m  a b r o a d  w h ic h  is n o t id e n tifie d  as su ch  in  th e  ta x  

assessm ents.^

A lth o u g h  th is to ta l o f  so m e  £ i  60 m . d o es n o t re p re se n t 

th e  fu ll  to ta l o f  in c o m e  fro m  ab ro ad ^  th e  tr e a tm e n t  o f  

in c o m e  fro m  s h ip p in g , in s u r a n c e  e tc ., as d o m e s tic  p ro fits  

o r  as e x p o rts  o f  se rv ice s , is co n siste n t w ith  th e  p r o c e d u r e  

fo llo w e d  in  th e  p o s t - 1 9 1 3  e stim a te s  (see C h a p te r s  6.0 

a n d  6 .3 ).

T o  o b ta in  a n n u a l e stim a te s  it  w a s  a ssu m e d  th a t  th e  

to ta l in c o m e  fro m  a b r o a d  b o re  th e  sa m e  r a t io  to  th e  

a m o u n t  id e n tifie d  in  th e  Reports as in  1909.^ B e fo re  1885 

th e  fig u re  id e n tifie d  is k n o w n  to  b e  d e fe c tiv e  (see S ta m p  

[2 4 7 ], p p . 2 2 7  a n d  235) a n d  th e  e s tim a te  w a s  e x tr a p o 

la te d  b a c k  to  18 55  b y  m e a n s  o f  th e  e stim a te s  o f  n e t 

p r o p e r ty  in c o m e  fro m  a b r o a d  c o m p ile d  b y  I m la h  

[ 1 8 1 , p p . 7 2 - 3 ] .

(i) Depreciation

T h e  p r o b le m  w ith  th is  ite m  is, in  a  sen se, th e  re v e rse  

o f  th a t  e n c o u n te r e d  in  th e  p re v io u s  p a r a g r a p h s . H e r e  it  

is n e ce ssa ry , in  o r d e r  to  o b ta in  a  series fo r  p ro fits  b e fo re  

p r o v id in g  fo r  d e p r e c ia t io n , to  a d d  b a c k  d e p r e c ia t io n  to 

th e  ta x e d  assessm en ts (as a m e n d e d )  w ith o u t  k n o w in g  

th e  a m o u n t  w h ic h  h a s  b e e n  d e d u c te d . O n c e  a g a in  th e  

I n la n d  R e v e n u e  Reports id e n tify  o n ly  a n  u n k n o w n  p a r t  

o f  th e  w h o le :  th e  a m o u n ts  a llo w e d  fo r  w e a r  a n d  te a r  o f

m a c h in e r y ;  a n d  th e re  is n o  w a y  o f  k n o w in g  w h a t  a d d i

t io n a l a m o u n ts  w e re  a llo w e d  ‘ in  th e  a sse ssm e n t’ , e .g . 

w h e r e  th e  re n e w a ls  m e th o d  w a s  u sed . (S e e  S ta m p  

[2 4 7 ], p p . 19 6 -8 ).

I n  C h a p t e r  9.2 e s tim a te s  o f  d e p r e c ia t io n  a re  m a d e  on 

th e  b asis  o f  c a p ita l  s to c k  series a n d  le n g th  o f  life  a ssu m p 

tio n s fo r  v a r io u s  ty p e s  o f  assets a n d  I h a v e  ta k e n  this 

e s tim a te  fo r d e p r e c ia t io n  o f  p la n t  a n d  m a c h in e r y , 

v e h ic le s , sh ip s e tc . as th e  a m o u n t to  b e  a d d e d  b a c k .

I t  o n ly  re m a in s  n o w  to  c o m p a r e  th e  resu lts  o f  th e  

p re se n t p r o c e d u r e  fo r e s tim a tin g  gross t r a d in g  p ro fits  

w ith  th o se  o b ta in e d  a b o v e  fo r  th e  o v e r la p p in g  p e rio d  

1908/13 b y  th e  m o re  d ir e c t  ro u te  w h ic h  c a n  b e  fo llo w e d  

fo r 1908 o n w a rd s  u s in g  th e  u n p u b lis h e d  I n la n d  R e v 

e n u e  m a te r ia l. T h e  tw o  series a r e  set o u t  b e lo w .

T h e  d is c r e p a n c y  b e tw e e n  th e  tw o  scries is o n  a v e r a g e  

( ig n o r in g  sign ) less th a n  2 % ,  b u t  th e re  is a  s lig h t d i-

• . i

1908-1920
Series

(-)

'855-1913
Series

(2)

Discrepancy
( 0 - ( 2 )

(3)

1907
£  m- £  m- 

592
1908 527 509 18
*909 539 534 51910 577 561 16
I9II 591 591
1912 646 652 - 6
1913 671 6go - * 9
1914 625 .

v e r g e n c e  in  th e ir  t im in g . T h e  19 0 8 -2 0  series is p r o b a b ly

th e  m o re  r e lia b le  o f  th e  tw o  in  th is resp e ct a n d  I h a v e

a d ju ste d  th e  fin a l resu lts to  a llo w  fo r th is, a d d in g

a m o u n ts  to ta llin g  ^ 2 5  m . o v e r  th e  th re e  y e a rs  19 0 8 -10

a n d  d e d u c t in g  a  to ta l o f  £ 2 5  m . fro m  th e estim ates for

1 9 1 2 - 1 3 .  T h is  c o m p le te s  th e  p r e -1 9 1 3  estim ates o f  gross

tr a d in g  p ro fits  p lu s  n o n -fa rm  in c o m e  fro m  self- 
e m p lo y m e n t.

I t  is n o t p o ssib le  to  m a k e  a n  a llo c a tio n  b y  in d u stry , 

th o u g h  a  r o u g h  p ic tu r e  is a v a ila b le  fo r 1 9 1 1 / 1 2  in  the 

ta b le s  g iv e n  b y  W o rs w ic k  a n d  T ip p in g  [2 6 1]. I t  m ust 

b e  re m e m b e re d  th a t  th ese  ta b le s  fo llo w  th e  In la n d  R e 

v e n u e  c la ss ific a tio n  a n d  d iffe r  fro m  th e 1948 S .I .C .  used 

in  C h a p te r  7 .1  a n d  a lso  th a t  th e y  a re  b e fo re  a d ju stm e n t 

fo r  e v a s io n , sm a ll in co m e s etc.

Allocation by type o f  enterprise

F r o m  1900/1 th e  I n la n d  R e v e n u e  Reports in c lu d e d  a  

ta b le  s h o w in g  a  fo u rfo ld  d iv is io n  o f  th e  gross in co m e  

S c h e d u le  D  b e tw e e n  p erson s a n d  firm s, p u b lic  co m -

 ̂ T h e  distinction betw een this source o f  d iscrepancy and 
differences arising from  errors o f  estim ation is relevan t to 
C h a p ter 6.3 w h ere it  is necessary to estim ate the net p ro
p erty  incom e from  abroad. T o  the extent that the form er 
facto r is a  cause o f  the d iscrepan cy the addition o f  Paish ’s 
estim ate to the present estim ate o f gross dom estic profits 
w o u ld  in volve a  m easure o f  duplication. T o  the extent that 
th ey are sim ply errors in estim ation the £ 16 0  m . w ould 
still be the ap p ro p riate  figure to d ed u ct here, as being the 
best estim ate o f  the am oun t in cluded  in the assessed series, 
b u t it  w o u ld  not be inconsistent w ith  a  higher estim ate 
in the gross national p rod u ct for p roperty incom e from  
ab ro ad . I t  is the latter w h ich  is assum ed to be the case in 
C h a p te r  6.3.

- In  term s o f  the categories specified in the Reports  ̂ (e.g. 56th 
[3®]’ P- ^ i6 ) the profits still not identified are cases (^), 
(z) an d  (7) and part o f  (A).

 ̂ T h is  m ethod has w ell-established precedents. It  w as criti
cised b y  Stam p [247, p. 235] and defended b y  Cairncross 
[143, p. 179]. I t  is broadly  confirm ed b y  some unpublished 
statistics for 1890 and 1895 show ing the gross assessments 
on concerns operatin g outside the U n ited  K in gd o m ; cf. 
W orsw ick and T ip p in g  [261] w ho g ive  the corresponding 
net assessments.
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p a n ic s , ' lo c a l  a u th o r it ie s , a n d  b a n k e rs , c o u p o n  d e a le rs  

e tc . d e d u c t in g  ta x  o n  b e h a l f  o f  th e  I n la n d  R e v e n u e . 

I f  c e r ta in  ite m s- -  fo r  a ll o f  w h ic h  a  s im ila r  d iv is io n  is 

p o ss ib le  -  a r e  d e d u c te d  a n d  b a n k e rs , c o u p o n  d e a le r s  e tc . 

e lim in a te d  th e  r e s id u a l c o r r e s p o n d s  m o d e r a te ly  w e ll  to  

th e  e s tim a te  ju s t  m a d e  o f  g ro ss  t r a d in g  p ro fits  p lu s  n o n 

fa rm  in c o m e  fro m  s e lf-e m p lo y m e n t  before th e  in c lu s io n  

o f  p ro fits  o f  c o -o p e r a tiv e s , in c o m e  e v a d in g  ta x a t io n  a n d  

sm a ll in c o m e s  e x e m p t  fro m  ta x . A p a r t  fro m  d iffe re n c e s  

in  t im in g  (i.e . it  is s till ‘ s c r a m b le d ’ ) th is  a d ju s te d  gross 

in c o m e  e x c e e d s  th e  p re s e n t e s tim a te s  p r in c ip a lly  b e c a u s e  

it  c o n ta in s  th e  a m o u n ts  w h ic h  a r e  in c lu d e d  in  th e  gro ss 

in c o m e  b r o u g h t  u n d e r  r e v ie w  b u t  m u st b e  d e d u c te d  to 

g e t  to  g ro ss  t r a d in g  p ro fits , v i z :  in c o m e  b e lo w  th e  

e x e m p tio n  lim it  a n d  ‘ o th e r  a llo w a n c e s , r e d u c t io n s  a n d  

d is c h a r g e s ’ , a n d  th is  is o n ly  p a r t ly  o ffse t b y  th e  e x c lu s io n  

o f  re n e w a ls  e tc . ( i.e . th e  e x ce ss  o f  th e  p re s e n t e s t im a te  fo r 

d e p r e c ia t io n  o v e r  th e  w e a r  a n d  te a r  a l lo w a n c e ) .

B y  a c c e p t in g  th e  a s s u m p tio n  th a t  th e se  d iffe re n c e s  b e 

tw e e n  th e  a d ju s te d  g ro ss  in c o m e  a n d  th e  p re se n t e sti

m a te s  c a n  b e  a l lo c a te d  p r o  r a t a  to  th e  a d ju s te d  gro ss 

in c o m e  it  is p o ss ib le  to  m a k e  a  b r o a d ly  r e lia b le  d iv is io n  

o f  th e  to ta l.  T h e  p e r c e n ta g e  sh a re s  o f  th e  c o r p o r a te  

(c o m p a n ie s  a n d  lo c a l  a u th o r it ie s )  a n d  n o n -c o r p o r a te  

(p erso n s a n d  firm s) se cto rs  in  th e  a d ju s te d  gro ss in c o m e  

w e r e  a p p lie d  to  th e  g ro ss  t r a d in g  p ro fits  e tc ., e x c lu d in g  

c o -o p e r a tiv e s , e v a s io n  a n d  s m a ll in com es.^  T h e  c o 

o p e ra tiv e s  w e r e  th e n  a d d e d  to  th e  c o r p o r a te  s e c to r , th e  

sm a ll in c o m e s  to  th e  in c o m e  fr o m  s e lf-e m p lo y m e n t  a n d  

th e  e v a s io n  w a s  a p p o r t io n e d  r o u g h ly  b e tw e e n  th e  tw o  

secto rs. F in a l ly ,  a  s e p a r a te  e s t im a te  w a s  m a d e  fo r  lo c a l  

a u th o r ity  t r a d in g  e n te rp rise s  a n d  d e d u c te d  fro m  th e  

c o r p o r a te  se c to r , le a v in g  a  series  fo r  c o m p a n ie s .

F o r  1891/2 to  18 9 9 /19 0 0  a lm o s t  as m u c h  in fo r m a tio n  

w a s  g iv e n  r e tr o s p e c t iv e ly  in  th e  4^th Report^ a n d  a lth o u g h  

it  is in  a  s lig h t ly  d if fe r e n t  fo rm  th e r e  is v e r y  l i t t le  e x tr a  

e s tim a tio n  r e q u ir e d  to  e x te n d  th e  series b a c k  to  

c a le n d a r  y e a r  1889.

T h e  sh a re  o f  n o n -c o r p o r a te  e n te rp rise s  in  th e  assessed  

in c o m e  fa lls  s te a d ily  fro m  61 %  in  1891/2 t o  3 9 %  i n 

1 9 1 4 / 1 5 ;  th e  series d e r iv e d  o n  th is  b asis  a r e  s h o w n  in  

T a b le  29.

C O N S I S T E N C Y  A N D  R E L I A B I L I T Y

T h e  d iffe re n c e s  in  d e fin it io n  a n d  c o v e r a g e  as c o m p a r e d  

w ith  th e  p o s t-1 920 e stim a te s  fo r  c o m p a n ie s , n o n -fa rm  

in c o m e  fro m  s e lf-e m p lo y m e n t a n d  lo c a l  a u th o r ity  

tr a d in g  e n te rp rise s  c a n  b e  seen  in  T a b le  7 . 1 2 ,  w h e r e  

1920 is r e w o r k e d  o n  th e  b asis  u sed  fo r  th e  e a r lie r  p e r io d . 

T h e  n e t d iffe r e n c e  b e tw e e n  ro w s i a n d  7 is n e g lig ib le , 

a n d  th e  e x c lu s io n  o f  S o u th e r n  I r e la n d  is e x p lic it ly  

a llo w e d  fo r in  th e  m a in  ta b le s .

I t  is less e a sy , b u t  p e rh a p s  m o re  r e le v a n t , to  c o n sid e r

T A B L E  7.12  R E C O N C I L I A T I O N  O F  T W O  

E S T I M A T E S  O F  G R O S S  T R A D I N G  P R O 

F I T S  A N D  N O N - F A R M  I N C O M E  F R O M  

S E L F - E M P L O Y M E N T  I N  1 9 2 0  ( £ M .)

1,229

25

E stim ate  for 1920 in T a b le  26 
Deduct B an k  interest

R e n t  o f  o w n er-o ccu p ied  tra d in g  
p ro p e rty

In co m e o f  sm all holdings 
Add back R o y a ltie s , g ro u n d  rents etc.

A d ju stm en t for fin a n cia l com p an ies

E stim ate  on p re-19 2 0  basis, G r e a t  B rita in  an d  
N o rth e rn  Ire la n d  
A d d  S o u th ern  Ire la n d , say 2 %

E stim ate  on p r e -1 920 basis. G r e a t  B rita in  a n d  i ,254 

Ire la n d

s o u r c e : W ork-sh eets for T a b le  26.

th e  m a g n itu d e  o f  th e  d iffe r e n c e s  in  a  p r e - w a r  y e a r ,  s a y  

1 9 1 3 .  T h e  n e t  e ffe c t  o f  th e  o m iss io n  o f  ro w s  3 a n d  5 m ig h t  

r e d u c e  th e  e s t im a te  o f  p ro fits  b y  r o u g h ly  £ 2 0  m .,  b u t  

th e  e s tim a te s  o f  g ro ss  d o m e s tic  p r o d u c t  a r e  n o t  a ffe c te d  

s in c e  th e  p r e -1 9 2 0  e s tim a te s  o f  r e n t  in  C h a p t e r  8.0 

in c lu d e  th e  im p u te d  r e n t  o f  o w n e r - o c c u p ie d  t r a d in g  

p r o p e r ty  a n d  e x c lu d e  r o y a lt ie s  e tc . T h e  a b s e n c e  o f  

a d ju s tm e n ts  fo r  ro w s  2 a n d  4  m ig h t  r e p r e s e n t  a  fu r th e r  

r e d u c t io n  o f  a p p r o x im a t e ly  £ 2 5  m . b u t  s o m e th in g  m u s t  

b e  a llo w e d  fo r  th e  in c lu s io n  o f  n e t  in te r e s t  in  th e  p ro fits  

o f  f in a n c ia l  c o m p a n ie s . O n  b a la n c e ,  th e  e f fe c t  o f  a l l  th e  

d iffe r e n c e s  is l ik e ly  to  b e  a  s l ig h t ly  lo w e r  le v e l  o f  p ro fits  

b e fo re  1 9 1 4  th a n  w o u ld  b e  o b ta in e d  i f  th e  p o s t - 1920  

d e fin it io n  c o u ld  h a v e  b e e n  a d o p te d , a n d  a  m a r g in a lly  

h ig h e r  le v e l  o f  g ro ss  d o m e s tic  p r o d u c t .

T h e  r e l ia b i l i t y  o f  th e  a g g r e g a t e  e s tim a te s  is v e r y  h a r d  

to  ju d g e  b u t  m a y  p e r h a p s  b e  s u m m a r is e d  as fo llo w s:^

18^ 5-1869
1870-1889

18 9 0 -19 14

i 9 i 5- ' 9 i 9

T h e  e stim a te s  b y  ty p e  o f  e n te r p r is e  fo r  1 8 9 0 - 1 9 1 3  m a y  

b e  r a n k e d  as G r a d e  C .

T h is  is a  m islead in g  term  a n d  in fact in clu des p riv a te  
lim ited  com panies. See S ta m p  [247], p . 244.
T h e  p u b lish ed  gross assessm ents for em p lo yees assessed 
u n d er S ch ed u le  D , In d ia n , co lo n ia l a n d  foreign  securities, 
ra ilw a y s  o u t o f  the U n ite d  K in g d o m , loans secured  on the 
p u b lic  rates a n d  o th er in terest, p lus an  estim ate for co m 
pan ies (other th an  ra ilw ays) o p e ra tin g  a b ro ad .
T h e  p ercen tage  for the y e a r  o f  assessm ent w as a p p lie d  to 
the u n scram b led  gross tra d in g  profits for tw o  ca len d a r 
years earlier, e .g. the p e rce n ta g e  fo u n d  for 191 1 /1 2  w as 
a p p lie d  to 1909.
See C h a p te r  i .4 for fu rth er discussion a n d  for a  description  
o f  the re lia b ility  grades.
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A PPEN D IX 7.1

IN L A N D  R EV EN U E CONCEPTS AND TERM INOLOGY

U n t il  1963/4, w h e n  S c h e d u le  A  w a s  a b o lis h e d , assess

m en ts  to  in c o m e  ta x  w e re  m a d e  u n d e r  f iv e  sc h e d u le s :

S c h e d u le  A : In c o m e  fro m  o w n e rs h ip  o f la n d  a n d  

b u ild in g s

S c h e d u le  B : I n c o m e  fro m  th e  o c c u p a tio n  o f  la n d s  

S c h e d u le  G :  I n c o m e  fro m  g o v e r n m e n t  se cu ritie s  

S c h e d u le  D : I n c o m e  fro m  b u sin esses, p ro fessio n s, e m 

p lo y m e n ts , fo re ig n  se cu ritie s  a n d  possessions e tc .

S c h e d u le  E :  S a la r ie s  o f  g o v e r n m e n t, c o r p o r a t io n  a n d  

p u b lic  c o m p a n y  o ffic ia ls .

F o r  C h a p t e r  7 w e  a r e  p r im a r ily  in te re s te d  in  

S c h e d u le  D , b u t  S c h e d u le  C  is n e e d e d  in  C h a p te r  7 .2 , 

S c h e d u le  A  fo rm s th e  b asis  fo r  e stim a te s  in  C h a p te r  8 

a n d  S c h e d u le  E  is u sed  in  C h a p t e r  2 .1 fo r  1 8 5 5 - 1 9 1 9 .

