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Preface

The first purpose of this book is to show that
there are limits to the collection of revenue and that evils
multiply when these limits are ignored. However, the
tendency to cross these limits appears to be universal, eternal
and all but irresistible: the growth of taxation is clearly
subject to a law.

The sccond purpose of this book is to show that a
greatly reduced revenue would bring about an improve-
ment, not a decline, in the public services. It is the paradox
of administration that fewer people have less to do and
more time, therefore, in which to think about what they
are doing. When funds are limitless, the only economy
made is in thinking. The worst incfficiencies do not stem
from a lack of funds but from an initial failure to decide
exactly what the object is. It is this muddled thinking that
leads to waste, and often to waste on a colossal scale.
Towards eliminating public waste an essential step is to
reduce the total revenue. Officials are less inclined to
squander what is not there. A knowledge of the law which
governs expenditure should ensure that the profits from
taxation are seldom thrown away.

I would wish to express my thanks to all those who have
sent me information and encouragement. With great re-
luctance I have decided to name no one of them. To
include all would be impossible, for some prefer, and with
good reason, to remain anonymous. To list the remainder
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PREFACBE

would still mean printing a whole page in which the names
of the active and influential would be mingled with those
of the merely sympathetic or aggrieved; and yet it would
be invidious to distinguish some correspondents and rele-
gate others to oblivion. Faced with these difficultics of
choice, I have decided to mention none but cxpress my
thanks to all. Without the generous help of many people
personally unknown to me, this book would have had a
far narrower basis of experience and fact. They are in no
way responsible for any shortcomings in accuracy, still less
for any of the opinions expressed, but I am deeply grateful
for their help. The only allies I shall name individually are
Osbert Lancaster who did the illustrations, Mrs Sykes
who typed the manuscript, and my wife to whom, as
always, I owe so much.

C. NORTHCOTE PARKINSON



Chapter 1
PARKINSON’S SECOND LAW

Expenditure rises to meet income. Parkinson’s
Second Law, like the first, is a matter of everyday ex-
perience, manifest as soon as it is stated, as obvious as it is
simple. When the individual has a risc in salary, he and
his wife are prone to decide how the additional income is
to be spent: so much on an insurance policy, so much to
the savings bank, so much in a trust fund for the children.
They might just as well save themselves the trouble, for no
surplus ever comes into view. The extra salary is silently
absorbed, leaving the family barely in credit and often, in
fact, with a deficit which has actually increased. Individual
expenditure not only rises to meet income but tends to
surpass it, and probably always will.

It is less widely recognized that what is true of indi-
viduals is also truc of governments. Whatever the revenue
may be, there will always be the pressing need to spend it.
But between governments and individuals there is this
vital difference, that the government rarely pauses even to
consider what its income is. Were any of us to adopt the
methods of public finance in our private affairs we should
ignore the total of our income and consider only what we
should like to spend. We might decide on a second car, an
extension of the home, a motor launch as well as a yacht, a
country place in the Cotswolds and a long holiday in Ber-
muda. All these, we should tell each other, are essential. It
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THE LAW AND THE PROFITS

would remain only to adjust our income to cover these bare
necessities; and if we economize at all, it will be in matters
of taxation. A government, by contrast, which applicd the
methods of individual finance to public expenditure would
begin by attempting to estimate what its actual revenue
should be. Given so much to spend, how much should be
allocated to what? A government which decided upon this
novel approach to the subject would be responsible for a
revolution in public finance. It is the chief object of this
book to suggest that such a revolution is overdue.
Governmental as opposed to individual income is histori-
cally linked with the incidence of war. In all systems of
revenue there has always been provision for the temporary
expenses of conflict. During a time of emergency, with our
interests, our belicfs, our pride or cven our existence at
stake, we agree to pay almost anything as the price of vic-
tory. The war ends and with it the temporary expenses
which everyone has seen to be more or less inevitable. In
theory the revenue should fall to something like its previous
level. In practice it seldom does. While the governmental
income remains almost at its wartime levcl, peacctime ex-
penditure rises to meet it. In times past the action of this
law was slightly restrained, to be sure, by two considera-
tions which no longer apply. In the first place, it was usually
felt that taxes had to be reduced somewhat in time of peace
in order to allow for their being raised again in time of war.
During a century, however, when each successive war is
judged to be the last, this theory finds no further support. In
the second place, there are types of extravagance which
yield only a diminishing return. To the provision of ban-
IO



PARKINSON’S SECOND LAW

quets and the enjoyment of dancing girls there is (even-
tually) a physical limit. The same is not true, unfortunately,
of departmental and technical luxuriance. Economic and
cultural advisers can multiply beyond the point at which
concubines might be thought a bore; beyond the point
even at which they might be thought unbearable. Finan-
cially as well as acsthetically, the situation has become
infinitely worse.

In countries like Britain and the United States the
initiative in public finance comes from sub-departments of
government which decide each year on their needs for the
year that is to come. After allowing for present costs and
future developments the expericnced civil scrvant adds
10% to the total, assuming (not always corrcctly) that
his bid will be challenged at some stage by the financial
branch. Assuming, however, that the expected wrangle
takes place, the added 109, is deleted at departmental
level when the combined estimate comes to be drawn up.
To this estimate the head of the department adds 109,
again, assuming (not always correctly) that his bid will
be challenged by the Treasury. After the expected dispute,
the revised estimate is laid before the responsible Minister,
in England the Chancellor of the Exchequer, who con-
solidates all the departmental demands in a grand total
and decides how the revenue can be made to equal the
expenditure. With the agreement of his colleagucs, he
presents the nation with the bill. Here is the sum total of
what the government needs, and these are the taxes which
the people will have to pay.

But what, it will be asked, of the safeguards? Are not
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THE LAW AND THE PROFITS

the accounts and estimates laid before the peoples’ repre-
sentatives? Is there no Treasury department to act as watch-
dog over the public purse? Are there no regulations
framed to check extravagance and waste? All thesc safe-
guards undoubtedly exist. That they arc futile is manifest
from the known results. The reasons for their futility are
less obvious, however, and are perhaps worth investigating,
both as curious in themselves and as affording the clue
to possible improvement, Bricfly, the answer is that the
accounts are meaningless, the Treasury incffective and the
regulations so contrived as to make cconomy not so much
difficult as impossible,

To deal first with the accounts and estimates presented
to 'thf: House of Commons and available to the public,
t 1s Interesting to learn that a procedure of Exchequer
Teceipts, dating from about 1129 and involving a Teller,
2 Tally C utter, an Auditor, a Clerk of the Pells, a Scrip-
t:t Talliar and. several Chamberlains, survived until 1826.
ac[;l:rf:som this, however, the basic fact to learn is that the
. pa.rt’i ::lcah as they are, were designed for usc during
Second Dutcl': Pel'l()c.l of history, Introduced c.:luring the
Prevent mone \;Jar (in 1666), their primary object was to
I on the N tly l'OI‘n the Navy Vote bci_ng spent b}’ Charles
this Strictlypli?;lictn:tkd Duchess of Portsmouth. Even for
o startling succ:ss [:[l‘llll‘posc the mcthod‘ chosen met with
5 10 UME s proseny s b e e g
more or Jug rp esent forrr'l in 1689, from which year it
moncy on his g;":id William III from spending the

Devised omier ¢nds—who were not even girls.

ed originally to guard the till, the public form of
12



PARKINSON’S SECOND LAW

accounting dates from a period before book-keeping by
double entry was generally known except among non-
conformists like Defoc. It dates, moreover, from an age
when few gentlemen knew cven the arabic numerals, the
clock face in the stable yard showing only the roman
figures which the classically educated might be expected
to understand. The result is that these public accounts, not
of the latest pattern even in 1689, are now beginning to
verge on the obsolete. They were revised, it is true, as a
result of an inquiry held in 1828-29, but the minority
report of the profcssional accountant was set aside in
favour of the civil servants’ recommendations; these were
against double entry and left untouched the previous con-
fusion between liabilities and assets, between capital and
current. In 1904 Mr Thomas Gibson Bowles, M.P., could
thercfore describe the national accounts as ‘unsystematic,
unscientific, complicated, and so presented as to conceal
and cven to falsify the facts’. In 1957 Mr John Applcbey
remarked that those responsible for the public accounts
seem to confusc themselves as well as everyone clse.

It is fair to conclude, in short, that the British public
accounts are not quite in line with current methods of
accountancy. As a means of control, as a system of impart-
ing information, they are scarcely worth the paper they
are printed on. Accounts which would disgrace and dis-
credit a third-rate dog-racing company are solemnly pre-
sented each year to the nation, and often presented by a
business man who ought to and does know better. So far
from being improved in form, these accounts have become
more complex and muddled as the sums involved have

13
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PAREINSON’S SECOND LAW
and the public. It might be thought that these would be

cffective, the press having no great love for burcaucracy
and the body of taxpayers having a dircct interest in the
economical handling of their affaits. Why should press
and public prove helpless where their own interests are so
vitally concerned? The answer to that question is that true
economy cannot be imposed on an organization from out-
side; it must begin at the centre. From time to time the
press does take up the cry of official extravagance, pub-
lishing details of apparcnt waste which the departments
concerned are often in a position to contradict. More
often the attacks are simply ignored, the civil servants well
knowing that the newspapers will turn to something clse
in a few days’ time. Suppose, however, that the outcry
leads to questions in the House and that proof is forth-
coming of some of the allegations made, what is the result?
The inevitable sequel is the appointment of a Royal Com-
mission, a device intended to postpone the business until
after the next election. The official inquiry begins its
laborious work, the members of the Commission being
(let us assumc) experienced, intelligent, encrgetic and
ruthless. They achieve little or nothing. Why? Because the
whole process is basically wrong.

Let us suppose that naval dockyards are the subject of
inquiry and that thc Commission descends upon each
in turn. The members include retired admirals and prac-
tising engincers who are far from ignorant of the matter
in hand. They hear evidence. They ask searching questions:
‘“What are these fcllows supposed to be doing?” “What
is all this junk? ‘How do you dispose of the clinker

17



THE LAW AND THE PROFITS

and wood shavings?” “Why pay so many pcople to do so
little? But they soon observe a phenomenon which is best
explained in terms of zoology. In the presence of wolves,
sheep are said to form a tight bunch with horns outward
and the weakest in the centre. Civil servants do the same.
Faced by a common danger, they take up that formation,
yielding nothing, denying everything, concealing all. This
is a well-known fact of biology and onc against which
the commissioners must struggle in vain. Their report,
when eventually printed, might just as well be placed in
the toilet. Whatever happens to it, the matter is allowed to
drop.

The ordinary taxpayer is often in a better position to
know about waste in administration than cither the poli-
tician or the journalist. For onc thing, he may himsclf
be employed in the dockyard. It is theoretically his in-
terest as well as his duty to come forward and denounce
extravagance when he sees it. He does nothing of the
kind, and that for two distinct reasons. In the first placc he
stands to gain nothing but unpopularity and abuse, being
likely to be regarded as at best a crank, at worst a spy. In
the second place, he knows perfectly well that the money
saved in one direction will certainly be wasted in another.
Nf)t.hhxg h.c can do will reduce the tax he has to pay- So he
v»rlsely. decides to say nothing and keep the good opinion of
?113 neighbours. In matters of public expenditure no help
is to b.c expected from the public at large unless the infor-
mant 1s personally rewarded and at the same time assured
that all savings made will go to the reduction of the taxes
to which he is subject.

18



PARKINSON'S SECOND LAW

To summarize the position, the public revenue is re-
garded as limitless and expenditure rises eternally to meet
it, and the various devices which are supposed to check
expenditure fail to do so, being wrongly conccived and
imperfectly motivated. The problem is a serious one
and would secem to merit our attention. What is to be
done? The modern instinct is to frame new regulations
and laws, of which there are alrcady more than enough.
The better plan, less fashionable to-day, is to re-motivate
the people actually concerned, penalizing the extrava-
gance we now reward and rewarding the ecconomy we now
penalize. As a first step towards redirecting the flood, we
need to reverse the whole process of government finance.
Ministers should not begin by ascertaining what the de-
partments nced. They should begin by asking what the
country can afford to spend. We do not base our personal
budget on what our past extravagances have taught us to
like but on the income we can fairly expect to receive. We
do not, in short, plan to spend what we have not got. The
same principle should apply to public as it does to indivi-
dual finance. The first question to decide is the ratio be-
tween the revenue and the gross national product. What
proportion of the national income should the government
demand? What proportion of the individual’s income can
the government safely take? And what happens when that
proportion is cxceeded? Economists (with one notable
exception) have fought shy of this problem, allowing it to
be assumed that, where government expenditure is con-
cerned, the sky is the limit. It is one aim of this book
to suggest that there are other and lower limits; a limit
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THE LAW AND THB PROFITS

beyond which taxation is undesirable, a limit beyond
which it is dangerous and a limit (finally) beyond which it
is fatal. And these limits are clearly indicated by both
cconomic theory and historical fact.

In the light of these known dangers, it is for the Cabinet
to decide upon the ratio between government expenditure
and gross national product. That decision taken, there is
a total fixed for the revenue, a total within which the
Ministries have to work. It is for the Cabinet again to
decide upon the distribution of this total between the
departments. To individual ministers would fall the re-
sponsibility of sub-dividing departmental allocations be-
tween the various branches and units. No department under
this system would be asked to submit an estimate. It
would be told, instead, to keep within a total. All thae
would concern the House of Commons would be the gross
expenditure and its allocation to Ministries. Members of
Parliament nced not be asked to vote on the relative
amounts to be spent on petrol and grease, floor polish and
boots. They can fairly compare the value for moncy given
by the Air Force or the British Council, by Education o
by Health. For purposcs of control, they need no more
than that by way of forecast, together with real account
of expenditure in the past—such accounts as they hav,
never yet been allowed to see.

The obvious advantage of the system here described
that a limit is placed on expenditure. An advantage a
important, if less obvious, is that the expenditure become
flexible within each Ministry, department, sub-depart
ment and unit. The officials themsclves are thus made re

20



PARKINSON’S SECOND LAW

sponsible for economy, their success or failure becoming
instantly apparent from the accounts of the following
year. It is the executive officers, and they alone, who know
where economies can safely be made. Once they under-
stand that the development they want in one direction is
conditional on their economizing in another direction, the
rest can safely be left to them; provided that promotion
goes first to the man who shows where the money can be
saved. Yet another advantage, still less obvious at first
sight, would be the elimination of Treasury supervision
with all its evils of divided control, inefficiency and waste.
In place of distrustful interference, the public official would
know only the strong leash of account and audit. He
would be compelled to accept responsibility, free to dis-
play initiative and forced to recognize that cost and value
are but different aspects of the same idea.

Once the decision has been made to approach the
financial problem from the right direction, it would re-
main only to enlist public aid in the prevention of waste.
For this purpose the first need is for an independent tri-
bunal to which all proposals for saving money could be
submitted; a body of, say, three, to include a government
representative (the Steward, perhaps, of the Chiltern
Hundreds). This tribunal would hear representations from
the public and from the dcpartments affected and would
decide finally whether each suggested economy were
feasible or not. Each decision in favour of an economy
would lead to a ministerial order to the department con-
cerned, reducing its future allocation by the amount to
be saved. It would be the further function of the tribunal to

21




THE LAW AND THE PROFITS

reward each successful applicant by the remission of his
income tax to a total rclated in some way to the amount
of the saving. There should also be provision to ensurce that
all sums saved should go, not to another department, not
to the Treasury, but solely to the reduction of the National
Debt. The last function of the tribunal would be to recom-
mend for honours the citizens whosc suggestions had re-
sulted in the greatest economics, as also the civil scrvants
who had been most successful in reducing needless cx-
penditure. A minor revolution would date from the day
when officials came to realize that a knighthood is more
readily to be won by saving money than by spending it.

It is not to be supposed that the reform of the national
finances would be unopposed. In this ficld of admini-
stration the reformer will be faced, inevitably, by a closed
phalanx of civil scrvants representing onc of the strongest
vested interests in the world. Their opposition, though
passive, will be formidable. To all proposals for a proper
system of accounts they will reply with a pitying smile
that it was tried once at the War Office, found wasteful
and long ago abandoned. They will then retire behind a
smoke screen of technical mysteries, muttering finally that
public finance is a more complex matter than is generally
realized. Figures cannot lie but liars can figure.

The hieratic and esoteric attitudes observable in the
Treasury have led to the creation of a special term to des-
scribe their cult; esoterrorism. Its devotees are the cso-
terrorists of Whitchall. In the cighteenth century these
same people concealed the mysteries of the Exchequer in
Medieval Latin and in the court hand which the law courts

22



PARKINSON’S SECOND LAW

abandoned in 1733, continuing to do so until the Exchequer
itsclf (but not its Chancellor) was abolished in the reign
of William IV. Nor was the Exchequer alone in its archaic
confusion, for an investigation of 1570 into the London
Customs broke down completely because ‘the officers
have used such an obscure way in the keeping of their
books’. A Member of Parliament exclaimed in 1691, ‘I
stand amazed that in the best times and Governments,
things should be in such darkness.” The special commis-
sioncrs of 1829 reported that ‘“The Annual Accounts leave
millions unexplained and unaccounted for in detail'—
which was found again to be the case in 1844 and is still so
to-day. The darkness has become, if anything, darker still,
for to the original confusion of the accounts has been added
the babble of consultants and the jargon of the London
School of Economics. From being merely a nuisance, eso-
terrorism is fast becoming a religion.

The strongholds of esoterrorism have been impregnable
since the days of Gladstone. Amid the entanglements
which surround their position are the graves of their for-
mer assailants, Florence Nightingale, Sir John Keane and
Lord Randolph Churchill. There too is the mutilated
tombstone of Sir Charles Harris, the man who nearly
betrayed the whole position, on the anniversary of whose
death the leading esoterrorists still exchange a barbed
wirc. Let no onc imagine that this citadel will yield to the
first assault. Let no one doubt, however, that it will yield
to the last.

23



Chapter 2
ANCIENT AND MODERN

And it came to pass in those days that there
went out a decree from Caesar Augustus, that all the world
should be taxed. This decree seems to have been enforced
ever since. It is only fair, however, to add that Augustus
was not actually the first ruler to whom this ideca had
occurred. Taxation is as old as time and takes its carliest
form in the action of the petty chief who builds himself
stockade at the estuary, the river junction or mountain
pass and levies a toll on the passing traveller or merchant.
This has always been the easiest tax to collect, being
described as a charitable subscription, customs duty or
blackmail, all according to the point of view. It is seldom
worth the merchant’s while to fight his way past the barri-
cade because the amount of this exaction can be charged
to the eventual purchaser of the goods, the merchant
knowing that rival traders will have to do the same. The
sum demanded, in varying tones of appeal or menace, is
roughly equivalent to the additional expense involved in
going round by another and less frequented route, and
is exorbitant only when no such route exists. The cost of
the tax is much the same, in short, as the cost of avoidance.

Next in antiquity is the tax on land, which is at least
relatively easy to collect. This is akin to protection moncy
paid to the gangster, the basic idea of feudalism. The
cultivator of land is vulnerable to the extent that his
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ANCIENT AND MODERN

whereabouts are known and the extent of his property
defined. He cannot disclaim ownership without losing it,
so that he will pay for the recognition of his boundaries
and the exclusion of other people’s cattle. The amount he
will pay is roughly equivalent to the cost of moving to
another area beyond the gangster’s reach, and becomes
cxorbitant only when no such place can be found. A
variant of the tax on land is the tax on produce, which
represents greater difficultics of assessment. Historically,
the latest development of this is the tax on income, which
becomes technically possible only in an urban civilization
from which sustenance farming has almost disappeared
and in which the people are law-abiding and literate. The
collection of this tax is extremely complex, but it has so
far been supposed to have no limit other than the cost of
moving clsewhere—which, for many of the victims, may
be impracticable. We shall see, however, in a later chapter,
what its effective limits are.

In studying the history of taxation we soon come to
realize that taxes fall into two broad categorics; those that
people impose on themselves and those they inflict upon
others. Some effort is made to keep the former to the
minimum consistent with the objects in view. There is
nothing, by contrast, to prevent the latter reaching (and
often cxceeding) the limit of the victims’ willingness to
pay. With cither category, as we have seen, the level of
taxation rises in time of war without falling to the same
extent in time of peace. Taxes tend to increase, therefore,
according to the law which governs their growth, becom-
ing heavier until the point is reached at which society

25
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collapses under their weight. We shall sce that this has
often happened in the past and may presumably happen
again; sooner, indeed, than is generally rcalized.

Among the earliest systems of taxation of which we have
detailed knowledge is that of the Chaldees, among whom
a tax of 10%, on produce was usual but often exceeded in
practice. Of Darius, King of Persia, it has been calculated
that his money revenue amounted to 28,000,000 in the
values of 1904, additional tribute being received by him in
kind, surtax being payable in eunuchs. We do not know,
unfortunately, what proportion this would be of the
national produce, nor indeed of the individual’s wealth,
but that it fell short of 10% in either case scems fairly
clear.

It would be a grave mistake to publish a learned work
in which there was no reference to Nineveh.! And it so
happens that documents found there do shed some light
on the problems of tax collection. A harassed official wrote
some letters to Tiglath Pileser III (745-727 B.C.) describ-
ing his difficultics in collecting the taxes at Tyre and
Sidon. The duties were levied on wine, as also on the
timber of Lebanon, but reluctance to pay took the form of

‘ 1 Nineveh, capital of the Assyrian Empire, is among the earlicst
cities to have encountered the traffic problem. The place contained,
according to the prophet Jonah, ‘more than six score thousand
persons, that cannot discern between their right hand and their left’
(Jonah, IV, xi). The confusion can be imagined and was evidently
notorious. The solution was to turn the ramparts (100 feet in height)
into a one-direction three-lane skyway for the faster vchicles. How
this was done is described by Diodorus (S.2, 3), who omits to state
that the chariot wheels were manufactured in Tyre.
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killing one tax-collector at Tyre, his colleague at Sidon
being rescued with difficulty by the police.

It is also usual in works of lcarning to refer, sooner or
later, to ancient Athens. This book will be no exception,
difficult as it is to maintain for long the reverent attitude
associated with classical scholarship. The Athens admired
in the classical VI Form is, of course, purely imaginary,
the invention of classical philologists in whom any sensc of
history (or of reality) is almost completely lacking. It is
well, however, to bring it in occasionally, thus lending
tone to the whole book and hinting that the author went
to the right sort of school (as in fact he did). Now, Athens?
provides an carly example of what is called democracy.
This did not mean that the Athenian revenue came solely
from the taxes which the people of Athens had agreed to
pay. On the contrary, Athenian revenue consisted largely
of sums collected in blackmail from other parts of Greece.
Archacological evidence is plentiful on this subject. From
inscriptions of the period of the Archidamian War we
know that payments were made at the time of the Dyo-
nysiac festival, received by the Apodektai, who paid the
money to the Hellenotamiai. One of these inscriptions is
supposed to make the procedure tolerably clear.

2 Athens became an example of democratic government at some
period in the middle of the nineteenth century when that form of
rule was becoming fashionable in Britain and the United States.
Athenian democracy is thus mentioned in only one line of Lem-
pritre’s Classical Dictionary or Bibliotheca Classica, re-cdited by E. H.
Barker from the seventh American edition prepared by Charles
Anthon, Adjunct Professor of Languages and Ancient Geography
in Columbia College (wherever that may be), New York. London,
1838.
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Coming to a later period, we must next study the
Revenue Laws of Ptolemy Philadclphus, who ruled Egypt
from about 284—246 B.c. The Revenue Papyrus, dis-
covered by Professor Flinders Petric in 1893-94 is our
authority for the methods of tax collection used in Ptole-
maic Egypt. From this we learn the cssential fact that the
taxes laid upon vineyards, orchards and oil amounted to
one sixth of the produce and no more. We also hear that the
chief tax-farmer, holding a two-year contract for the tax
on oil, commencing from the month Gorpizeus (or Mesore
in the Egyptian Calendar with which the reader may be
more familiar) might receive no payment except in the
presence of the oeconomicus and antigrapheus and had to
report in triplicate to the dioecetes and eclogistes. From all
this it will be realized that methods of taxation were highly
developed in the ancient world. We gain the same im-
pression from a study of Syria under the Seleucides. But
there too the rate of taxation was not cxorbitant, being in
fact no more than 7% of the total product.

Turning to other and later socictics we must make at
least some Passing reference to taxation in the Roman,
I.ndian and Chinese cmpires. Of Roman taxation all too
h.tt.le hasbeen discovered. In the time of Augustus, Roman
ctizens are known to haye paid a 5% tax on the inheri-

tance of estates, They also paid municipal taxes, of which
we 1AVe no exact record, and customs duties at cach

provincial t}'lronticr which are not supposed to have been
onerous. Theijr subject peoples were less fortunate but we
hardly know ¢o Peop

1 Wwhat extent. At the time of the Empire’s
collapse, the taxation of the provinces scems to have been
28
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crushing—too heavy, in fact, to be effective—and historians
have agreed in regarding this as a principal cause of the
disaster. Almost all that can be said with certainty about
taxation under the later emperors is that it lacked any sort
of continuity, consisting of urgent, exorbitant and frequent
demands arising from particular crises. Its effect was so to
discourage production that land-owners and cultivators
fled from the land and took refuge where they could, let-
ting their fields go out of cultivation.

The history of ancient India reveals a sharp contrast
between the Hindu and Moslem concepts of imperial
finance. The Laws of Manu define what the Hindu king’s
taxes were supposed to be. They rise to no more than a
sixth part of certain classes of produce, with an cighth, a
twelfth or a fiftieth on others. Under the Muslim emperors
of the Mogul Dynasty, on the other hand, the theory was
upheld that all land belonged to the monarch, that a life
tenure was the most that was possible for the subject, and
that even this was terminable at the sovercign’s pleasure.
With land thus reverting to the crown at the landholder’s
death, no concept of true ownership could arise. This is an
instance of death duties amounting to 100%,. As regards
taxation, Muslim law gave the king one fifth of the gross
produce but the Moguls actually took one third. From the
Hindus, moreover, they were known to take as much as
half. Their fiscal policy fluctuated, but its final effect was
disastrous. Large tracts of land went out of cultivation,
trade declined, and it was the collapse of Mogul rule
which prepared the way for British intervention after 1707.

There was no equivalent collapse in China. There, taxa-
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tion under the Tsing Dynasty (1644-1911) has been made
the subject of a book by Mr Shao Kuan Chew. The

Chinese land tax was established, it secems, in A.D. 770,
revenue having been later derived also from a poll tax
(based on land), customs duties and a special tax to main-
tain the postal service. Taxes may at times have amounted
to as much as 209, of the national income. But this was con-
trary to the accepted ideas of Confucius, who was himself a
tax—collector at one stage of his official carcer and found (to
his dismay) that the Dukes of Lu, in whose service he was,
had doubled the taxes by increasing the proportion from

one tenth to one fifth of the produce. In the words of his
biographer:

... It was assumed that one-tenth of the produce should be
ample to meet all governmental expenses. . . . The original pro-
vision for the collection of one-tenth of the produce had been
established by one of the early Kings of the Golden Age of the
country, and was generally accepted as a perfectly just and
equitable system of taxation; any departure from it was rescnte

as an injustice.

Such injustices were not unknown, but, in theory at least,
the bu.rden of Chinese taxes would not seem to have been
excessive.

Coming to the history of the modern nations, we find
that the first three to aim at ascendancy on the imperial
scale were Spain, the Netherlands and France, As cach
failed in turn, excessive taxation played a part in its de-
cline. From the Spanish example no clear lesson can be
drawn, for while Philip II was the founder of modern
bureaucratic practice, his tax system was not the most
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significant feature of his rule. His two chief indirect taxes
were the aleabala and the millones, the former a 10%, pur-
chase tax, and the latter a tax on oil, wine and vinegar.
Other taxes affected salt, tobacco and playing cards.
Despite these efforts to increase the revenue, the Spanish
government was virtually bankrupt by 1693, but taxes
werc only in part the cause of ruin. The country was under-
mined as much by its nationalized industries as by its taxa-
tion, and as much again perhaps by its religious intolerance.
Where Spanish taxes feature most prominently in the
history books is when they were applied to the Netherlands
by the Duke of Alva. What was proposed at one stage was
alevy of a one hundredth part of all property, a tax on one
twenticth on the sale of real estate and a tax of one tenth
on the sale of merchandise.

It was evident that a tax of a tenth on sales would deal a mortal

blow to commerce. . .. The king’s partisans were the first
to try to turn the governor from a measure as imprudent as it
was impracticable. . . . (Motley).

So much for purchase tax. The commerce of the Nether-
lands was to be affected by many things, of which taxation
was only one.

As an aggressively imperial power, Spain was succeeded
by the Dutch Republic, that part of the Netherlands
which was under the leadership of Holland. During the
brief period of Dutch ascendancy there were great diffi-
culties over finance. Taxes were levied, as we know, on
corn, on flour, on bread and on fish, becoming ruinous
after 1672. There were anti-taxation riots in 1678 and
Renier writes of the War of the Spanish Succession that
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‘During the war the Dutch Republic bled itsclf white’.
But the taxation remained even after the peace, Dutch
capital being increasingly invested in the French and British
Funds. In 1751 a group of prominent merchants submitted
to the Stadtholder, William IV, a paper on the state of
trade in which they stated that its decline was largely
the result of oppressive taxes. What they advised was ‘an
attempt to discountenance and prevent pilfering, waste,
sluttishness, neglects, extravagance in housckeeping, with
other indiscretions and bad management’, and some such
attempt did actually result. A campaign against waste,
sluttishness, neglect and extravagance would not be out of
place in other countries at a later period of their history.
'A last example of fatal taxation is to be found in the
history of France. Every schoolboy has been compelled
at some stage of his life to memorize the causes of the
French Revolution. Some part of what he commits to
memory is approximately correct, and he fills in the back-
gr0}1nd with vivid if slightly contradictory impressions
deflVCd. respectively from Dickens and Baroness Orczy. He
cn.ds ‘fVlth the conviction that taxation had something to do
?Vlth 1t, and so indeed it had. His difficulty lies in attempt-
g to discover what the taxes actually amounted to; a
dlﬁ.’.culty which historians seem to share. To gain any sort
of picture of the situation, we have somehow to disentangle
the references to taxes, both central and provincial, from
the references to manorial dues, which corresponded to
rent. Readers unduly shocked by these relics of feudalism
should note that they survived in England until abolished
by an Act of 1935, which did not fully take effect for
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another decade; manorial royalties on mineral deposits were
payable until the year when the mines were nationalized.
French feudal dues (like their English equivalent) have also
to be distinguished from parish tithes, which in France
seem to have varied between one twelfth and one twenticth
of certain crops, many others being exempt. If manorial
dues and tithes are regarded, respectively, as rent and rates,
the royal taxation comprised the greater part of what still
remained to pay. It included the taille, the capitation, the
dixiéme, and a number of indirect taxes of which the gabelle,
or salt tax, has attracted the most attention. The taille was
the feudal levy raised from those of the population who
performed no military service; the nobles, clergy and most
office-holders being exempt. The capitation of 1695 and the
dixiéme of 1710 were both intended to fall on everybody,
and both ended merely as an addition to the taille. What
then did the taille amount to? It seems to have varied con-
siderably both from year to yecar and from place to place,
but may have represented something between 33 and 36%,
of the taxpayer’s income. Taxes and tithe may have taken
from 38 to 41%, between them.

As an cxample to finance ministers of the present day
the Ancien Régime is important in two respects. It shows,
first of all, the ultimate limits of taxation; the point of
refusal which becomes the moment for revolt. It shows, in
the second place, the danger of treating capital as income.
On the first point, much has been made of the peasants’
hardships, all in subsequent justification of a revolution
which had already taken place. The fact seems to be,

however, that the peasants were more prosperous than they
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had been for centurics, only they were adept at con-
ccaling such wealth as they may have had. It is more than
likely, morcover, that they may have found ways of com-
pounding their manorial dues. What is significant is not
the farmer’s traditional tale of woe but the fact, then
universally recognized, that no further tax would bring in
any more money. At a certain point, probably short of
45%., the expenses of collection would have exceeded the
value of the sum collected. Short of that again was the
point of rebellion. All this suggests that there is a limit
beyond which taxation cannot be made to go.

The reader may object that the real trouble about the
French taxation was that it fell only on those relatively
poor. In so far as this is true, it goes to illustrate our
second point. What the French government had done was
to meet present nceds by mortgaging its future revenue.
The majority of those who were exempt from direct taxa-
tion had purchased their exemption by a capital sum.
Cities like Bordeaux and Grenoble had commuted the tax
in this way. Most of the noble families had purchased their
patents of nobility, and hence their immunity, by payment
of a lump sum during some previous reign. Office-holders
were mostly exempt from taxation but these again had
bought their offices for a price which was enhanced by
this very consideration. It is inexact to say that the French
upper classes were exempt from taxation as a matter of
inherited privilege. All but the most ancient nobility had
been allowed to commute the tax by payment in advance.

The upper classes of to-day, whether in Britain or the
United States, have been less fortunate. It is a question,
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however, whether modern governments have been much
more provident. The collection of death dutics has much
the same effect, in anticipating future income, as the sale
of nobility. The heir to the estate reccives nothing, it is
true, for his capital payment, but the State has equally
mortgaged its future income. The outward trappings of
privilege may be missing (and these were at lcast pictur-
esque) but the financial mistake is the same: the error of
confusing capital with income. When we study the fatc of
the Old Régime in France, we shall do well to pass lightly
over the details of oppression and concentrate on the
central fact. The Old Régime did not collapse because it
was tyrannical or cruel, nor even because it was obsolete.
It collapsed because it was bankrupt.
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Chapter 3
THE TAX ON INCOME

The story of taxation is, broadly spcaking, the
story of war; and, increasingly, the story of war taxes
being retained after the war is over. Of all war taxes,
that on income is the most significant. It was first intro-
duced in Britain, amending a system of direct taxation
which had its origin in 1692. The English revenue of the
previous year, 1691, amounted to £ 4,501,107 19s. 83d. the
halfpenny turning out to be an error but on the credit
side. Direct taxation began in the following year with a
land tax and assessed taxes on men-servants, horses, car-
riages and windows. The tax on income began with an
Act passed by the British House of Commons on January
9, 1799. It was not unopposed, the Common Council of
the City of London holding that ‘to tax the precarious and
fluctuating income arising from the labour and industry
of Persons in Trade, Professions, etc., . . . is most partial,
crucl and oppressive’. The inquisitorial methods involved
were widely regarded as ‘inconsistent with the principles
of the British Constitution and repugnant to the feelings of
Englishmen’. Be that as it may, the Act became law, im-
posing a tax of 109, on all incomes over £200 a year with
a reduced rate of incomes under £200 but over /6o
and exemption of incomes bclow that figure. The yield
was disappointing, the tax being fairly easy to evade, and
Pitt’s successor, Addington, replaced it in 1803 with an
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income tax of almost the present outward form, complete
with deduction at the source and Schedules A, B, C and
D. Sir Erancis Burdett reminded the House of Commons
in 1804 that ‘a little before the introduction of this un-
principled scheme of plunder’, the law of perjury (applic-
able to taxpayers who made a false return) was amended
s0 as to make the offence punishable by transportation to
Botany Bay. Fixed originally at 1s. in the pound, income
tax rose during the Napolconic Wars to 1s. 3d. and finally
to 2s. in 1806; a level which the second Marquis of Lans-
downe regarded, interestingly, as its ‘natural limit’. A
tax on hawkers, peddlers, and petty bagmen reached its
natural limits even sooner, a revenuc of £9,289 16s. 33d.
costing no less than £2,786 3s. 9d. to collect.

It would be no exaggeration to say that this first income
tax was unpopular. Acceptable only as a mcans of defeating
Napolcon, it was widely regarded as unconstitutional and
oppressive, the Edinburgh Review obscrving that “We can-
not suppose that a free people will endure it for one instant
agtcr‘ the crisis has passed’. Nor did they, the tax being
:h::)il:sll:fdh'm 1815. The shuddering legislators expressed

athing by the further decree that all documents and
returns should be destroyed (which actually they were not
or at lc?st not entirely). A heavy indirect taxation, alsc;
of {’kddlngton’s devising, remained as a discouragement
to industry. It was well exemplified in the notorious
?ARKINSON’S CAsE of 1824, an instance of the oppres-
sions which had by then become customary but one almost
entirely overlooked by students of constitutional history.
Mr Peter Parkinson who lived (it will be remembered)
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at Flashby-with-Winterburn in Yorkshire, was most
unjustly assessed in respect of two horses and a groom,
whereas the second horse was merely being broken in, for
sale. When the appellant’s case was very properly upheld
by the Commissioners, the surveyor appealed to the judges
on circuit, who reversed the Commissioners’ decision;
an injustice for which all legal history scarcely affords a
parallel.

Such was the weight of this indirect taxation that
William Cobbett, in 1829, advised all tradesmen, farmers
and cven gentlemen to cmigrate to America as their sole
means of cscape from ruin. The taxes, he pointed out,
together with poor rates, county and parish rates, came to
‘twice as much as the rent of all real property in the king-
dom’. He emphasized that ‘what a man pays in taxes is
just as much of loss to him and of loss for ever, exactly
as much so as if it were tossed into the sea’. He brought
his argument to its climax in a passage which deserves
quotation in full.

. .. If we ride in a chaisc, or a coach, or on a horse: if we keep
a dog; if we have a window to scc through, a servant to assist
us, a large part of the cost is tax. We can have no title to pro-
perty, no right of occupation; we can neither lend nor borrow,
nor pay nor receive money; nor can we ask for law or justice
without paying a tax; and when the breath is out of our bodies,

¢ government demands a strict account of our bequests,
and takes from our children or others, a large part of what we
leave behind. . . .

Cobbett’s advice to emigrate is tersely summarized in
the admirable dictum which events so often justify:
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Some people have a notion, that, when things come to their

worst, they will mend. Why should they?

Why indeed? One proposal for amending them, put
forward anonymously in 1831, was for a capital levy of
20%, which would pay off the national debt and leave
the country untaxed ‘excepting the small proportion suffi-
cient to support the government’. Nothing so drastic was
attempted and the drifting and muddled expenses of a
reformed Parliament tended rather to increase. Such was
the position when Sir Robert Peel assumed office in 1841.
It was he who re-introduced the income tax in his Budget
of the following year.

In general, as we have seen, the pattern has been for
taxation to be imposed in time of war and then retained in
time of peace. To this rule, Peel’s action of 1842 would
seem, at first sight, to be the chicf exception. This view is,
however, mistaken, and that for three reasons. In the first
place, Pecl had on his hands the Canadian rebellion of
1838-43, which cost £2,096,046, and also the First China
‘War of 1840-43, which cost £2,201,028; neither was Peel
to know that these admittedly minor campaigns might not
last longer and cost more. In the second place, Peel was
closely associated with the Duke of Wellington, who was
always ready for a new war with France; a war which
seemed at times quite probable, and the approach of which
appeared to justify some costly efforts in fortification. Last
of all, the new tax was to replace, not merely supplement,
the existing taxes on expenditure (or many of them),
being planned ‘to revive commerce’ and to last, at 7d.
in the pound, for no more than four years. It is scarcely
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necessary to add that this was a proportional tax, payable
at the same rate on all incomes over a certain level.

‘War, when it came, was with Russia, not with France;
the result, it was afterwards felt, of backing the wrong
horse. The effect of the war was to raise the basic rate in
1854 from 7d. to 1s. 4d., doubling the yield and at the same
time making permanent what had hitherto been regarded
as temporary. The Crimean War actually cost £69,277,694,
no inconsiderable sum. It was Gladstone who was in office
at the time and no one could have deplored the situation
more than he did. For their money the taxpayers had,
among other things, the Charge of the Light Brigade and
the invention of the cardigan. But the tax went on when
the war ended, value for moncy being now conspicuously
absent. And it was Gladstone himself who perceived that
the expenditure was the result of the tax. He made this clear
in his speech to the House of Commons on 13 May 1858:

I believe that it [the income tax] does more than any other
tax to demoralize and corrupt the people. . . . So long as you
consent, without a special purpose, to levy the income tax as
a part of the ordinary and permanent revenue of the country,
so long it will be vain to talk of economy and effective reduc-
tion of expenditure.

This was especially true because, of the public that might
tacitly approve the tax, only a minority had to pay it.
Out of a population of 23,325,305 in the Greater Britain
of 1861 there were only 278,723 payers of income tax,
Schedule D, and a seventh of the total yield came from
amere 4,635 taxpayers with incomes of over £2,000 a year.
Governmental extravagance was being encouraged by the
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irresponsibility of those who paid little or nothing towards
it. By 1866 Gladstone was bewailing the expenditure on
public works, pointing out that ‘vacillation, uncertainty,
costliness, extravagance, meanness and all the conflicting
vices that could be enumerated, are united in our present
system’. They still are, but we have ceased to expect any-
thing different.

From the first moment of the income tax’s revival the
intellectual effort which might have gone towards limiting
public expenditure was directed more towards minimizing
the individual’s contribution. A tax consultant’s bill of as
early as 1852 ran “To enable you to evade the income tax
payment, a laborious and intricate work, your account
extending over a period of fifteen months, . . . £6. 6. 0.’
One method used was to claim in respect of ‘an annuity
payable to a relation not existing’. Another was to divide
farms 5o as to avoid the tenant’s tax. As for the tax on
personal property, that could be avoided by making deeds
of gift. Revenue officials concluded sadly that ‘It is im-
possible to prevent these frauds and evasions’ and that
“The longer the tax continues the more acquainted and
instructed people will get how to evade it’. John Stuart
Mill ended by describing Schedule D as ‘not a tax on in-
come so much as a tax on conscience’. Not all the dishon-
esty was on the taxpayers’ side, incidentally, for large sums
were embezzled by the tax~collectors themselves, no less
than thirty-nine of these defaulting during the three years
1848-50. The evils of income tax began to diminish, how-
ever, as the burden was lightened, and in 1874-76 that
great man, Sir Stafford Northcote, reduced the standard
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rate to 24. in the pound. For a moment it looked as if the
tax might disappear, but the moment passed and by 1887
the tax was back at 7d., by 1895 at 8d., and by 1900 it
stood at 1s. In 1907 Mr Asquith openly announced his
intention of treating the income tax ‘as a permanent part
of our fiscal machinery’. The income tax had indeed come
to stay.

Parallel to the story of taxation in Britain is the story of
taxation in the United States. Nor are the two stories alto-
gether distinct, for it was an attempt to extend British taxes
to the Colonics that brought about the American revolt.
The stamp duty which the colonists refused to pay has
been paid ever since in Britain by all who sign cheques or
give receipts for payments. The tea duty to which the
Yankees objected is paid to this day in Britain; whereas
the American preference for coffec would scem to date
from the day when much of their tea supply found its way
into Boston harbour. Since American independence had
its origin in this refusal to pay taxes imposed by Britain, it
is not surprising that the founders of the Union should
have had strong views on the subject. Thesc views came to
be embodied in the Constitution and specifically in these
words:

Article 1. Section 2

Represcntatives and direct taxcs shall be apportioned among
the several States which may be included within this Union,
according to their respective numbers.

Article 1. Section 8

The Congress shall have power to lay and collect taxes, duties,
imposts and excises, to pay the debts and pay for the common
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defense and general welfare of the United States; but all duties,
imposts and excises shall be uniform throughout the United
States.

Article 1. Section 9

No capitation or other direct tax shall be laid, unless in pro-
portion to the Census or Enumeration hereinbefore directed
to be taken.

To question the wisdom of those who framed the consti-
tution of the United States would be sacrilege. It might
be wished, however, that their wisdom, in this instance,
had been more explicit. From these sections of Article 1 it
would be natural to infer that direct taxes might be imposed
by Congress but were not necessarily to be uniform
throughout the United States, although proportionate to
the population as ascertained by census. There are those
who have sought to justify the further inference that an
income tax (proportionate to wealth rather than to num-
bers) was thus deliberately ruled out. But this is to claim
more for the authors than they would ever have claimed
for themselves. Never having hcard of an income tax, they
can scarcely have been at such pains to declare it illegal.
What they did know about was the evil of taxation with-
out representation, and this they clearly sought to prevent.
That they foresaw the evil of representation without tax-
ation has still perhaps to be proved. It is not unreason-
able to conclude that a capitation tax, a tax paid equally by
all, was what they had in mind. But it is no less reasonable
to deny that this is what they said. Their wisdom is clothed
in ambiguity and there is cause to regret that they could
not agree more precisely on what they meant. When the
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Federal government ran short of funds during the war
between the States, it was not to their own Constitution
that the American leaders looked for guidance but to the
example of Britain. The result was the beginning of Ameri-
can income tax.

It began with the Act of Congress of 5§ August 1861,
which imposed a 3%, federal income tax. This was super-
seded almost at once by an Act of March 1862, signed in
July, which, while maintaining a 3%, tax on incomes below
$10,000, increased the rate to 5%, on incomes above that
level. This tax was levied in 1863, increased in 1864 and not
abolished until 1872. Its legality was upheld by the Supreme
Court, which on this subject was later to change its mind.
During the five years from 1861 to 1866 the Federal expen-
diture, apart from interest charges, rose to an average of
$712,720,000 a year: an increase of 9209, on the average of
the previous decade. This might not have been serious in
itsclf but (as always) expenditure failed to revert to the
previous level. As Mr F. C. Howe observed in 1896, ‘the
apparent acquicscence of the people in governmental ex-
travagance induced a prodigality in the disposition of public
funds which has gone on unabated to the present day’.
While expenditure fell from its war-time height, it settled
atalevel representing a 240%, increase on pre-war expendi-
ture.