1 9 2 0 -1 9 3 8

F r o m  1920/1 (see 64th Report [30 ], p p . 7 9 -8 5 )  th e  b a sic  

term s a d o p te d  b y  th e  B o a rd  o f  I n la n d  R e v e n u e  fo r  th e  

c o m p ila t io n  a n d  p r e s e n ta tio n  o f  th e  resu lts  o f  th e ir  

assessm en ts w e r e  r e la te d  in  th e  fo llo w in g  w a y :

G ro ss  in c o m e

Less (i) E x e m p tio n s :  In c o m e s  b e lo w  th e  e x e m p tio n

lim it^

C h a r it ie s , c o lle g e s , fr ie n d ly  

so cie ties  e tc .

D o m in io n  a n d  fo r e ig n  d iv i

d e n d s  b e lo n g in g  to  p erson s 

n o t re s id e n t in  G r e a t  B r ita in  

o r  N o r th e r n  Ir e la n d .

(ii) R e d u c t io n s : A llo w a n c e s  fo r  w e a r  a n d  tear^

R e p a ir s  -  la n d s  a n d  houses 

a n d  buildings®

O th e r  re d u c tio n s  a n d  dis-

Equals

c h a rg e s  

A c t u a l  in c o m e  

E a r n e d  in c o m e  a llo w a n c e  

A sse ssa b le  in c o m e  

P e rso n a l a llo w a n c e s  

D e d u c tio n s  fo r  c h ild re n , 

h o u se k e e p e r  etc.

T a x a b le  in c o m e

F o r  o u r  p u rp o se s  w e  a re  m a in ly  in te re ste d  in  gross 

in c o m e  a n d  a c tu a l in c o m e , b u t  it  sh o u ld  b e  n o te d  th a t

L' 7 5k
r f -

th e  te rm  ta x a b le  in c o m e ’ co rresp o n d s a p p ro x im a te ly  

w ith  th e  ex p ressio n  ‘ n e t  in c o m e  o n  w h ic h  ta x  w a s  re 

c e iv e d ’ u sed  in  th e  p e r io d  b efo re  1920/1 (see b e lo w ); 

a n d  th a t  w h a t  is re fe rre d  to a b o v e  as ‘ a c tu a l in c o m e ’ is

w h a t  w a s p r e v io u s ly  c a lle d  ‘ ta x a b le  in c o m e ’ . In  C h a p 

te r  7 a n d  A p p e n d ix  7.2 th ese  term s a re  u sed  fo r e a ch  

p e r io d  w ith  th e  m e a n in g  assign ed  th e m  b y  th e  In la n d  
R e v e n u e  in  th a t  p e rio d .

G ro ss  in c o m e  w a s  d e fin e d  as th e  gross in co m e  

b r o u g h t  u n d e r  th e  r e v ie w  o f  th e  d e p a rtm e n t, in c lu d in g  

c e r ta in  in c o m e  b e lo n g in g  to  e x e m p t person s, ch a rities  

e tc . a n d  a lso  to  in d iv id u a ls  a b o v e  th e  e x e m p tio n  lim it 

w h o  d o  n o t in  fa c t  p a y  ta x  b e ca u se  o f  th e  o p e ra tio n  o f  

th e  a llo w a n c e s . I t  w a s  s u b se q u e n tly  o b se rv e d  [30, 

9 1 s t  Report, p . 20] th a t  it  ‘ in c lu d e s  a m o u n ts  w h ic h  are 

n o t “ in c o m e ”  in  th e  p r o p e r  sense o f  th e  term  a t  a ll. 

T h u s  w h e r e  an  assessm en t is in c re a se d  th e  in crease

a p p e a rs  as a n  “ a d d it io n a l a ssessm en t”  a n d  is th erefo re  

re fle c te d  in  th e  gross in c o m e  fig u r e ; b u t  w h e re  an  assess

m e n t is r e d u c e d , th e  fu ll a m o u n t o f  th e  o r ig in a l assess

m e n t .  . .  [ i s ] . .  . in c lu d e d  in  th e  “ gross in c o m e ”  fig u re , 

th e  r e d u c tio n  b e in g  in c lu d e d  u n d e r  th e  h e a d in g  “ o th er 

re d u c tio n s  a n d  d is c h a r g e s ” . . .S im ila r  co n sid era tio n s 

a p p ly  as re g a rd s  m a n a g e m e n t exp en ses c la im s, loss 

c la im s  a n d  o th e r  ite m s .’ (F o r  this reaso n  th e  9 1st Report 

[30, p . 20] in tr o d u c e d  fro m  1946/7 a  n e w  te rm : ‘ gross 

tru e  in c o m e ’ w h ic h  is e q u a l to  th e  gross in c o m e  less: 

R e d u c tio n s  fo r o v e rc h a rg e s  w h e re  th e  o r ig in a l 

assessm ents a re  to o  h ig h

R e l ie f  fo r  losses, a n d  a d ju stm en ts  w h ic h  a ffe c t  the 

basis o f  assessm en t, e .g . c o m m e n c e m e n t o r  cessatio n  o f  

a  business

In te re st p a y a b le  o u t o f  th e  in c o m e  w h ic h  is a llo w e d  as 

a  d e d u c tio n  fo r  in c o m e  ta x  p u rp o ses (m a n a g e m e n t 

exp en ses a n d  exp en ses o f  e m p lo y m e n t)

C o n s id e re d  fro m  th e  p o in t  o f  v ie w  o f  th e  estim ates 

o f  tr a d in g  p ro fits  re q u ire d  fo r C h a p te r  7 . 1 ,  th ere

 ̂ In  the case o f  Schedule D  (and also E) this represents only 
th at sm all fraction  o f  the incom e o f  exem pt persons w hich,
for adm inistrative reasons, happened to be covered b y  the 
gross assessments o f  the In lan d  R even u e D epartm ent. See 
also p. 136, above.
T h is  w ould  a p p ly  on ly  for Schedule D .
T h is  w o u ld  a p p ly  on ly  for Schedule A .

•̂ 1
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is th e  fu r th e r  d if f ic u lty  t l ia t  th e  g ro ss  in c o m e  assessed 

u n d e r  S c h e d u le  D  in c lu d e s  n o t  o n ly  th e  assessm en ts o n  

p ro fits  a n d  o n  in c o m e  fro m  p ro fe ssio n s  o r  v o c a tio n s , b u t  

a lso  in te re st p a id  in  fu ll  a n d  a sse ssa b le  d ir e c t ly  u p o n  

th e  r e c ip ie n t , in c lu d in g  in te r e s t  o n  c e r ta in  B r itis h  

g o v e r n m e n t  s e c u r itie s  a n d  in te re s t  o n  b a n k  d e p o s its ; 

in c o m e  fro m  D o m in io n  a n d  fo r e ig n  se c u ritie s  a n d  

possessions (o th e r  th a n  fro m  g o v e r n m e n t  s e c u r itie s  -  

assessab le  u n d e r  S c h e d u le  C ) ; in c o m e  fro m  e m p lo y m e n t  

(u n til 1927/8);^ a n d  m is c e lla n e o u s  p ro fits  n o t  d e a lt  

w ith  u n d e r  a n y  o th e r  s c h e d u le .

G ro ss  in c o m e  is th u s  to o  h igh* fo r  o u r  p u r p o s e , b u t  

a c tu a l  in c o m e  -  th e  o n ly  o th e r  series  p u b lis h e d  fo r  e a c h  

s c h e d u le  in  th e  in te r - w a r  p e r io d  -  is to o  lo w . T h is  is 

p a r t ly  b e c a u s e  it  is m e a s u r e d  a fte r  d e d u c t io n  o f  w e a r  

a n d  te a r  a llo w a n c e s , w h e r e a s  w e  w a n t  to  m e a s u r e  gross 

t r a d in g  p ro fits , a n d  a lso  a fte r  d e d u c t io n  o f  c e r ta in  o th e r  

item s w h ic h  o u g h t  n o t  to  b e  e x c lu d e d  fro m  e stim a te s  

o f  gro ss t r a d in g  p rofits;^  a n d  p a r t ly  b e c a u s e  it  a lso  in 

c lu d e s  th e  e le m e n ts  o f  in te r e s t  a n d  o f  n o n - tr a d in g  in 

c o m e  fro m  a b r o a d  e tc . r e fe r r e d  to  in  c o n n e c t io n  w ith  

th e  gro ss in c o m e , b u t  r e d u c e d  b y  th e  e x te n t  o f  a n y  

re d u c tio n s  a n d  d is c h a r g e s  a p p lic a b le  to  th e se  item s.^ 

T h e  b e st s ta r t in g  p o in t  fo r  o u r  p u rp o s e s  is th u s  a  series 

ly in g  s o m e w h e r e  b e tw e e n  g ro ss  a n d  a c t u a l  in c o m e ,w h ic h  

m a y  b e  te r m e d  th e  ‘ assessed  g ro ss  t r a d in g  p r o f i t ’ . T h is  

c o n c e p t  is d e fin e d  in  C h a p t e r  7 . 1 ,  p .  129.^

A l l  th e  a b o v e  d isc u ss io n  h a s  r e la te d  to  th e  a g g r e g a te s  

p u b lis h e d  in  th e  I n la n d  R e v e n u e  N o n e  o f  th ese

p ro b le m s  a p p ly  in  th e  c a se  o f  th e  s a m p le  assessm en ts fo r 

in d iv id u a l tr a d e  g r o u p s  (p p . 1 3 2 - 4 , a b o v e )  s in c e  th e y  r e l

a te  o n ly  to  t r a d in g  e n te rp rise s  a n d  a r e  a fte r  a d ju s tm e n t  fo r 

o v e r c h a r g e s , r e l ie f  fo r  losses e tc . H o w e v e r ,  it  is n e c e ssa ry  

to  u se th e  a d ju s te d  a g g r e g a te s  as a  c o n tr o l o n  th e  

g ro sse d -u p  s a m p le  e s tim a te s  (see p . 135) .

^^5 5 ~^9^ 9
T h e  F in a n c e  A c t  1920  b r o u g h t  in to  o p e r a t io n  fo r  th e  

y e a r  1920/1 ‘ a  r a d ic a l  a lte r a t io n  o f  th e  m e th o d  fo r 

g r a n t in g  r e l ie f  in  th e  I n c o m e  T a x  c h a r g e d  o n  e a rn e d  

in c o m e  (u s u a lly  r e fe r r e d  to  eis d if fe r e n t ia t io n ) ,  a n d  o f  th e  

m e th o d  o f  g r a d u a t in g  th e  b u r d e n  o f  th e  ta x  a c c o r d in g  

to  th e  s ize  o f  a  t a x p a y e r ’ s in c o m e  a n d  h is  fa m ily  re 

s p o n s ib ilit ie s ’ . [30, 64th Report, p p . 7 9 -8 0 ] . W it h  th is 

c a m e  a  c h a n g e  in  th e  p r e s e n ta tio n  o f  th e  assessm en ts 

a n d  in  th e  te rm s u sed .

F r o m  1900/1 to  1 9 1 9 / 2 0 th e  Reports h a d  g iv e n  d a ta  

fo r e a c h  s c h e d u le  fro m  w h ic h  it  w a s  p o ss ib le  to  o b ta in  

a  series fo r w h a t  w a s  th e n  c a lle d  ‘ t a x a b le  in c o m e ’ , 

(c o rre s p o n d in g , as n o te d  e a r lie r , to  th e  ‘ a c tu a l  in c o m e ’ 

o f  th e  la te r  Reports). I t  is th is  c o n c e p t  w h ic h  fo rm s th e  

b asis  fo r  th e  e s tim a te s  m a d e  in  A p p e n d ix  7 .2  a n d  i t  h a s  

th e n  to  b e  a d ju s te d  (see C h a p t e r  7 .2 ) fo r  a  n u m b e r  o f

ite m s , in c lu d in g  th e  fa c t  th a t  it  e x c lu d e s  t lie  in c o m e  o f  

e x e m p t  p e rso n s, c h a r it ie s  e tc . a n d  is m e a s u r e d  a fte r  

d e d u c t io n  o f  w e a r  a n d  te a r  a n d  o f  o th e r  a llo w a n c e s  fo r 

depreciation .®

T a x a b le  in c o m e  u n d e r  e a c h  o f  th e  f iv e  s c h e d u le s  c a n  

b e  a r r iv e d  a t  fro m  th e  Reports, in  tw o  w a y s , first:

G ro ss  in c o m e  b r o u g h t  u n d e r  r e v ie w

Less  In c o m e s  n o t  e x c e e d in g  £ 1 6 0  a  year®

In c o m e s  o f  c h a r it ie s , h o s p ita ls , f r ie n d ly  

so c ie tie s  e tc .

F o r e ig n  d iv id e n d s  b e lo n g in g  to  fo r e ig n  

re s id e n ts

E quals  G ro ss  in c o m e  o f  p e rso n s  l ia b le  to  ta x

F rom  1923/4 this ca te g o ry  o f  in co m e w as assessed u n d er 
S ch ed u le  E , b u t som e sm all a rre a r  assessm ents co n tin u ed  
to a p p e a r u n d er S ch ed u le  D  u n til 1927/8.
T h e  item s w h ich  o u g h t n o t to b e e x c lu d e d  a re  the e x e m p 
tions listed u n d er (i) o f  the e q u a tio n  on p. 158, to g eth er 
w ith  certa in  sim ilar item s (m a n a g e m en t expenses, b a n k  
interest, in co m e o f  su p eran n u atio n  funds etc.) in c lu d e d  
u n d er the h e a d in g  o f  ‘ o th er red u ctio n s a n d  d isch a rg e s ’ . 
A ll  these represen t p a rt o f  the profits w h ic h  a ccru e d  in  the 
first in stan ce to  tra d in g  enterprises, a n d  so m ust be in 
co rp o ra ted  in the estim ate. T h e  fa c t  th a t th e  profits w ere 
su b seq u en tly  p a id  o ver in  the form  o f  d iv id en d s etc. to 
ch arities, non-residents a n d  o th er persons o r  bodies e x em p t 
from  U n ite d  K in g d o m  ta x a tio n  is q u ite  irre le v a n t. A  
sim ilar a rg u m e n t ap p lies to the so-called  n o n -tra d e  d e
d u ction s, such  as m a n a g e m en t expenses a n d  b a n k  interest, 
w h ich  a re  discussed on p. 130, n. i .
P reviou s estim ates o f  tra d in g  profits (e.g . B o w le y  [13 4 ], 
p. 8 1, a n d  C o lin  C la rk  [14 9 ], p . 60) h a v e  taken  th e  p u b 
lished  series for a c tu a l in co m e as th eir sta rtin g  p oin t. T h e y  
h a v e  th en  ad ju sted  for certa in  item s, p a rtic u la r ly  in com e 
o f  ch arities e tc ., b u t n o t for others such  as in terest o n  w a r  
securities etc. o r  in com e from  D o m in io n  a n d  fo re ign  secu ri
ties an d  possessions, b o th  o f  w h ic h  a re  th erefore  in clu d ed  
in their estim ates; nor for w e a r  a n d  tear a llo w an ces, since 
th ey  w ere estim atin g  net profits.
I t  m a y  b e n oted  here th a t it is sim ilar to th e  co n ce p t o f  
‘ gross true in co m e ’ in tro d u ced  in the g is t  Report a n d  defin ed  
on p. 158, a b o ve . I t  d iffers in th a t it exclu d es in terest e tc . 
an d  is m easured  before d ed u ctio n  o f  m a n a g e m en t expenses 
an d  o th er n o n -trad e deduction s.
See S ta m p  [247], ch. V I I I ,  esp ecia lly  pp. 2 8 1-4 , a n d  2 9 5 -

309-
W ith  the im position  o f  in com e ta x  in  1842 the exem p tio n  
lim it w as fixed  at £ 1 5 0 . In  1853/4 it w as lo w ered  to £ 10 0  
an d  rem ain ed  a t th a t level u n til 1876/7 w h en  it  w as 
in creased  a g a in  to £ 1 5 0 . In  1894/5 the lim it w as fu rth er 
raised to £ 16 0 . In  ord er to con stru ct a  co m p a ra b le  series 
o f  in com e assessed to ta x  it  is n ecessary to assum e a  co n 
stan t lim it b elo w  w h ich  a ll in com es w ere exem p t from  ta x a 
tion. A ll  the present estim ates a re  stan d ard ised  on the 
assum ption th at an  exem p tio n  lim it o f  £ 1 6 0  existed  
th ro u gh o u t. A ll years p rio r to  1894/5 a cco rd in g ly  
adjusted  to exclu d e  in com e assessed to ta x  a t the low er 
(actu al) lim its.

 ̂%
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Less A llo w a n c e s  fo r : R e p a ir s  to  la n d  a n d  b u ild 

ings^

E m p ty  p r o p e r ty  

W e a r  a n d  te a r  o f  m a c h in e ry  

O th e r  a llo w a n c e s , r e d u c 

tio n s a n d  discharges^
Equals  T a x a b le  in c o m e  

O r ,  a lte r n a t iv e ly :

N e t  in c o m e  o n  w h ic h  ta x  w a s  re c e iv e d  

A d d  A llo w a n c e s  fo r : A b a te m e n ts

T h e  in fo rm a tio n  a v a ila b le  in  th e  Reports gets p ro g re s

s iv e ly  less a d e q u a te  as o n e  goes b a c k  b efo re  1900/1, a n d  

th e re  a re  c e r ta in  ch a n g e s  in  te rm in o lo g y ; b u t th e  co n 

ce p ts  a re  e sse n tia lly  th e  sam e as th ose in d ic a te d  in  the 

a b o v e  d e fin itio n s  (su b ject to  th e  d a te  a t w h ic h  the 

v a r io u s  a llo w a n c e s  w e re  in tr o d u c e d ) , a n d  th e  d e ta ile d  

m e th o d  b y  w h ic h  ta x a b le  in c o m e  u n d e r  e a c h  sch ed u le

w a s  e s tim a te d  in  these y e a rs  is th e  su b je c t o f  A p p e n 
d ix  7.2 .

L ife  in s u ra n c e  p re m iu m s 

C h ild r e n

Equals  T a x a b le  in c o m e

I t  w ill  b e  seen  th a t  th e  a llo w a n c e s  in  th e  first d e fin itio n  

a r e  e x c lu d e d  fro m  ta x a b le  in c o m e  a n d  th a t  th is is 

a p p r o p r ia te  fro m  th e  p o in t  o f  v ie w  o f  a  c o n c e p t  d e s ig n e d  

as a  first step  in  th e  e s tim a tio n  o f  t r a d in g  p ro fits . B y  c o n 

tra st, th e  a llo w a n c e s  in  th e  se co n d  d e fin itio n  a re  th ose 

g iv e n  as a  m e th o d  o f  g r a d u a t in g  ta x a t io n  (or e n c o u r a g 

in g  life  in su ra n c e )  a n d  so a r e  a p p r o p r ia te ly  in c lu d e d  in 

ta x a b le  in c o m e .

T h e  rate allow ed  w as ch an ged  from  1894/5 and to obtain 
co m p arab ility  the allow an ce is standardised for all years 
at the rates gran ted  from  1894/5. See Stam p [247], pp. Go--? 
for details.

T h is  is an  u m b rella  h ead in g  in troduced in 1900/r to cover 
m iscellaneous reductions and allow ances under various 
schedules for various reasons. It w ould  include, for 
exam ple, expen diture b y  the ow ner o f lands in m akin g or 
rep airin g  sea w alls, an allow an ce under Schedule A ;  or
gen eral reductions on ap p eal against errors in assessment 
or d ou ble assessments.
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to obtai
rail

n
yean

3

' '  to cover

'‘̂ ous
for

making or 

'>*le A; or

Cessment

T h e  a n n u a l Reports o f  the Commissioners o f  H is  M a jesty 's  

Inland Revenue [30] g iv e  d e ta ils  o f  th e  g ro ss  a n d  n e t  assess

m e n t to  e a c h  o f  th e  f iv e  s c h e d u le s  fo r  w h ic h  ta x  w a s  

assessed, b u t  u n t il  1900/1 n o  d e ta ils  w e r e  g iv e n  o f  t a x a b le  

in c o m e , th e  I n la n d  R e v e n u e  m e a s u r e  w h ic h  fo r  th is 

p e r io d  c o m e s  c lo se st to  th e  c o n c e p t  r e q u ir e d  fo r  

n a t io n a l in c o m e  purposes.^  I n  h is  g r e a t  s tu d y  o f  th e  p re -  

1 9 1 4  in c o m e  t a x  s ta tis tic s  L o r d  S ta m p  c o n s tr u c te d  a n  

a n n u a l series o f  t a x a b le  in c o m e  fo r  e a c h  y e a r  fro m  

1842/3, c o r r e c te d  fo r  a l l  th e  m a n y  c h a n g e s  in  th e  sc o p e  

a n d  a d m in is tr a tio n  (b u t  n o t, o f  c o u rs e , th e  e ff ic ie n c y  o f  

c o lle c tio n )  o f  th e  t a x  sy ste m . U n fo r tu n a te ly ,  h o w e v e r , 

h is tr u e  c o m p a r a t iv e  series  [2 4 7 , p p . 3 1 8 - 1 9 ]  w a s  c a l 

c u la te d  o n ly  fo r  th e  a g g r e g a te  o f  th e  f iv e  s c h e d u le s . F o r  

o u r  p u rp o se  it  is e sse n tia l to  h a v e  th e  c o m p a r a b le  series 

o f  ta x a b le  in c o m e  u n d e r  e a c h  o f  th e  f iv e  s c h e d u le s .

T h e  p ro c e d u re s  b y  w h ic h  th is  w a s  o b ta in e d  c a n  b e  

m o st e a s ily  d e s c r ib e d  b y  c o n s id e r in g  fo u r  s e p a r a te  

p e rio d s.

I  g o o ! I  to 1 9 1 4 !  15

F o r  th is  p e r io d  ta x a b le  in c o m e  fo r  e a c h  s c h e d u le  c a n  b e  

c o m p u te d  d ir e c t ly  fro m  th e  Reports, a lth o u g h  i t  is n o t 

re fe rre d  to  as su ch  u n til  th e  g 6 th Report fo r  th e  y e a r  1 9 1 1 /  

12.  T h e  Reports fo r  th is  p e r io d  a lso  p r o v id e  d e ta ile d  in 

fo rm a tio n  a b o u t  th e  a l lo c a t io n  to  s c h e d u le s  o f  a ll  th e  

a llo w a n c e s  a n d  d e d u c tio n s  fro m  th e  gro ss in c o m e  

b r o u g h t  u n d e r  r e v ie w , a n d  th is  a ffo r d s  p r e c io u s  in fo r 

m a tio n  fo r  u se in  e a r lie r  y e a rs .

jSgijs to iSggjigoo
I n  th e  4gth Report (fo r 190 0 /1) r e tr o s p e c tiv e  fig u re s  o f  th e  

n e t in c o m e  o n  w h ic h  t a x  w a s  r e c e iv e d  u n d e r  e a c h  

sc h e d u le  a re  g iv e n  b a c k  to  1 891/2.  T o  o b ta in  th e  ta x a b le  

in c o m e , th e re fo re , th e  a llo w a n c e s  fo r  a b a te m e n ts  a n d  

life  in su ra n c e  p re m iu m s  h a v e  to  b e  a d d e d  b a c k . ( T h e  

a llo w a n c e  fo r c h ild r e n  w a s  n o t  in tr o d u c e d  u n til  1 90 9 /10). 

T h e s e  a llo w a n c e s  w e r e  m a d e  in  o n e  o f  th r e e  ways.*^ B y  

fa r  th e  la rg e s t  p a r t  w a s  a llo w e d  ‘ in  th e  a sse ssm e n t’ , a n d  

for th is th e  n e c e ssa ry  d e ta ils  a r e  a v a i la b le  fo r  e a c h  

sch e d u le . I t  is, h o w e v e r , n e c e ssa ry  to  e s tim a te  th e  a l lo 

c a tio n  to  th e  f iv e  sch e d u le s  o f  th e  r e m a in d e r , a llo w e d  ‘ b y  

r e p a y m e n t ’ o r  ‘ b y  s c h e d u le  ’ . T h is  w a s  d o n e  b y  re fe re n c e  

to  th e  a n a ly s is  m a d e  o f  th e  p o s t- i 900/1 a llo c a t io n s ;  a n d

I I

th e  p r o p o r t io n s  w h ic h  a p p lie d  in  th e se  y e a r s  w e r e  e x 

tr a p o la te d  b a c k w a r d s  w it h  c o r r e c t io n s  fo r  s u c h  fa c to rs  

as  th e  m o r e  r a p id  r a te  o f  g r o w th  o f  S c h e d u le  E  a fte r  

1 900/ 1, a n d  th e  e ffe c t  o f  th e  p e r io d ic  re a sse ssm e n t y e a r s  

o n  th e  a llo w a n c e s  fo r  a b a te m e n ts  u n d e r  S c h e d u le s  A  

a n d  B . T h e  to ta l a m o u n t  fo r  w h ic h  a  r o u g h  s u b -d iv is io n  

h a s  to  b e  m a d e  in  th is  w a y  is n e v e r  m o r e  th a n  £ 1 5  m . 

in  a  to ta l  t a x a b le  in c o m e  o f  a b o u t  ;^ 6oo m .

T o  o b ta in  a  c o m p a r a b le  serie s  th r e e  fu r th e r  a d ju s t

m e n ts  a r e  n e c e s s a r y  as  a  r e s u lt  o f  le g is la t iv e  c h a n g e s  

g iv e n  e ffe c t  as  fr o m  18 9 4 /5 . T h e  firs t  w a s  th e  a l lo w a n c e  

fo r  r e p a ir s  to  la n d s  a n d  b u ild in g s , a n d  fo r  1893/4 

e a r lie r  y e a r s  a  c o m p a r a b le  a m o u n t  m u s t  b e  d e d u c te d , 

e q u a l  to  o n e - e ig h th  o f  th e  g ro ss  a n n u a l  v a lu e  fo r  la n d s , 

a n d  o n e -s ix th  fo r  h o u se s . T h is  a d ju s tm e n t  re la te s  

w h o lly  to  S c h e d u le  A .

T h e  s e c o n d  a d ju s tm e n t  r e q u ir e d  is  fo r  th e  fa c t  th a t  

u n t il  th e  c h a n g e  in  1894/5 l^^e e x e m p tio n  l im it  w a s  £  1 50. 

F o r  th e  y e a r s  fr o m  1 891 / 2  to  18 9 3 /4  a  d e d u c t io n  m u s t  b e  

m a d e  fo r  in c o m e  assessed  to  t a x  b e tw e e n  th e  s t a n d a r d 

ise d  l im it  o f  £ 1 6 0  a n d  th e  a c t u a l  l im it  o f  £ 1 5 0 .  E s t i

m a te s  o f  th e  a m o u n ts  in v o lv e d  w e r e  m a d e  b y  S ta m p  

a n d  w it h  a  c e r ta in  a m o u n t  o f  e s t im a tio n  c a n  b e  d e d u c e d  

fr o m  h is  series.^

See A p p e n d ix  7. i for a  fu ll d iscussion o f  th e  d efin itio n  an d  
in ter-relatio n sh ip  o f  a ll th e  m a in  term s used in  th e  In la n d  
R e v e n u e  Reports.
A b a te m e n ts  a n d  life  in su ran ce  p rem iu m s w ere  a llo w e d :

(a) ‘ in  the assessm ent’ , i.e. as a  d e d u ctio n  from  th e gross 
assessm ents before the assessm ent w a s closed. F u ll 
d etails a re  th erefore g iv e n  in  th e  Reports

(b) ‘ b y  sc h e d u le ’ , i.e. a fter th e  assessm ent h a d  been  
closed b u t before the p a y m e n t o f  d u ty

(r) ‘ b y  re p a y m e n t’ , i.e . w h e re  d u ty  is d e d u cte d  a t  the 
sou rce an d  the c la im  for a b a te m e n t etc. ca n  o n ly  be 
m a d e  after d u ty  has b een  p aid  

T h e  co rrectio n  to  S ch ed u les D  a n d  E  ca n  b e d ed u ced  from  
S ta m p  [247] as the d ifferen ce  b etw een  colum n s (3) a n d  
(4) o f  T a b le  D  i (pp. 2 1 8 - i g )  a n d  co lu m n s (3) a n d  (4) o f  
T a b le  E  (pp. 2 7 2 -3 ) resp ective ly . N o  ad ju stm en t is re 
q u ired  for S ch ed u le  C . T h e  total for S ch ed u les A  a n d  B 
co m b in ed  is th en  o b ta in ed  as the d ifferen ce  b etw een  
S ta m p ’s total ta x a b le  in co m e (co lu m n  (5) o f  T a b le  G 4 , 
p p . 3 18 -19 )  a n d  m y  co rresp o n d in g  estim ate for the sum  o f  
the five schedules a fter a ll th e  n ecessary ad ju stm en ts h a v e  
been  m a d e  ex cep t for this co rrectio n  to  S ch ed u les A  a n d  B.

F N l

y ik .
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T h e  th ird  a d ju s tm e n t is a  s im p le  tra n sfe r  b e tw e e n  

tw o  sch e d u le s . In te re s t  o n  c e r ta in  m u n ic ip a l a n d  c o r 

p o r a tio n  sto cks w a s  tra n sfe rre d  fro m  S c h e d u le  C  to 

S c h e d u le  D  in  1893/4 sa m e  tra n sfe r  m u st b e

m a d e  in  e a r lie r  years.^

18 6 3I4  to i S g o j i

In  th is a n d  th e  e a r lie r  p e r io d  th e re  is v e r y  litt le  d ire c t  

h e lp  to  b e  o b ta in e d  fro m  th e  Reports a n d  a  m u c h  lo n g e r  

p ro cess  o f  c a lc u la t io n  is r e q u ir e d . B a s ic a lly , th e  ro u te  

fo llo w e d  is th e  se co n d  o f  th e  tw o  g iv e n  fo r th e  d e r iv a tio n  

o f  ta x a b le  in c o m e  in  A p p e n d ix  7 . 1 ,  b u t  w ith  th e  a d d e d  

c o m p lic a t io n  th a t  th e  n e t in c o m e  o n  w h ic h  ta x  w a s 

r e c e iv e d  h a s first to  b e  c a lc u la te d  (in  to ta l a n d  fo r  e a c h  

sc h e d u le )  b y  re fe re n c e  to  th e  a c tu a l  d u ty  c o lle c te d , 

g iv e n  u n d e r  th e  c u m b r o u s  h e a d in g  ‘ n e t  p r o d u c e  o f  th e  

ta x  a fte r  a llo w a n c e  fo r  su m s in c lu d e d  in  sch e d u le s  o f  

d is c h a r g e  a n d  d e fa u lt  a n d  fo r d isco u n ts , re p a y m e n ts  

a n d  a llo w a n c e s  in  th e  fo llo w in g  y e a r ’ . T h is  a m o u n t, 

ta k e n  to g e th e r  w ith  th e  ‘ re c e ip ts  fo r u n assessed  d u ty  

a n d  re c o v e r ie s  fro m  d e fa u lt  sc h e d u le s  o f  p r io r  y e a r s ’ 

c a n  b e  c o n v e r te d  to  th e  n e t in c o m e  o n  w h ic h  ta x  w a s  

r e c e iv e d  b y  m e a n s  o f  th e  r u lin g  r a te  o f  d u t y .

T o  m a k e  th in g s  m o re  d iff ic u lt  th e  n e t  p r o d u c e  o f  th e  

ta x  is i t s e lf  n o t  g iv e n  fo r  individual schedules a n d  c a n  o n ly  

b e  d e r iv e d  b y  s ta r t in g  e v e n  fu r th e r  b a c k  w ith  th e  o ffic ia l 

fig u re s  o f  th e  n e t  a m o u n t  c h a r g e d  to  d u t y  (a lso  re fe rre d  

to  as th e  n e t  assessm en t) fo r  e a c h  s c h e d u le . T h is  h a s  to 

b e  c o n v e r te d  to  its  e q u iv a le n t  in  d u ty  a n d  re p re se n ts  th e  

a m o u n t  w h ic h  w o u ld  h a v e  b e e n  r e c e iv e d  i f  th e  fu ll d u ty  

h a d  b e e n  p a id . B y  w o r k in g  th r o u g h  th e  su ccessiv e  

stag es in  w h ic h  th is  fu ll d u ty  is r e d u c e d  th r o u g h  v a r io u s  

a llo w a n c e s  e tc . it  is p o ss ib le  to  r e c o n s tr u c t  th e  n e t 

p r o d u c e  fo r  e a c h  sc h e d u le .

T h e s e  su cce ssiv e  re d u c tio n s  o f  th e  d u ty  c a n  b e  c o n 

s id e re d  u n d e r  fo u r  h e a d in g s :

[a) Repayments o f  duty. T h is  is th e  c a te g o r y  fo r  w h ic h  

th e  m o st in fo r m a tio n  is a v a ila b le . T h e  28th Report 

(p . 258) g iv e s  a n  a n a ly s is  o f  th e  d u ty  r e p a id  in  e a c h  

y e a r  fro m  1868/9 I® 1884/5, fro m  1887/8 a  fu ll 

a n a ly s is  is g iv e n  a n n u a lly  in  th e  Reports. F o r  th e  m issin g  

y e a rs  th e  to ta l a m o u n t, b u t  n o  a n a ly s is , c a n  b e  o b ta in e d  

fro m  th e  a n n u a l Finance Accounts [20 ]. I t  is s ta te d  in  th e  

Reports th a t  th e  fig u re  fo r d u t y  re p a id  sh o u ld  b e ta k e n  

as r e la t in g  to  d u t y  p a id  in  th e  p r e c e d in g  y e a r , a n d  th e  

d u ty  r e p a id  c a n  th u s  b e  c o n v e r te d  to  th e  e q u iv a le n t  

in c o m e  assessed a t  th e  r a te  o f  d u ty  r u lin g  in  th e  p r e c e d in g  

y e a r .

T h e  m a in  a llo w a n c e s  m a d e  b y  r e p a y m e n t  o f  d u ty  a re  

sp e c ifie d  in  th e  Reports. T w o  o f  th ese  -  fo r a b a te m e n ts  

a n d  life  in s u ra n c e  p re m iu m s -  n e ed  n o t b e  a llo c a te d  

to  th e  sch e d u le s  s in ce  th e y  h a v e  to  b e a d d e d  b a c k  a t  a 

la te r  s ta g e  to  a r r iv e  a t  th e  ta x a b le  in c o m e . O th e rs ,

su ch  as th e  ‘ d im in u tio n  o f  in co m e , S c h e d u le  D ’ , o r  the

‘a llo w a n c e s  fo r a g r ic u ltu r a l r e l ie f ’, a re  c le a r ly  a p / lic a b le

to  sp e c ific  sch e d u le s. T h e  re m a in d e r  a re  a llo c a te d  b y

e x tr a p o la t in g  th e  p ro p o rtio n s  w h ic h  a p p lie d  in  the 
p e r io d  1900/1 to  1914/15.

{b) The statutory income, Schedule B .  T h is  re d u ctio n  in  

th e  d u ty  re la te s  o n ly  to  S c h e d u le  B  a n d  so p resen ts no 

p r o b le m  o f  a llo c a tio n . I t  arises fro m  th e p ra c tic e  o f  

d e e m in g  fa rm e rs ’ s ta tu to ry  in co m e s to  b e a  ce rta in  

p ro p o rtio n  o f  th e ir  gross ren t. In  this p e rio d  th is w as 

g iv e n  e ffe c t  b y  c h a r g in g  th e  ta x  a t  th e  d esired  p ro- 
p o rtio n  o f  th e  c u r r e n t  le a d in g  rate.^

(r) Unassessed duty and recoveries from  default schedules o f  

prior years. T h is  is a n  a d d itio n  to  th e  n e t p ro d u c e  o f  the 

ta x . T h e  first p a r t  co v e rs  in c o m e  o n  w h ic h  ta x  is co lle c te d  

w ith o u t  r e g u la r  assessm ent. T h e  a m o u n ts  in v o lv e d  h a v e  

b e e n  e stim a te d  b y  S ta m p  [247, p p . 213-14 a n d  496-8] 
a n d  a c c o r d in g  to  h im  re la te  w h o lly  to  S c h e d u le  D . T h e  

se co n d  p a r t  is se lf-e x p la n a to ry . I t  is r o u g h ly  assign ed  to

th e  fiv e  sch e d u le s , w ith  th e  la rg e st p ro p o rtio n  ta k e n  as 
a p p lic a b le  to  S c h e d u le  D .

{d) Allowance by schedule. T h e  to ta l fo r this c a te g o ry  

c a n  u s u a lly  b e  o b ta in e d  o n ly  as a  re s id u a l: th e  d if

fe re n ce  b e tw e e n  th e  o ffic ia l n e t p r o d u c e  p lu s unassessed 

d u t y  a n d  re c o v e rie s  a n d  th e  fig u re  a rr iv e d  a t  b efore  

m a k in g  th is fin a l c o rre c tio n  is th e  a m o u n t d isch a rg e d  

fro m  d u ty  ‘ b y  s c h e d u le ’ , e ith e r  b y  o ffic ia l a llo w a n c e  o r  

d e fa u lt. In  th e  28th Report th e  fig u re  is g iv e n  fo r th e  yea rs  

1868/9 to  1883/4 ^ o d  th u s p ro v id e s  a n  in v a lu a b le  ch e ck  

o n  m y  p ro c e d u re s  (a n d  a r ith m e tic ) . T h e  Report a lso  

g iv e s  a  u n iq u e  b r e a k d o w n  b y  sc h e d u le  fo r th e  six  yea rs  

1877/8 to  1882/3. F o r  o th e r  y e a rs  th e  a llo c a tio n  to  the 

fiv e  sch e d u le s  w a s m a d e  in  th e  lig h t  o f  th e  d a ta  fo r  these 

s ix  y e a rs  a n d  w h a t  c a n  b e  le a r n t  fro m  th e  figu res for 

1891/2 o n w a rd s. T h e  m a in  d e v ia tio n  fro m  stra ig h t 

e x tr a p o la tio n  a n d  in te r p o la tio n  w a s a n  a llo w a n c e  for 

th e  a d d it io n a l r e l ie f  g r a n te d  ‘ b y  s c h e d u le ’ u n d e r 

S c h e d u le s  A  a n d  B  d u r in g  th e  a g r ic u ltu r a l depression  

o f  th e  1880S.
T h e  w h o le  o f  th e  p ro c e d u re  u p  to  this s ta g e  is illus' 

tr a te d  fo r o n e  y e a r  (18 74/5) ^ows i to  11 o f  T a b le  7 . 13

 ̂ T h e  am ounts required are given  b y  Stam p [247], p. 168.
 ̂ F or an  explan ation  o f  the operation  o f  taxation  under 

S ch edu le B  see Stam p [247], ch. II. T h e  calculation  o f  the 
am oun t by w h ich  the net incom e assessed under Schedule B 
m ust be reduced m ay be illustrated for the year 1874/5. 
In  th at year, the total net assessment under a ll schedules 
w as ;^498.26i m . and the total d u ty  charged on this was 

3.988 m . I f  the full rate o f  2d. ru lin g in that year had been 
ch arged , the d u ty  w ould  have been £.^.1^2 m. T h e  dif
ference, ; fo . i6 4 m . o f  d u ty, represents am  am ount o f 
£ ig .y  m . o f  incom e. T h is is the am ount by w hich the gross 
rent exceeded the statutory incom e under Schedule B.
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I N C O M E  A S S E S S E D  T O  I N C O M E  T A X

T A B L E  7.13 S P E C I M E N  C A L C U L A T I O N  O F  T A X A B L E  I N C O M E  B Y  

S C H E D U L E  I N  P E R I O D  1 8 5 5 / 6  T O  1 8 9 0 / 1. D A T A  F O R  1 8 7 4 / 5

D u ty

N et am o u n t ch a rg ed  to d u ty  
D u ty  a t 2d. in the p o u n d  
Less rep aym en ts o f  d u ty  
A b atem en ts
L ife  in su ran ce prem ium s 
D im in u tio n  o f  in co m e, S ch e d u le  D  
C h arities  etc.
Incom es b e lo w  exem p tio n  lim it 
O th e r  rep aym en ts

Less special ra te  S ch e d u le  B 
Less a llo w an ces b y  sch edu le 
A b a tem en ts
L ife  in su ran ce p rem iu m s 
O th er

T o ta l red u ction s (3 +  4 +  5)

— D u ty  p a id  ( 2 — 6)
Add  unassessed d u ty  

9. recoveries

10. N e t p ro d u ce  o f  the tax

1 1 . N e t in com e on w h ic h  ta x  w as received
12. Add  ab atem en ts
12. 1 A llo w e d  in the assessm ent
12.2 A llo w e d  b y  rep aym en t
12.3 A llo w e d  b y  schedule
12.4 C o rrectio n  to S ch ed u le  B

13. Add  life in suran ce prem ium s
13 . 1 A llo w e d  in the assessm ent
13.2 A llo w e d  b y  rep aym en t
13.3 A llo w e d  b y  schedule

4-152
0.058

0.008
0.008
0.004
0.018
0.013
0.007

0 .164
0.097

0.004

0.093

0 .319

3-833
0.053
0.004 0.057

3.890

In co m e

14

15

19

20.