Apart from this immediate effect, and apart from the
legal issue, the importance of the Act of 1862 lies in its
differentiated incidence. In this Act we see the beginning of
disproportional or progressive taxation, unknown at that
timein Britain. Until that date the Congressman who voted
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for a tax did so in the knowledge that it would fall as
heavily on himself as upon others—a safeguard some might
think important—but that principle went in 1862. The
significance of this was emphasized at about this time by
the economist, Mr J. R. McCulloch. Tax graduation, he
said, was not an evil to be paltered with.

The savages described by Montesquicu who, to get at the
fruit, cut down the tree, are about as good financiers as the
advocates of this sort of taxes. Wherever they are introduced
security is necessarily at an end. Even if taxes on income
were otherwise the most unexceptional, the adoption of the
principle of graduaton would make them among the very
worst that could be devised. The moment you abandon, in
the framing of such taxes, the cardinal principle of exacting
from all individuals the same proportion of their income or
their property, you are at sea without rudder or compass, and
there is no amount of injustice and folly you may not commit.

The British, in their turn, paid more heed to American
example than to McCulloch’s warning. Having alrcady
introduced death duties some years before, the British
placed these on a sliding scale in 1894, varying the rate
from 19, on small fortunes to 89, on the greatest. Not only
was there no stated principle on which the percentage
might be graded but a basic principle was infringed by the
confusion of capital with income. Had the yield from
death duties been used to reduce the national debt there
would have been an element of stability in the situation;
but this levy on capital was used from the first for current
expenditure.

Oddly enough, the year in which Britain took a further
step towards ‘injustice and folly’ was also the year in which
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the same tendency was resisted, momentarily, in the
United States. When an attempt was made to reintroduce
income tax there on 27 August 1894, not graduated but
fixed at 29, on all incomes over $4,000, the tax was ruled
out by the Supreme Court as unconstitutional, being a
direct tax not proportionate to numbers of population.
For the time being, the matter was dropped. In Britain, by
contrast, the death duties were being collected, there being
no written constitution under which they could be declared
illegal. Writing on British Tax-Payers’ Rights in 1898, Mr
H. Lloyd Reid referred to dcath dutics as a ‘class of tax
representing probably cvery form of injustice and uneco-
nomic, arbitrary, and troublecsome method possible in
taxation’. So indeed they are, but the Boer War revealed
onc form of tax incidence which may not even have been
forescen. There was no exemption in favour of those killed
in action. The State was thus waiting, vulture-like, to
snatch the property of those who had died in its defence.
The result was that families in which several were killed
might suffer repcated confiscation as well as repeated
bereavement. All this, however, was but a foretaste of
things to come. The current of public expenditure was
quickening as the century came to its close, but the rapids,

the quicksands and the rocks lay still some little way ahead.
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Chapter 4
THE TURNING POINT

In the history of taxation the key date, for the
English-speaking world, is the year 1909. I.Jntil .thz}t date
the pressure to spend had been mounting in Britain and
the United States but the introduction of disproportional
taxes had scarcely begun. In so far as they had begun,
morcover, the idea was merely that the wealthier citizen
should contribute relatively more to government revenue
raised for a common purpose, a purpose defined in the
Amcrican Constitution as provision ‘for the common
dcfense and general welfare’. The danger of dispropor-
tional taxes was alrcady apparent in that they could be
voted by those who would not have to pay them and on a
scale to which there was no defined limit. But so far the
gencral welfare remained the object. All this was changed
in 1909, simultancously, as it happencd, in Great Britain
and the United States. How this came about is worthy of
special attention and careful record.

Recgarding Great Britain certainly, and perhaps regard-
ing the western nations as a whole, the future historian
will certainly look upon the first decade of this century as
the turning point of modcrn history. Until then the tide of
western expansion was flowing. The British, for example,
made their last deliberate colonial acquisitions in 1909,
Their impetus had by then been practically lost, the mood
for adventure being replaced by an urge to defend, exploit
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and enjoy. This change of mood found its expression in the
Liberal-Labour victory of 1905, which brought into office
some who were indifferent and others who were actively
hostile to colonial intcrests. Future emphasis was to be on
social welfare, not upon imperial expansion. The general
situation was one which brought the alternatives into
sharp focus. British naval predominance, maintained for a
century after the Battle of Trafalgar, was being challenged
by Germany. To meet that threat and to maintain the
impetus of British expansion in the Far East would have
involved providing two scparate battle fleets, one based on
Britain and the other on the China Coast. The one would
have to be related to the naval strength of Germany, the
other to the naval strength of Japan. Such beyond question
was the price of empire.

This price the British electorate refused to pay. Those
who had voted the Liberals into office did so under banners
promising peace, retrenchment and reform but with expec-
tation in fact of social benefits to come. To provide both
the battleships and the benefits seemed hardly possible, and
it was perfectly clear which policy the people preferred.
The Far East Fleet was withdrawn in 1905 and never re-
placed, a causc of the defcat at Coronel, a cause later on of
the loss of Prince of Wales and Repulse. The issue in the
Cabinet, doubtful for a time, was settled by the illness
and death of the Prime Minister, Sir Henry Campbell-
Bannerman, whose successor, Mr H. H. Asquith, was less
restrained in his liberalism. More important still, Asquith’s
promotion brought the more radical Mr Lloyd George into
office as Chancellor of the Exchequer. From April 1908,
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retrenchment was a thing of the past. There was to be
social democracy instead and an attack on privilege. The
international implications of this policy arc hardly relevant
to the present theme. More to our purpose is the question
of finance and revenue. It is one thing, in principle, to ask
from the wealthier citizens a disproportionate contribution
to.wards ‘common defense and general welfare’. It is another
thing to ask them to contribute directly towards the wel-
fare of those less prosperous. And that was the theme dis-
cernible in the hymns which Mr Lloyd George sang to the
accompaniment of his harmonium.

Mr Lloyd George introduced his first Budget on 29
April 1909. In the course of a speech which lasted four and
a half hours, he explained his purpose with fervour. “This
is a war budget,” he emphasized. ‘It is for raising moncy
to wage implacable warfarc against poverty and squalid-

ness.” The main features of the budget werc as follows:

(a) Income tax raised from 1s. to 1s. 2d.

(b) Super-tax introduced at the rate of 6d. in the pound on
incomes over /5,000, leviable on the excess over £3,000;
a tax to which some 10,000 people might be liable.

(c) Hcavier death dutics. These had alrcady been increased

in 1907, with 15%, as the maximum. The new maximum
was 25%,.

(d) A tax on increased land values (destined for considerable
amendment in committee).

This Finance Bill was promptly rejected by the House
of Lords, as something for which the government had no
mandate, and Parliament was accordingly dissolved. In
the general election which followed the Liberals were
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again returned but with a barely adequate majority. The
House of Lords nevertheless allowed the Bill to pass and it
became law on 29 April 1910. There followed the con-
stitutional crisis of 1911 as a result of which the powers of
the House of Lords were drastically curtailed.

An odd feature of the super-tax, later to be called the
surtax, was that its collection was entrusted to an entirely
new branch of the Inland Revenue Decpartment. This
branch still exists, so that the work of persccuting the more
prosperous taxpayers is actually done twice over by two
different sets of people; the cost of collection being roughly
doubled. As the collection of rates is entrusted, for no very
obvious reason, to yet a third organization, the expense of
raising the national and local revenue has never been jn-
considerable and shows little tendency to diminish,

Much of the controversy arising from the Budget of 1909
is to be explained with reference to the taxes it imposed.
Much also arose, however, from the proposed items of

expense. The additional cightcen millions were to be spent
as follows:

Old age pensions 8,750,000
N:WY 3:000,000
Minor increases in various departments 1,500,000
Improvement of roads 600,000
To establish labour exchanges 100,000
Development grant 200,000
Land valuation 250,000
Grant to local authorities 300,000
It will be clear from these figures that the increage d

expenditure on the Navy was relatively small, althollgh
ST
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soon destined to rise. Old age pensions, by contrast, were
expensive even in theory and turned out to be still more
expensive in practice, rcaching /12,415,000 in the first
year. At a time when there seemed every likelihood of
war with Germany, Mr Lloyd George had declared war
against squalor and incidentally against the wealthier
British taxpayers. Of the two, it was the latter war which
proved the casier to win.

There may have been many who did not see the signifi-
cance of the 1909 Budget. There were certainly many who
did, more especially when the revenue for 1910-11 proved
to be £175,162,000 as compared with the £ 105,230,000 of
1909-10. Archer Wilde, for cxample, pointed out that
national and local expenditure totalled £7 10s. per head of
the population, £13 per working adult, and 169, (rising
to 174%) of the national income. M. Paul Leroy Beaulicu,
the French economist, wrote of the Lloyd George Budget:
“If this is not Socialism . . . it is the precursor and prepara-
tion for it.” As accurately, Mr Edwin A. Pratt wrote that
Britain had reached the parting of the ways and that the
choice made would be momentous for the future ‘not
alone of the English people, but of the Empire itsclf’. Lord
Roscbery pointed out that the yield from death duties was
already beginning to diminish, as the estates themselves
diminished, and that this confiscated capital was being spent
as income.

It would be reasonable to ask at this stage what the re-
action was of those whose wealth was thus being threatened.
Had capital begun to flec the country? The answer is that
the wealthy and even for that matter the very moderately
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prosperous had long since resorted to income-tax avoidance
and evasion, as a result of which the tax incidence was less
lethal than it was intended to be. Mr J. C. L. Zorn came to
some interesting conclusions on this subject. For the pur-
poses of his study he divided income-tax-payers into two
classes, 187,000 with over £1,000 a year and ten times that
number with less. The former class underpaid its tax, he
calculated, by about 27%, and the latter by 469%,; the very
rich, however, avoided 36%, of the tax they should have
paid. A tax of theoretically 1s. in the pound imposed an
average burden of 73d. in the pound, but the tax fell most
heavily on those in the middle of the range, the salaried
people whose income was more or less known. Death
duties could also be avoided by deeds of gift, a device
which was less widely used than might have been expected;
the result, no doubt, of so many people having been made
to read King Lear at an impressionable age. That the tax
was so much less than it appeared to be was in part the
cause of its being sustained with relative calm and collccted
with comparative case. Some of the ablest pcople were
paying least and some of the richest not paying at all.

In the same year that the principle of disproportional
income tax was being introduced into Britain, income tax
was being introduced afresh in the United States under
President Taft. In the light of the Supreme Court’s ruling
of 1894, this could be done by amending the Constitution.
Such an amendment was duly prepared, and the whole
campaign stage-managed, by representative Cordell Hull
from Tennessee. It was he who briefed Senator Bailey
of Texas and it was he who made a preliminary study of
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the tax systems already in existence. Congress voted 318
to 14 for the Sixteenth Amendment. It had then to be
approved by the States, a process which took some years,
six States failing to take action or refusing to ratify. The
Amendment became law on 25 February 1913, and was
put into effect in the revenue bill of that year. Cordell
Hull, who has been called the ‘master mind’ in this affair
and who was certainly the acknowledged expert on taxa-
tion, had all along favoured a flat rate. At this point, how-
ever, representative John Nance Garner of Texas succeeded
in gaining acceptance for the principle of graduation. Lenin
prophesicd that the United States would spend itsclf to
destruction. Towards that end this graduated tax was the
first and essential step.

The American income tax of 1913 contained all the
principles of taxation by then accepted in Britain, but the
immediate incidence was relatively light. A tax of 1%, was
levied on the net taxable income of every citizen or resi-
dent, with a personal exemption of $3,000. The system
of graduation was represented by a surtax payable on
incomes of $20,000 and over. Beginning at a mere 1%,
this was to reach 6%, on incomes of $500,000 and upwards;
not a very onerous tax in itself but a foretaste of all that
was to follow. So it came about that the United States
entered World War I, as did Britain, with the machinery
for expanding its revenue to meet the crisis. What it lacked,
and what all countries lacked, was a machinery for con-
tracting its revenue after the crisis was past.

Compared with the United States the position of Great
Britain in 1909 was far less favourable, if only because it

55



THE LAW AND THB PROFITS

was farther down the same road. Its budget was already
incompatible with scientific finance. As Mr W. R. Lawson
observed, ‘In its inception, its spirit, its objects, and its
methods it is sentimental rather than financial.” This was
profoundly true, with the result that Britain was the most
heavily taxed of the world powers and yet militarily weak
in proportion to its expenditure. In total national taxation
the British figure of £3 6s. 3d. per head was to be compared
with £2 16s. 1d. in France, £1 4s. 7d. in the United States,
18s. 4d. in Germany and 12s. 44. in Japan. The British
revenue from taxation came to /151,955,000, whercas
the revenue of the United States, with nearly double the
population, came to only £100,384,916. The effect of
piling war taxes upon this peacetime level of exaction was
to mean the eventual ruin of the class upon which Britain
relied for leadership. It was to mean the collapse of the
British Empire; a collapse which many of Mr Lloyd
George'’s supporters would rather welcome than otherwise,
It was to mean a great deal more than was immediately
foreseen.

There is nothing in these figures to prevent the reader
from believing, as many people did and do, that measures
of social welfare are more valuable than battleships. Given
a straight choice, many would still decide in favour of o]q
age pensions. In practice, of course, the choice was never
as clear as we can now make it seem, and the result was
the sort of compromise we have learnt to expect. Feyy
realized all the implications of what they were doing. Nor,
had they done so, was everyone’s object the same, To one
it was all-important that Britain should show the world ap
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example of social progress. To another it was self-evident
that a lack of warships would eventually leave Britain
without the means to pay for the welfare measures which
were theoretically desirable. The final irony of the situa-
tion was that a drastic curtailment of administrative costs
might have allowed Britain to afford both labour ex-
changes and guns. That, however, was a secret known to
very few. For the public at large the choice was broadly
between cruisers and schools, and it was upon this choice
that the Empire’s future would depend.

The fate of the British Empire was decided, in effect, by
the relative levels of expenditure shown in the table on
Page s8.

Here the second column represents the margin of British
superiority at the Battle of Jutland and the absence of the
force which would have turned defeat into victory at
Coronel. The third colunn explains where the money had
gone and how the total came to be as large as it was.

There is, however, another aspect of the matter to which
little attention has becn paid. To maintain a string of tropi-
cal dependencies, scattered along thc vital trade routes, the
primary need was admittedly for the warships which were
missing after 1905, but the sccondary need was for the men
who would give their working life to the dependencies
themselves. The nced was then for soldiers, administrators,
engineers, physicians and planters. These had been forth-
coming in quantity since 1600, but it was essential to the
system that those who survived should come back to
Britain on retircment. In no other way could the next
generation be endowed with the same energy and courage.

57



THB LAW AND THE PROFITS

Year The Navy Social Welfare*
L L
1904-$§ 41,062,075 15,160,642
19056 37,159,235 15,934,282
1906-7 34,599,541 16,477,141
1907-8 32,735,767 16,892,714
1908-9 33,511,719 18,925,318
1909-10 36,059,652 25,924,148
I9IO-II 41,118,668 28,031,508
19I1-12 44,882,047 30,381,777
1912-13 45,616,540 35,582,128

* Including Old Age Pensions, Education and Labour Exchanges.

So the British exile was a man who looked forward all his
life to a certain kind of reward. Fiercely devoted as he
might be, and usually was, to the land in which his active
Career was spent, his final goal was a home in Britain. As
those who survived to reach home were about 10% of
those who went abroad, the earlier adventurers expected
3 proportionate reward. The penniless younger brother
might end as landowner, churchwarden and justice of the
Peace. As generations passed the risks diminished and the
lcxpcctations of the returning exile were proportionately
,;ss. But the minimum expectation to the end was a villa at
lthua?, and the majority dreamt rather of a country
gs;.eTrd-l some rough shooting and a stream in which to
bined v:itllﬁCldcncc of .taxation in the present century com-
attainable ;thcr .socml changes to m.:ake this d_ream un-
* 10 maintain a county family was difficult, to
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found one almost impossible. The returned builder of
empire was more likely to end in Maida Vale, talking to
his bored neighbours about the past glories of Colombo or
Rangoon. This was no advertisement for the Empire and
it would decide his friends against letting their boys go, as
they had planned, to Trinidad or Fiji.

The Welfare State reacted on the Empire in another way,
for the money taken from the returned exile was to make
Britain more comfortablc for those who might otherwise
have gone abroad. While there were diminished pros-
pects for those who went, there were diminished hardships
for those who stayed behind. To gain independent means
and to pay for the children’s education was no longer
necessary and might not even be possible. As a breed, the
builders of empire have become extinct. Success in the
modern age is to be measured by one’s ability to give the
minimum of effort to onc’s carcer and extract the maximum
of subsidy from the Statc. To these ends a new generation
was to devote itself, leaving the British Empire to collapse
more suddenly and more completely than any undefeated
empire of the past; an example to the world of what
c?:cessivc taxation can bring about and in how short a
time.

It is the fashion to ascribe this collapse to the forces of
nationalism and democracy. It can be argued that Britain
has withdrawn gracefully from territorics which have be-
come ripe for democratic self-government, owing their
political education to British instruction and example. In
this version of events there would seem to be an element
of truth and any amount of convenience, but the true
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proportions only time will show. The value of democracy
to those whose manifest destiny is to fall under the rule of
another and less benevolent empire is not always apparent.
Its value to those who confer such a doubtful blessing is
less open to dispute. The money saved can be spent on
social surveys and social reforms at home. It is in this sense
that the farewell empire is the logical sequel to the welfare

state. What looks to some like generosity may look to
others like betrayal,

62



Chapter 5
RECENT HISTORY

To pay for World War I the British income
tax was raised to §s. on carned incomes over £ 2,500 or un-
earned incomes over [£2,000, but by 1918 the standard
rate stood at 6s. with super-tax payable on incomes over
£2,500. Other countries began collecting income tax
at about this period, France in 1914, Australia in 1916,
Canada in 1917. It was the tendency of the age. Other
countries had begun the practice carlier and taxes on the
disproportionate principle were soon being collected in
Switzerland, the Netherlands, New Zealand and clsewhere.
There were optimists who imagined that taxes would be
reduced as soon as war ended. But this did not happen.
On the one hand, war expenditure continued after the
armistice; on the other, peacetime government cxpendi-
ture rose to mect the wartime revenue. And whereas the
yield of British income tax and super-tax in 1913-14
had been [£47,249,000, the cstimate for 1920-21 pro-
vided for no less than £387,000,000—the Budget itself
reaching a total of £1,532,324,000. There was a general
and rather curious expectation that the world was to
be improved by the outcome of the war and that any
and every welfare scheme was financially possible. The
standard rate of income tax was reduced to 4s. 64. by
1926 but rose again to ss. in 1931-34, and to ss. 6. in
1938. The beginning of World War II was to find Britain
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paying taxes at almost the rate levied at the conclusion of
World War L

Interestingly, the belligerent country which recovered
most rapidly after World War I was Belgium. Occupation
by the Germans had saved the Belgians from the vast
expansion of government activities which afflicted the
powers understood to have been victorious. The Belgians
had no network of regulations, no horde of officials—no
tottering and expensive super-structure from which to free
themsclves. Nor had they convinced cach other that peace
would bring the millennium with it. Unhampered by a
wartime bureaucracy, they set to work and regained their
former prosperity with surprising case. The same could
not be said of Britain, where the government share of the
national income, nearly 15%, in 1913, rose to over 28%, in
1932 and to over 30%, in 1938, by which year the scale of
private new investment (except in houses) had dwindled
to nearly nothing. Nor was the situation in the United
States so markedly different. Whereas the Federal govern-
ment spent about $1,000 million in 1914, its expenditure
after World War I, in 1924, was just over four times as
much. Surtax had been introduced in 1918, being graduated
from 19, to 65%, so that net incomes of more than one
million dollars were taxed at 77%, the highest rate then
known. Tax rates were lowered in 1926-28 but raised
again in 1932-37, by which latter year surtaxes reached a
record maximum of 75%. Internal revenue, which stood at
a little over $1,500 millions in 1932, came to over $1 3,000
millions by r942.

One of the oddest features of American taxation was
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the creation of the Intelligence Unit of the United States
Treasury Department. This organization was founded in
1919 for the general purpose of preventing tax-evasion.
The theory was, no doubt, that agents of this unit would
confront Vanderbilts and Guggenhceims before a Grand
Jury, proving beyond possibility of doubt that their tax
returns werc false. They may have done this repeatedly,
but it is not for this that they will be remembered in cither
prosc or verse. For it was they, and they alonc, who tamed
the gangsters between 1930 and about 1936. It is ironical
that it should have been so. The murders attributed to the
Al Capone gang of Chicago numbered 46 in 1925 and 64
in the following ycar. There were gang battles fought in
the streets with armoured cars on cither side. A reign of
terror lasted until the year 1931, when Al Caponc was
brought to trial, fined $50,000 (which he could well
afford) and sentenced to cleven years’ imprisonment. He
was not convicted of murder, robbery, riot and graft. His
conviction was for failure to pay his income tax, having
filed no return and paid no tax in respect of the years
1924-29, a period during which his income was said to
have varied between $100,000 and $257,000 a year. It was
proved, beyond question, that his taxes were in arrears to
the amount of $215,030 and 48 cents.

This case is cited as typical rather than exceptional, for
the same fate befell Waxey Gordon, the New York gang-
ster. Tom Pendergast, moreover, political boss of Kansas
City, was proved to have spent $693,234 in 1935; a ycar
during which his declared income was $125,633. Enoch
Johnson, the dictator of Atlantic City, was finally jailed
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for ten years, again as a result of investigation by the tax
expert. It is true that Hucy Long died before he could be
prosecuted for tax evasion, but his associate, Dr James
Monroe Smith, President of Louisiana State University,
was less fortunate. Smith was proved to have had a share
in the vast profit made by thc university’s architects, and
all this without confiding in the tax authoritics. Many
other gangsters shared Dr Smith’s fate without sharing
his academic rank, and there has been very gencral agree-
ment that they were undesirable characters who fully
deserved the penalties they incurred. The doubt remains,
however, as to whether they were not indicted for the
wrong offence.

Granted, however, that there were anomalies in the
methods of tax enforcement used, it can hardly be said
that the population of the United States was hcavily taxed
on the eve of World War II. Income tax was paid by some
four or five million taxpayers and yielded only about 209,
of the national revenue. None was paid in 1932-39 by
those with an income of under $2,500. Thereafter the level
at which incomes were exempt was stcadily lowered, to
$2,009in 1940, to $1,500 in 1941, to $1,200 in 1942, and to
369.“1 1943. Unfortunately for the tax-payers in both
Britainand U.S.A., these exactions were cleverly concealed.
As the tax gatherer reached levels of the population that
were scarcely literate he adopted the device of making the
employer do the tax collection at his own expense, and to
many working men and women tax deductions in this
form were not very perceptible.

By about 1950 the privilege of paying United States
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income tax had been extended to some fifty million people,
increasing tenfold the number of those who had formerly
to pay. United States taxes reached a record level in 1951
when it was discovered by Miss Vivien Kellems that
President Harry S. Truman had, in a little over six ycars,
taxed the country $12,000 millions more than all the
previous Presidents combined, from George Washington
down to Franklin D. Roosevelt. Truman demanded
$260,000 millions whereas his predecessors had taken only
$248,000 millions between them. Although by 1955 the
figure for cxemption had risen to $2,000 a year, all
incomes above that level were paying 20%, the percentage
tising steeply until incomes of $16,000 were paying 50%
and incomes of $50,000 no less than 75%, with 87%, as
the maximum at the highest levels. It is also significant that
President Bisenhower, who twice campaigned strongly for
government cconomy and lower taxes, has actually ex-
ceeded Truman’s record and with no war as an excuse.
This is yet another illustration of the inexorability of Par-
kinson’s Second Law, which operates in spitc of party
Phﬂosophy or personal preference.

. But where the taxes in the United States were oncrous,
In Britain they were lethal. With a high rate of taxation
cven when World War II began, with a longer period of
war and with cities heavily damaged by bombing, the
British would have been financially crippled in any case.
Mattcrs had been made infinitely worse, however, by the
incidence of Socialism and imperial defence, the dual
burden assumed in 1909. On the onc hand the Conserva-
tives were trying to save what remained of the Empirc;
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on the other, the Labour Party was building a Socialist
Utopia. No country in the world could have afforded both,
and it is doubtful whether Britain could afford either. Dur-
ing the war the standard rate of income tax rose quickly,
first to 7s. in the pound in 1939, to 7s. 6d. and later to
8s. 6d. in 1940, finally to 10s. (or 50%,) in 1942. Surtax
was imposed on incomes over /2,000, scaled from §s. 9d. to
8s. 3d. (at £5,000) and so to 9s. 6d. on incomes of £ 10,000
and over. The result was that beyond a certain level
incomes were being taxed at 19s. 6d. in the pound, a rate
stopping just short of total confiscation. Death duties
were scaled up to reach over 409, on estates of £ 300,000
and over 659, on the largest cstates of all. Nor was this
colossal burden much reduced when the war came to an
end. The twofold expenditure continued and was in some
ways increased.

Efforts to save the Empire included warfare in Malaya,
Korea, Cyprus and Egypt, with garrisons, subsidics and
cultural representatives clsewhere. The new Utopia in
Britain involved a civil service which had mysteriously
increased in numbers from 387,000 in 1939 to 704,000 in
1945, and a series of nationalized industrics run for the most
part at a substantial loss. What this meant in taxation and
death duties might be imagined even if it were not known.
To take for example a married couple with two children
and no unearned income, these would in 1950-51 pay
income and surtax on the following scale:
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Income Tax
£ £ s d
1,000 168 15 ©
2,000 528 15 ©
4,000 1,716 § ©
5,000 2,391 § O
10,000 6,316 § O
20,000 15,591 5 ©O
50,000 44,841 s O
100,000 93,591 § ©O

Thus not even the wealthiest could, by legal means,
have more than £5,000 to £6,400 of spendable income.
The tax situation would have been bad enough had
income and surtax been all, but to these had been added
a variety of other taxes, direct and indircct. There was the
purchase tax, the national health and insurance contribu-
tions and the greatly increased local rates. Tax had been
piled on tax; and one result of death duties (amounting
to £2,000 million between 1945 and 1957) was so to
lessen the number of the rich that the tax burden had in-
Cf?aSingly to fall on the poor. Wrote Vivien Kellems on
this subject in Toil, Taxes and Trouble (1952):
Take a look at England. The income of the rich and upper
classes have shrivelled under the blighting hand of the tax
collector untl they are practically non-existent, and the heavy
tax burden is rapidly shifting to the shoulders of the working
pcOPlg who are supposed to reap only benefits from English
Socialism. In eleven short years from 1938 to 1949, total taxes

from incomes below £1,000 leaped 615 per cent, while those
from incomes over that amount increased 171.
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This tax situation created anomalies at either end of the
scale. Viscount Chandos could complain that his actual
emoluments as a Dircctor of Imperial Chemicals were a
little over one-third of the new office boy’s net weekly pay.
On the other hand the workman could complain that the
£2 he was paid for overtime on Saturday was 26s. by the
time he reccived it. Supposing, morcover, that he spent
that 26s. on cigarcttes and a half-bottle of gin, another 20s.
would go to Customs and Excise, bringing his real earnings
down to 6s. The inflationary effect of such taxation is
obvious. There have been some tax concessions of late,
with the standard rate of income tax reduced from 8s. 6d.
to 7. 9d. in 1959. But the significant observation made on
that year’s Budget came from Mr Gaitskell, Leader of the
Opposition, who is reported as saying that ‘The Budget
involved giving away not far short of £400 million. Any
Chancellor who could give this away could be described
as lucky.’

The words ‘give away’ reveal, unconsciously, an attitude
of mind. By communist teaching, the whole wealth of the
country belongs to the government, which gives away a
proportion of it to the morc deserving of its subjects. The
whole idea of private property is a thing of the past, the
State owns all. Fortunate is the Chancellor who can be
fairly generous; such generosity may not be possible

another year. On this subject Edmund Burke thought
differently.

To provide for us in our necessities is not in the power of
Government. It would be a vain presumption in statesmen

to think they can do it. The people maintain them, and not
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they the people. It is in the power of Government to prevent

much evil; it can do very little positive good in this or perhaps

in anything else.

Much might be said on this subject of the government’s
universal ownership but there is another aspect of the
1959/60 Budget which might scem of more immediate
importance. Here was the Leader of the Opposition chiding
the Chancellor of the Exchequer for his reckless gencrosity
towards the taxpayer, the Chancellor himself maintaining
that his generosity was justified in the circumstances of the
day. But what gencerosity (let alone what recklessness) was
there to discuss? The total revenue was cxpected to reach
45,620 millions and the government proposed to spend
£5:223 millions of it. This is to be compared with the
British revenue of £181,710,000 in the far more prosper-
ous days of 1909-10. It is to be compared again with the
government expenditure of £1,532,324,000 in 1920-21,
or even with the revenue of £1,021 millions in 1938 and
£4,022 millions of 1948. With the exception of the Bud-
gets for 195558, the Budget under discussion is the heaviest
ever laid in peacetime on the long-suffering public. It
comes to more than the gross national product of 1938.
And while the central and local governments took nearly
a third of the gross national product in 1957, there is no
reason to think that their share will be notably smaller in
1959. The statistics of British central and local government
expenditure have become a sort of nightmare.

The American who reads this commentary on British
finance may feel that his own country is farther from
disaster; and it is, strictly speaking, true. But his sense of
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satisfaction will dwindle when he comes to study the
figures. With the Federal Government taking from 20 to
87% of the taxpayer’s income, and with State taxes and
local rates to be added to the burden, it is obvious that the
United States have taken the same road but have not
progressed down it quite so far. In theory it should be
possible to reverse or stop, but there are economists at hand
who ask rather for acceleration. They contrast the American
expenditure on privately produced and marketed goods
with the American niggardliness in providing for the pub-
lic service. They call for higher taxation as a means of re-
dressing the balance. They regard the sales tax as a par-
ticularly hopeful method of making private goods more
expensive and public services more abundant. There is
much that is plausible in the arguments used and especially
plausible to those unacquainted with post-war Britain.
But these experts take no account of the tendency of taxes
to increase by the law that governs their cxpansion, nor
do they attempt to fix the point at which further taxation
becomes disastrous.

Were some limit established at which taxation must
stop, were a barrier built across the road at some point this
side of the precipice, the arguments for expanding the
public services would be more plausible still. Their fallacy
lies in the assumption that a higher expenditure produces a
better result. But this does not follow. Artists and crafts-
men know that there is a virtue in the resistance of their
material. A statue made of granite has a quality not dis-
coverable in a statue made of butter. The resistance of the
architect’s material is represented (in part) by the factor
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of cost. The intrusion of this factor produces a better
building than could have been produced in its absence.
Where there is no ceiling to the cost, the architect merely
goes off his head. What is true of architecture is truc also
of administration. The economical solution is also the
best, calling as it does for an intcllectual effort which would
otherwise never be made. The solution, in fact, of an
administrative problem calls for the abilitics of an artist,
the result being uncxpected, economical, unclaborate and
neat. The final answer has about it the incvitable quality
of a classical composition, a quality to which the resistance
of the material is vital.

There are those who argue that we have rcached a level
of affluence at which administrative extravagance is within
our means, or is necessary, even, to ensure employment for
all. But a wasteful solution to a problem would be artisti-
cally unforgivable even if it were financially sound. Argu-
ments such as thesc ignore both the fact and the nature of
waste. They also ignore the loss of cfficiency which arises
froma burcaucracy’s growth. Where there is no automatic
check on this growth, the raising of further taxes and the
allocation of larger sums will bring us nothing but increased
frustration. Even were it probable, however, that increased
expenditure would buy anything but administrative con-
stipation, the fact remains that the precipice lies somewhere
ahead. We know of its existence from the fate of earlier
travellers on this road. We even know roughly where it is.

All that remains to do is to build our barrier at the proper
place.
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Chapter 6
THE LIMITS OF TAXATION

Taxes can be groupcd, as we have seen, into
two broad categories, those we impose on ourselves and
those we inflict upon other people. Taxes in the first
category, examples of which in history are extremely rare,
are sclf-limiting. They may rise in a time of emergency
but, once the crisis is past, they should tend to fall. The
United States in their carlier days offered an example of
taxation falling within this category. Nincteenth-century
Britain offered another such cxample, at least for a
time, and other instances are known in both the ancient
and modern periods of history. On the other hand, most
taxes clearly come within the category of burdens im-
posed by some people upon others. The taxes decreed
by ancient monarchies were all of this type and so are the
graduated taxes of to-day at all levels above the average,
being voted by those to whom the heaviest rates will not
apply.

The taxes inflicted by some people upon others will
incvitably rise as expenditure rises, and expenditure will
tisc in accordance with Parkinson’s Second Law. Their
only limit is at the point where the victim refuses to pay,
and to that point they will rise by the principle which
governs their growth. In ancient times that point of refusal
was reached when the tax demand rose much above 10%,
of the gross product. Our information is admittedly
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meagre, but such figures as we possess range between § and
109, except in cases where the cntire cconomy is known to
have collapsed. Now it is obvious that the amount of the
tax will be something a little above the cost of its avoid-
ance. For a customs duty 23%, was originally the natural
limit, and about 10%, for a tax on land. That level must
have been related to the cost and the risk of migrating else-
where. An early example of such a migration is to be found
in the ‘Book of Exodus’. Pharaoh taxed the Israclites in
terms of service. ‘And the Egyptians made the children of
Isracl to serve with rigour: and they made their lives
bitter with hard bondage, in mortar, and in brick, and in
all manner of service in the field.” At some point unspeci-
fied in this raising of the assessment, the Israclites judged
that the time had come to go clsewhere. In nineteenth-
century Malaya the Chinese tin miners would yicld a
Malay chicf up to 10% of their output as payment for
‘protection’. If he asked more they drifted to another
mining area where the chief asked less. Some chicfs reacted
to this very much as Pharaoh did and with about as much
result. As a reckless gencralization we can say that the pro-
ductive people of the world have discovered from experi-
ence that they will always have to yield 109, to somcbody,
whether to a gangster, a feudal lord or a department
of Inland Revenue. It comes to much the same thing in
any case. To escape from one tax gatherer will usually
mean paying blackmail to another. Up to about 109,
e exaction is in accordance, it would seem, with a
law of nature. When it rises much above that level, the
time has come for the Israclites to study the atlas. There
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may be better places than Egypt; and in point of fact
there are.

In studying the history of public finance the temptation
is to conclude that pcople are willing to pay taxes up to a
certain point; up to 109, for example. This would be an
entirely mistaken idea. Normal people are reluctant to pay
any tax of any proportion at any time. Their grievance
will be just as vocal whether the taxes are heavy or light.
The Chinese never regarded payment of a tenth as ‘per-
fectly just and equitable’ whatever any scholar may say to
the contrary. But they did regard such a tax as inevitable
and customary. Now, in noting the resignation of ancient
taxpayers, we should also note the circumstances which
limited their liability. For, under the empires of Rome and
China, migration at least between provinces, was relatively
easy. The situation is entircly different when there is no-
where to go or when taxation elsewhere is just as bad. In
these radically altered circumstances the barrier at 10%, is
removed and taxes will rise to a new maximum. Within
the rigid frontiers of modern nationalism, for example, the
taxpayer is indeed captive. His taxes will rise, thercfore,
until they reach a new point of refusal. At what level is this
point to be found?

This important question was discussed by that able Vic-
torian cconomist, J. R. McCulloch, who wrote as follows:

Oppression, it has been said, either raises men into heroes or
sinks them into slaves; and taxation, according to its magni-
tude and the mode in which it is imposed, either makes men
industrious, enterprising and wealthy, or indolent, dispirited
and impoverished.
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McCulloch here judges the limit of taxable capacity by
the reaction of the taxpayers, which might obviously vary
with other circumstances. It is clear, however, from his
subsequent remarks, that he was contemplating taxes
within a certain range. He thus expected to find great re-
sistance to a direct tax amounting to between 10 and 15%,
of the taxpayer’s income—such resistance indeed as to make
it a tax on honesty and a bounty on fraud.

... were it carried to any great height, or to 10, 15 or 20

per cent, it could gencrate the most barefaced prostitution of

principle, and do much to sap that nice sense of honour which

in the only sure foundation of national probity and virtue.

McCulloch’s conclusion on this subject was more than
borne out by experience. The reaction of the taxpayer who
cannot escape the tax by migration is to reduce it by some
other form of avoidance. We have scen that British tax-
payers of 1909 were thought thus to have reduced their
theoretical tax of 1s. to 73d. in the pound. Above 109, the
effort to avoid the tax is intensified, as the time and trouble
spent yields a better return than would the effort to have
made additional income, itsclf again subject to the tax. It
is clear that a direct tax of from 10 to 209, of the taxpayer’s
income tends to deflect initiative and ingenuity into a new
channel and one quite profitless to the community as a
whole. More than that, the brains devoted to tax avoid-
ance have to be matched by the brains devoted to tax col-
lection. And, despite all the official ingenuity displayed,
each tax increase yields a poorer result than the last. The
point might be reached, at least in theory, when no further
tax increase would improve the revenue. Before that point
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is reached, however, the situation would have been trans-
formed in another way.

What happens when direct taxation takes as much as
25% of the national income was first noticed by Lord
Keynes in about 1923. It was he who pointed out that
taxation, beyond a certain point, is the cause of inflation.
When there is a high tax on the profits of industry, em-
ployers can reduce the tax by distributing the profits among
their staff; a form of generosity which costs little. With
this lessened resistance to wage demands, the valuc of the
currency declines. One way in which profits can be dis-
tributed is through entertainment. Some American ob-
servers have already called attention to the inflationary
effect of the ‘expense account economy’. Many minor
executives prefer a gencrous expense account to a raisc in
salary which would be heavily taxed and more soberly
spent. It is they who support the so-called ‘expense account
restaurants’, places of exotic décor where patrons lunch in
a darkness which is all but complete. They cannot see to
read the prices on the menu but these, in the special circum-
stances, are irrelevant. For the company, it is a less expen-
sive form of remuneration. For the community it is yet
another, if minor, cause of inflation. As inflation progresses,
a policy of devaluation then finds general support, with the
result that the State’s creditors, the investors in govern-
ment stock, are cheated in what has become the normal
fashion. Writing off a proportion of the national debt, the
State becomes solvent again and the real value of the taxes
will begin to fall. The argument, as put forward by Colin
Clark in 1945, is that taxation exceeding 25% of the
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national income must defeat its own purpose. This argu-
ment attracted considerable notice at the time but was not
gencrally agreed among economists. While many experts
admitted that some sort of limit must exist, they considered
that this could vary according to national character and
other circumstances. The late Sir Stafford Cripps is known
to have believed that the British would bear almost limit-
less taxation, and this is clearly the assumption that under-
lies British financial policy. And those who share Cripps’
belief can point to the British record since 1939. The tax
collectors of Britain (central and local), who took 25:4%
of the national income in 1938 and 39:89% in 1947, were
actually taking a larger share (40:1%,) in 1950 and no eco-
nomic catastrophe had ensued. The whole subject was dis-
cussed at the 1953 Symposium of the Tax Institute, most
delegates to which more or less agreed that Britain is tax-
ing itself to death. Few, however, were prepared to say at
what point rising taxation should have been checked, and
fewer still would have agreed on a rule applicable to all
countries at all periods of history.

One thing apparent from all discussions on this subject
is that people will pay heavy taxes when fighting for their
existence. When the alternative appears to be national
destruction, taxes of up to 50%, of the national income may
well be paid without much complaint. The point of refusal
is reached only when the doubt arises as to whether exis-
tence is worth while. It is also apparent that the atmosphere
of crisis can be retained to some extent after the war is over.
Appeals to patriotism can still be made, with promises of a
better world to come. There is no particular reason for
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supposing that an orgy of mutual destruction should result
in a better world, but the promise is oftcn made and often
believed. In Britain at least, taxes amounting to 40%, of the
national income have been paid without protest for a num-
ber of years. The temptation among those responsible is to
assume that all is well and that comparable taxes can be
borne indefinitely. In fact, however, the results of oppres-
sive taxation are cumulative and slow. Historical examples
serve to illustrate a strangling process spread over many
years. To-day the tempo is quickened but not so much as
to be readily perceptible. It is the more important, there-
fore, to note the symptoms which mark the progress of the
disease. They represent the loss, successively, of influence,
freedom and stability.

Loss of influence follows from loss of strength. Among
some of the potential belligerents of 1909 the figures for
total taxation were as follows:

Population .
to nearest 1,000 Taxation
£
United Kingdom 45,469,000 151,955,000
France 39,252,000 111,686,082
Austria-Hungary $1,251,000 95,055,544
United States 88,926,000 109,384,916
Germany 63,879,000 88,055,333
Russia 160,095,000 72,853,500
Italy 34,270,000 50,577,962
Japan 53,273,000 32,831,510
Between thesc countries there were significant differ-

81



THBE LAW AND THE PROFITS

ences in development and wealth. The fact remains, how-
ever, that Britain was the country most heavily taxed in
the years before World War I, with France a bad second
and Austria-Hungary a good third. These were the coun-
tries whose influence declined sharply in the years which
followed the war. The two countries where taxation was
lowest were those whose influence increased the most. By
1938 the most heavily taxed countries were, in the follow-
ing order, Germany, Britain and France: again the coun-
tries whose influence was afterwards to decline. While
other factors must have their importance, a country like
the United States, which in 1938 combined wealth with a
low rate of taxation, was obviously more formidable than
a country which was heavily taxed before the war even
began. The contrast between high taxable capacity and low
taxes is a sign of latent strength and one not wasted on the
world at large. Nor will rival powers fail to notice the high
level of taxation maintained to-day in countries like Britain
and France. Neither country, they conclude, will ever fight
again except in defending its frontiers. A country so placed,
with no visible margin of strength, can have only a dwind-
ling influence in international affairs. That such a toothless
country will do anything to extend or even secure its wider
interests is believed by nobody. It can do little even tomain-
tain the peace. For most purposes it can be simply ignored.
The first effect, then, of a high rate of peacetime taxa-
tion is to reduce a country’s influence in world affairs, The
second effect is to be measured in the loss of individual
freedom. On this subject the words of Thomas Jefferson
cannot be quoted too often:
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I place economy among the first and most important virtues,
and public debt as the greatest of dangers to be feared. . . . To
preserve our independence, we must not let our rulers load
us with public debt. . . . We must make our choice between
economy and liberty or profusion and servitude.

... If we run into such debts, we must be taxed in our meat
and drink, in our necessiics and comforts, in our labor and
in our amusements. . . . If we can prevent the Government
from wasting the labor of the people, under the pretense of
caring for them, they will be happy.

These are prophetic words. Wasting the labour of the
people ‘under the pretense of caring for them’ is exactly
what our governments do. Freedom is founded upon
ownership of property. It involves self-expression in terms
of architecture and art. It cannot exist where the rulers own
everything, nor even when they concede some limited
right of tenure. But the modern belief is that spendable
income is a concession by the Statc. The taxation which
is intended to promote cquality, the taxation which ex-
cecds the real public need, and above all the tax which is so
graduated as to prevent the accumulation of private
capital, is inconsistent with freedom. Against a State which
owns everything, the individual has ncither the means of
defence nor anything to defend. For the normal human
being who is not a creative artist or scientist by profession
the means of sclf-expression consist largely of rooms to
modify and gardens to tend, trees to plant and offspring to
rear. Losing these opportunities for expression, the indi-
vidual loses individuality, freedom and hope.

The third cffect of a high rate of pcacetime taxation is
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the loss of stability. There are many human achievements,
including some of the finest, which need more than a
single lifetime for completion. The individual can compose
a symphony or paint a canvas, build up a business or re-
store order in a city. He cannot build a cathedral or grow
an avenue of oak trees. Still less can he gain the stature
essential to statesmanship in a highly developed and com-
plex society. There is a nced for continuity of cffort,
spread over several generations, and for just such a con-
tinuity as governments must lack. Given the party system
more especially, under the democratic form of rule, policy
is continually modified or reversed. A family can be
biologically stable in a way that a modern legislature is
not. It is to families, therefore, that we look for such
stability as society may need. But how can the family func-
tion if subject to crippling taxes during every lifetime and
partial confiscation with every death? How can one gencra-
tion provide the springboard for the next? Without such a
springboard, all must start alike, and none can excel; and
where none can excel nothing excellent will result. With-
out sustained effort, without stability, no cvilization can
for long survive.

From this analysis it may not seem casy to fix on a cer-
tain level of taxation as representing the maximum. So
far it would scem that there are successive points at which
evil results successively appear. With peacetime taxation
amounting to over 109, of the national income, capital will
begin to migrate. If its flight is prevented, whether by cir-
cumstances or by legislation, taxes can rise to 209, but
against a stiffening opposition which takes the form of tax
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avoidance and cvasion carricd to the utmost lengths of
determination and skill. Above 20%, cach tax increase will
produce proportionately less. Above 259, there is serious
inflation, reducing the valuc of thc revenue collected.
Above 30%, the decline in national influence, observable
long before to the expert, becomes obvious to the world at
large. At 35% there is a visible decline in freedom and
stability. At 36% there is disaster, completc and final,
although not always immediate. Taxation beyond that
point, feasible and perhaps necessary in time of war, is
lethal in time of peace. Of the taxation precipice, 36%, (for
most countrics) represents the brink.