21.

Equals T a x a b le  in com e w ith  £ 10 0  exem p tion  
lim it, an d  n o  repairs a llo w an ce  

Less in com e £ i o o - £ i 5 0  (1853/4 to 1875/6)

Equals T a x a b le  in com e w ith  £ 1 5 0  exem p tion  
lim it a n d  n o  repairs a llo w an ce  

Less in com e £ i 5 0 - £ i 6 o  (1853/4 to  1893/4)
Less repairs a llo w an ce
T ran sfer o f  m u n icip a l securities from  S ch ed u le  C
to S ch ed u le  D , until 1893/4
T ra n sfer o f ‘ concerns N o . in , S ch ed u le  A ’ from
S ch ed u le  A  to S ch ed u le  D , u n til 1865/6
Equals T a x a b le  in com e w ith  £ 16 0  exem p tion  lim it
an d  repairs a llo w an ce

( £ M . )

T o ta l

S ch ed u les

A B C D E

498.26 151 . 4 38.2 42.4 239-1 27.2

7.0
I.O
i.o

0-5 0.5

2.1 0.8 0.3 1.0

1.6 0.8 O.I 0.6 O.I

0.8 0.3 0.5

*9-7 19-7
1 1.6

0-5

11.1 4-7 0.2 5-7 0.5

38.3 6.6 19-9 0.4 8.3 0.6

460.0 144.8 18.3 42.0 230.8 26.6

8.3 6.3
0.5 6.8 O.I O.I 0.2 O.I

466.8 144.9 18.4 42.0 237-3 26.7

35-5
35-8 0.4 3-1 27.4 4-9

I.O

0-5
- 1 . 8 - 1 . 8

1-7
0-7 0.5 0.2

1.0

504.0 145-3 19-7 42.0 265.2 31. 8

28.6 1.0 2.2 — 20.5 4-9

475-4 144-3 17-5 42.0 244.7 26.9

1 1.0 1.2 2-3 i i .1 6.4 1.1
24.1 24.1

- 0 . 3 0.3

440.3 119.0 15-2 41 . 7 238.6 25.8

Notes
1 is g iven  in the Reports.
2 is the d u ty  w h ich  w o u ld  h ave been  received  i f  the 

fu ll rate  h ad  been  p aid  on the w h o le  n et assessment.
3 is g iven  in the 28th a n d  la ter Reports.

3.1 a n d  3.2, 5.1 an d  5.2 a re  not a llo ca te d  becau se th ey  are 
ad d ed  b ack  in 12.2 an d  12.3, 13.2 a n d  13.3 b elow .

3.4, 3.5 an d  3.6 a re  a llo ca ted  m a in ly  on the basis o f  the 
p rop ortion  a p p ly in g  to the sam e item s in 1900/1 to 1914/15 

4  is o b ta in ed  as show n on p. 162, n . 2 ,  ab o ve.

Cont. on p. 164.
1 1-2
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164 A P P E N D I X

{cont.)
5 is know n in total for this p articu lar yea r since it is given  

in  the 28th Report. In  years w h ere it is n o t know n it is com 
p u ted  in total as 2 — (6 +  3 +  4) an d  6 is ob tain ed  from  i o —
(8 +  9).

8 an d  9 as in S tam p  [247, p. 498] and the Reports.
10 is g iven  in the Reports  ̂ an d  11 is ca lcu la ted  from  10 at 

the cu rren t ra te  o f  d u ty.
1 2 . 1 is g iven  in the Reports  ̂ an d  there is a  con ven ien t sum 

m ary  in S tam p  [247, pp. 302-3].
12.2 see p. 164, n. i.
12.4 T h is  d ed u ctio n  from  the total o f  ab atem en ts w hich  

has to b e ad d ed  b ack  arises because o f the m eth od  o f  com 
p u tin g  statu tory incom e u n d er S ch ed u le  B. T h e  am oun t 
show n in the Reports as ab ated  u n d er S ch ed u le  B  is too large 
an d  does not correspond to the statu to ry  in com e. T h is  w as 
o fficia lly  recognised in 1889/90 an d  the official figures w ere 
m ad e up  on a  n ew  basis from  th at year. It  is, therefore, 
necessary to co rrect for this in p reced in g  years, an d  this is 
done b y  reference to 1888/9 ^^93/4 w h en  both  the actu a l
an d  the corrected  figures are g iven  in the Reports. In  these 
years the correct figure is a p p ro x im a te ly  43 %  o f  the orig in al, 
an d  this is the p roportion  taken  for the p reced in g  years. T h e  
‘ revised figures, true am ou n t ’ o f  ab atem en ts g iven  b y  S tam p , 
w h ich  is the total figure w h ich  has to be ad d ed  b ack  is thus 
m ad e up  of:

[a) T h e  official figure o f  ab atem en ts allow ed  in the assess
m ent

I t  m a y  b e  h e lp fu l to  e m p h a sise  th e  d iffe r e n c e  in  c a lc u la 

tio n  o f  th e  ta x a b le  in c o m e  in  to ta l a n d  its a llo c a t io n  to

th e  fiv e  sch e d u le s . F o r  th e  to ta l it  is p o ssib le  to  p ro c e e d  

d ir e c t ly  fro m  th e  fig u re  fo r  th e  n e t p r o d u c e  e tc . g iv e n  in 

th e  Reports. T h u s  fo r  18 74/5 w e  h a v e :

£  m.

N e t  p r o d u c e

A d d  R e c e ip ts  fo r u n assessed  d u ty  a n d  

re c o v e r ie s  fro m  d e fa u lt  sch e d u le s

3-833
0 .0 57

3-890

A t  th e  r a te  o f  2d . in  th e  p o u n d  th is g iv e s  ;^466.8 m . fo r 

th e  n e t in c o m e  o n  w h ic h  ta x  w a s  r e c e iv e d . H o w e v e r , 

w h e n  m a k in g  th e  a llo c a t io n  to  th e  sch e d u le s  it  is n eces

s a r y  to  s ta rt fro m  th e  n e t  a m o u n t c h a r g e d  to  d u t y  a n d  

r e c o n s tr u c t  th e  n e t p r o d u c e  as sh o w n  in  th e  first c o lu m n  

o f  T a b le  7 . 1 3 .  T h e  fig u re s  fo r  d u ty  c a n  th e n  b e  c o n v e rte d  

b a c k  to  in c o m e , as in  th e  se co n d  c o lu m n , a n d  th is in c o m e  

a llo c a te d  to  th e  in d iv id u a l sch e d u le s.

O n c e  th e  n e t in c o m e  o n  w h ic h  ta x  w a s  re c e iv e d  has

b e e n  e s tim a te d  fo r e a c h  s c h e d u le  th e  fo u r  re m a in in g  

stag es in  th e  c a lc u la t io n  a re  r e a s o n a b ly  s im p le . I t  is 

n e ce ssa ry , first, to  a d d  b a c k  th e  a b a te m e n t  a n d  life  

in su ra n c e  a llo w an ces.^  T h e  a llo c a tio n  o f  th e  a m o u n ts  

a llo w e d  ‘ in  th e  a sse ssm e n t’ ( c f  p . 1 61 ,  a b o v e )  is ta k e n  

fro m  th e  Reports^ a n d  n o  a llo c a tio n  is re q u ire d  fo r th e  

tw o  o th e r  m e th o d s  o f  a llo w a n c e  s in ce  n o  a llo c a tio n  w a s 

m a d e  o f  th e ir  d e d u c tio n .

{b) Add  A batem en ts a llow ed  b y  repaym ent 
{c) Less C orrection  for abatem ents allow ed  in the assess

m ent, Schedule B, until 1888/9 
{d) Add  A b atem en ts a llow ed  ‘ b y  S ch e d u le ’
(e) Equals R evised  figure, true am ount 

(a) an d  (b) are  g iven  in the Reports and [e) is S tam p ’s figure. 
T h u s  w hen  (c) has been estim ated the am ount o f  S tam p ’s 
estim ate for {d) can  be calcu lated . T h is  is the am ount in 
row  12.3.

I t  is then necessary to take acco u n t o f  the fact th at up  to 
1888/9 am oun t w h ich  w as officially  ab ated  in the assess
m en t u n d er Schedule B an d  is show n in Stam p [247], 
colum n (3), pp. 302-3, is larger than  the am oun t w hich 
has to be ad d ed  back. T h e  excess hzts therefore to be deducted 
from  the am oun t ad d ed  b ack  to Schedule B.

13 See p. 164, n. i ,  above.
14 Equals ( 11 -1-12 +  13).
15 F or 1863/4 to *875/6 as on pp. 164-5, and for 1855/6 

to 1862/3 as on p. 165.
16 Equals ( 1 4 — 15). T h e  total agrees w ith  Stam p [247], 

co lu m n  (4), p p . 3 18 -19 .
17 See p. 1 6 1, above.
18 C a lcu la te d  as one-sixth o f  the gross annual va lu e  o f 

houses an d  one-eighth  o f  the gross an n u al valu e o f lands.
19 See S tam p  [247], p . 168.
20 See S tam p  [247], p . 495.
•21 T h e  total agrees w ith  Stam p 1247], colum n (5), 

pp. 3 18 -19 .

S e c o n d ly , th e  s ta n d a rd  a llo w a n c e  fo r re p a irs  to la n d  

a n d  b u ild in g s  h a s  to  b e  m a d e  fo r S c h e d u le  A ,  th e  p ro 

c e d u re  b e in g  th e  sa m e  as in  th e  p e r io d  1891/2 to  1893/4 

(see p. 1 61 ,  a b o v e ) .

T h ir d ly ,  it  is n e ce ssa ry  to a d ju st fo r ch a n g e s  in  th e  

e x e m p tio n  lim it. F o r  1876/7 to  1890/1 th e  a c tu a l lim it 

w a s  ^{^150 a n d  th e  a d ju stm e n t is m a d e  in  th e  sam e w a y  

as in  th e  y e a rs  1891/2 to  1893/4 (P* a b o v e ) . F o r  

1863/4 to  1875/6 th e  lim it  w a s £ i o o  a n d  th e  a d ju stm e n t 

to  th e  s ta n d a rd ise d  lim it  w a s m a d e  in  tw o  stages: from

100 to  150 a n d  fro m  5 *̂  80. T h e  seco n d  stage

is c a r r ie d  o u t  in  th e  sa m e  w a y  as in  la te r  yea rs . T h e  first 

s ta g e  w a s  b a se d  la r g e ly  o n  d a ta  g iv e n  b y  S ta m p . In 

o rd e r  to  a sc e rta in  th e  a m o u n t a llo w e d  b y  S ta m p  u n d e r  

S c h e d u le  D  it  is n e ce ssa ry  to re c o n stru c t his c a lc u la tio n s  

a n d  so e lim in a te  a ll o th e r  item s c o n tr ib u tin g  to  th e  d if

fe re n ce  b e tw e e n  th e  o ffic ia l gross series w ith  e x e m p tio n

 ̂ F or abatem ents the am oun t allow ed  b y  repaym ent is not 
g iven  in the Reports before 1868/9 *̂ 6̂ *̂ he am oun t allow ed 
b y  schedule is not g iven  before 1891/2. T h e  am ounts 
in volved  h ave been estim ated b y  Stam p [247], p. 302-3. 
See also the note to line 12.4 o f  T a b le  7 .13.For life insurance 
the am oun t o f  prem ium s allow ed  b y  schedule has to be 
estim ated for 1874/5 * 890/1. T h is  was done b y  reference
to the inform ation a va ilab le  from  1891/2. Before 1874/5 
the total am ount allow ed  in the assessments, b y  schedule 
and b y  rep aym en t has to be estim ated and this was done 
p a rtly  b y  extrapolation, p a rtly  in the w a y  suggested by 
S tam p  [247, p. 207].
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lim it  o f  £ 1 0 0  a n d  S t a m p ’s tr u e  c o m p a r a b le  series  i f  

e x e m p tio n  lim it  h a d  b e e n  £ 1 5 0  th r o u g h o u t  [2 4 7 , 

T a b le  d i , c o lu m n s  (2) a n d  (3 ), p p . 2 1 8 - 1 9 ;  see a lso  

p- 494]- T h e  p r o c e d u r e  is i l lu s tr a te d  fo r  th e  y e a r  1863/4 

in  T a b le  7 . 1 4 .

T A B L E  7 .14  S P E C I M E N  C A L C U L A T I O N  

F O R  S C H E D U L E  D  I N C O M E S  £ 1 0 0 - £ 1 5 0  
I N  P E R I O D  1 8 6 3 / 4  T O  1 8 7 5 / 6 . D A T A  F O R  

1 8 6 3 / 4

10

11

12

O ffic ia l gross assessm ent 
U n til 1867/8 su bstitu te official 
n et assessm ent

A b a tem en ts  to  n et, 1863/4 
to  1867/8

R a ilw a y s  e tc ., concerns 
no. III., S ch ed u le  A ,  to 1865/6 
Equals C o rre ct gross assess
m en t (basis for 6 a n d  7)

A llo w a n c e  for life in su ran ce 
p rem iu m s d ed u cte d  from  gross 
assessm ent, 1853/4 to  1873/4 
Add  A llo w a n c e  for w e a r  an d  
tear o f  m a ch in e ry  (to 1879/80) 
Add  U nassessed d u ty  
Add  M u n ic ip a l stocks in 
S ch ed u le  D
Equals C o m p a ra b le  series at 

100 exem p tio n  lim it 
Less T r u e  co m p a ra b le  series i f  

£ 1 5 0  lim it th ro u gh o u t 
Equals A d ju stm e n t to £  150 
exem ption, lim it (1863/4 to 
1875/6)

£  m . Source®

I 12.24 Reports
100.21 Reports

7-50 p. 206

26.57 P- 493

134.28

0.23 p. 207

0.51 p. 180

O.OI p. 498
i ■ p. 168

135-03

123.2 p p . 2 1 8 - 1 9

1 1.8

 ̂ P age references a re  to  S ta m p  [247].

0.464
6 is ca lcu la ted  as

266.942
X co rrect gross assessm ent m  5

0.950
7 is ca lcu la ted  as — £  x  co rrect gross assessm ent m  5

248.990

A  s im ila r  th o u g h  m u c h  s im p le r  p ro c e ss  is fo llo w e d  fo r 

S c h e d u le  E . N o  a d ju s tm e n t  is r e q u ir e d  fo r  S c h e d u le  C , 

a n d  th e  to ta l fo r  S c h e d u le s  A  a n d  B  c a n  th e n  a g a in  b e  

o b ta in e d  as a  r e s id u a l -  th e  d if fe r e n c e  b e tw e e n  S t a m p ’s 

tru e  c o m p a r a t iv e  series o f  t a x a b le  in c o m e , o n  c o n d itio n s  

o f  18 76  to  18 9 3 , a n d  m y  t a x a b le  in c o m e  series fo r  th e  

a g g r e g a te  o f  th e  f iv e  sc h e d u le s  a fte r  a ll  n e c e ssa ry  c o r r e c 

tion s e x c e p t  th is  o n e . T h is  r e s id u a l is th e n  a llo c a te d  to  

th e  tw o  sc h e d u le s  o n  th e  b a sis  o f  th e  d if fe r e n t ia l  r a te  o f  

ta x  b e fo re  1862/3 w h ic h  i t  is p o ss ib le  to  fo rm  a n  

id e a  o f  th e  a m o u n ts  ta x e d  b e tw e e n  £ 1 0 0  a n d  £ 1 5 0  

u n d e r  e a c h  sc h e d u le .

F in a lly ,  c o m p a r a b il ity  o f  th e  t im e  series  re q u ire s  tw o

transfers. In 1866/7 the assessments of quarries, mines, 
ironworks, railways, gasworks etc. (sometimes referred 
to as concerns No. iii, Schedule A) which had previously 
been included in Schedule A were transferred to 
Schedule D. The corresponding assessments have been 
estimated for earlier years by Stamp [2 4 7 , p. 493] and 
series for these years can thus be brought into line with 
the later (and more appropriate) classification. Similarly 
the interest on municipal and corporation stocks is 
again transferred from Schedule G to Schedule D.

All these remaining stages are illustrated for 1874/5
in Table 7.13.

1 8 5 5 I 6  to 18 6 2 IJ

T h is  p e r io d  p re se n ts  th e  m o st c o m p lic a t io n s  s in c e  it  is 

n o t  p o ss ib le  to  w o r k  d ir e c t ly  fr o m  th e  n e t  p r o d u c e  

fig u re s  b e c a u s e  o f  th e  sy ste m  o f  d if fe r e n t ia l  ra te s , w ith  

in c o m e s  b e tw e e n  £ 1 0 0  a n d  £ 1 5 0  p a y in g  t a x  a t  a  r a te  

b e lo w  th e  le a d in g  r a te . I t  is th e r e fo r e  n e c e s s a r y  to  e lim i

n a te  fro m  th e  o ff ic ia l  f ig u r e s  o f  n e t  p r o d u c e  th e  d u t y  

o b ta in e d  o n  in c o m e s  ta x e d  a t  th e  lo w e r  r a te , le a v in g  th e  

n e t  p r o d u c e  fro m  in c o m e s  a b o v e £ i  50 . T h is  c a lc u la t io n  is 

m a d e  s e p a r a te ly  fo r  e a c h  s c h e d u le , a n d  fo r  th e  to ta l  

(a n d  fo r  S c h e d u le  D )  a  fu r th e r  s m a ll d e d u c t io n  h a s  to  

b e  m a d e  fro m  18 55/6  to  18 59/60  to  e lim in a te  th e  5 %  

c o m p o s it io n  d u t y  w h ic h  so m e  ta x p a y e r s  p a id  in  th e  

e a r ly  y e a r s  fo r  th e  r ig h t  to  b e  t a x e d  o n  th e  s a m e  assess

m e n t  fo r  th r e e  y e a r s  ru n n in g .^  T h e  c a lc u la t io n  is i l lu s 

tr a te d  fo r  th e  a g g r e g a t e  o f  a l l  s c h e d u le s  fo r  th e  y e a r  

18 57/8  in  T a b l e  7 . 1 5 .

G r o s s in g  th e  a d ju s te d  n e t  p r o d u c e  a t  th e  h ig h e r  r a te  

o f  d u t y  g iv e s  th e  n e t  in c o m e  o n  w h ic h  t a x  w a s  r e c e iv e d  

a n d  i t  is th e n  p o s s ib le  to  p r o c e e d  as fo r  thf* p e r io d  fro m  

18 63/4, a d d in g  th e  a l lo w a n c e  fo r  life  in s u r a n c e  p r e 

m iu m s  d e d u c t in g  th e  r e p a ir s  a l lo w a n c e  a n d  th e  

in c o m e  b e tw e e n  £ 1 5 0  a n d  £ 1 6 0 ;  a n d  tr a n s fe r r in g  to  

S c h e d u le  D  th e  ‘ c o n c e r n s  N o . I I U  fro m  S c h e d u le  A  

a n d  th e  in te re s t  o n  m u n ic ip a l  s to c k  fro m  S c h e d u le  C .

T h is  c o m p le te s  th e  firs t ta sk  a n d  p r o v id e s  c o m p a r a b le  

e s tim a te s  o f  t a x a b le  in c o m e  fro m  18 5 5 /6  to  19 19 /2 0  

fo r  e a c h  o f  th e  f iv e  s c h e d u le s , s u m m in g  in  to ta l  to  th e  

c o r r e s p o n d in g  series g iv e n  b y  S ta m p  [2 4 7 , p p . 3 1 8 - 1 9 ,  

c o lu m n  (5 )] . T o  th e  e x te n t  th a t  S t a m p ’ s e s tim a te s  a r e  

c o r r e c t  a n y  e rro rs  in  m y  e s tim a te s  fo r  th e  c o m p o n e n ts  

m u s t  c a n c e l  o u t. F u r th e r m o r e , th r e e  o f  th e  f iv e  s c h e d u le s  

(B , C  a n d  E ) a r e  e x tr e m e ly  s ta b le , b o th  in  th e ir  gro ss 

assessm en ts a n d  in  th e  d e d u c tio n s  fro m  th e  g ro ss, so 

th a t  a n y  e rro rs  a r e  p r o b a b ly  c o n c e n tr a te d  in  S c h e d u le s  A  

a n d  D . A t  a  v e r y  r o u g h  g u ess, th e  m a r g in s  o f  e r r o r  fo r  

a n y  in d iv id u a l  s c h e d u le  a r e  p r o b a b ly  n o t  g r e a te r  th a n

 ̂ See S ta m p  [247], p p . 2 0 7-10 . 
2 See S ta m p  [247], p . 207.
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± £ 2 m .  for  1891/2 to  1899/190 0  a n d  ± £ ^ m .  fo r  

e a r lie r  y e a rs . T h e s e  m a rg in s  o f  e rro r  r e la te  o n ly  to  th e  

a c c u r a c y  o f  th e  e s tim a te d  a d ju s tm e n t to , a n d  a llo c a tio n  

o f, th e  o ffic ia l re tu rn s  -  th e  a c c u r a c y  o f  th e  re tu rn s  

th e m se lv es  is c o n s id e re d  e lse w h e re  (see C h a p t e r  7 .2 ).

T A B L E  7.15  S P E C I M E N  C A L C U L A T I O N  

F O R  I N C O M E S  £ 1 0 0 - £ 1 5 0  I N  P E R I O D  

1 8 5 5 / 6  T O  1 8 6 2 /3 . D A T A  F O R  1 8 5 7 / 8  { £ M . )

D u ty  In com e

N e t am ou n t ch arged  to d u ty  
D u ty , i f  w h ole  am ou n t ch arged  at 
lead in g  rate  o f  7d. ( i x  7/240) 
A c tu a l d u ty  ch arged

8.536

292.694

7.906

Equals * Loss ’ o f  d u ty  (2 — 3)
A m o u n t ‘ lo s t ’ because S ch ed u le  B 
ch arged  at o n ly  a  p roportion  o f  the 
fu ll rate
Equals A m o u n t ‘ lost* because o f  the 
low er d ifferen tial rate  (4 — 5)

"]a A m o u n t o f tax  o b ta in ed  on incom es

5d.

0.630
0.496 17.0

0.134

0.336

taxed  at the low er rate  I 6 x
7d . - 5d.

C orresp o n d in g  am ou n t o f  incom e 
N o w  ta k e :
T h e  official net p ro d u ce  o f  the tax  
Less In com e taxed  at low er rate  (7) 
Less 5 %  com position  d u ty  

1 1 . Add  U nassessed d u ty  a n d  recoveries 
12a N e t p ro d u ce ex clu d in g  low er incom es 

after a ll a llow an ces a n d  reductions
{ 8 - 9 - 1 0 + 1 1 )

b C orresp o n d in g  net incom e on w h ich  
ta x  w as received

1 6 . 1

7.479
0.336
0.007
0.013

7.149

244.7

Mote: F o r 1857/8 the lead in g  rate  o f  d u ty  w as 7d. an d  the 
rate  on incom es o f  100 to 150 w as 3d. 

s o u r c e : 1 , 3 ,  8 a n d  1 1 : G iv en  in the 13th an d  28th Reports^
w h ich  con tain  v a lu a b le  sum m aries o f  prior 
years.

5 : E stim ated  sep arately  for E n g la n d  an d  W ales, 
S co tlan d  an d  Irelan d  on the basis o f  the 
official figures o f  the net assessment a n d  the 
d u ty  p a y a b le . T h e  rate  on S ch edu le B  on 
incom es o f  £ 1 5 0  or over w as 3^d. in E n glan d  
an d  W ales a n d  2 |d . in S cotlan d. F or incom es 
ofj^^ioo to £ 1 5 0  the rates w ere 2 jd . and i f | d .  
C a lcu la te d  on the lines exp lain ed  b y  Stam p

[247]. PP- 253-4.

10

T h e  se co n d  ta sk  is to m a k e  a  fe w  te c h n ic a l a d ju s t

m en ts  to  th e  ta x a b le  in c o m e  sta tistics  a n d  to c o n v e r t

th e m  fro m  th e  f in a n c ia l y e a r  o f  assessm en t to  th e  

c o rr e s p o n d in g  c a le n d a r  y e a r  o r  y e a rs  in  w h ic h  th e  p ro fits  

w e re  e a rn e d .

Schedule A

S ta m p  h a s e s tim a te d  th a t  so m e a llo w a n c e  sh o u ld  be 

m a d e  fo r d e fic ie n c ie s  in  th e  e a r lie s t  v a lu a tio n s  o f  la n d  

a n d  b u ild in g s , a n d  th a t  an  a d d itio n  n o t e x c e e d in g  5 

sh o u ld  b e  a m p le  to  m a k e  th e  e a r ly  figu res c o m p a ra b le  

w ith  la te r  y e a rs  [2 4 7, p . 38 ]. I h a v e  a d d e d  5 %  to th e  

ta x a b le  in c o m e  in  th e  reassessm en t y e a r  1857/8, 4 %  in 
1861/2 a n d  3 %  in  1864/5.

S e c o n d ly , a  c o rre c tio n  h as to  b e  m a d e  to  a llo w  fo r the 

la g  in  S c h e d u le  A  v a lu e s  for E n g la n d  a n d  W a le s  b e tw e e n  

reassessm en t years.^ S o m e  o f  th e  te c h n ic a litie s  o f  th e  

c o r r e c tio n  a re  e x p la in e d  b y  P re st [2 3 1 , p p . 4 3 -4 ] . F o r 

th e  y e a rs  1855/6 to  1870/71 S ta m p  [2 4 7, p p . x v i an d  

3 1 - 6 ]  h a s  su g g e ste d  th a t  th e  ‘ p r o b a b le  tru e  l in e ’ o f  th e  

gross assessm en ts w o u ld  sh o w  a  lin e a r  in cre a se  p assin g  

s lig h t ly  b e lo w  th e  o ffic ia l fig u re  in  th e  reassessm ent 

y e a rs  a n d  a b o v e  it  in  o th e r  y e a rs . A n  a p p ro p r ia te  

c o r r e c tio n  h a s b e e n  m a d e  o n  th is basis to  c o v e r  la n d  a n d  
h o u ses e tc .

F ro m  1870 o n w a rd s  th e  p ro c e d u re  a d o p te d  fo llow s 

th a t  o u tlin e d  b y  P re st [2 3 1] a n d  is a p p lie d  o n ly  to  b u ild 

in g s  u sed  w h o lly  o r  p a r t ly  fo r re s id e n tia l purposes.^ 

L a n d s  a re  e x c lu d e d  in  m a k in g  th e  adjustm ent.®  T h e  

a m o u n ts  in v o lv e d  a r e  fa ir ly  sm a ll, ty p ic a lly  less th a n  

£ 2  m . a t  th e  p o in t  o f  g re a te s t  u n d e r v a lu a tio n  in  th e  y e a r  

im m e d ia te ly  p r e c e d in g  th e  reassessm ent.

T h e  a d ju ste d  fig u re  o f  ta x a b le  in c o m e  u n d e r 

S c h e d u le  A  is th e n  c o n v e rte d  to  a  c a le n d a r  y e a r  basis 

b y  th e  c o n v e n tio n a l m e th o d  o f  ta k in g  o n e -q u a rte r  o f  

th e  in c o m e  ta x  y e a r  e n d in g  o n  5 A p r il  o f  th e  c a le n d a r  

y e a r  a n d  th re e -q u a rte rs  o f  th e  fo llo w in g  fin a n c ia l y ea r. 

T h e  re su lt  is sh o w n  in  T a b le  7 .1 6 , c o lu m n  ( i ) .

Schedule B

T h is  series is o f  n o  v a lu e  fo r n a tio n a l in c o m e  purposes. 

I n th e  b e lie f  th a t  fa rm e rs  c o u ld  n o t k e e p  p ro p e r  acco u n ts, 

th e ir  s ta tu to r y  in c o m e  fo r ta x  p u rp o ses w a s d eem e d  to 

b e  a n  a r b itr a r y  p ro p o rtio n  o f  th e ir  gross ren t as assessed 

fo r  S c h e d u le  A .  U n t il  1895/6 th e  m e th o d  a d o p te d  w as 

to  ta k e  th e  gross ‘ in c o m e ’ as th e  fu ll S c h e d u le  A  gross 

a n n u a l v a lu e  a n d  c h a r g e  ta x  a t  th e  d esired  p ro p o rtio n  

o f  th e  c u r r e n t  le a d in g  ra te . F ro m  1896/7 th e  sam e effect 

w a s a c h ie v e d  b y  m a k in g  th e  le a d in g  ra te  p a y a b le  o n  the

 ̂ See S tam p  [247], p . 31.
® T h e  overall ju stification  for exclu d in g trade premises is 

th at the S ch edu le A  va lu e  was allow ed as a  deduction for 
the im puted rent o f  ow ner-occupied property in arrivin g 
at taxab le  profits under Schedule D . .A.ny understatem ent 
in the Schedule A  values w ill be balan ced  b y  overstatem ent 
in S ch edu le D . T h e  am ounts involved are v e ry  sm all and 
no transfer has been m ade from  D  to A  to correct for this.

® See Prest [231], p . 44, n. i.
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d esired  p r o p o r t io n  (o n e -th ir d  u n til  1 9 1 4 / 1 5 )  o f  th e  gross 

a n n u a l v a lu e . I t  is p o s s ib le  to  o v e r c o m e  tliis  c h a n g e  b y  

r e d u c in g  th e  p r e - 18 9 6 /7 g ro ss  in c o m e s  to  th e ir  c o r r e 

s p o n d in g  s ta tu to r y  in c o m e  a n d  th is  w a s  d o n e  b y  S ta m p  

[247, p p . 8 8 -9 2 ] .

E v e n  t lie n , th e  series  b e a rs  l i t t le  r e la t io n  to  th e  a c tu a l  

in c o m e  o f  fa rm e rs  as e s t im a te d  d ir e c t ly  fro m  fa rm  d a ta  

(cf. C h a p t e r  2.2 a b o v e ) ; it  re fle c ts  th e  stick in e ss  o f  ren ts  

ra th e r  th a n  th e  v o la t i l i t y  o f  p ro fits , a n d  fo r  th e  m o st p a r t  

n e ith e r  tr e n d  n o r  le v e l  a r e  c o r r e c t ly  m e a s u re d . T h e  

a d ju ste d  c o m p a r a b le  series  o f  t a x a b le  in c o m e  is sh o w n  

in  T a b le  7 . 1 6  o n ly  to  c o m p le te  th e  t a x  series  a n d  to  

s u b s ta n tia te  th is  c r it ic is m .

Schedule C

T h is  series h a s  o n ly  to  b e  c o n v e r te d  to  a  c a le n d a r  y e a r  

basis a n d  th is  is d o n e  b y  th e  u s u a l p r o c e d u r e . I t  is 

sh o w n  in  c o lu m n  (3) o f  T a b l e  7 . 1 6 .

Schedule D

In c o m e s  assessed  to  t a x  u n d e r  S c h e d u le  D  c o u ld  b e  

assessed o n  th e  b a sis  o f:

(«)
(i)
(0

T h e  p ro fits  o f  th e  c u r r e n t  y e a r

T h e  p ro fits  o f  th e  p r e c e d in g  y e a r

A  m o v in g  a v e r a g e  o f  th e  p ro fits  o f  th e  fiv e  p r e c e d -

id)
in g  y e a rs

A  m o v in g  a v e r a g e  o f  th e  p ro fits  o f  th e  th re e  p r e 

c e d in g  y e a rs

In  m a k in g  th e  a d ju s tm e n t  to  th e  c a le n d a r  y e a r  in  w h ic h  

th e  p ro fits  w e r e  e a r n e d  it  is n e c e s s a ry  to  w o r k  first w ith  

th e  o r ig in a l g ro ss  assessm en ts. A n  o v e r a ll  a d ju s tm e n t  to  

th e  S c h e d u le  D  t a x a b le  in c o m e  series  is th e n  m a d e  a t

th e  fin a l s ta g e .

F o r  (a) th e  r e le v a n t  series  c a n  b e  o b ta in e d  fro m  th e  

Reports a n d  th e  p ro fits  o f  th e  y e a r  o f  assessm en t a re  

s im p ly  ta k e n  as th e  p ro fits  fo r  th e  c a le n d a r  y e a r .  T h e  

a m o u n ts  in c lu d e d  in  [b) c a n  b e  o b ta in e d  fro m  th e  

Reports o r  fr o m  S ta m p  [2 4 7 , p p . 2 2 0 - 1 ]  a n d  th e  r e 

c o rd e d  a ssessm en t is s h ifte d  b a c k  o n e  y e a r  a n d  th e n  

ta k e n  fo r  th e  c a le n d a r  y e a r ,  e .g .  th e  assessed  r a i lw a y  

p ro fits  fo r  1878/9 a r e  ta k e n  as th e  p ro fits  o f  1 87 7 .  

(c) re la te s  to  th e  p ro fits  o f  m in es  in  th e  U n ite d  K in g d o m , 

a lm o st e x c lu s iv e ly  c o a l  m in e s. I h a v e  fo llo w e d  th e  p r o 

c e d u re  su g g e ste d  b y  P re s t  fo r  u n s c r a m b lin g  th e  f iv e -y e a r  

m o v in g  a v e r a g e , i .e . s ta r t in g  fro m  th e  e s tim a te s  o f  

a n n u a l p ro fits  fro m  1888 to  1 9 1 5  g iv e n  b y  S ta m p  [248, 

p . 259 ] a n d  e x tr a p o la t in g  (b a c k w a r d s  to  1 85 5  a n d  fo r

w a rd s  to  1 9 1 9 )  o n  th e  b a sis  o f  th e  m o v in g  a v e r a g e .

I t  is {d),  th e  th r e e -y e a r  m o v in g  a v e r a g e , w h ic h  

a c c o u n ts  fo r b y  fa r  th e  la r g e s t  p a r t  o f  th e  to ta l u n d e r  

S c h e d u le  D  (a b o u t  7 5 % )  a n d  w h ic h  h a s  g iv e n  a ll  esti

m a to rs  th e  m o st tr o u b le . T h e  first step  is to  is o la te  th e  

series w h ic h  h a s  to  b e  u n s c r a m b le d . T h e  n u m e ro u s

a d m in is tr a t iv e  c h a n g e s  -  m a n y  o f  w h i c h  w e r e  re fe rre d  

to  in  th e  firs t p a r t  o f  th is  A p p e n d ix  -  m a k e  it  im p o ss ib le  

to  w o r k  d ir e c t ly  w ith  th e  o ff ic ia l  r e c o r d e d  series  o f  

assessm en ts b a se d  o n  a  th r e e - y e a r  m o v in g  a v e r a g e , 

d e s c r ib e d  in  th e  o ld e r  Reports as ‘ tra d e s  a n d  p r o fe s s io n s ’ 

a n d  ‘ p u b l i c  c o m p a n ie s ’ . F r o m  1868/9 o n w a r d s  it  is 

p r o b a b ly  le g it im a te  to  a ssu m e  th a t  th e  c o r r e c te d  (i.e . 

c o m p a r a b le  a n d  s ta n d a r d is e d )  th r e e - y e a r  m o v in g  

a v e r a g e  w a s  th e  sa m e  p r o p o r t io n  o f  S t a m p ’s tr u e  c o m 

p a r a b le  series  fo r  a ll  S c h e d u le  D  g ro ss  assessm en ts [2 4 7 , 

p p . 2 1 8 - 1 9 ]  as th e  u n c o r r e c te d  o ff ic ia l  g ro ss  assessm en ts 

o n  ‘ tra d e s  a n d  p r o fe s s io n s ’ p lu s  ‘ p u b lic  c o m p a n ie s ’ w a s  

o f  th e  u n c o r r e c te d  o ff ic ia l  g ro ss  to ta l.  T h is  p r o c e d u r e  

a c c o u n ts  fo r  o n ly  p a r t  o f  th e  to ta l c o r r e c t io n  to  th e  to ta l 

g ro ss  assessm en ts a n d  th e  b a la n c e  o f  th e  c o r r e c t io n  w a s  

a l lo c a te d  to  th e  c u r r e n t  c a le n d a r  y e a r .  F o r  18 67/8  it  

is first n e c e s s a ry  to  a d d  b a c k  th e  a b a te m e n ts  to  th e  

o ff ic ia l  f ig u r e  fo r  ‘ tra d e s  a n d  p r o fe s s io n s ’ , a n d  o n ly  th e n  

is th e  g ro ss  f ig u r e  c o m p a r a b le  w ith  t h a t  fo r  fo llo w in g  

y e a rs . F o r  18 54/5 18 6 6 /7 th e  series  to  b e  u n s c r a m b le d

is ta k e n  as S t a m p ’s t r u e  c o m p a r a b le  S c h e d u le  D  g ro ss  

series  less th e  a m o u n t  in c lu d e d  in  th e m  fo r  ‘ c o n c e r n s

N o . HI, S c h e d u le  A ’ (th is  c a t e g o r y  c o v e r s  th e  p r e c e d in g  

y e a r  a n d  fiv e  y e a r  m o v in g  a v e r a g e  c o m p o n e n ts ;  th e  

c u r r e n t  y e a r  c o m p o n e n ts  w e r e  n e g lig ib le  a t  th is  s ta g e  

-  less th a n  i .5  m . -  a n d  w e r e  n o t  id e n tif ie d  s e p a r a t e ly ) .