In one respect the simile of the precipice is misleading,
for the fall of a nation is less dramatic than the fall of a
single vehicle or man. It can live for a time on borrowings
and capital. There will be a dwindling but still valuable
stock of integrity, enterprisc, cnergy and hope. Older
people will go on working from habit cven after the
younger folk have seen that it is pointless. People will go
on saving from habit cven after they have seen past savings
shrivel to nothing. People will retain a professional pride
for years after they have ceased to retain more than a
fraction of their professional fee. The machine gocs on for
a while even after the power has been switched off. For a
time the slowing down is not even perceptible. Then the
whine of the engine becomes a throb, the throb becomes
a slow pulsation and that becomes in turn a measured and
lesscning groan and hiss. The blurred flywheel becomes
visible, its spokes marking a slower rhythm, and so the
engine wheezes and grunts its way to a final grinding,
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clanging halt. It is the end of the journcy and, in this in-
stance, the end of the train.

From this necessarily simplified account of what may be
expected to happen there emerges as yet no single, clear
rule as to what the ideal rate of taxation ought to be. Nor
is the situation made simpler by the fact that some services
—education, health and life insurance—would have to be
provided by the individual if they were not provided by
the state. The extent of these services makes it difficult, even,
to compare the weight of taxation as between one country
and another. What is clear, however, is that the progres-
sive transference of responsibility from the individual to
the state cannot but weaken individuality itsclf. There is
clearly, somewhere, a line to be drawn. The traditional
10%, has the support of experience but there may be special
reasons for exceeding it. Where these reasons cxist, taxa-
tion should stop at the point where it absorbs 209, of the
national income provided that it is strictly proportionate
and that no income suffers direct taxation beyond the limit
of 25%. Countries which have recently exceeded the
bounds of safety are (in order of extravagance) the United
Kingdom, France, New Zealand, Japan and the United
States. Some of these may yet struggle back to a position
of financial stability. Time is short, however, and the effort
is long overdue. The problem is not initially how to re-
duce expenditure on social services or defence. The prob-
lem is how, first of all, to redirect into useful channels all
the effort and ingenuity now being spent, on the one hand,
in the collection, on the other hand, in the avoidance, of
tax.
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Chapter 7
THE AVOIDANCE OF TAX

Any scrutiny of British taxation must leave the
student with a sense of wonder that Britain should have
survived at all. That the country has retained or recovered
a measure of prosperity is certainly a matter for surprisc.
It must be remembered, however, that the effects of over-
taxation were not immediate in the historical examples
already cited. Empires or countries strangled by their own
revenue departments do not necessarily collapse at once.
The process may take time and is not at first perceptible.
Many an industrial or commercial business will drift on
for fifty years after its initial momentum has been lost.
States do the same, living on their past reputation and
spending their capital reserves. Time is needed to produce
a new generation, one which has been accustomed from
childhood to the sense of failure. More time is needed to
allow this new generation to gain high office. Even then
the memory will linger for a while of past enterprise that
was not merely legal but honourable, of past endcavours
which ended not with fiscal penalty but with public recog-
nition. Men will look to the future even after the future
has been mortgaged. To deprive them of hope takes time.

But long before that stage the combined effect of income
tax and death duty should have reduced society to a dull
level of financial mediocrity. Almost everyone in Britain
and the United States should be living in a small suburban
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house with a small suburban garden, drawing a small
suburban income and supporting a small surburban wife.
Of parts of Australia this could almost be said to be true,
and there are other countries in which this pattern of life
is increasingly familiar. But there are reasons for supposing
that, elsewhere, the theory still differs from the fact. Rolls
Royces and Bentleys still cffortlessly overtake the other
cars on the road. People still send their sons to Eton or
Exeter, Groton or Rugby. At the most cxtravagant resorts
the beaches are far from deserted; and the blue waters of
the Mediterrancan still reflect the sails of some quite ex-
pensive yachts. The days of financial privilege may be pass-
ing but they clearly have not passed.

Contemplation of this spectacle has produced in Eng-
land the people who have come to be described as angry
young men, persons whose anger may well outlast their
youth. They would seem to represent a class of people
whose school and university education, provided at state
expense, has prepared them only for frustration. On the
one hand, the Labour Party has no use for its own intel-
lectuals, least of all those for whose education some Co-
operative Socicty has actually paid. On the other, the
doors of privilege are still firmly closed against the pro-
ducts of Wigglesworth and Redbrick. Assured in youth
that the pecrage is being taxed out of existence and that
the Etonian has no place in democratic society, these Red-
brick graduates find that it is they themselves who have no
place. Their frustration assumes literary form and they
speak bitterly of the ‘tax dodgers’ whose continued pros-
perity is at once mysterious and unwelcome.
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Those who speak sardonically about ‘tax dodgers’ reveal
only their ignorance of the entire subject. Taxes cannot be
dodged. They can be cither avoided or evaded, depending
upon whether the method used is legal or otherwise. Both
methods are as old as taxation itself, as we have seen, and
tax consultants were engaged in their ‘laborious and in-
tricate work’ at least as carly as 1852. On the subject of
tax evasion a book could be written, but this is not it. Nor
is it likely that a volume on that topic would be as useful
as it might be voluminous. When we sec booklets on ‘How
to write a best selling novel' we conclude that their
authors, if they really know what they profess to teach,
should be writing novels, not booklets on authorship. In
the same way, an author really skilled in tax evasion would
find the practice more profitable than any public explana-
tion of the theory. So there are reasons for doubting
whether a useful book of tax evasion is ever likely to appear
on the bookstalls. It is even a question whether a book on
how to break the law might not itsclf be illegal.

There can be no suspicion of illegality about a book (still
less, a mere chapter) on tax avoidance, but its inherent
limitations must be understood. The man who has found
a loophole in the law, one through which he can drive
his gold-plated Cadillac, will certainly keep the secret
to himself. For an individual to use the method in question
may be unremarked or unopposed, but the spectacle of a
whole herd converging on the same gap in the fence
would invite remedial legislation, passed with a spced
observable in no other kind of parliamentary activity. In
such a chapter as this, then, the reader can expect no more
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than a discussion of principles, a show of historical erudi-
tion and some allusion to avoidance methods for which
there would scem to be no legislative remedy.

First of all, it must be understood that the basic method
of tax avoidance is to-day, as it has been from the begin-
ning, to leave the country. Wealthy and distinguished men
of British origin are thus to be found in Jersey, Tangier,
Kenya, Bermuda, Tahiti or the Seychelles. Places of refuge
for the taxpayer are territorics where the tax burden
is significantly less, where opportunitics exist for invest-
ment or carning, and which possess a suitable agrecement
with Britain for the avoidance of double-taxation. Terri-
tories fulfilling these basic conditions are rclatively few,
and of these few the majority, perhaps, have drawbacks of
their own such as carthquakes, communists, cockroaches,
colonial officials, centipedes, fevers, sociologists and snakes,
Even the most apparently idyllic island can become the
target for missionary activity or ballistic missiles.

For those whose busincss or interests, tastes or healeh
compel them to stay in Manchester, Wellington or Mop_
treal, the problem is not as simple. It would not be toq
much to say that the tax situation is apt to be complex,
uncertain, obscure and confused. Amidst the obscurities
there looms, however, onc fundamental principle, and thae
is the distinction between capital and income. In the de-
partment concerned with tax collection—but in no other
public department—this distinction is generally recognized.
It is recognized for this reason that income is subject to
tax and capital subject to dcath duties. It is thercfore the
object of the tax avoider to have no income (but merely
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capital) while he lives, no capital (but merely income)
when he dies. The tax collector’s point of view is exactly
the opposite. He sees nothing but income during the vic-
tim’s life and nothing but capital at his death. To reconcile
these diametrically opposite views within the strained and
tottering framework of the law is definitely a task for the
expert. The conflict is hedged about by technicalities, the
law turning out to be vague and the lawyers vaguer still.
Massed formidably on the one side is the artillery of the
statutes, thunderous in sound and fury but haphazard in
direction. In ambush on the other side are past verdicts
of the courts, almost inaudible but carefully aimed. To pass
even relatively unscathed through this combined barrage
and fusillade is difficult for anyone and impossible for
most.

One fact apparent at the outset is that capital is more
casily preserved than income. That is why the ranks of the
English aristocracy have become more exclusive, perhaps,
than ever before. To found a county family, complete with
estates and castle, pecerage and park, is now virtually
impracticable. To retain the inherited position may not be
easy, but it now means the maintenance of what no one
clse can ever have again. The sodal value of nobility is
therefore increasing, to the annoyance of the angry young
men, and even the great house is nowadays less of a burden
and more of an asset. The old families are unassailably
situated as compared with the new. In much the same way,
age generally is in a stronger position than youth. The
older directors and surgeons, authors and managers, drama-
tists and artists mostly enjoy the advantage of having made
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money before 1939; or even, in some instances, before
1909. They had made their capital before taxation became
ruinous. All the younger men are penalized, by contrast,
for being born too late in the century.

For people with capital to preserve, the problem is not
insoluble. Their first precaution must be to give everything
away to their heirs by deed of gift, contriving to live there-
after for a minimum period of five years. The chief objec-
tion to this policy derives from the difficulty of knowing
when the death is likely to occur. The impatient heir might
see this transaction taking place when his father rcaches
the age of fifty-five, while the father (with whom the
decision lies) might think it premature to take such a
drastic step before reaching his seventieth birthday. When
such a father dies at the age of scventy-four, as scems
inevitable, his son and heir is all too apt to burst a blood
vessel, thus incurring a second load of death duties before
the first has ever been assessed. Those who visit the stately
homes of England are often told that the Duke is bed-
ridden or that the Marquess’s bath-chair may be glimpsed
on the distant terrace. They are correct in concluding, as
they always do, that the Marquess died some time ago,
that the bath-chair contains a dummy figure and that the
nobleman’s body has been placed in the Frigidaire (family
model) until such time as the death can be safcly an-
nounced. While there may be little danger of the secret
being revealed, the inconveniences involved in this type of
estate-duty-avoidance are all too obvious. For one thing,
the refrigerator may be wanted for something else. It is for
this reason that many people prefer the alternative method
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of vesting the whole property in a privately-owned com-
pany, which will not dic.

For people with capital, there are also ways of appar-
ently foregoing income. They all work on the principle
that what might, at first glance, appear to be income is
really only an appreciation of capital. A method once
popular was to buy and scll shares in such a way as to
avoid receiving a dividend. As most shares rise in value
before the dividend falls due, being marked down again
after it has been paid, the tax avoider has had good reason
to sell them before the payment and buy them back after-
wards. This practice has been discouraged somewhat by a
tax levied on the transference of shares, as a result of which
it became necessary to do rather more than buy and sell
the same stock. With reasonably good advice, however, the
handling of investments is not really difficult. Many types
of property have been rising in value for years, city real
estate being a case in point. Great gains involve appreci-
able risks but a steady and inconspicuous capital apprecia-
tion is fairly casy to arrange.

While taxable uncarned income can thus be minimized
it is usually unwise to deny having any income at all.
Income there must be, but kept under rigid control by the
formation, or (even better) the acquisition of a limited
liability company. A company formed for purposes of
tax avoidance is usually agricultural in character and
associated with some singularly unproductive acreage of
land. Such profits as may arise from the other activitics of
the company are offsct by losses of the farm. Thesc losses
arisc in two ways. In the first place, it is over-staffed and
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over-equipped, the cook and the governess counting as
dairymaids, the estate-car and Land-Rover being classed
as agricultural implements and their petrol consumption
placed to the credit of some rarcly-operated tractor. In the
second place, the farm’s salcable production in poultry,
eggs, milk and fruit will prove a perpetual disappointment
to all concerned. In so far as there is any profit from the
company’s total activitics, it will be ncatly swallowed up
by directors’ fees, which will admittedly be subject to tax
but only as carned income and as distributed, moreover,
among several closely related members of the Board.

The company which has been acquired rather than
formed works on a different principle. In the taxation of
companies, the tax collector looks to an average result over
a number of years, allowing the profits of one year to be
set against the losses of the years that are past. It follows
that a company which has scen nothing but disaster and
which is worthless to its proprictors, may be quite valuable
to somcone else. Its past losses can be advertised as an
asset for sale, as something to offset future gains, and this
is often done. The danger arises when the guaranteed loss
turns out to include outstanding and undisclosed liabilities.
Whether business enterpriscs are actually started for this
purpose would be an interesting subject for inquiry. Tropi-
cally situated governments have sometimes offered a re-
ward for the destruction of venomous snakes, usually on
the basis of length, only to discover that the snakes were
being bred for purposes of claiming the reward. In much
the same way unsuccessful businesses, like antique furni-
ture and vintage cars, may have to be manufactured. If
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we hear, therefore, of companics promoted for the sale of
woollen underwear in equatorial Africa, or for the dis-
tribution of ice-cream in Lapland, we can fairly suspect
that some such scheme has been launched.

If we turn now to consider the position of those with-
out capital, we must remark that their plight is infinitcly
worse. To rise by legal means and enter the ranks of the
socially privileged (except by marriage) is impracticable
for all but a very few. To accumulate capital implies just
such an excess of income over expenditure as the tax
system seems designed to prevent. In many professions the
young man makes little, the higher carnings being the
reward for persistence in middle age. No allowance is
made for this long apprenticeship, the income being fully
taxed as soon as it becomes appreciable. When the mod-
erately successful barrister has paid for his children’s educa-
tion and provided for his own old age he will be fortunate
indeed to have much surplus. There is only one privileged
profession in this respect, and that is the Civil Service.
No other carcer offers such financial reward at so early an
age, with honours and pension and nothing to lose.

When all the difficulties have been sufficiently empha-
sized, the fact remains that the feat of achieving finan-
cial independence is still occasionally performed by legal
means. For the purpose of investigating how this is done
we must ignore, from the outset, the winners of sweep-
stakes and football pools. They may be and doubtless are
an important new class in the classless society, but it would
be unhelpful to urge the reader to join their ranks. To utter
the advice ‘Win the Irish Sweepstake’ is no more useful
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than to say ‘Be born the heir to the 16th Earl of Barsct-
shire and Blanding’. What is desirable is not always within
reach. Our study must be confined rather to what is im-
mediately feasible, and for this purpose we must return to
first principles. Our concern is now solcly with income,
and we have scen already that income cannot escape taxa-
tion. So the problem is how legally to become more pros-
perous without recciving income, thus building up such
a surplus as may be described, in the end, as capital. A
little reflection will show that the desired result can be
achieved in two ways, and most readily in fact by a com-
bination of both. First, the income must be received, for
the most part, in kind. Second, against the income in cash
there must be set an equivalent and legally deductible
loss.

In theory, and sometimes in practice, the most successful
exponent of income avoidance is the subsistence farmer.
What he makes is almost impossible to discover and what
he loses will prove to be his almost sole topic of conversa-
tion. But what is possible for the true son of the soil is by
no means as easy for anyone clse. For the retired Brigadier
or Group Captain, the likclihood is that his losses will be
real and his income not theoretically but actually negative.
The better policy is to engage not in agriculture but in
business. The business man can so arrange matters that his
travel expenses, his entertainment of friends, his car and
his flat, his wife and his daughter, are all provided for at
the firm’s expense. For tax purposcs the only vehicle is a
van, the flat an office, the wifc a sccretary and the daughter
a copy-typist, all travels are for promoting trade and all
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restaurant bills incurred while regaling clients. This largesse
is as useful to the company as to the man it employs, for it
all goes to reduce the tax payable on its profits.

With the tax avoider’s income thus reduced to an in-
significant figure, his next step is to extinguish that small
total by an assumed burden of insurance premiums, annui-
ties, mortgages and trusts. With but average ingenuity an
income can be made to vanish like the Cheshire Cat, leav-
ing nothing behind but a sclf-satisfied grin, not strictly
speaking liable to assessment. And a concealed income can
gradually turn into capital. Remember, however, that the
tax avoider must go sobcrly about his business, keeping his
real expenses to the minimum. Observe too that his suc-
cess in gaining prosperity will be due as much to his
economy as to his skill in tax avoidance. To acquire
capital, the basic method (apart from marrying money or
gambling) is to limit expenditure while expanding income.
To this policy a masterly avoidance of tax is essential but
auxiliary. It is not in itself the key to success.

One other word of warning must be uttered. The above-
mentioned methods of tax avoidance are legal in theory
but may well be challenged in practice. That the car is
vital to the business may be more or less true, but the
extent to which it is privately used could be matter for
argument. There might be dispute again about the secre-
tary’s travel expenses or the rent of the flat. Once your
claim became the subject of litigation, the result would
be a matter of chance. That being so, the safe rule is
always to have as much money available as if the most
pessimistic forecasts were sure to prove uniformly correct.
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For there can be nothing more fatal than to be in the tax
collector’s debt. By professing inability to pay at the time
of demand, you make it virtually impossible to pay at all.
When you produce the money, there is incvitably the
question as to how you acquired it. If carncd—and you
can hardly claim that it was stolen—the sum paid is itsclf
liable to tax. That new demand can be satisfied only by
another payment, which is itself taxable; and so on in-
definitely. It is by this chain of cvents that many a tax
avoider is brought to ruin. We hear thus of one film actor
who dare not set foot in the United States, of a novelist
permanently exiled from Britain, of other pcople who
slink around in dark spectacles and false beards, and of
others again whose beards arc genuine. Some distinguished
people can escape from the toils only by bankruptcy or
suicide. These clearly provide us with examples of a sort of
policy we should do well to reject. The avoidance of tax
demands, it is clear, a business acumen of the highest
order.

While it is proper to emphasize that taxation can be
avoided by the astute and worldly, we must also remem-
ber that many heirs to property are neither worldly,
nor astute. They include widows and orphans, Brigadiers
and Wing Commanders, horse-lovers, dog-breeders, poets
and dons. People of this sort will often lack the business
sense which alone could save them. Nor is this any matter
for wonder. To survive in the jungle of tax-ridden finance,
the classical scholar or horticulturalist would have to be-
come a business man, cxchanging the lexicon or seed
catalogue for the share list and prices current. Such a
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transformation is more feasible than might be supposed
but brings with it a heavier penalty than many fecl able to
bear. The man who can save his rose garden only by
devoting his energics to finance may fairly object that the
rosc garden, when saved, will no longer be his. In theory,
the estate of an absent-mindcd philologist can be handled
for him by a man of affairs. In practice, absence of mind
will soon lead to absence of income. For business men it
is relatively casy to buy from each other at a discount,
enjoying an invisible income which is free of tax. But the
scholar who attempts to do the same, and who succeeds,
will no longer be a scholar. By saving his property he will
have lost all reason for his existence. Many prefer to live
their own chosen lives for as long as they can, sacrificing
their financial independence rather than discarding, much
sooner, their personal freedom.

Taxes that cannot be avoided can sometimes be cvaded.
While this book is in no sense a guide to tax evasion or
cven a commentary on the methods of tax evasion now in
use, the reader can rest assured that taxes are evaded and
that on a considerable scale. People who would describe
themselves as law-abiding citizens, people who would un-
hesitatingly assist the police during a riot, people who have
served their country in war and peace, will readily falsify
a tax return if they feel that this can be done with safety.
They feel that the taxes are fixed on a penal scale by the
votes of thosc whose own contribution will be small. They
conclude that evasion is not only profitable but justified.
It is this belicf that transfers them, by gradual stages, from
the ranks of the law-abiding to the ranks of the rebellious.
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Once a man has become accustomed to cvading taxation,
once he has come to regard the policeman as a possible
danger and not as an ally, he will begin to show less
respect for any kind of law. In the days of prohibition the
smuggler of liquor ended as a murderer. From breaking
a law which everyone could see to be senscless he went
on to break every other law there was. On a smaller
scale, the tax laws are having something like the same
effect.

That some otherwise law-abiding people would evade
taxes in any case is undoubtedly true, but their number
would be small if their margin of profit were less. With a
tax of about 10%, of income, the cost of cvasion (or cven
of avoidance) becomes for most people more than the
amount of the tax. Even with tax at 209, the skill now
devoted to evading the tax might be more profitably
directed towards increasing the income. And, given any-
thing like an even choice, the average citizen would rather
give his money to the State than to a group of lawyers,
accountants, advisers and experts. It is less trouble, for one
thing, and he may feel generally sympathetic towards
many of the objects in view. It is the widening of the gap
between the cost of evasion and the far higher cost of the
tax that tends, eventually, to make criminals out of honest
men. In many parts of Britain people overestimate the
strength of the law. They feel that the forces of civilization
are absolutely in the ascendant and have little to fear from
subversion or crime. Those who have lived in, say, Liver-
pool, have no such illusions. They realize that civilization
is precarious and widely in abeyance after sunset. They

100



THE AVOIDANCE OF TAX

know, as others cannot, that, with the battle so evenly
matched, we cannot afford to drive even wavering ad-
herents into the enemy’s camp.

While the whole question of tax avoidance and evasion
must hinge on the ratio between the cost of avoidance (or
evasion) and the amount of the tax, there is one other
factor of which little notice has been taken. The taxpayer’s
rcluctance to pay has been strengthened in recent years by
his growing conviction that the money he pays will be
largely wasted. This was not true to the same extent in
former ages. The earliest rulers of civilized states might be
guilty, at times, of personal extravagance, but this is not to
be confused with waste in the modern sense. It could not
be said of palaces, pleasure grounds, costly robes, dancing
girls, concubines, claborate food and rare wine, that they
were exactly wasted. They might be consumed, they might
be discarded; but what else, after all, is anyone to do with
them? Insufficient use of the facilities available would cer-
tainly have been wasteful. But it is not, in the main, a
story of such neglect that history has to tell; nor, incident-
ally, would the taxpayer of the ancient world have been
particularly pleased by a display of cconomy at court. He
could share in fabulous pleasures to the extent of hearing
them described, and for any but the most meanly envious
there is a satisfaction in vicarious luxury which is not to be
derived from a tale of thrift. Kings could economize, to be
sure, over the dancing girls’ attire, and often seem to have
done so; but parsimonious rulers were never loved and
even those mercly luxurious were felt to be serving a pur-
pose of some kind.
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In modern times there has been relatively little extrava-
gance of this picturesque sort; so little, indced, that Adam
Smith, for one, scarcely mentions its possible effect. In
laying down principles of taxation, he emphasized equality
of incidence, certainty in method, convenience of form and
economy in collection. He saw less reason to insist that the
sums collected should not be too obviously thrown away,
But that nowadays is becoming a principal point at issue.
In place of the expenses which used to arise from what a
few would regard as extravagance we now have far heavier
expenses arising from what everyone can sce to be futile,
The wastefulness of government is thus becoming a major
factor in the situation. It is one thing to pay taxes for
objects which all must agree to be necessary. It is quite
another to pay for what is needless, harmful or absurd.
The subject of tax avoidance thus leads inevitably to the
subject of waste.
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Chapter 8
WASTEFUL WAR

Waste, like taxation itsclf, has its origin in war.
Men whose expectation of lifc is short have their own out-
look where expenditure is concerned. The sailor who fires
a torpedo, the gunner who demolishes the building which
masks his field of fire, the airman who bales out from his
four-cngined bomber cannot worry too much about the
cost. Economy ceases to be relevant for those who may
never foot the bill. Destruction may be wasteful but
destruction is war. So it is natural to burn the piano as fire-
wood, so that those may be warm to-night who may never
live to sec the day. This cheerful disregard of property and
expense begins on the battlefield itsclf but spreads back
along the supply lines, reaches railhead, crosscs the sea,
and so comes at last to Whitchall. There it mingles with
extravagance of quite another kind; that extravagance in
staffing to which the present author drew attention in a
previous book.