T h e  s e c o n d  ste p  is to  f in d  a  m e th o d  fo r  u n s c r a m b lin g  a  

m o v in g  a v e r a g e  w h e n  n o n e  o f  th e  o r ig in a l  c o m p o n e n ts  

a r e  k n o w n . A n  in g e n io u s  p r o c e d u r e  fo r  th is , d u e  

b a s ic a l ly  to  D . G . C h a m p e r n o w n e , is d e s c r ib e d  b y  

P re s t  [2 3 1 , p p . 3 3 - 6  a n d  A p p e n d ix  i i ] .  H is  c a u t io n a r y  

re m a rk s  a b o u t  th e  l im ita t io n s  o f  th is  m e th o d  a n d  th e

a s su m p tio n s  o n  w h ic h  i t  d e p e n d s  a r e  e q u a l ly  a p p lic a b le  

to  th e  p re s e n t e s tim a te s  fo r  th e  p e r io d  1 8 5 5 -1 9 0 3 , 

w h e r e  th e  s a m e  p r o d u c e  h a s  b e e n  a d o p te d . A f t e r  so m e  

e x p e r im e n t  it  a p p e a r e d  th a t  th e  m o st s a t is fa c to r y  resu lts  

c o u ld  b e  o b ta in e d  i f  th e  u n s c r a m b lin g  w a s  d o n e  

s e p a r a te ly  fo r  18 54/5 to  1 87 5/ 6  a n d  18 77/8  to  1905/6, 

in te r p o la t in g  fo r th e  m iss in g  year.^  F o r  1 9 0 4 - 1 4  th e  u n 

s c r a m b lin g  w a s  c a r r ie d  o u t  w ith  th e  a id  o f  S t a m p ’s 

e s tim a te s  o f  th e  a n n u a l p e r c e n ta g e  c h a n g e  in  th e  p ro fits  

o f  a  s a m p le  o f  c o m p a n ie s  [248 , p . 2 7 6 ] . T h e  d e ta ils  a n d  

th e  c o m p a r a t iv e  m e rits  o f  th e  p r o c e d u r e  w e r e  se t o u t  in  

m y  e a r lie r  a r t ic le  [16 0 , p p . 3 7 7 - 9 ] .

T h e  f in a l p r o b le m  is to  d e c id e  th e  t im in g  o f  th e  s e r ie s : 

h a v in g  o b ta in e d  th e  u n s c r a m b le d  fig u re s , to  w h a t  y e a r s  

d o  th e y  c o r r e s p o n d ?  S in c e  th e  a n s w e r  is o f  c o n s id e r a b le  

im p o r ta n c e  i f  th e  e s tim a te s  a r e  to  b e  o f  u se  o n  a n  

a n n u a l b asis , it  is n e c e ssa ry  to  e x p lo r e  th is  in  so m e  

d e ta il.

 ̂ O n  the p ro b ab le  reasons w h y  a  b reak  is necessary a t these 
points, see Prest [2 3 1], p p . 34-8.
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168 A P P E N D I X

F o r  a n y  in c o m e  ta x  y e a r  o f  assessm en t, sa y  6 A p r il  

190 4 to  5 A p r i l  19 0 5, th e  ta x  w o u ld  n o r m a lly  b e  d u e  on 

I J a n u a r y  19 0 5, a n d  w o u ld  b e  p a id  o n  th e  basis o f  th e  

a v e r a g e  o f  th e  p ro fits  o f  th e  th re e  p r e c e d in g  y e a rs , 

i.e . th e  y e a rs  e n d in g  n o t  la te r  th a n  5 A p r i l  190 2, 1903 

a n d  1904. S ta m p  h as e s tim a te d  th a t  th e  m e a n  te rm in a l 

d a te  to  w h ic h  f in a n c ia l a c c o u n ts  w e re  a c t u a lly  m a d e  

u p  d oes n o t m a te r ia lly  d e v ia te  fro m  31 D ecem b er.^  

T h e  p ro fits  r e tu rn e d  fo r th e  y e a r  o f  assessm en t 1904/5 

c a n  th e re fo re  b e  r e g a r d e d  as b e in g  th e  a v e r a g e  o f  th e  

a c tu a l  p ro fits  fo r th e  y e a rs  e n d e d  31 D e c e m b e r  1901 ,  

1902 a n d  1903.

W h e n  th e  m o v in g  a v e r a g e  is u n r a v e lle d  it  w o u ld  

se e m , th e re fo re , th a t  th e  re s u lt in g  f ig u r e  c o rr e s p o n d in g  

to  th e  m o v in g  a v e r a g e  fo r  1904/5 sh o u ld  b e  ta k e n  as th e  

a c tu a l  p ro fits  o f  th e  c a le n d a r  y e a r  19 0 2, a n d  so o n . (I 

s h a ll re fe r  to  th is  a d ju s tm e n t as ‘ s e tt in g  th e  series b a c k  

tw o  y e a r s ’ ). W h e n  th e  series o f  S c h e d u le  D  p ro fits  

o b ta in e d  in  th is  w a y  is tested  it  is e v id e n t  th a t  th e re  a re  

c e r ta in  in co n sis te n c ie s  in  th e  t im in g  w e  sh o w . T h e  m a in  

test w a s  to  c o m p a r e  th e  e s tim a te s  w ith  a  re p re s e n ta tiv e  

se t o f  o th e r  series  n o r m a lly  r e g a r d e d  as g iv in g  a  g o o d  

in d ic a t io n  o f  th e  f lu c tu a tio n s  in  th e  eco n o m y.^  T h e r e  is 

g e n e r a l  a g r e e m e n t  fo r  so m e  y e a r s , su ch  as 18 66, 18 79  

a n d  p e rh a p s  18 9 9 ; b u t  in  o th e r  y e a rs  th e  p ro fits  series 

is in  a d v a n c e  o f  th e  o th e r  in d ic a to r s , fo r  e x a m p le , in  

18 8 5, 1889 a n d  18 92. T h is  e v id e n c e  is c e r ta in ly  n o t 

c o n c lu s iv e , a n d  th e re  a r e  g e n e r a lly  so m e  series w h ic h  

h a v e  tu r n in g  p o in ts  w h ic h  a r e  th e  sa m e  as, o r  e v e n  

e a r lie r  th a n  th o se  o f  th e  u n s c r a m b le d  p ro fits  series. T h e  

o v e r a ll  im p re ss io n , h o w e v e r , a t  le a s t  fo r  th e  i8 8 o s  a n d  

1890s, is th a t  th e  p ro fits ’ tu r n in g  p o in t  co m e s o n e  y e a r  

to o  soon .

A  s im ila r  c o m p a r is o n  le d  P re st [2 3 1 , p . 59] to  a rg u e  

th a t  th e re  m u st b e  so m e fa c to r  in h e r e n t  in  th e  ta x  system  

s e r v in g  to  a d v a n c e  th e  series, a n d  h e  a c c o r d in g ly  set th e  

u n s c r a m b le d  f ig u r e  b a c k  o n ly  o n e  y e a r .  H e  su g g e ste d  

th r e e  fa c to rs  to  ju s t i fy  th is :

(i) T h e  o p e r a t io n  o f  th e  13 3 rd  S e c tio n  o f  th e  1842 

A c t ,  th e  e ffe c t  o f  w h ic h  w a s  th a t  th e  a v e r a g e  o f  th e  

th re e  p r e c e d in g  y e a rs  c o u ld  b e  a d ju ste d  b y  in tr o 

d u c in g  th e  a c tu a l  resu lts  o f  th e  y e a r  o f  assessm en t in to  

th e  a v e r a g e , in  c e r ta in  cases w h e r e  th e re  h a d  b e e n  a  

fa ll in  profits.® T h is  h e  c o n sid e re d  ‘ t h e  m o st im p o r ta n t ’ 

fa c to r .

(ii) T h e  e x is te n c e  o f  a  c la u se  e n a b lin g  losses to  b e 

re p o rte d  a t  o n c e , a n d  so d e d u c te d  fro m  th e  a v e r a g e  o f  

th e  th re e  p r e c e d in g  yea rs .

(iii) T h e  assessm en t o f  n e w  busin esses, w h ic h  c o u ld  

n o t b e  assessed o n  a  th r e e -y e a r  a v e r a g e  b asis, o r  o f  d is

c o n tin u e d  businesses.

I n  fa c t, h o w e v e r , n e ith e r  (i) n o r  (ii) c o u ld  h a v e  h a d  

a n y  e ffe c t  o n  th e  t im in g  o f  S c h e d u le  D  assessm ents. A t

th e  tim e  th e  assessm ents w e re  c lo sed  th e  p rofits o f  the 

y e a r  o f  assessm ent c o u ld  n o t b e  k n o w n ; fo r e x a m p le , 

fo r th e  y e a r  o f  assessm ent 1904/5 th e  assessm ent m a d e  in  

la te  1904 c o u ld  n o t ta k e  in to  a c c o u n t  th e  a c tu a l p rofits 

fo r  th e  y e a r  e n d e d  D e c e m b e r  1904 o r  la te r . A c c o r d in g ly , 

th e  m e th o d  w h e r e b y  r e lie f  w a s  o b ta in e d  w h e n  a  c la im  

w a s  m a d e  u n d e r  e ith e r  (i) o r  (ii) w a s  b y  a  re p a y m e n t o f  

ta x . N o  c h a n g e  w o u ld  b e  m a d e  in  e ith e r  th e  gross o r  th e  

n e t assessm en t in  su ch  a  ca se , a n d  th e  e ffe c t  o f  th e  r e lie f  

w o u ld  o n ly  b e  re fle c te d  in  th e  a m o u n t o f  th e  deductions 

to  b e  m a d e  fro m  th e  n e t assessm ent. S in c e  th e  m o v in g  

a v e r a g e  w a s  ta k e n  fro m  th e  p u b lish e d  o ffic ia l gross 

assessm en t it  is c le a r  th a t  th e  fig u re s  a re  u n a ffe c te d  b y  
th ese  form s o f  relief.^

T h is  le a v e s  o n ly  (iii) a n d  it  seem ed  e v id e n t th a t, e x c e p t 

p e rh a p s  in  th e  e a rlie st y e a rs  o f  th e  ta x , th e  in flu e n ce  o f  

n e w  o r  d isc o n tin u e d  businesses c o u ld  n o t b e  s ig n ifica n t 

in  re la tio n  to  th e  to ta l assessm ent.

T h e  t im in g  su g g e sted  b y  th e  co m p a riso n  w i t h  the 

o th e r  series w a s  su ffic ie n tly  in c o n c lu s iv e  to  su ggest, a t  

this p o in t, th a t  th e  d iscre p a n cie s  o u g h t  s im p ly  to  be 

d is re g a rd e d  a n d  th e  u n sc ra m b le d  series set b a c k  tw o  
yea rs .

H o w e v e r , it  p ro v e d  p o ssib le  to  m a k e  o n e  fu rth e r  test 

a g a in s t  so m e d a ta  o n  y e a r  to  y e a r  ch a n g e s  g iv e n  b y  

S ta m p  [248, p . 2 7 6 ]. B e ca u se  o f  th e  fo rm  in  w h ic h  the 

d a ta  w e re  g iv e n  th is test w a s  v e r y  u n c e rta in , b u t  for 

w h a t  it  w a s  w o r th  it  a lso  su g g e sted  th a t  th e  series o u g h t 

o n ly  to  b e  set b a c k  o n e  y e a r .

R e n e w e d  a tte m p ts  w e re  m a d e  to  fin d  som e fa cto r  

w h ic h  w o u ld  a c c o u n t  fo r th is a p p a r e n t  a d v a n c e  in  th e  

t im in g  o f  th e  series. A  th o ro u g h  s u rv e y  o f  th e  exten sive  

m a te r ia l a v a ila b le  o n  th e  assessm ent o f  S c h e d u le  D  

profits® fa ile d  to  d isclo se  a n y  re a so n a b le  gro u n d s

1 S tam p  [247], p. 177.  See also B ow ley and Stam p [13 1], 
p . 16, an d  Report o f  the Departmental Committee on Income 
Tax^ 1905 [47]? para. 85, on w hich  the above paragraph 
is based.

2 H offm an ’s [179] in dex o f  industrial production  (excluding 
b u ild in g), exports, unem ploym ent (the inverted  trade 
union p ercen tage), bank clearings and ra ilw ay  tonnage.

3 T h e  exact operation  is explained  in detail in Prest [231],

PP- 39-50-
* It m ay also be noted that the am ount o f  the re lie f claim ed 

under these sections w as slight. T h is can be ascertained 
from  the d ata  on repaym ent o f  d u ty  w hich  was analysed 
in a rriv in g  at the taxab le  incom e under Schedule D . T h e  
corresponding am ount o f  incom e w as never m ore than

® See, e.g. the D ep artm en tal C om m ittee o f  1905 (especially 
A p p en d ices V I  an d  V I I )  [47], the R o y a l Com m ission o f 
1919-20  [52], the m an y works on this subject o f  Lord 
S tam p , an d  the standard Guide to Income Tax Practice by 
M u rra y  and C arter, 1911 [216].
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C A L E N D A R  Y E A R  E S T I M A T E S  O F  T A X A B L E  I N C O M E

U N D E R  E A C F I  S C H E D U L E ,  1 8 5 5 - 1 9 1 4

S ch e d u le  A S ch e d u le  B

(2)

S ch ed u le  C

(3 )

S ch ed u le  D

(4 )

S ch ed u le  E

(5 )

( £ M . )

T o ta l

(6)

1855 80.0 12.5 (25-0) 85.6 13.0 216.1

1856 80.8 12.0 27-4 93-9 13.6 227.7

*857 83-5 12.9 28.9 90.4 14.0 229.7

1858 85-4 12.5 29.1 97-3 14.6 238.9

1859 86.0 13.2 29-4 95-3 14.4 238.3

i860 87.8 12.3 27.8 103.4 14.8 246.1

1861
9

90.6 13.0 28.5 1 14.2 15-3 261 . D

1862 92.6 12.5 30.1 124.7 ID.O 275-9

1863 93-1 I I . 7 3 I-* 133-2 16.6 285.7

1864 95-7 13.8 3*-7 t 45-7 r 7-5 304.4

1865 98.2 14.2 32.6 *47-3 18.9 3 1 I . 2

1866 98.4 13.2 33-3 150.5 19.0 3 14 .4

1867 99-3 12.7 33-5 142.6 18.9 307.0

1868 100.6 13.2 34-3 153-4 19.1 32O.D

1869 102.0 12.7 35-2 171 . 2 20.9 342.0

1870 107.8 14.2 37-3 192.1 21 . 7 373 -*

1871 1 10.7 1 4 . 1 38.1 221.4 22.1 40D.4

1872 1 12.4 14.1 39-8 234-9 24.2 425-4

1873 r i 5-9 15-3 4 1 . 1 247-9 25.0 445-2

1874 I 19.0 15.2 41 . 7 248.0 25.8 449-7

1875 I 2I . 4 15-1 41 . 6 244-5 26.8 449-4
1876 126.6 16.3 40.2 237-5 27-9 448.5

1877 128.9 16.3 39-4 237-9 28.7 4 5 1.2

1878 130.8 15-9 39-0 234-9 29-4 450-0

1879 130-5 15-2 38.6 241.3 29-5 4 5 5 -*

1880 I 3I . I 15.0 38-9 266.1 30.4 4 8 1.5

1881 132.0 14-9 38-7 278.7 31 . 6 495-9
1882 132.8 13-7 38-7 278.6 32.8 496.6

1883 132.2 13.2 39-1 269-5 34-6 488.6

1884 132.4 12.4 39-5 258.6 .35-1 478.0

1885 133-5 12.4 40.2 258.7 35-3 480.1

1886 133-8 r i -3 41-5 276.5 36.3 499.4

1887 133-0 1 1.2 43-9 29 '-9 37-7 5 *7-7
1888 133-9 9-9 43-8 320.8 39-3 547-5
1889 134.8 9.6 42.0 345-2 42.6 574.2

1890 134-9 9-3 39-8 340.2 43-8 567.8

1891 134.2 7-3 38.5 324-5 44-9 547-4
1892 135-8 6.8 35-8 304-4 47-2 529-8

1893 137.0 8-3 37-2 304-9 47-9 533-3
1894 142.9 8.1 37-4 358.6 51-7 596-7
1895 146.0 7-9 37-2 385-8 51-4 608.1

1896 148.3 7.8 3 7 -t 388.5 54.8 6 16 .5

1897 150-3 7.8 37-0 391-9 57-8 644.8

1898 153-7 8.3 37-7 426.3 62.1 686.1

1899 158-3 6.2 37-7 484.5 85-8 730.3

1900 159-8 6.1 39-1 459-4 7 t -5 735.9
1901 161.8 5-8 41.8 434-3 75-0 718. 7

1902 163.4 5-8 43.8 445-8 78.2 736.8

1903 >65.7 5-7 42-9 422.9 81.7 718.9
1904 167.4 5-5 43-2 422.4 84.9 723-4
1905 168.0 5-4 44.2 462.0 88.7 768.3

1906 169.4 5-5 44.1 508.2 92.5 819. 7

1907 170.4 5-5 45-1 538.5 97-8 857-3
1908 170.8 5-5 44.7 482.1 104.4 807.5

1909 171.2 5-4 45-4 508.3 108.4 838.7
1910 172.8 5-4 46.0 540.5 i r 3-5 878.2
1911 173-7 5-4 46.2 573-2 120.6 9*9.*
1912 175.0 5-4 46.8 630.0 128.5 985-7
1913 176.7 5-4 47-5 674-9 *37-9 1,042.4

I9 H '78-5 5-4 49-4 576.0 *47-5 958.8

s o u r c e : Sec text, A p p e n d ix  7.2.
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w liic h  w o u ld  ju s t i fy  a d v a n c in g  th e  series in every year. 

M a n y  p o ssib ilities  w e re  con sidered^  b u t  e v e n  th o se  

w h ic h  se e m e d  a t  a ll p la u s ib le  w o u ld  o n ly  b e  lik e ly  to 

a c c o u n t  fo r d is c re p a n c ie s  b e tw e e n  th e  u n s c ra m b le d  

p ro fits  series a n d  th e  o th e r  tr a d e  in d ic a to r s  in  particular 

y e a rs . I t  is a lso  c o n c e iv a b le , o f  co u rse , th a t  th e  u n 

s c r a m b le d  S c h e d u le  D  fig u re s  g iv e  a  b e tte r  in d ic a t io n  o f  

c y c lic a l  tu r n in g  p o in ts  in  profits th a n  th e  o th e r  series 

tr ie d  as in d icato rs.^  A l l  th is m a y  c a s t  so m e  d o u b t  o n  th e  

s u ita b ility  o f  p r e - 1 9 1 4  ta x  assessm en ts as a  basis for 

p re c ise  e stim a tes  o f  th e  y e a r  to  y e a r  m o v e m e n t in  tr a d e  

p ro fits , b u t  it  d o es n o t seem  to  c o n s titu te  su ffic ie n t 

w a r r a n t  fo r  a  m e c h a n ic a l m a n ip u la t io n  o f  th e  series 

w h ic h  w o u ld  b r in g  it  fo r w a r d  b y  o n e  y e a r ,  e v e r y  y e a r . 

T h e  a lte r n a t iv e  o f  a r b it r a r y  m a n ip u la t io n  in  c e r ta in  

y e a rs  so as to  m a k e  th e  series c o n fo rm  to  th e  tu rn in g  

p o in ts  in  o th e r  in d ic a to r s  (th e m se lv e s  n o t a lw a y s  u n a n i

m o u s in  th e ir v e r d ic t)  w o u ld  b e  e v e n  m o re  u n sa tis fa c to ry . 

T h e  fin a l c o n c lu s io n  w a s , th e re fo re , to  a c c e p t  th e  lo g ic  

o f  th e  ta x  system  a n d  se t th e  u n s c r a m b le d  series b a c k  

tw o  y e a rs  o v e r  th e  w h o le  p e r io d .

I t  is n o w  p o ssib le  to  o b ta in  th e  fin a l a d ju ste d  series o f  

ta x a b le  in c o m e  u n d e r  S c h e d u le  D . T h e  to ta l o f  th e

c a le n d a r  y e a r  fig u re s  o b ta in e d  fo r  e a c h  o f  th e  fo u r  bases 

o f  assessm en t p lu s  th e  u n a llo c a te d  b a la n c e  o f  th e  a d ju s t

m e n t  fo r  c o m p a r a b il i t y  g iv e s  a  ‘ tr u e  c a le n d a r  y e a r  o f  

p r o f i t ’ series fo r  th e  S c h e d u le  D  gross assessm en ts. I f  this 

is c o m p a r e d  w ith  S t a m p ’s tru e  c o m p a r a b le  series fo r th e  

S c h e d u le  D  gro ss assessm en t (a d ju ste d  in  th e  u s u a l w a y  

to  a  c a le n d a r  y e a r  b asis) th e  a n n u a l d iffe re n c e s  sh o w  th e  

o v e r a ll  e ffe c t  o f  th e  c h a n g e  m a d e  b y  u n s c r a m b lin g  th e  

th re e -  a n d  f iv e -y e a r  m o v in g  a v e r a g e s  a n d  m o v in g  th e  

o th e r  tw o  c o m p o n e n ts  o n to  th e ir  a p p r o p r ia te  c a le n d a r  

y e a rs . T h e s e  d iffe re n c e s  c a n  th e n  b e  a p p lie d  to  th e  

e stim a tes  o f  ta x a b le  in c o m e  u n d e r  S c h e d u le  D  b e fo re

a d ju s tm e n t fo r  t im in g  to  g e t  th e  r e q u ir e d  series. T h is  is 

s h o w n  in  c o lu m n  (4) o f  T a b le  7 . 1 6 .  T h is  s ta g e  in  th e  

d e r iv a t io n  o f  th e  series in v o lv e s  th e  a ssu m p tio n  th a t  th e  

v a r io u s  a llo w a n c e s  b y  w h ic h  th e  o r ig in a l gross series 

w a s  r e d u c e d  to  th e  ta x a b le  in c o m e  w o u ld  n o t b e

a lte r e d  b y  th e  s u b s titu tio n  o f  th e  n e w  gro ss to ta l. T h is  

seem s to  b e  justified.®

Schedule E

N o  a d ju s tm e n t is m a d e  to  ta x a b le  in co m e  u n d e r 

S c h e d u le  E  a n d  th e  in c o m e  assessed for, sa y , 1866/7 

c a n  b e  ta k e n  as th e  a c tu a l in c o m e  fo r th e  c a le n d a r  y e a r  

1866.^ A  sm a ll p ro p o rtio n  o f  th e  assessm ents w e re  in  

fa c t  b a se d  o n  a n  a v e r a g e  o f  p r e c e d in g  y e a rs , b u t th e  

a m o u n t  in v o lv e d  w a s e stim a te d  b y  S ta m p  [2 4 7, p . 265] 

as n o t m o re  th a n  £ 1 0  m . o u t  o f  a  to ta l o f  £ 1 3 0  m.  in 

1 9 1 2 / 1 3  a n d  I h a v e  m a d e  n o  c o rre c tio n  fo r th is. T h e  

fin a l series is sh o w n  in  T a b le  7 .1 6 , c o lu m n  (5 ).

1 A m o n g  those considered an d  rejected w ere: (i) that the 
m eth od  used to unscram ble the series has a consistent bias 
in one d irectio n ; (ii) th at the m ean term inal date o f  the 
accoun ts on w h ich  the assessments w ere based w as not 
the en d  o f  the calen dar year, b u t som ething m uch  later, 
say 31 M a rc h ; (iii) th at there is another factor inherent 
in the operation  o f  the tax  system  w h ich  I had  previously 
overlooked.

O n e  further possibility m igh t account for discrepancies 
in p articu lar years. T h e  point, suggested to m e by M r T . I. 
W illiam s o f  the B oard  o f  In lan d  R even u e, w as th at in 
m a n y  assessments, esp ecially  the larger an d  m ore im por
tan t cases, the inspector m akin g the estim ate to be included 
in the gross assessment before the accounts w ere available, 
m igh t h ave su bjectively  an ticipated  the effect o f  a  boom  or 
slum p. K n o w in g , w hen  he m ad e the assessment, that 
there w as, for exam ple, a  trade boom , he m ight have 
overestim ated  the extent to w h ich  it had  a lread y  increased 
the level o f  profits. D u rin g  a  slum p he w ould  h ave an  ad d i
tional reason for p u ttin g  the assessment low , since the p ro
visional estim ates w ere later corrected  b y  appeal, and he 
m igh t not w an t to h ave v e ry  m uch  m ore tax  in charge 
than  m igh t be u ltim ately  due after the later claim  under 
Section 133 th at he m igh t expect to get. M r W illiam s 
ad d ed , how ever, that his suggestion w as ‘ quite speculative 
. . .a n d  is a ll psychology^ and no fa c t ’ .

® T h e re  is, how ever, the suggestion (for w h ich  I am  again 
in debted  to M r W illiam s) that m ost sole traders an d  per
haps som e partnerships w ould  not h ave kept accounts 
an d  w o u ld  h ave m ade their returns and been assessed 
in roun d estim ated figures. T hese estim ates m ight w ell 
tend to be in fluenced as m uch b y  current trends as b y  a 
not so clear recollection o f the course o f  trade in the three
previous years.

® C f. Prest [231], p. 47.  ̂ See Stam p [247], p. 265.
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A P P E N D IX  7.3

IN T E R M E D IA T E  IN C O M ES, 1855-1914

previously

W h a t  h a s  c o m e  to  b e  th e  t r a d it io n a l  m e th o d  o f  e s t im a t

in g  th e  B ritish  n a t io n a l in c o m e  w a s  firs t u se d  b y  D u d le y  

B axter^  in  18 6 7 , a n d  w a s  d e v e lo p e d  a n d  re fin e d  b y  B o w le y , 

C o lin  C la r k ,  P re s t  a n d  o th e rs . T h e  e s t im a te  w a s  b u ilt  

u p  fro m  in c o m e s  d a t a  a n d  r e q u ir e d  a  series  fo r  ‘ in te r 

m e d ia te  in c o m e s ’ i.e . th o se  n e ith e r  assessed  to  t a x  n o r  

r e c e iv e d  b y  p erso n s c la ss ifie d  b y  th e ir  o c c u p a t io n  as 

w a g e -e a rn e rs . T h is  in te r m e d ia te  c a t e g o r y  w a s  th u s  p a r t ly  

a  m a tte r  o f  o c c u p a t io n  a n d  p a r t ly  a  m a tte r  o f  in c o m e  

le v e l. I t  in c lu d e d  sa la r ie s , p ro fits  o f  s m a ll firm s, in c o m e s  

o f  p erso n s w o r k in g  ‘ o n  o w n  a c c o u n t ’ a n d  a lso , re n t, 

in te re st a n d  d iv id e n d s .

W h ile  it  w a s  s ta t is t ic a lly  n e c e s s a ry  to  fill  th e  g a p  le ft  

b y  th e  tw o  m a jo r  so u rc e s  o f  d a t a  o n  in c o m e s , th e  

c a te g o r y  is, in  n a t io n a l  a c c o u n t in g  te rm s, a  r a th e r  

m e a n in g le ss  h y b r id  o f  p r o p e r ty  in c o m e , in c o m e  fro m  

e m p lo y m e n t a n d  tra n sfe rs . T h e  p u r p o s e  o f  th is  a p p e n d ix  

is to  d e s c r ib e :

(a) T h e  e stim a te s  o f  to ta l in te r m e d ia te  in c o m e  fo r  

th re e  b e n c h m a r k  y e a rs

T h e  a llo c a t io n  o f  th ese  to ta ls  to  a p p r o p r ia te  fa c to r  

in c o m e s  o r  tran sfers

T h e  m e th o d  o f  in te r p o la t io n  b e tw e e n  th e  b e n c h 

m a rk s

(fl) Intermediate income in i g i i ^  18 8 0  and i8 6 0

In  m a k in g  th e  e s tim a te s  o f  in c o m e  assessed  to  t a x  (see 

A p p e n d ix  7 .2 ) th e  l im it  b e lo w  w h ic h  in c o m e s  w e r e  

e x e m p t fro m  ta x  w a s  s ta n d a r d is e d  a t  160  fo r  a ll  y e a rs  

b e fo re  1 9 1 4 .  B o w le y  h a s m a d e  e stim a te s  o f  in te r m e d ia te  

in c o m e  fo r  th e  y e a rs  1 9 1 1  a n d  1880 w h ic h  c o r r e s p o n d  to  

th is  l im it ;  a n d  s in ce  it  is B o w le y ’ s e s tim a te s  o f  w a g e s  

w h ic h  a re  u sed  in  C h a p t e r  2 .1 h is o th e r  b o u n d a r y  a lso  

c o in c id e s  w ith  th e  o n e  r e q u ir e d  h e re . F o r  1 9 1 1  th e  f ig u r e  

is £ 3 1 4  n i. [ 1 2 7 , p p . 1 4 - 1 5 ]  a n d  w a s  b a s e d  o n  a n  in v e s t i

g a tio n  c a r r ie d  o u t  b y  B o w le y  as s e c r e ta r y  o f  a  s p e c ia l 

c o m m itte e  o f  th e  B ritish  A sso cia tio n .^  T h e  e s t im a te  fo r  

1880 is £ i  20 m . (or £ i  30 m . in c lu d in g  sh o p  assistan ts) f  

a n d  a lth o u g h  it  is n o t  as w e ll  s u p p o r te d  as th e  e s tim a te  

fo r th e  la te r  d a te  it  w o u ld  b e  d if f ic u lt  n o w  to  im p r o v e  

u p o n  it.

I n  th e  a b se n c e  o f  a  r e lia b le  f ig u r e  fo r  a n  e a r lie r  d a te  

I h a v e  a tte m p te d  to  m a k e  a  c o m p a r a b le  e s tim a te  fo r 

i8 6 0 . T h e  a c tu a l  lim it  o f  e x e m p tio n  fro m  ta x  in  th a t

y e a r  w a s  £ 1 0 0  a n d  a  d if fe r e n t ia l  t a x  r a te  w a s  a p p lie d  

to  in c o m e s  o f  £ 1 0 0  to  £ 1 5 0 .  T h is  w a s  u se d  in  A p p e n 

d ix  7 .2  (p . 16 5) to  e s t im a te  th e  v a lu e  o f  in c o m e s  in  th is  

r a n g e  a n d  y ie ld e d  a  fa ir ly  a c c u r a t e  e s t im a te  o f  £ 1 8  m . 

F o r  in c o m e s  b e tw e e n  £ 1 5 0  a n d  £ 1 6 0  th e r e  is  S t a m p ’s 

e s t im a te  o f  £ 5  m . [2 4 7 , p . 3 1 8 ] ,  m a k in g  s o m e  £ 2 5  m . 

fo r  in c o m e s  o f £ i o o - £ i 6 o .

I t  r e m a in s  to  e s t im a te  in te r m e d ia te  in c o m e s  b e lo w  

£ 1 0 0 . F o r  th is  th r e e  ite m s  a r e  n e e d e d :

(i) T h e  n u m b e r  o f  m id d le  a n d  u p p e r  c la ss  p e rso n s  

( i.e . th o se  n o t  w a g e -e a r n e r s )  in  r e c e ip t  o f  in d e p e n d e n t  

in c o m e s

(ii) T h e  n u m b e r  o f  ta x p a y e r s  w it h  in c o m e s  o v e r  £  100

(iii) T h e  a v e r a g e  in c o m e  o f  th o se  in  th e  in te r m e d ia te  

in c o m e  c la ss  w ith  in c o m e s  b e lo w  £ 1 0 0

D e d u c t in g  (ii) fr o m  (i) g iv e s  th e  e s t im a te d  n u m b e r  o f  

p e rso n s  in  r e c e ip t  o f  n o n - w a g e  in c o m e s  o f  less th a n  

£ 1 0 0 , a n d  m u lt ip ly in g  th is  n u m b e r  b y  (iii)  g iv e s  th e ir  

to ta l  in c o m e .

(i) c a n  b e  e s t im a te d  b y  w o r k in g  fro m  th e  1 8 6 1 C e n s u s  

o f  O c c u p a t io n s  in  E n g la n d  a n d  W a le s ,  S c o t la n d  a n d  

I r e la n d . B o w le y  [ 1 3 2 , p p . 1 2 7 - 3 6 ]  h a s  g iv e n  a  lis t  o f  

th e  o c c u p a t io n s  (as s p e c ifie d  in  th e  1 9 1 1  C e n s u s  o f  

P o p u la t io n )  w h ic h  h e  in c lu d e d  in  h is  e s tim a te s  o f  th e  

m id d le  c la ss  fro m  1881 to  1 9 1 1 .  T h e s e  s a m e  c a te g o r ie s  

w e r e , as fa r  as p o ss ib le , id e n t if ie d  in  th e  1 861  c la s s if ic a 

t io n , a n d  th is  y ie ld e d  f ig u r e s  o f  1 ,6 50 ,0 0 0  a n d  1,8 50 ,0 0 0  

as th e  lo w e r  a n d  u p p e r  lim its  o f  a n  e s t im a te  fo r  i8 6 0  

c o m p a r a b le  w ith  B o w le y ’ s f ig u r e  fo r  1880.

F o r  (ii) th e re  is th e  v e r y  c a r e fu l  e s t im a te  m a d e  b y  

S ta m p  [2 4 7 , p -448 ] o f t h e  n u m b e r  o f  ta x p a y e r s  in  1 8 6 0 / 1 ; 

w ith  a n  e x e m p tio n  l im it  o f  £  1 60, h e  g iv e s  m in im u m  a n d  

m a x im u m  e stim a te s  o f  268,000 a n d  280,000. H e  h a s  a lso  

[2 4 7 , p p . 443  a n d  448 ] m a d e  a n  e s t im a te  o f  160,000 

ta x p a y e r s  w ith  in c o m e s  b e tw e e n  £ 1 0 0  a n d  £ 1 5 0 ,  a n d

40.000 w ith  in c o m e s  b e tw e e n  £  1 50 a n d  £  160. T h is  g iv e s

468.00 0 to  480,000 ta x p a y e r s  w it h  in c o m e s  o v e r  £  100.

F in a l ly ,  it  is n e c e s s a ry  to  m a k e  a  g u e ss  a t  ( iii) , th e

a v e r a g e  in c o m e  r e c e iv e d  b y  th o se  in  m id d le  c la ss

 ̂ R . D u d le y  B a x te r, National Income  ̂ 1868 [1 1 7 ] .
2 J .  R . Statist. Soc. l x x iv , 1 9 1 0 - 1 1  [13 7].
 ̂ A . L . B o w ley , The Change in the Distribution o f  the National

Income, 1 8 8 0 -ig ig ,  1920 [12 8 ], pp. l o - i  i.  See also [13 2 ],

P- 139-
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o c c u p a tio n s  (th e  c iv il  se rv ic e , p rofession s, fa rm e rs, c lerk s  

e tc .) ,  w h o  r e c e iv e d  in c o m e s  o f  less th a n  lOO p .a . in  

i8 6 0 . In  th e  a b se n c e  o f  a n y  d e ta ile d  s u r v e y  o f  su ch  

incom es,^  o n e  c a n  re fe r  to  th e  c o n te m p o r a r y  e s tim a te  

m a d e  b y  B a x te r  [ 1 1 7 ,  p p . 34, 5 4  a n d  58] w h o  su g g e ste d  

fig u re s  o f ; f 6 o  fo r E n g la n d  a n d  W a le s , £ 5 0  fo r S c o tla n d  

a n d  £ 4 0  fo r I r e la n d , a v e r a g e  ;£‘5 4 , fo r  18 6 7  (a lso  w i t h  

a n  e x e m p tio n  lim it  o f  £ 1 0 0 ) ;  a n d  to  B o w le y ’s e stim a tes  

o f / ^70 fo r 1880 a n d  ^^84 fo r  1 9 1 1  (b o th  w ith  e x e m p tio n  

lim its  o f  ;{^i6o).

T h e  fig u re  n e e d e d  w o u ld  se e m , th e re fo re , to  lie  b e 

tw e e n  ;if50 a n d  ; f6 o . W e  th e n  h a v e :

N u m b er in m id d le  an d  upper 
classes

Less N u m b e r o f  taxp ayers £  100- 
£ 16 0

N u m b er in  receip t o f  in term ediate 
incom es b elo w  ;(^ioo 

A v e ra g e  incom es

M in im u m  M ax im u m  

1,650,000 1 ,850,000

468,000 480,000

1,182,000 1,370,000

59,100,000 82,200,000

A d d in g  th e  ■ £‘2.̂  m . fo r  th e  in c o m e s  o f  ; f io o - ;{ ^ i6 o  

y ie ld s  a n  e s tim a te  w ith in  th e  r a n g e  o f;£ ‘84 m . to  ;T io 7  

a n d  a  f ig u r e  o f, s a y , ^^95 m . m a y  b e  ta k e n  as th e  e s tim a te  

o f  in te r m e d ia te  in c o m e s  in  i8 6 0 . H o w e v e r , th is  in c lu d e s  

sh o p  assistan ts, a n d  i f  th e y  a r e  e x c lu d e d  th e  to ta l w o u ld  

b e  a p p r o x im a te ly  ^ 9 0  m .

(^) Allocation o f  the benchmark estimates

C a r e fu l  a llo c a t io n  o f  th e  th re e  b e n c h m a r k s  is n e ce ssa ry  

b o th  b e c a u se  it  is d e s ira b le  to  o b ta in  a n  e c o n o m ic a lly  

m e a n in g fu l c la s s ific a tio n  o f  in c o m e s  a n d  b e c a u s e  som e 

p a rts  o f  th e  a m o u n ts  in c lu d e d  b y  B o w le y  in  in te r m e d ia te  

in c o m e s  a r e  d u p lic a te d  in  th e  p re se n t v o lu m e  u n d e r  

o th e r  h e a d in g s .

1 9 1 1

B o w le y  [1 2 7 , p . 14 , a n d  1 3 1 ,  p . 46] g a v e  th e  fo llo w in g  

c la s s ific a tio n  o f  h is  1 9 1 1  e s tim a te :

Salaries
O th e r  earn ed  incom e 
D ivid en d s etc.

3 H

F o r  th e  p re se n t p u rp o se  th is  to ta l h as to  b e  reclassified  

in  v a r io u s  w a y s . F irst, it  is c le a r  fro m  a n  a n a ly s is  o f  

B o w le y ’ s a llo c a t io n  o f  o c c u p a tio n s  b e tw e e n  ‘ s a la r ie d ’ 

a n d  ‘ e m p lo y e rs  a n d  in d e p e n d e n t  w o rk e rs  ’ th a t  h e  c lassi

fie d  as in d e p e n d e n t a  n u m b e r  o f  o c c u p a tio n s  w h ic h  in  

th e  p o st-19 2 0  e stim a te d  u sed  in  C h a p te r  2 .1 a re  tre a te d  

as salaried .^  A c c o r d in g  to  m y  a lte r n a tiv e  e stim a tes  th e re

a r e  a p p r o x im a te ly  370,000 o c c u p a tio n s  w h ic h  sh o u ld  

b e  m o v e d  in to  th e  sa la r ie d  c a te g o r y , th e  m o st im p o rta n t 

b e in g  n u rses (cf. B o w le y  [1 2 7 ] , p . 7 ) , la w  clerk s a n d  

c le r g y m e n  etc . (cf. [ 1 2 7 ] , p . 9) a n d  th e  sa la rie d  m em b ers 

o f  th e  m e d ic a l a n d  o th e r  professions.^ A  revised  a llo c a 

tio n  o f  n o n -w a g e  o c c u p a tio n s  in  19 11 w h ic h  is m o re  co n 

sisten t w ith  p o s t-1 920 series (w h ile  still h a v in g  th e  sam e 

to ta l a n d  th e  sa m e  n u m b e r  o f  in co m es a b o v e  a n d  b e lo w  

j( ;i6 o  as B o w le y ’ s) c a n  b e d e r iv e d  fro m  th e  C en su s o f  
P o p u la t io n  d a ta  as fo llo w s:

T A B L E  7.17  C L A S S I F I C A T I O N  O F  N O N 

W A G E  O C C U P A T I O N S  I N  1 9 1 1  (T h o u sa n d s)

Em ployers
and

in depen
dent

Salaried  workers

1. M a le
2. F em ale

3. T o ta l
Less N u m b er w ith  
incom es ab o ve £ 16 0  
Equals N u m b er w ith  
incom es b elo w  £ 16 0

L390
650

2,040
430

1,890

570

T o ta l

3,280
1,220

4.500
915

1,610 L 975  3.585

s o u r c e : See text an d  B ow ley [12 7], p. i i .