It would be quite wrong, of course, to imaginc that staff
accumulation is a new problem. There exists in the British
Muscum a plaintive letter written on papyrus in A.D. 288,
signed by Servacus Africanus, addressed to the district
governors of Middle Egypt and reading as follows:

It is apparent from the accounts alone that a number of

persons wishing to batten on the estates of the Treasury have

invented titles for themselves such as controllers, secretaries or
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superintendents, whereby they procure no advantage to the

Treasury but swallow up the profits. (Papyrus 752.)

That is the problem in a nutshell and the noble Roman’s
description is one we nced not seck to better. Among the
warriors of Whitchall there is something of the wasteful-
ness of war and much of the over-staffing which seems
endemic to their vicinity. All this has been known else-
where and before. What is more peculiar to Britain and the
United States is the way in which vast peacetime expendi-
ture on the armed forces can leave a country totally unpre-
pared for war. This is the more remarkable in Britain,
where the population is morc warlike in character than
forcign rulers tend to belicve. Britain presents, in fact, an
extraordinary contrast between governmental ineptitude
and habitual success.

To begin with, the British are probably better at fighting
than at anything else, displaying on many (though not on
all) occasions of peril a uscful combination of resolution,
tenacity, enterprisc and resource. These virtues are associ-
ated, morcover, with that capacity for idlencss which
warriors so frequently reveal. It is the more remarkable,
therefore, that British preparations for war should be as
incffective as they have often proved to be. The govern-
mental tendency in these matters is to prepare, as we know,
for the last war but one. Thus, the years immediately pre-
ceding World War II were devoted by the British Army
to a training which would undoubtedly have won us the
Boer War had that conflict been in the future rather than
in the past. Troops were cunningly clad in a uniform which
blended imperceptibly with the veldt or indeed with the
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Khyber Pass, their presence being betrayed only by the
brilliant polish on their leatherwork and brass. On training
exercises the officers were mounted and the vechicles
largely horse-drawn. When the enemy was encountered,
his fire realistically indicated by waving flags, the accepted
practice was for the commanding officer to canter on his
white charger to the summit of some convenient hill, fol-
lowed by his adjutant and intelligence officer. Lowering his
binoculars, he would say, ‘Theah’s the ecnemy!” He would
presently be joined on the skyline by his company com-
manders, also on horseback and waving their maps. The
commanding officer would then issuc his orders for battle:
‘You, Carruthers, will attack up theah, and you, Wil-
loughby, will be in reserve heah,” and his officers would
canter away to their respective tasks. There were those
who expressed occasional doubts as to whether horses
would really figure as prominently as this in the next war,
since they had actually played little part in the last, but
this heresy was very properly frowned upon.

Defenders of this traditional pattern of manceuvre ex-
plain that to train or equip oneself for the next war is not
really feasible. The British plan, they insist, is to wait for
the war to begin, inspect the conflict in progress and then
begin to decide upon the sort of equipment that might be
uscful. It is argued in defence of this technique, which
admittedly involves heavy casualties at the outset, that the
enemy, being the aggressor, knows when the war will
begin and can arm himself accordingly. To be continually
ready for any possible war would be prohibitively expen-
sive, so we might just as well defer the whole question of
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weapons until we know whom we are to fight and where.
Is it to be tropical kit or skis? Best to cconomize by having
ncither. Concentrate, in the meanwhile, on esprit de corps,
on morale and on playing the game. These moral qualitics,
it is argued, are both useful and cheap. We arc sure to win
in any case because, as our school textbooks made clear, we
always do.

There would be something in this argument for peace-
time economy if only it were based on fact. The sad reality
is that British war expenditure in times of peace has been
considerable and that opponents better equipped for war
have spent far less on their weapons than we have chosen
to suppose. This is especially true of Germany prior to
World War II. It has now been shown that any picture we
may have of a German industry geared to war in 1939 is
entirely false. More than that, we know that the Germany
of 1943 was still not particularly geared to war. When
Hamburg was largely flattened or burnt by the Royal Air
Force the effect was to improve German war production.
Many craftsmen, whose previous efforts had been in manu-
facturing (say) ornamental carthcnware beer-mugs, were
forced to enter munition factorics when their place of
normal work was destroyed. The real contrast is not be-
tween two levels of peacetime expenditure of future war
but between the opposite ways in which the money was
spent. The Germans spent their money on tanks and guns,
largely purchased from privately owned armament firms.
The British spent a comparable sum upon a vast official-
dom and a huge technocracy. Of the civilian adminis-
trative burden carried by the armed services much could
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be said and somcthing has been written. It is enough to
remark for the moment, however, that there is also a
uniformed bureaucracy and one equally incapable of de-
ployment against the encmy. The cost of all this paper-
work absorbed the money which might have been spent
on artillery and anti-tank weapons. Much of the moncey
voted added nothing to our strength.

This last point merits some detailed attention. We were
all told in youth that the Germans began World War I
after years of carcful preparation, catching the British
typically unready, no thought of war having so much as
entered their minds. This picture is not cntirely accurate.
The sad fact is that the British had spent more money on
their forces than had the Germans but with remarkably

little result. The expenditure figures for 1911, for cxample,
read as follows: ’

Army \ Navy \ Total

£27,760,300 | £40,603,700 \ £68,364,000

Bridsh

|
German | [£39,930,100 £22,431,000 l, £62,361,100
|

.The result of this different emphasis in allocation was to
give Britain a narrow margin of supcriority at sea and a
quite startling inferiority on land. On the basis of cost the
British Army might have been outnumbered, and inevit-
ably, in the ratio of about 10 to 7. Its actual inferiority was
out of all proportion. British strength in 1911 was reckoned
at 254,000 regular soldiers together with what W. R.
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Lawson calls ‘a wavering fringe of Territorials’. The peace
strength of the German Army, which had cost less than the
British in 1903, came to 622,000 men. When war began in
1914 the Germans put 98 Divisions into the field (11
Cavalry and 87 Infantry). The British could muster 7
Divisions (1 Cavalry and 6 Infantry) with 14 Territorial
Divisions still below establishment and still but partly
trained. Allowing that the German Landwehr troops were
no better, and allowing that British troops in garrisons
overscas might cqual another 6 Divisions (1 Cavalry,
s Infantry), that still leaves the German Army with a
superiority of 98 to 27 in formations and 4,400,000 to
417,000 in men. It admittedly cost more money, but not
in that proportion. And the Germans were opposing their
machine guns to British rifles. The British admittedly knew
more about warfare than cither their opponents or allies
(having been at war more recently), but in every other
respect they were outclassed. They had voted the money
but that was ncarly all they had done. Funds had been
frittered away on correspondence and printing, upon clerks
and ink. The British system of accounting was in itself
worthan Army Corps to the other side; as indeed it still is.

World War I having taught the British nothing, they
entered World War II with the same disparity of forces
and with the same sort of comparison in expense. As the
German government published no military statistics after
Hitler took office, an estimate of its cxpenditure can be.no
more than guesswork. Such guesses as have been made,
however, would allow Germany a military expenditure of
41,333 millions in 1938, compared with the known
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British expenditure of (391 millions. With this not in-
considerable sum the Britishwere unable to equal their 1914
record. Instead of 7 Divisions in the ficld, they could now
provide only 4, with another 5 devoted to anti-aircraft
defence and 13 Territorial Divisions, which were later offi-
cially made to number 26. On the most optimistic reckoning
this would imply a total of 22 Divisions, mostly ill-trained
and all ill-equipped, but morc or less present and numbered
off. By a comparison in relative cxpense the Germans,
spending over three times as much, should have put, say, 75
Divisions in the ficld. Instead they were able to mobilize 105
Divisions, 6 of them armoured and 4 of them motorized.

There is no reason to suppose that the post-war ratio
between expense and result is any better and there are
reasons for supposing that it is probably worse. Nor is the
wastage confined to the Army, nor for that matter to
Britain. The Royal Navy employs a body of people of
whom 60%, (1958) turn out to be civilians. These civilians
number vastly more than they did before World War 11,
when a far larger fleet was maintained, and their total
number is not even shown in the Navy Estimates. In main-
taining this total, trade union rules play an important
part. Only a shipwright can paint a flagpole! At the Admir-
alty itself there are 6,000 more civilians employed than in
1933. Altogether, of 300,000 people on the payroll, only
15% are in sea-going ships, so that there are five ashore
for every man afloat. As a matter of comparison the army
of the United States employs no fewer than 1,180,000
civilians, a total which would be formidable indeed if wars
were to be won by sheer weight of correspondence.
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So far this chapter has been mainly devoted to British
waste connected with war, not because the British are
peculiarly wasteful but because the United States figures
for waste soar beyond comprehension. Of every $100 col-
lected in Federal income tax it has been calculated, by
Senator Bridges, that $59.50 goes in Defence, $10.50
towards interest on Federal Debt (mainly the result of
war) and $6.60 for veterans. And these Defence costs have
done much to increase Federal expenditure which, taking
20%, of the gross national product ($85,000 millions) in
1938, took 26%, of the gross national product ($440,000
millions) in 1957. It was also World War II which lcft the
Federal government operating 700 large and 19,000 smaller
businesses, losing between them almost $1,000 millions
a month. With one citizen out of five on the government
pay-roll, we must expect extravagance; but hardly the
extravagance which we actually find where Defence is
concerncd.

One is familiar with the process by which blue-prints are
prepared for a scheme which has finally to be scrapped.
‘No good’ is the final verdict. We must try something else.
This sort of thing is inevitable in times like the present.
What is startling, however, is the amount spent before the
‘No good’ verdict is expressed. In 1958 the Pentagon is
supposed to have written off $7,500 millions in surplus
equipment. The Navy expenses include $68 millions for
aircraft engines—not wanted; $78 millions for the Regulus
A.A. Missile—abandoned; and $200 millions for an ex-
periment with scaplances—which failed. Not to be out-
done, the Air Force puts in items like these: $60 millions
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in spare parts for the F.100 Fightcr—unwanted; $70 mil-
lions for the Goose Missile—given up; $374 millions for
the air-to-air Rascal—abandoned; and $7s0 millions for
the Navaho guided Missile—scrapped. Would it not have
paid to do the thinking first and spend the money after-
wards? But that is not the government way. If the dollars
are there (and they are)—spend them! When we turn
from these statistics to find that the Joint Chiefs of Staff
need 400 more staff with 31 instead of 13 Under and Assis-
tant Sccretaries; 70,000 square feet of additional floor
space, and alterations, with furniture, costing $350,000,
we feel that these expenses are negligible; as, by com-
parison, they are. Stunned by the tale of thousands of
millions wasted, how should the taxpayers worry about
the cost of legal subsections in Defence (and other) Depart-
ments which do nothing but apply to the Patent Office for
patents which the U.S. Government issues to itself for no
discoverable purpose? Who are they to complain that an
Air Force bill for $13.94, payable by a former employee,
should have attached to it a 28-page invoice with the
signatures of 2 lieutenant-colonels, 3 majors, 1 captain, a
first-lieutenant and 13 civilian dcpartment heads? Who are
they to complain, and what purpose would be served by
their complaint? They are merely the folk who must pay
the bill.

The wastefulness of officialdom is generally known, but
the size of the technocracy has tended to escape notice. It
has also been assumed that technical experts serve a pur-
pose even if administrators do not. A more carcful scrutiny
of the facts would reveal the truth that an army of techno-
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crats in Britain has served mainly as an obstacle to progress.
The inventions and ideas have come from regimental
officers or from engineers employed in industry. All that
the technocrats have done is to find reasons why some
newly invented weapon shall be rejected as useless. From
the harcbrained character of some weapons they did choose
to accept we might infer that the term ‘lunatic’ would fitly
apply to all they turned down. This conclusion would,
unfortunately, be false. When von Rundstedt’s tanks went
through the Polish armies in 1939 the designer of the
PILA.T. (invented in 1937) was sitting, metaphorically,
on the doorstep of the War Office, vainly trying to interest
officialdom in the weapon that could have stopped the
German blitzkrieg at the outset. Nor was this an isolated
instance of official obduracy, for the best weaponsof the past
seem to have come from anywhere but the royal arsenals.

The culverins used against the Spanish Armada were
the handiwork of Sussex gunfounders. Marlborough’s in-
fantry carried small arms made by Brooke’s of Birming-
ham. Wellington’s riflemen were equipped with Ezekiel
Baker’s rifle, his artillery supplied with the case shot
invented by Licutenant Shrapnel. With the reign of Vic-
toria, however, the official ramparts were raised higher
and the inventor’s lifc became one of frustration. Men like
Metford, Mills, Stokes, Pomeroy, Lewis, Le Mesurier,
Burney and Blacker struggled mostly in vain. The result
has been well described by the last of these, who says that
our present tanks are those we should have had in 1937,
our field artillery of 1939 was just what we had nceded in
1914, our field-gun of 1914 would have been just a trifle
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better than the enemy’s Nordenfeldts at Colenso in 1899,
while our 15-pounders used in South Africa might just
possibly have outmatched the Afghan ficld artillery at
Maiwand in 1878.1 The strangest aspect of this saga is the
way in which British armies have found themselves inferior
in weapons not merely to such technically proficient people
as the French or the Germans but to folk who had impro-
vised their weapons on the eve of battle. We thus suffered
more casualties than we should from the Lancaster rifles of
Yankee insurgents, from the home-made rifles of Afghan
tribesmen, from the Fuzzy-Wuzzy small arms, and even
from the sub-machine guns of the LR.A. Whatcver its
record in football, Woolwich Arsenal has only a moderate
record in war,

Our official military technocracy, we should be better
without. The best cquipment has been conccived, designed
and produced by private firms rather than public arsenals.
Af for the official scientists, they would do better work
with B:S.A. or Vickers-Armstrong. The latter firm had by
192§ given Britain the best tanks in the world. At a later
period, and one of real criscs, the position was saved not
by our own technocrats but by Chrysler Motors Inc. of
Detroit, as also by the Browning family of Utah. Now, in
1959, th.e British infantryman is being issued with an
automatic rifle, not from Woolwich but from Belgium,
and this takes place twenty years after the Americans
adopted the Garand and forty years after the Mexican
infantry were issued with the Mondragon, madc in Swit-

! See article by Lt.-Colonel L. V.. S. Blacker in the A
October, 1957. acker in the Army Quarterly,
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zerland. From the beginning, the best small arms have been
made for the sportsman and the military technocrat has
limped painfully behind.

It would be serious enough if the result of our system
was merely to be measured by the obsolescence of our
weapons. But there is also the appalling waste involved in
the complexities of design and the multiplication of parts.
A very few years ago it was remarked that Plugs, F.H., for
shells and bombs, used litcrally by the million, were made
according to over two hundred different specifications and
sizes and in material varying from cast-iron to plastic,
whereas they might have been standardized for each
diameter required. Quite recently all the central heating
pipes at one base (R.A.F.) werc replaced, not because they
were worn out (and in fact they were not) but because
they were twenty ycars old and this was their official ‘life’.
Nor is the situation bettered by the use of an antiquated
system of cost accounting, to which the army reverted
after a far better system had been actually in operation.

Real cconomy has been very properly defined by the
late Elbert Hubbard as the exact opposite of mere saving
and stinting and doing without. ‘It means the prevention
of waste, the conservation of all the valuable energies and
materials and the abolition of muddle.” This is true, but
we have to observe that we nowadays add to the old waste
through complexity and muddle a new kind of waste
which has been steadily growing since about 1924. It is
typified by the story told of a certain Minister for War,
a story which might be believed of almost anybody who
has held that office. Asking a certain N.C.O. whether his
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men had all they needed, the Minister was told that they
were short of magazines. Shocked at this tale of hardship,
the Minister began to discuss the supply of periodicals,
little realizing that the sergeant was referring to the
magazines used with a light automatic. The tendency here
exemplified is the provision of luxuries instead of weapons.
The sergeant in question may later have been killed in
action for lack of an anti-tank weapon. He may have lived
that day to wrestle, later still, with Smith guns and Hispano
cannon. But in neither case would he have been much
consoled by issues of Country Life and The Sphere.

So far from being reversed, this habit is now intensified.
The warship of to-day is insulated with glass-fibre, decked
with shock-cushioned plastic and decorated in pastel shades
chosen by a psychologist as restful to the eye. Ablutions
are tiled with porcclain, and bunks arc panclled in fumed
oak. From the newspaper description the reader is left in
doubt as to whether guns are mounted or not. That they
are is merely to be inferred from a sailor’s comment that
the ratings will be able to sleep through a battle. But for
this one reference the casual reader of the daily press might
be forgiven for supposing that the purpose of H.M.S.
Tiger is purely recreational. Whether the ordinary seaman
attracted to the Service by promises of security and comfort
is exactly the man we want is for the expert to decide.
But we shall beill-served by the Admiralty if the cost of in-
terior decoration is met by cconomizing in practice ammu-
nition or merely by having fewer ships in commission. An
interior-sprung mattress is of only limited use to the sailor
whose squadronisoutnumbered, outgunnedandoutfought.
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What is disheartening about the history of naval and
military administration is that real attempts to cconomize
usually end in additional expense. It is true that there was
a significant reduction in the estimates between 1860 and
1871, but Lord Randolph Churchill’s great cffort in 1887
followed a pattern which has since become the norm. He
called attention to the appalling waste of money in the
armed services, showing how little of it was spent to any
purpose. He pointed out that the fortresses were untenable,
the artillery obsolete, the rifles defective, the bayonets
fragile, the warships ill-designed and the naval guns liable
to burst even when fired with a reduced charge. The
Admiralty, he proved, exported Australian tinned meat to
Australia, rum to Jamaica and rice to India. One branch
of the War Office cost £5,000 a year and had as its func-
tion the supervising of an annual expenditure which
amounted to £250. The cstimates, he was able to show,
were framed in such a manner as to leave Parliament with-
out the smallest ideca of what the services cost; and the
expense had in fact increased by millions. But what began
as a demand for reduction in expenditure was transformed
inevitably into a demand for greater cfficiency. According
to Sir Winston Churchill, this always happens.

The Government and their official advisers at the proper

moment now shift their ground with an adroitness of past

experience. They admit the damaging facts which can no
longer be denied. The politicians explain that they arise from
the neglect or incapacity of their predccessors. They recognize
the public demand for more perfect instruments of war. They
declare that they will not flinch from their plain dury (whatever
others may have done); they will repair the deficiencies which
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clearly exist; they will correct the abuses which have been ex-
posed; and in due course they will send in the bill to the Chan-
cellor of the Exchequer. . . .2

Attempts to introduce a measure of economy through
Parliament have thus usually been doomed to failure. It
would be untrue, however, to say that no effort to save
money on the services is ever made by Parliament itself.
Such an effort is made, in fact, repcatedly. It takes one of
three forms. There is the attempt to save on fortifications,
the attempt to save on uniform and the attempt to save on
military bands. For the sclection of these three types of
economizing there are profound psychological reasons.
The British have rarcly been enthusiastic about fortifica-
tions since 1715, justification for their attitude deriving
from their sad experience of such work. Either the fortifica-
tions have become obsolete before they could be attacked,
and often indeed before completion, or else they are
tamely surrendered as the sequel to fighting that has taken
place elsewhere. As for uniform and military music, there
is a section of British opinion that regards war as wicked
and military ceremonial as more wicked still. To do
away with the drums and colours would give more satis-
faction to some than to do away with war itsclf. So the
proposal to economize on all that is colourful and stirring
will always awaken a glad response among those for whom
the theatrical and the immoral arc but different aspects of
the same crime,

Overseas, recent economy on fortification has taken the

* Lord Randolph Churchill. R.. Hon. Winston Churchill. London,
1907, pp- 680-81.
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extraordinary form of attempting to retain strategically
the places to which we have given (or upon which we have
forced) their political indcpendence. A first discouraging
experience of this policy in the Suez Canal Zone has not
prevented us doing ecxactly the same thing in Cyprus,
Singapore and (after some hesitation) in Malta. To bestow
democratic freedom on a colony is a gesture which com-
bines economy with virtue. It has the merit of being,
sometimes, both popular and cheap; far cheaper, for ex-
ample, than bestowing higher education or technical aid.
Its sequecl is apt to be an abrupt rise in local taxation. But,
while the garrison is substantially reduced, the theory
lingers that the place is being held. The fallacy here is to
suppose that it can be held after the water supply and the
civilian labour have come under the control of what is
now virtually a forcign country. And even werc it other-
wise, the troops still present, the apparently indispensable
minimum, consist only of staff officers, orderlies, batmen,
clerks, storemen, psychologists, technicians, canteen staff
and occupational therapists. The theory is that the in-
fantry can be flown back in case of need. While it is
undoubtedly possible (if cxpensive) to fly troops out to
Malaya or Cyprus, it is a fallacy to suppose that the same
troops can then be flown to Gibraltar or Hong Kong.
They are not available because they do not return for years
and may not return at all.

Fortifications in Britain also afford scope for economy
but of a different kind. They mostly date from 1845-60,
many being designed to save England from Napoleon III.
Some of these forts, built for coastal defence, have by now
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a certain nostalgic charm. They are slightly reminiscent
of the cardboard citadels still to be obtained in toy shops.
Some, though not all, of these centenarian structures had
some slight relevance to the defence of Britain in 1940-41.
With some misgivings, they were even occupicd. They are
still represented by blank spaces in the maps printed by a
security-minded ordance survey. It is now generally agreed,
however, that their operational life is at an end. Battle-
ments and drawbridges are thought to play no significant
part in the warfare of the atomic age. So the moment would
seem to have come for a quick salc at the best price that
anyone will offer. The millions spent are gone for good.
All that remains is the site value and an end to the cost
of maintenance. But the land section of the War Depart-
ment shows a great reluctance to part, finally, with any-
thing; whether it be a beauty spot turned into a tank
range or a citadel used for nothing at all. Its practice is to
compromise, offering the site of a 99-ycar lease, which is
worth little, or a2 21-year lease, which is worth nothing.
There are forts of great potential charm which are now
being used as hen-houses. Why? Docs the War Department
Sec a reversion to Victorian warfare a century hence? Even
if it did, the fact remains that the forts might be speedily
requisitioned again in an emergency. No, the War Depart-
ment does not want the land nor docs it foresee that it ever
will. What it wants is the file, still open, for each property.
For were the files closed, the question could be raised as to
whether there might not be some economy in staff. When
a freehold sale is actually made, the official preference is for
a sale to another department or to a local government. In
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a recent instance of such a transaction the sum obtained was
about a quarter of what had been offered by a private
bidder. That the taxpayers’ interests were involved was
never, it would seem, the subject of 2 moment’s considera-
tion. Of financial responsibility there is seldom a trace. In
its stead, we observe, more often, an inability to decide
whether a place is wanted or not. Overseas, the compro-
mise is to retain the base but withdraw the garrison. At
home the compromise is usually to relinquish the fort but
keep the file.