T h e  a g g r e g a te  in c o m e  o f  m a le s  a n d  fem ales in  each  

o c c u p a tio n  w a s  th e n  c a lc u la te d  o n  th e  basis o f  the 

a v e r a g e  in co m e s q u o te d  in  th e  B ritish  A sso c ia tio n  Report 

[ 1 3 7 , p p . 4 6 -6 6 ]. T h e  a p p r o x im a te  n a tu re  o f  th e  d e m a r

c a tio n  a n d  e stim a tio n  n eed s n o  em p h asis. T h e  fin a l 

e s tim a te  is 120 m . fo r sa la ries  o f  tliose w ith  in co m es o f  

less th a n  160 a n d  ;^ I4 4  m . fo r in co m es o f  em p lo yers  

a n d  in d e p e n d e n t w o rk e rs  b e lo w  th e  e x e m p tio n  lim it;  

m o re  d e ta ils  a re  g iv e n  fo r th e  fo rm e r in  T a b le  7.18.

T o  a v o id  d u p lic a t io n  tw o  d e d u ctio n s  m u st n o w  be 

m a d e  fro m  th is fig u re  o f  120 m . B o th  re la te  s tr ic tly  to

1 T h e re  are som e scraps o f  inform ation b u t it is difficult to 
eva lu ate  these because th ey seldom  refer on ly  to persons 
in a  p articu lar occupation  w ith  incom es below  100. See, 
e .g. the figures for ban k clerks quoted  in F. D . K lin gen der, 
The Condition o f  Clerical Labour in Britain^ 1935 [193], 
p p . 4 - 1 1 ; an d  those for book-keepers, clerks etc. quoted by 
Banks [113 ], pp. 105-6.

2 B ow ley h im self later expressed som e doubts about his ig r  i 
classification. See e.g. [13 1], pp. 12 and 45.

3 W h ere  it w as necessary to estim ate the ratio  o f  salaried to 
independent persons in the professions and certain  other 
occupations I relied on the classification b y  industrial 
status in the occupation  tables o f  the 19 2 1 Census o f  P opu
lation for E n glan d  and W ales [41 (a)], T ab les i and 4.

source:

i  %
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T A B L E  7.18 N U M B E R  A N D  I N C O M E S  O F  S A L A R Y - E A R N E R S  I N  1 9 1 1

s

3,280
1,220

4:500
915

3.585

II.

s in each 

sis of the 

don Rtport 

he demar- 

The final 

jicomes of 

employers 

ion limit; 

7.18.

St now be 

strictly to

difficult to 
to persons
£100. See, 

935
.quoted by

,uthisi9"

■salaried to 
:rtain otlor 
, industn^

^ofPoP‘‘-

and 4'

r
i9t
I
i
t

i

O c c u p a tio n

C e n tra l a n d  lo ca l g o v e rn m en t clerks, 
officials e tc .;  a rm y  a n d  n a v y  officers 

T ea ch ers, lectu rers etc.
N urses, doctors a n d  o th er m ed ica l 
C lergym ien, nuns a n d  o th er c lerica l 
La^vyers; la w  clerks 
O th e r  professional^*
C o m m e rcia l travellers, salesm en etc. 
C o m m e rica l o r  business clerks 
B an k a n d  in su ran ce clerks 
aA-ccountants, au ctio n eers etc.
R a ilw a y  a n d  P ost O ffice  clerks etc. 
O th e r  tran sp ort
C o ffee  house an d  in n-keepers etc. 
M anagers^

M a le

( 0

155

95
20
70

50
90

100
420

95
t 5

105

50
10

(115)

^390

s o u r c e : ( i ) - ( 2 ) :  Census o f  England and WaleSy i g i  1 [41(a)]
Occupations and Industries, C d . 70^8, P t i, 
T a b le  26, a n d  (for S co tla n d  an d  Ire lan d ) 
General Report with Appendices, C d . 8491, 
A p p e n d ix  C , T a b le  9.
F ro m  colu m n s ( i ) a n d  (2) on the basis o f  
T a b le  7 . 1 7  a n d  [13 7 ], pp- 4 6 -6 6 . 
C o lu m n  (4) m u ltip lie d  b y  a v e ra g e  in 
com es in [13 7 ], p p . 46-66.

(3) - ( 4 )

(5)

th e  series fo r  sa la rie s  a b o v e  th e  t a x  e x e m p tio n  lim it , b u t  

it  is m o re  c o n v e n ie n t  to  u se  th a t  series  as it  s ta n d s  (see 

C h a p te r  2 . 1 )  a n d  to  m a k e  th e  n e c e s s a ry  c o r r e c t io n s  

h ere . F irs tly , th e  sa la rie s  ta x e d  u n d e r  S c h e d u le  E  in c lu d e  

th e  h a n d fu l o f  w a g e -e a r n e r s  w h o s e  a n n u a l e a rn in g s  w e re  

su ffic ie n t to  b r in g  th e m  in to  th e  ta x  n e t. B o w le y  p u t  th e ir  

n u m b e r  in  1 9 1 1 - 1 3  a t  50,000 a n d  th e ir  in c o m e  a t  £ 8  m . 

[ 1 2 7 , p . 10 ; 20, p . 16 ]. S e c o n d ly , th e  s a la r ie s  r e c e iv e d  b y  

p erso n s w ith  total in c o m e s  o f  m o re  th a n  ;C i6 o  in c lu d e  a  

s u b s ta n tia l n u m b e r  w h e r e  th e  a c t u a l  s a la r y  w a s  less 

th a n  £ 1 6 0 . ( T h e  e m p lo y e e  w o u ld  b e  b r o u g h t  a b o v e  th e  

e x e m p tio n  lim it  b e c a u s e , e .g . h e  w a s  in  r e c e ip t  o f  so m e  

in c o m e  fro m  p r o p e r ty  o r  b e c a u s e  o f  h is  w ife ’ s in c o m e , o r  

p o ss ib ly  b e c a u se  h e  h e ld  tw o  o r  m o r e  p o sts, e a c h  o f  

w h ic h  w a s  assessed s e p a r a te ly .)  T h e  gro ss a m o u n t  

assessed in  19 11 /1 2 fo r in c o m e s  u n d e r  S c h e d u le s  D  a n d  E  

‘ n o t  e x c e e d in g  £ 1 6 0  b u t  n o t e x e m p t ’ w a s  £ 1 3 . 7  m . 

\_56th Report [30 ], p . 1 2 1 ]  b u t  as fa r  as I c a n  ju d g e  B o w le y  

h a s o n ly  a llo w e d  £ 1 0  m . fo r d u p lic a t io n  b e tw e e n  h is

( N u m b e r :  th o u s a n d s ;  in c o m e :  £ M . )

N u m b ers

F em ale

(2)

45

220 
105

25

45

*55 
5

15
5

30

T o ta l w ith T o ta l w ith
incom es incom es T o ta l

a b o v e  £ 16 0 b e lo w  £ 16 0 in com e

(3 ) (4 ) (5)

65 *35 10.5

20 295 2 3 5
5 120 7-5

25 70 4-5
10 40 3-5
45 90 7-5
20 80 8.0

65 510 34.0

30 70 5-5
10 5 0-5
10 1 10 8.0

30 25 2.0

5 35 3-0
(90) 25 2.0

430 1,610 120.0650

F o r those w ith  in com es b e lo w  £ 16 0 .
S a la rie d  editors, m u sician s, acto rs, p h o to g ra p h ers, e n 
gin eers, surveyors, arch itects  etc.
T h is  is the one item  n o t d ire c tly  a v a ila b le  in the 19 i i  
C en sus classification . I t  covers m an agers o f  shops, farm s, 
m ines a n d  a ll com panies.

in te r m e d ia te  a n d  ta x e d  s a la r ie s  a n d  I h a v e  a d o p te d  th is  

figure.^

T h e  n e x t  c o r r e c t io n  w h ic h  h a s  to  b e  m a d e  to  B o w le y ’ s 

t r ip a r t ite  c la s s if ic a t io n  o f  in te r m e d ia te  in c o m e  arises 

b e c a u s e  th e  f ig u r e  fo r  ‘ o th e r  e a r n e d  in c o m e ’ ( i.e . th e  

in c o m e  o f  e m p lo y e r s  a n d  in d e p e n d e n t  w o r k e r s , r e d u c e d  

b y  th e  p re s e n t c la s s if ic a t io n  fro m  £ 1 8 0  m . to  £ 1 4 4  m .) 

in c lu d e s  th e  in c o m e  o f  fa rm e rs  e a r n in g  less th a n  £ 1 6 0 .  

I n  C h a p t e r  2 .2  a ll in c o m e  fro m  fa r m in g  is c o v e r e d  b y  

e s tim a te s  d e r iv e d  fro m  c o m p r e h e n s iv e  d a t a  o n  fa rm  

o u tp u t  a n d  th e  ‘ in te r m e d ia te  in c o m e ’ o f  fa rm e rs  m u st

1 T h e  gross assessm ent o n  em p loyees u n d er S ch ed u les D  an d  
E  for 1911/12 to ta lled  £ 1 5 5  m . a n d  d ed u ctio n s b rin g  the 
ta x a b le  in com e to £ 1 4 8  m . D e d u c tin g  £ 8  m . for w a g e- 
earners gives £ 1 4 0  m . B o w le y  shows £ 1 3 0  m . fo r salaries 
a b o v e  £ 16 0  [12 7 , p. 14], i.e. h e  ap p ears to h a v e  d ed u cted  
£ 1 0  m . for d u p licatio n . (It m ust b e confessed th at in m y 
earlier estim ates [160] this w h o le  qu estion  o f  salaries b elo w  
£ 1 6 0  b u t not exem p t w as overlooked ).

I
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n o t b e ta k e n  in  tw ic e . T h e  a m o u n t  a llo w e d  b y  B o w lc y  

[1 2 7 , p . 25] fo r  this ite m  in  1 9 1 1  w a s  m . a n d  this 

a m o u n t  w a s re ta in e d  in  th e  p re se n t estim a tes . D e d u c t in g  

th is le a v e s  £ 1 0 7  m . e a rn e d  b y  so m e 1,36 5,0 0 0  p erson s 

w i t h  in c o m e s  o f  less th a n  £ 1 6 0 . T h e  th re e  m a jo r  e le 
m en ts  in  th is to ta l a re :

O ccu p a tio n

Shopkeepers a n d  dealers 
Builders, dressm akers an d  other 

m anufacturers etc. 
Inn-keepers, b o ard in g  house and 

restauran t keepers etc.

N u m b er Incom e
(000) { £  m .)

590,000 54
565,000 36

170,000 14

F o r  th e  rest th e re  a re  a  t in y  n u m b e r  o f  p ro fessio n al 

p erso n s, in s u ra n c e  a g e n ts  e tc . w ith  in c o m e s  o f  less th a n  

£ 1 6 0 .

F in a lly ,  it  is n e c e ssa ry  to  m a k e  a  th r e e -w a y  sp lit  o f  

B o w le y ’s fig u re  o f  £ 5 0  m . fo r  ‘ d iv id e n d s  etc.*. A s  o r i

g in a lly  d e s c r ib e d  [1 3 7 , p . 64] th is is m a d e  u p  o i  m . 

u n e a r n e d  in c o m e  assessed u n d e r  S c h e d u le s  A ,  C  a n d  D , 

b u t  e x e m p t fro m  ta x  as b e lo n g in g  to  p erso n s w ith  less 

th a n  £ i  60 a  y e a r  fro m  a ll s o u r c e s ; a n d  £ 5  m . fo r in te re st, 

p en sio n s e tc . w h ic h  d id  n o t ‘ c o m e  u n d e r  th e  c o g n is a n c e  ’ 

o f  th e  I n la n d  R e v e n u e . R e fe r e n c e  to  th e  ^6th Report 

sh o w s th a t  m . o f  th e  ta x e d  b u t  e x e m p t  in c o m e  

re p re se n ts  r e n t  assessed u n d e r  S c h e d u le  A  a n d  £ 1 0  m . 

in te re st, d iv id e n d s  e tc . assessed u n d e r  S c h e d u le s  C  a n d  D . 

T h e  fo r m e r  m u st b e  in c lu d e d  in  th e  re n t series d e scrib e d  

in  C h a p t e r  8 .0 ; th e  la tte r  m u st b e  in c lu d e d  in  th e  c a l

c u la t io n s  d e s c r ib e d  in  C h a p t e r  7 .2 , e v e n  th o u g h  it  

re p re se n ts  a  tra n sfe r  p a y m e n t, b e c a u se  th e  c o rre c tio n  

m a d e  fo r  th is (see C h a p t e r  7 .2 , p a r a g r a p h s  (r) a n d  {h)) 

is a  g lo b a l  o n e  c o v e r in g  a ll  in te re st e tc ., ta x e d  o r  
e x e m p t.

T h e  fin a l c la s s ific a tio n  o f  in te r m e d ia te  in c o m e  is set 

o u t  in  T a b le  7 . 1 9 .

i8 6 0  and 1880

T o  o b ta in  e stim a te s  o f  th e  sa la rie s  c o m p o n e n t  o f  in te r 

m e d ia te  in c o m e s  in  1880 a n  e stim a te  o f  th e  n u m b e r  o f  

sa la r ie d  e m p lo y e e s  w a s e x tr a c te d  fro m  th e  1881 C en su s 

o f  P o p u la t io n  u s in g  th e  list o f  o c c u p a tio n s  c o v e r e d  fo r 

1 9 1 1  in  T a b le  7 . 1 8 .  T h e  d iv is io n  o f  th is to ta l in to  th ose 

w ith  in c o m e s  a b o v e  a n d  b e lo w  ;(^i6o a n d  th e  to ta l 

in c o m e s  o f  th o se  b e lo w  ;£‘i6 o  w a s  b a se d  o n  B o w le y ’ s 

d a ta  fo r a ll in te r m e d ia te  in co m e s a t  th a t  d a te . T h e  

m e th o d  o f  e s tim a tio n  fo r  1 860 w a s  s im ila r  a n d  e v e n  m o re  

a p p r o x im a te . T h e  resu lts a r e  g iv e n  in  r o w  2 o f  T a b le  7 . 19. 

I t  w a s  a ssu m ed  th a t  n o  d e d u c tio n  w a s  n e ce ssa ry  a t  these 

d a te s  fo r w a g e s  a b o v e  th e  e x e m p tio n  lim it  o r  fo r sa laries  

b e lo w  £ 1 6 0  b u t  n o t e x e m p t.

E stim a te s  o f  th e  n u m b e r  o f  fa rm ers a n d  o fsh o p k e e p e rs , 

sm a ll b u ild e rs , m a k ers , in n -k e e p e rs  e tc . a t  these tw o

*̂4

1̂ 7

d a te s  w e re  d e r iv e d  fro m  th e  1861 a n d  1881 C en su ses o f  

P o p u la tio n . E stim a te s  w e re  th e n  m a d e  o f  the a g g re g a te  

in c o m e  o f  th ose w id i less th a n  £ 1 6 0  (row s 3 a n d  4 ). A ll 

th is is v e r y  u n c e rta in  b u t  is, o f  co u rse , s u b je c t  to  th e  co n 

s tra in t  o f  th e  to ta l fo r in te rm e d ia te  in co m es o b ta in e d

♦ (ro w  5) w a s b ased  on
in c o m e  e x e m p t fro m  ta x  u n d e r  S c h e d u le  A .

T A B L E  7.19  I N T E R M E D I A T E  I N C O M E S  

B Y  T Y P E  O F  I N C O M E ,  1 8 6 0 , 1 8 8 0  A N D  1 9 1 1

i860 1880 1911

Salaries: B elow  ;(^i6o but not exem pt
B elow  160 an d  exempt® 

Farm ers’ incom e
O th e r incom e from  self-em ploym ent 
R e n t
Interest an d  dividends etc.:

Assessed b u t exem pt 
N o t assessed

25 40

17 17
35 43
10 15

3 5

8. T o ta l in term ediate income® 90 120

s o u r c e : See text.

 ̂ E xclu d in g  shop assistants an d  exclu d in g  £&  m . deducted 
in 1 9 1 1 to offset w ages ab o ve ;^ i6o an d  assessed to tax.

R o w s  2, 4, 5 a n d  6 o f  T a b le  7 . 1 9  a re  ca rr ie d  in to  the 

m a in  b o d y  o f  th e  estim ates a n d  th e  n e x t step  is, th erefo re , 

to  in te r p o la te  b e tw e e n  th e  b e n c h m a rk s  to g e t  a n n u a l 

series fo r 18 55—19 14 . R o w s  i ,  3 a n d  7 rep resen t 

d u p lic a t io n  o r  tra n sfe r  p a y m e n ts  a n d  a re  n o t fu rth e r 
re q u ire d .

Salaries
(r) Interpolation between the benchmarks

A  r o u g h  in d ic a tio n  o f  th e  p a tte r n  o f  g r o w th  o f  sa laries 

a t  in te rm e d ia te  p o in ts  b e tw e e n  1880 a n d  1 9 1 1  w as 

o b ta in e d  b y  in te r p o la tin g  fo r tw o  fu rth e r  y e a rs  (1891 

a n d  1901)  o n  th e  basis o f  th e  n u m b e rs  e m p lo y e d  in  th e  

m a in  sa la r ie d  o c c u p a tio n s  as sh o w n  b y  C en su s o f  

P o p u la t io n  d a ta , a n d  th e  B o w le y  in d e x  o f  m o n e y  w a g e  

ra tes . A n n u a l estim ates w e re  th en  o b ta in e d  b y  lin e a r  

in te r p o la tio n  b e tw e e n  th e  figu res fo r th e  fiv e  b e n ch m a rk  

y e a rs , a n d  e x tr a p o la tio n  b a c k  to 1855 a n d  fo rw a rd  to 

1914.  T h is  series is used in  C h a p te r  2.1.

Non-farm income from  self-employment

I t  w a s assu m ed  th a t th e  p e rc e n ta g e  d e v ia tio n  fro m  tren d  

w a s th e  sam e fo r n o n -fa rm  in c o m e  fro m  se lf-em p lo y

m e n t as fo r ta x a b le  in c o m e  u n d e r  S c h e d u le  D . T h e

tren d  o f  th e  la tte r  w a s ta k e n  as a  se v e n -y e a r mo\"ing 

a v e ra g e . A p p ly in g  th e  p e rc e n ta g e  d e v ia tio n  in  i860,

to t
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the
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1880 and 1911 to the benchmark estimates of indepen
dent incomes gives the benchmark trend estimates and 
the remaining years were then estimated by linear inter
polation and extrapolation. The percentage deviation 
from trend of the taxable income could then be applied 
to this trend to obtain the annual series. This is used in 
Chapter 7.2.

Rent and assessed interest and dividends
Annual estimates for these two series were obtained by 
linear interpolation between the benchmarks. The series 
for rent is included in Chapter 8.0; that for assessed 
but exempt interest and dividends in Chapter 7.2.
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