The attempt to save money on army clothing has for
long taken the form of insisting that the uniform judged
suitable for battle should also be worn on parade. This
idca dates from the aftcrmath of World War I. While it
certainly represents an attempt at economy, its result was
a uniform not really suitable for anything; and realism in
training was hampered by the soldier’s knowledge that the
uniform in which he was to crawl through a hedge to-day
was to be speckless on church parade to-morrow. Behind
this insistence on khaki was more, in fact, of puritanism
than economy. Once it became apparent that the uniform
for parade is not, and should never be, the uniform for
battle, the question fairly arose as to why it should be drab
in colour. Why not blue or green, or for that matter,
scarlet? But the idea that the uniform should appeal to
romantic youth was cven less acceptable than was the cost
of supplying the extra cloth. So khaki it had to remain.
Nor are we done with this nonsense even now, for there is
a jungle-green uniform worn in the tropical street quite
distinct from the jungle-green uniform worn in the tropical

121



THE LAW AND THE PROFITS

jungle. It was the same urge towards petty cconomies 1n
the wrong direction that abolished the officer’s cross-strap
early in World War I (to save leather); this urgent reform
being promptly followed by a decree that the officer’s
pistol should always be worn, a feat which without the
cross-strap was all but impracticable. Attempts to econo-
mize in uniform scem to be uniformly unfortunate.

The same is true of the regimental band. Whenever
there is talk of the need to cconomize, the abolition of the
band is immediately urged. Few flourishing and obviously
essential institutions have been abolished more repeatedly,
and with as little interruption of their work. Here again,
puritanism is at work. All that is colourful and stirring is
the first target for economy, presumably because it ought
to be among the last. And yet, what is the truth of the
matter? If anything will attract the eagerness of youth, if
anything will induce the likely youngster to enlist as a
soldier it will be the sound of the bagpipes or the squeal
of the fife. The colours and the trumpets are the heart
of the matter, without which there is little left. But this
is so manifestly true that the decrees of abolition come
automatically to nothing. Economics over fortification
do actually take place and with a minimum of recovered
expense. Economies over uniform have been made re-
peatedly and wrongly, and they at least have becn carricd
out. But this folly over the band comes to nothing at the
outset. To the rattle of the bureaucratic typewriter comes
from afar the defiant bugle’s reply and over distant hills
the measured beat of the drums.
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THE BRITISH WASTE LINE

Wasteful war should give place, in theory, to
the husbandry of pcace. But the habit of waste is not, in
practice, so easy to discard. People who grudge nothing in
time of emergency scem often to have lost all sensc of cost
by the time the crisis has passed. They are prone to think
that the effort made to save the country from alien con-
quest can be prolonged so as to save it from all the hygienic,
economic and social ills from which it may be thought
to suffer. No one paused during the war to question what
the country could afford, for the one thing it could not
afford was (obviously) defcat. So it was natural to ask why
the same spirit of sacrifice should not be used to better pur-
posc. Why not make war, but now on poverty and squalor?

When we consider this modern demand for expenditure
in time of peace we find that it is largely concentrated on
the types of expenditure which had been developed during
the war. In Britain, more cspecially, wartime efforts have
included the provision of hospitals, the paying of pensions,
the education of orphans and the subsidization of food.
Partly due to the idealism and mental inertia of the many,
partly due to the self-interest of the few, the peacetime ex-
penditure and effort comes to follow the same grooves. The
provision of hospitals ends in a National Health Service.
The payment of pensions to veterans ends in the payment
of pensions to everybody. Education of orphans ends in
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the education of all. As for food, the encouragement of the
farmer and the subsidy of the grocer tends towards the
uneconomical provision and distribution of whatever
the last war had made us too often do without; initially,
sugar, eggs, butter and milk. All this might scem the
natural aftermath of a state of siege. Nor is it possible to
create wartime organizations for rationing and supply with-
out also creating the vested interests of those to whom
these departments have been entrusted. Quite apart from
those interests, however, there is an undeniable appeal in
the whole idea of using the national effort constructively,
turning sword blades into industrial shares and building
homes fit for heroes. Even the process of turning armics of
soldiers into armies of officials will gain the approval of
some, and other steps to combat uncmployment may win
the approval of all. About this post-war expenditure the
only disconcerting and unwelcome feature is the final bill
presented to the nation. Incoherent as it may be in form,
and as indeed it invariably is, its totals at lcast would seem
to merit a scrutiny which they scldom receive.

Some very large amounts are spent these days on the
acquisition and the dissemination of knowledge. Nothing
could be more admirable in principle, few things as waste-
ful in practice. Whether in subsidizing research, provid-
ing education or publishing literature, governments scem
unable to move without incurring the loss of millions,
Everywhere there are intelligent people who will deplore
the moncy spent on guided missiles and misguided col-
onics but who will insist that more, and still more, should
be spent on universities and schools. There is a plausible
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case for this increased expenditure in that children multiply
and knowledge expands. Against that, moncy can be
wasted in good causes as well as bad, and evidence
accumulates to show that such waste does occur. )
Take research as an cxample. Rescarch nowadays 18
so respectable a word that few have the courage to ask
whether all expenditure under this heading is justiﬁcd. On
the one hand, the whole thing is wrapped in mystery. On
the other, it is commonly assumed that rescarch will pay
an eventual dividend or at least that a failure to do re-
search will have appalling conscquences in terms of inter-
national influcnce and prestige. In all this there is an
element of truth, but it is worth noticing that some large
sums arc involved. Great Britain, for example, had an
estimated expenditure of £26,100,000 on Rescarch and
Development in 1958/59, with another £106,000,000 on
Atomic Encrgy and scparate rescarch projects initiated
and financed by the scparate Ministries under the head-
ings of Defence, Agriculture, Medicine and so forth. Add
to these figures a proportion of the Vote for Universities
(£49,000,000) and the grand total reaches a veryrespectable
sum. Is it conceivablec that any part of this sum is wasted?
Waste is, of course, inscparable from research, inasmuch
as negative results are nccessarily frequent. But is the
waste larger than is inevitable? There is good reason for
thinking that it is, but for reasons the opposite of what the
layman might expect. The layman’s suspicion is that
money is lavished on dreamy-eyed cccentric professors who
wander off vaguely and then reappear with demands for

more, no one knowing what (if anything) they have
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discovered. They picture the scientist’s approach to the civil
servant in cinematic terms, the scientist being visualized
as an oldish man with untidy white hair, a dirty woollen
scarf and a wild glcam bchind his spectacles.

‘Glad to sec you, Dr Cloudesley,” says the Assistant
Under-Sccretary. ‘I hope you have brought with you the
papers we have been needing—the annual report of 1956
and the accounts of expenditure in 19552’

“Well, no, actually. But I can tell you how things have
becn going. A year ago we thought we were on the brink
of a great discovery, but we found this morning that the
whole thing was based upon a small arithmetical mistake.
You know—the decimal point in the wrong place. . ..
Poor Cartwright! Yes, yes, a sad business.’

‘You mean that Cartwright was disappointed at the
failure?’

“Well, no. There was hardly time, was there? He would
have been disappointed, of course, had he lived to realize
the mistake we had made. A very sad loss, and the labora-
tory gone too!’

‘The laboratory destroyed?’

‘Oh, in an instant. All except that cupboard under the
staircase where the janitor kept his brooms. That was
saved by the fire brigade.’

‘Good God—that laboratory cost millions! And I ex-
pect Cartwright left a widow we shall have to pension?’

‘Yes, indeed. Well, well, there it is. We shall have to
rebuild. Actually, we should have had to rebuild anyway.
The laboratory was simply not big enough.’
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‘All this is terrible news. But do tell me what you Were
trying to discover; in so far, I mean, as a Jayman can
expected to understand.’

‘Oh, didn’t you know? Well, it began with a schcmc.to
produce a new kind of fucl for usc in rockets. Then we tried
to sec whether the same stuff would do as a preparation
for removing old paint. We ended up trying to use it as
a cure for coughs. Then it blew up. Very sad, very sad.

‘And now you will be wanting a new grant to cover the
next phases of your work?’

“That is rcally what I wanted to sce you about. I can’t
give you an exact estimate of course.’

‘No, no, I understand that.’

‘But it doesn’t do to be niggardly. That only wastes
money in the end.’

‘So you want, in effect, the largest possible grant?’

‘Exactly! All you can get for us.’

‘Well, I'll do my best. Goodbye, and do pleasc convey
my sympathy to Cartwright’s widow.’

But this popular conception of how scientific work is
supported by government is completely false. Wastc is the
result of control being excessive, not of its being absent.
The modern fallacy is to imagine that an clected Conserva-
tive or Socialist can decide on a line of rescarch and then
leave the scientist to work out the details. No king or
minister could have instructed Newton to discover the
law of gravity, for they did not know and could not have
known that there was any such law to discover. No
Treasury official told Fleming to discover penicillin. Nor was
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Rutherford instructed to split the atom by a certain date,
for no politician of his day and scarcely any other scientist
would have known what such an achievement would
imply or what purpose it would serve. Discoverics are
not made like that. They are the result, as often as not,
of someone wandering off his own line of research, attrac-
ted by some phenomenon hitherto unnoticed or suddenly
seen in a new light. Nowadays, when one country lags
scientifically behind another equally prosperous country,
the most probable reason is that the government has been
telling its scientists what they are to discover. This means,
in other words, that too much money has been allocated
to specific projects and too little to abstract science. The
more resources have been devoted to projects the politician
can understand—that is, to the development of discoveries
already made and publicized—the fewer resources are
available for discoveries which are now inconceivable in so
much as they have not yet been made. The law which
should govern scientific progress is that for every sum
spent on a named project, a proportionate sum should be
spent on science as such—that is, on University Science
Faculties which are free to do as they like.

It may scem logical that the government which pro-
vides the money should decide how it is to be spent. But
for it to insist on this right of control is very much as if the
paticnt were to instruct his medical adviser, saying, ‘Since
I am to pay the bill, it is for me to decide what the symp-
toms indicate and what the treatment should be.” To this
policy, one objection (of several) is that it means paying
the doctor for nothing. His advice, if it is always to be what
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you want it to be, is worthless. If you are to tell him his
business, you might just as well do without him altogether.
In this context, doctors of science are in much the same
position as doctors of medicine. Their advice is valuclc§s if
they are told by the layman what advice they are to give.

It is easy, in this context, to make a scapcgoat ofj the
politician, but the fact is that matters arc made infinitely
worse by public opinion and by the departments of govern-
ment which are specifically concerned with it. The func-
tion of the Information Services, upon which vast sums
are spent, is to present the public and the world with a
favourable picture of what government is trying to do.
This involves extracting from cach department the infor-
mation which may scrve to illustrate this favourable view
and which will provide matter for a press release. Upon
organizations engaged in scientific and technical work the
effect of these demands for information can be expensive
and even fatal. Nevil Shute has told us, in Slide Rule, how
the technicians employed on the airship R.101 were goaded
into announcing progress and into fixing an early date
for completion. The airship’s construction had become
not a technical experiment but a political issue. From a
fairly early period in the story the final tragedy had be-
come more or less inevitable. The loss of life might have
been partly justified if the right conclusions had been
drawn from the disaster, but the same mistake has since
been made repeatedly. Rockets are launched prematurely
in deference to political pressure or public opinion. Radio
and press releases drive scientists and technicians to death
or catastrophe. Even when no lives are lost, the waste of
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money is fantasticc. When the problem is one of des-
patching a space ship to (say) the moon, news of progress
in Russia leads to frantic efforts in the United States; and
the news of thesc efforts leads to fresh exertions in Russia.
The absurdity and the tragedy is that a scientific or techni-
cal problem is being treated as a horse race. Where all
depends on the thoroughness of experiment, prepara-
tion and trial, the actual result is imperilled by the intro-
duction at the last moment of an irrelevant but apparently
all-important question of prestige. Lives and effort have
been repeatedly thrown away and final success postponed
for years simply because of information services doing the
work they are paid to do. To dispense with information
departments would not only be an economy in itself, but
an indirect economy in other ways. There is no need to tell
the world or the public that a certain scientific venture is
to be made. In many instances, there is no need, even, to
say that it has failed. Keep the press release for the moment
of success.

The contrary policy, as pursued to-day, might well be
illustrated by an imaginary telephone conversation:

‘Is that Dr Thoroughgood? Smoothleigh here, of In-
formation. Can you tell me, approximately, when your
space ship (R. 100 shall we call it?) will be completed?’

‘Good heavens, no. There are all sorts of problems and
difficulties.’

‘Do you mean that progress has been disappointing and
that the project may have to be abandoned—or else given
to some other team?’
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“Certainly not. Our progress has been very satisfactory.”
‘When did the work begin then?’

“The decision to go ahead was taken by the Minister in
April, 1950

‘And what was the estimate then of the time required
for completion?’

‘Very roughly, ten years.”

‘So that, with satisfactory progress, completion should
be in 1960’

‘One can’t be as precise as that. It was only a rough
estimate.’

‘But to exceed it by (say) five years would surcly mean
that the progress has been disappointing?’

‘Oh, I shouldn’t say that. Besides, we won’t take as

long as that. Three years extra at the outside and possibly
less.’

‘So we might hope for completion in 19627’
‘I suppose so.’

‘Very well then. May I issue a press release to that effect?’

‘Not as a firm commitment.’

‘But as a reasonable expectation.’

‘Well, yes. If you think it essential.’

‘It will certainly be useful. It is public money that is
being spent, you know. People like to know how it is
being spent.’

‘All right. Say that we hope for completion in 1962.’

‘Early in the year?’

‘How should I know? Say, by November.’

In this way the technician is goaded into fixing a date.
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He thinks at the time that he has done no harm but he
soon finds that his vague hope has become a fixture and
has been printed in the calendar of forthcoming events.
‘Oh, well,” he tells his colleagues, ‘it is useful to have a
target date, whether we hit it or not.” They do not believe
him and he soon realizes that failure to announce com-
pletion on the expected date (now hardened to Novem-
ber 15) will discredit his whole team. At the end of 1961
he realizes the risks that are being run, but it is then too

late.

‘Now, about November 15,” says the Information Offi-
cer. ‘I understand that the Minister is to be there for
the launching. The reception afterwards has all been
arranged but there is a problem about the massed bands.
Will the music be audible above the rocket noises? Oh,
and another thing: I have managed to get you a seat on
the platform, at the end of the fifth row. That was difficult
enough, and when it came to a seat for your wife—well,
frankly, it couldn’t be done. I did my best, but—there it
is. I do hope she won’t mind?’

‘But look, Smoothleigh, we never guaranteed completion
by November 15. As likely as not, the space ship will be
incomplete.’

‘Really, Thoroughgood, I hardly know whether to
take you seriously. The whole thing is arranged now. Do
you realize what a postponement will mean? What a blow
to our prestige? And do you realize what it will mean
if the Russians have their space ship launched before
ours?’
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‘Do you realize what it will mean if the space ship rises
a hundred feet in the air and then comes down on the
platform?’

“Pessimist! Your team can do it if they really try. We
all have the utmost confidence in you. And if you really ‘
have your doubts—well, a seat in the fifth row may have
its attractions. Ha!’

‘I shan’t want the blasted seat. If everything depends
on our success, there is only one place for me.’

‘What do you mean?’

‘I shall be in the confounded ship itsclf. Good day and
be damned to you.’

While a great deal of money is being spent or misspent
on science, very little goes to finance another type of re-
search in which a smaller outlay might produce an even
greater result. Where research is most obviously needed is
in the technique of government itself. When the moment
comes to launch the space ship, the equipment used will
represent the latest thing in technical and scentific pro-
gress. The scientists in charge of the operation will be tie
leaders (we hope) in their respective ficlds of knowledg\c.
All that is obsolete, by contrast, will be represented on the
platform. There, under the awning and between the pot-
pla.nts,.will be grouped the politicians, the party chiefs,
the religious spokesmen, the venerated community leaders
and the accepted prophets of the age. And they will all be
completely and utterly out of touch with the matter in
hand. They will typify the government, the directing body
and all that is most respected in our social system; the one
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part of our organization which we have completely for-
gotten to modernize.

* * *

Closely connected with the field of research, and linked
with it by the universities, is the field of education. The
frontiers of knowledge cannot be extended except by
those who have absorbed the knowledge currently avail-
able; and the extension of knowledge then modifies the
syllabus of those who come next to be taught. In con-
sidering the more wasteful aspects of education we must
limit our inquiries to the classroom, to the expense of pro-
viding teachers, building, test-tubes and chalk. In fact, as
we know, people are largely taught what they are supposed
to know about life by television, radio, cinema, newspapers
and books; also, and still more effectively, by each other.
As a formative influence in society schools play a smaller
part, in fact, than teachers are prone to imagine. As an
item, however, of public expenditure, education comes
high on the list; so high that its cost should be a
matter of more than pensive interest to every taxpayer,
and the more so in that much of the money is clearly
wasted.

That this should be so is mainly due to the rise of an
imaginary science of education, with a jargon of its own.
This is known, technically, as educationalism. Broadly
speaking, the difference between teaching and educational-
ism is that the teacher takes a difficult subject and strives
to make it relatively easy, the educationalizer takes a
simple subject (which he has failed to master) and makes
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it seem practically impossible. With the quality of edu-
cation we are not here concerned, nor with the value of
what is taught, but the chicf result of educationalism is
that everything takes very much longer and costs very
much more. Education expands to fill the time available,
so that years can be spent in educationalizing what used
to be taught in as many wecks. Educationalism is also
expensive in buildings and equipment. Schools have now
to be built almost entirely of glass, so as to admit the sun,
and have then to be fitted with plastic blinds in order to
exclude it. Apart from that, however, a school filled with
workshops and art-rooms, buildings devoted to home
economics and interior decoration, projection theatres and
visual aids, costs far more than schools consisting of ordin.
ary classrooms and equipped with ordinary blackboards,

Studying the bill for all this apparatus, we come to realize
that educationalism would be fantastically expensive even
if it were of any value. As taxpayers we must Pay, not
merely for the schools of cvery grade but for the Teacherg’
College, for the Education Faculty and for numeroyg
Institutes of Educational Rescarch. We have also to meet
the closely allied costs of juvenile delinquency, as also the
further expenses connected with the police, the reforma.
tory and the prison. No one could say of cducationalisyy,
that it is cheap. And the most expensive thing about it jg
the retaining in schools of boys who will never benefig
and who would be happier and less frustrated if allowed
to earn their living. Juvenile misbehaviour is largcly the
rcsull: of wasting the time of those who ought to be at
work.
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But the educational mission of government is not con-
fined to the classroom. The adult citizen must also be
pursucd with exhortation, instruction and advice on any
and every subject in which he might or might not show an
interest. There are various ways of reaching the adult, but
onc of the commonest is through the issue of publications.
On these the waste of money has now reached gigantic
proportions. It may, to begin with, seem incvitable that
official printers should provide copies of legislation and
verbatim accounts of what Mcembers of Parliament are
beliecved to have said in the course of debate. Hansard
may have relatively few readers but one would hesitate to
describe its publication as a waste of money. But modern
governments go far beyond printing records of debate, and
one wonders at the outset why this should be so. It is the
more easily understood, however, when we realize that
many civil servants began their adult lives with dreams of
authorship. They saw themselves, first of all, as dramatists,
novelists, essayists and pocts, only reluctantly accepting
the role of burcaucrat. The more readily, therefore, do they
plunge into print at the public expense. It is true that
their works must often remain anonymous but they hope
perhaps that the secret of authorship will leak out, giving
them something of the dramatist’s thrill who sees his name
writ large in Shaftesbury Avenue. ‘Look! they fancy
hearing the whisper. “There is the author of Coccidiosis in
Chickens!’, or “That man over there wrote Expanded Nitrile
Ebonite for Sandwich Construction’. They imagine the awed
‘No—really? You don’t say!” of those who learn these
secrets for the first time.
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To have written Stem and Bulb Eelworms in Tulips is not,
to be sure, quite the same thing as having published a
sonnct about daffodils. To have edited a work like Di
(Methylcyclohexyl) Phthalate and Methylcyclonexanyl Phtha-
late, Lead-Free, satisfying as it may be as a feat of spelling,
is not exactly like producing a new critical edition of
Aristophanes. Nor would the author of Penetrant Methods of
Flaws Detection claim to rank high among the detective
story writers. It is clear, nevertheless, that the civil servants
have their quict fun, as witness the title of one publication
which reads Teachers of Children Who are Mentally Retarded,
a minor masterpiece of ambiguity. We must remember,
morcover, that there are official best-scllers. Who is like]
to forget a book like The Regression of the Node of the
Quadrantids, with its powerful plot, its stong human in
terest and stirring climax? Who can fail to recall the cerie
supcrnatural overtones in Technigues of manual Ppreparation
of spirit masters (U.S. Government Printing Office, Catalog
No. D.201, 6/7: 804.1)? The official publication list is not
without controversial works either. A book like Training
aid to assist dictators to perform better dictation was bound
to meet with democratic opposition, and a United States
work on First-class Post Offices might easily occasion 5
nation-wide scarch to find them.

So the civil servants’ temptation to write more and
more official literature is at least understandable. What ig
disturbing is the mere quantity of the literature they do,
in fact, produce. In the British volume aptly entitled Goy-
ernment Publications 1957, there appear, at first sight, to be
431 pages apart from the index. Closer study reveals the
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fact that the book begins at page 213, for no very obvious
reason, being worse value (at 2s.) than might at first be
supposed. When it is realized however, that there may be
anything up to fifty publications listed on a single page,
the formidable nature of this list becomes apparent. Grant-
ing an average of twenty-three items to a page, there
might be over 5,000 publications in a single year. This out-
put implies, we learn, a staff of 7,000 and an annual paper
consumption of 50,000 tons. Continents are being de-
forested, pulping machines worn out and papermakers
kept working night and day to keep up with this appalling
output of literature. An ordinary commercial publisher
will print a spring and autumn list, but it is reserved to
H.M. Stationery Office to produce a daily list as well as a
monthly catalogue. Of the £76,400,000 estimated British
expenditure on ‘Common Services’ in 1958-59, H.M.
Stationery Office takes a very fair share.

We know, of course, that many official publications
more than pay for themselves. When The Alfalfa Weevil,
How to control it first appeared on the American bookstalls,
there was an ugly rush of collectors eager to secure copies
of the first edition. But it may be said of other publications
that they are tedious and verbose, and of some that they
are altogether needless. There is indeed a tendency to
recapitulate the obvious even in the publication lists them-
selves, as witness the examples which follow:

MAKING AND PRESERVING APPLE CIDER

Cidermaking is as old as the cultivation of apple
trees. This bulletin presents information on the
preparation and preservation of apple cider.
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GROWTH TRENDS IN MANUFACTURING IN-
DUSTRIES, 1947-1956 Presents the United States
manufacturing growth trends for the period
1947-56.

The first few words of these titles would seem to be sclf-
explanatory but this is evidently considered a superficial
view. A pamphlet called Growth Trends does (paradoxi-
cally) deal with trends in growth. As for the first title and
explanation, we are left in little doubt that a bulletin
called Making and Preserving Apple Cider docs in fact deal
with making cider and preserving it. A study of the pub-
lished lists must lead us to suspect that there is too much
official literature, that its style is verbosc and the cost
therefore excessive. The world would be little the worse,
one suspects, if most of this literature had necver been
published at all.

Onc might imaginc that a shortage of paper would tend
to check the flow of governmental literature. But the
experience of Britain in World War II goes to prove that
it is everyone else who has to go without, the official printer
redoubling his efforts out of mere patriotism. A collec-
tion of British government circulars issued in 1939-194
would be more impressive in bulk than in content, Many
would be found to be instructions as to how the Citizens
should use impracticable means to counter imaginary dan-
gers. And literature issued before the war, but in prepara-
tion for it, would be found to have been then (as now)
a waste of paper, impeding rather than helping what was
in any casc a misdirected effort. Under stress of paper
shortage, government departments can be induced to use
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the same envelope on repeated occasions but no shortage
so far experienced has ever induced them to restrict their
flow of exhortation, warning and advice.

There are some who would observe, at this point, that
the cost of printing and the cost of paper represent only a
fraction of administrative expense considered as a whole;
and this may well be so. But a true estimate of cost must
include the civil servant’s time. A little investigation would
show that this official verbiage is more expensive than
would at first appear, wasting the time of author and
recipient alike. It takes time, remember, even to open the
envelope, identify the contents and throw it into the waste-
paper basket. It has taken far longer than that to write
and it is fair to ask whether the author (and his team of
assistants) if denied the opportunity of authorship, would
be wanted at all. Anyway, the experiment might well be
tricd of ordering cach government department to pub-
lish next year just half the number of words it issued the
year before. If the results were as satisfactory as seems
probable, the same order might be repeated the year after
that, and so in successive years until the present roaring
torrent had become a babbling brook, and the brook inturn
became the merest trickle, and the trickle became no more
than the dripping of a faulty tap. ... Drip...drip...
drip. . ..
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Chapter 10
WASTE MEASUREMENTS

Among the publications which pour from
H.M. Stationery Office there are some of undoubted value
and interest. These include, for example, the Statement of
Revenue and Expenditure as laid before the House by the Chan-
cellor of the Exchequer, as also the more substantial work on
National Income and Expenditure. No one can say of the for-
mer that its appearance is needless or of the latter that its
subject-matter is trivial. Works of this kind seem rarely
to attract the reviewer’s notice but no conscientious critic,
not even in the most erudite journal, could complain of
these works that their authors—previously unknown in
the one case, unnamed in the other—have chosen topics
lacking in general appeal. A candid review would have to
include the words ‘definitive’, ‘stupendous’ and (above all)
‘absorbing’.

The total Ordinary Revenue of the United Kingdom
came to about £5,343 millions in 1957-58 and is to reach
£5,620 in 1958-59. Of these millions the interest on the
national debt swallowed 816, leaving roughly 2,841 for
Civil Votes and 1,418 for Defence. In measuring the coyn.
try’s waste time we can hardly ignore the sagging bulge
represented by the national debt, which now amounts ¢
£27,231,526,000. In contemplating this inclegant figure
the British politicians scem curiously complacent. The
sec no objection to an indebtedness on that scale, nor to
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any increase in the debt which seems momentarily con-
venient. In fact, however, the payment of interest on a
fixed debt is an incredibly wasteful process. The more
economical plan would be to amortize the debt, which is
far more feasible than most people realize. The United
States actually began such a process in 1919 and continued
a regular programme of repayment until 1936, since when
any reduction of debt has been regarded as a budget sur-
plus and an occasion for fresh expenditure. Towards re-
storing a sound system of national finance a scheme for
liquidating the national debt would be an important step,
leading to eventual economics on a gigantic scale.

Apart, however, from the appalling waste which results
from being in debt, there is constant waste in other ways.
The prevention of waste through these channels would, in
fact, cover the cost of amortization. Discussion of this sub-
ject would be greatly simplified if the Civil Votes began
with ‘Salaries to Civil Servants’ as a first and horrific item.
This would lend itsclf to a statistical trcatment with graphs
anncxed and appendices on the Coffee Hour and the Tea
Break. But the Treasury prefers to hide this army under a
foliage of departmental technicality, adding an occasional
footnote which reads ‘Including cost of administration’
and which might be improved in some instances by adding
the words ‘and precious little else’. So Burnham Scale is
come to Dunsinane.

Now, the main items among the Civil Votes are Assis-
tance to Local Services, National Health Service (in-
cluding Pensions, Family Allowances and National Assis-
tance), Agricultural and Food Subsidies and, finally, Other
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Services. Concealed in a jungle of figures are items like the
cost of Royal Commissions and Inquiries, the budget of
the Middle East Centre for Arabic Studics and the bill for
the UK. Scicntific Mission in Washington, which has so
far accomplished remarkably little. Conccaled in the de-
partmental votes (even for Labour or Education) are the
growing amounts spent on correspondence with the United
Nations. All these together amount to more than the total
current expenditure on wars, past, present, and to come.
Assistance to Local Services consists very largely of grants
for Education (£43s out of £866 millions), about which
some few halting words have been said in an earlier chap-
ter. What must attract our attention now is the National
Health Service, about which there is much to be said. It
costs, with pensions included, the staggering sum of
£1,031 millions, and even this excludes what the individual
has to pay towards it.

It might interest the taxpayer to know how this moncy
is spent. Much of it is spent in hospital administration, The
average hospital is to be visualized as a place where the
in-patients lie groaning, unattended, in their beds, and
where the outpatients wait hopelessly for some notice to be
taken of their scrious plight. Where, it may be asked, are
the doctors? What are the nurses doing? Why are po
domestics to be seen? All alike are engaged in adminj-
stration and have no time to spare for mere patients, The
consultants spend their time providing statistics for the
tottering structure of committees and administrators with
which the hospital system is overloaded. The costings
system of even a small hospital group involves the efforts
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of a senior administrative officer, a higher clerical officer,
a general clerical officer and a machine operator. Other
specialists collect useless statistics, presenting elaborate
charts showing ‘bed through-put’, ‘vacant bed day rate’
and the ‘percentage bed occupancy’. A deluge of paper
overwhelms the medical staff, for whom all decisions are
taken at some higher level, infinitely removed from reality.

Other consultants are struggling to replace broken
equipment, for which purpose they fill in forms in triplicate
for the hospital secretary, who passes the application to the
medical staff committce, which forwards it to the hospital
house committee, which lays it before the finance and
general purpose committee, which is itsclf responsible to
the hospital management committee, which cowers of
course under the Regional Board. Months pass before
there is even a reply. When it comes it will probably take
the form of a query as to code number or a remark that
equipment for the training of nurses comes under the Area
Nurse Training Committee, for which there is a separate
system of accounting.

But what are the nurses doing? They are completely
absorbed in a manual stock-taking of sheets, blankets,
pillow-cases and chamber-pots. The fact that all these
have been alrcady listed in code sheets for the group cost-
ings department is beside the point. There must still be a-
stock-taking and a hunt for the missing tray-cloth. Patients
could die while Sisters are counting the bath-towecls. Nor
is th'crc any saving from all this attention because the group
costings system alone absorbs 2,000 a year. As for the
Hospital Board, it has recently acquired a lease of office
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space, re-wired the building, re-covered the floors and
then re-sold the lease at a sacrifice in order to move into
the larger premises needed for its growing staff.

When we come to investigate the activitics of the domes-
tic staff, we find that their main preoccupation is with the
laundry. The carliest nurses were nuns and the idea has
lingered that their uniform should reflect this early influ-
ence. To the Matron has clung the awful authority of the
Mother Superior. But the fact remains that the purchase
and laundering of nurses’ caps alone has been said to cost
the country about three-quarters of a million pounds a
year. Nor does it end there, because there are also aprons,
collars, cuffs and belts—a laundry bill of {650,000 per-
haps—all these serving mainly to indicate a spiritual affinity
with Florence Nightingale. Interestingly, the women in
occupations which date from a later period than Florence
Nightingale—the women doctors, physiotherapists and
almoners—have never worn this sort of medieval finery
and no one has ever suggested that they should.

The worst features of the worst hospitals are usually
associated with the Ministry of Pensions, an organization
which combines the maximum of effort with the minimum
of result. In a recent attempt to re-assess the disabilities of
a war veteran (i.e. reduce his pension by 209,) the initial
documents, in octuplicate, ran to 21 foolscap pages of
single-spaced drivel. The next few months were spent in
compiling the answers to Statement, the Statement on
Answer to Statement, and finally the Answer to Statement
on Answer to Statement. The veteran’s appeal was uphecld,
a year later, by an impartial Court before which the
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Ministry’s casc was argued (at the public expense) by 2
barrister. Some forty letters had passed in the course of a ycar
and more were to pass before the arrears were eventually
paid. Dclays such as these are made worse when two govern-
ment departments are concerned. When Captain Thomas
Atkins is discharged from the Army on medical grounds,
the army mecdical board advises the Ministry of Pensions,
which appoints another medical board to assess the degree
of disability. This board merely advises the Ministry,
which in turn merely advises the Paymaster-General, who
at last pays the pension as he might have done with the
greater easc if no Ministry of Pensions had ever existed.
What is interesting about this sort of procedure is the
emergence of the mediclerk. This key individual in the
Welfare State is a fully qualified physician of whose
medical knowledge no use in fact is made. His function is
to take down detailed information for the use of another
and superior mediclerk, who then decides on the case of a
disabled person whom he has never actually seen. It is this
growing system of mediclerkmanship which provides each
Ministry with its own medical staff, unconnected with the
Ministry of Health, and not more obviously useful than
the Ministry’s legal department which wisely briefs coun-
sel if there is actual litigation in prospect. Time was when
a registered medical practitioner was himsclf an authority,
and one whose word another practitioner would accept. It
is now realized, in these more enlightened days, that the
physician who has scen the patient may well be known to
him and might well be swayed by the influence of neigh--
bourly acquaintance. Better far to call in the services of a
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mediclerk who reports to another mediclerk, and he per-
haps to a committee. This ensures that the decision is taken
on grounds of general policy without any regard to the
particular case or to reality of any kind. The pity is that the
mediclerk should have wasted so much time in obtaining
his qualifications. A special course in mediclerkery would
be much cheaper to organize and would be finished as soon
as the student could spell diarrhcea.

Next to the Health Service and costing the country some
£206 millions a year is the Ministry of Agriculture,
Fisheries, Food and Forestry. Included in this quartet is the
vast wartime Ministry of Food, which long survived the
war, its considerable remnant being eventually absorbed
into this interesting amalgamation. Much duplication of
effort resulted, there being (for example) two scientific
advisers, one for agriculture and one for food, each with his
own staff. Nor does this double application of science pre-
vent the co-existence of a Food Investigation Board, with
research laboratories of its own. Ignoring, for the moment,
however, any duplication of effort there may be, we can-
not but wonder that so little attention has been paid by the
Ministry to the subject of the organic manure to be de-
rived from sewage. The British agreed for many yearsina
policy of majestically pouring their town scwage into the
North Sca and then importing guano to make up for their
shortage of fertilizers. Latterly there have been built large
scwage works in which waste products are expensively
consigned to destruction. It is now well known that sewage
will yield methanc gas, the remaining sludge being saleable
(after proper treatment) as an organic manure at over 42
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per ton. Sewage disposal can be done, in fact, at a profit;,
whereas the out-dated schemes in use will often put as
much as 2s. 6d. on the rates. Some of this moncy might be
spent (and at Coventry has been spent) in burning methane,
but the Gas Board forbids the local authoritics to sell it,
being empowered to protect its monopoly under the Act
of 1948.

While uninterested in fertilizers made from scwagc, the
Ministry of Agriculture has joined with that of Fuel and
Power in attempting to supply electricity to cven the
remote rural areas, a project said to have cost by now some
£200 millions. It was already known, however, that the
same need had been met in France by installing small
plants, costing about [ 500, which turn organic waste into
methanc gas and compost, and can by conversion of the
methane provide sufficicnt clectric power for light, heat
and fixed machinery. Left to himsclf, the farmer could
have solved the problem, but in too independent a fashion
for our bureaucracy. There must be a Grid. There must be
pylons connected to cach other by festoons of red tape.
There must be central control and administration, forms
to fill in and regulations to apply. As for the expense, more
than was needed for this purpose has alrcady been spent
on attempts to develop a farcical electric plough guaran-
teed to behave like a puppy on a long leash.

When the Ministry comes to the aid of the farmer, the
immediate results are a disastrous expense, and a further
increase in staff employed by the National Agricultural
Advisory Service, which should have been abolished in
1957 at latest. The Agriculture (Small Farmer) Bill of 1958
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would appear to have been specially designed to aid the
inefficient and lazy, while giving a new lease of life to the
burcaucracy responsible for the muddles and dishonesties
of Odlum and Crichel Down. While all this goes on, the
Forestry departments of the same Ministry are busy plant-
ing conifers in Lakeland and on the Welsh sheep pasture,
apparently unaware that the resulting crop will cost twenty
times the price of imported timber and that it will probably
sell as firewood. By the time these trees have matured pit-
props will have gone out of use. They will be about as
valuable as opencast coal, costing up to £30 a ton and
turning out to be more or less fireproof. They will be as
wasted as all the tins and milk bottles which no one can
bother to collect.

It is just possible that some fraction of the Ministry
of Agriculture, might be retained without actual waste of
public funds. The same cannot be said of the Ministry of
Labour and National Service, many parts of which appear
to serve no purpose of any kind. That this ‘Service’ has
never been of use to private employers is fairly obvious.
How they find their staff can be inferred from the adver-
tisements which appear in the national press. The more
interesting development is the way in which it is now
ignored by the other government dcpartments and agen-
cies. Even the National Boards use it only for recruiting
labourers. Other government departments advertise in-
dependently for staff and the Dock Labour Corporation
has a system of its own. As for the fighting services, they
compete with each other by inserting advertisements in
newspapers intended for the young. The Royal Air Force
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will thus advertise its Apprenticc Scheme in The Hotspur
(24 pp., 3d., Thursday) competing for space with Kelloggs’
flakes and Shreddies cereal. The Royal Navy introduces a
scheme for artificer apprentices to the readers of Eagle
(20 pp-, 43d., Wednesday). By means such as these are the
young told of their opportunitics. But no campaign for
recruits would begin at or even include the Labour Ex-
change. The organization is obsolete and uscless, attempting
little and achieving less. In the same category, though not
under the same dcpartment, are to be included the wages
inspectors, costing the country ncarly £4 million a ycar
and doing nothing that would not be better left alone. The
same might be said of the British Productivity Council.
But even the oddest extravagances seem relatively sane in
comparison with the activitics of the War Damage Com-
mission, the continued existence of which must remain
onc of the wonders of the age.

When your house catches fire, being badly damaged,
you inform your Insurance Company, which employs an
assessor to survey the extent of your loss. You or your
agent will dwell at length on the value of what was des-
troyed. The Company’s assessor will tend rather to em-
phasize the previously dilapidated statc of the building,
congratulating you on the fact that your better furniture
was in the unharmed part of the house. A more or less
amicable dispute ends in a compromise. The Company
pays rather more than their assessor thinks inevitable, You
receive rather less than you originally asked. The whole
process from reporting the fire to receiving the cheque will
occupy something between ten days and six weeks. Had
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the government dealt with war damage through the exist-
ing system of fire insurance, all claims would have been
scttled in 1947 at the latest. In this sort of argument it is
worth nobody’s while to wrangle beyond a certain point.
All concerned put a value on their time and want to reach
an agreement, any solution being better than an endless
disputc. Contrast, however, with this process the record of
the War Damage Commission, which is still happily at
work some fourteen ycars after the last damage was done.
It accounts for £20 millions in the estimates for 1958/59.
This would be scarcely credible if it were not clearly stated
by the Chancellor of the Exchequer himself. But there are
the figures in black and white. The Commission will evi-
dently exist until another war gives it new scope for
inactivity.

The fate of those awaiting war damage compensation
may attract our sympathy, but the real victims (apart
from the salary-paying taxpayers) are those unfortunates
with a double claim. Suppose that your house was first
damaged by a bomb and then occupied by warriors of the
Army Pay Corps, who used the banisters as firewood and
backed some lorry through the garage doors. It then be-
comes a question whether the plumbing was destroyed by
bomb-damage or by troops. The dispute lies between the
War Department and the Bomb-Damage Commission;
that is, between two sets of officials who are agreed only
in prolonging the business until they have all become
pensionable. In such a plight as this the householder must
abandon hope. Nothing will be scttled in his lifetime.
Nothing, perhaps, will be settled at all.
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A study of the waste connected with the nationalized
industries would turn this chapter into a long, depressing
and unreadable book. The B.B.C., with its staff of 15,000,
would be an obvious target and one which has often re-
ceived unmerited abuse from those who, having ncver
visited the U.S.A., do not know what bad tclevision is. But
there is at least one item of broadcasting expenditure which
might be uscfully queried, and that is the maintenance of
King’s Standing Radio Station in Ashdown Forest. This
impressive structure dates from 1942, being built by the
United States as one of the less hopeful American attempts
to defeat Hitler. It was taken over by the B.B.C. and
the Foreign Office in 1946, these institutions providing a
staff of 4,000 at an annual cost (in 1957) of [5,750,000.
The object of this expenditure has been to state the British
case in some forty foreign languages, using four wave-
lengths and employing 1,000 persons per microphone in
use. The programmes are understood to combine propa-
ganda with entertainment, lessons in English being inter-
spersed with screamingly funny items translated from the
Light Programme. Much of this linguistic avalanche is
directed towards countries behind the Iron Curtain but it
is doubtful whether much of it is even audible (let alone
interesting) to its intended audience. Distortion, atmo-
spherics, sunspots and jamming are believed to prevent
the programmes being heard by more than a few. In these
circumstances it is fair to ask whether the abolition of
King’s Standing Radio Station would not be a reasonable
economy, and whether the pylons might not be usefully
sold as scrap. As for the site, its return to the rightful owner
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(H.M. the Queen, as it happens) seems more than overdue.
It would be interesting to discuss how the other national-

ized industries, seven of them to be exact, come to have

bank overdrafts of £66,400,000.1 For the present, however,

it must suffice to observe that a part of their expenditure
goes in warfare against each other. This is particularly
true of the electricity and gas undertakings, which buy
space in newspapers, periodicals and on hoardings in order
to extol their rival products. There is war to the death
between Mr Therm and Mr Ohm without obvious advan-
tage to a public that is supposed to own them both. ‘For
up-to-date cooking, go Electric,’ implored the Southern
Electricity Board. This might make some sense if the
probable alternative were to cook over a charcoal burner.
But the triumph of Mr Ohm can only be at the expense of
Mr Therm on whose service, as taxpayers, we have spent
millions. As dubious, incidentally, is the advertising of
milk, eggs and coal. Why not cut the advertising and sell
them more cheaply, economizing again by consenting to
re-use the cartons and trays in which the cggs are packed?
As for coal, the efforts to sell it are nicely balanced by the
research being done in fuel economy. The tireless efforts
of the Coal Board to extend the uses of solid fuel as op-
posed to oil are no less remarkable than the efforts of the
Fucl Efficiency Services to show how its expenditure can
be kept to a minimum. Yet other officials, very properly

1 The Budget surpluses of 1955-58 have all been absorbed in
advances made to the Coal and Transport Boards, Electricity, Gas
and other publicly owned undertakings. These totalled £ 422,000,000,
£397,000,000 and 616,000,000 respectively, in the three given
financial years.
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concerned over the pollution of the atmosphere, urge in
effect that it should not be used at all.

It is often supposed that government departments have
their own internal checks on expenditure, their own finan-
cial experts and, for that matter, their own inertia, itsclf a
check on new extravagance. It is now known, however,
among students of Wastage, that internal cfforts to achieve
economy are invariably the prelude to additional expense.
This is more especially true of attempted economies
in defence (as we have seen in Chapter 8) but it is also
generally true in all departments of statc. To begin with,
the internal auditors have their own tendency to multiply.
The economic advisers (like the departmental groups of
lawyers, physicians and architects) are an cxpense in them-
selves. And what do they achieve? They make a carcful
check on the use of postage stamps and stationery. They
query items of travel expense. They pursue the individual
who has been inadvertently overpaid. But in all this petty
activity they fail to recover the total of their own salaries.
They save us nothing.

To say that they save us nothing is in fact an under-
statement. What they actually do is to cnsure that no
saving occurs. For each subdepartmental chief knows that
a failure to expend his annual allocation will lead to 2
permanent reduction of the sum to which he is entitled.
He knows, further, that what he thus saves will be re-
allocated to the subdepartment which has overspent, the
head of which will then be promoted in recognition of his
widening responsibilities. So he must plan for a small
deficit cach year, knowing that to do otherwise would be
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unfair to his subordinates if not to himsclf. This principle
runs all through the public service down to the head-
master of the primary school, struggling to spend his
generous allowance for ‘extra’ equipment; and down in-
deed to the soldicr in the overheated barrack room heap-
ing coke on the stove so as to cnsure that next week’s
supply may be obtainable. This sort of internal watchful-
ness leads only to eternal waste.

The Treasury is, as we have scen, the official safeguard
against extravagance but its failure in this role is manifest.
Officials of the Treasury are vigilant enough but they work
within narrow limits. Let us take, for examplc, an imagin-
ary department, the British Ministry of Inter-Departmental
Co-Ordination, created by the late Mr Ramsay Mac-
donald as a nccessary feature of the Welfare State but
since amalgamated with the Ministry of Abortive Planning.
It is headed by the Secretary of State for Co-Ordination
and Planning and its staff has recently moved to new offices
next to Scotland Yard but with detached accommodation
clsewhere; notably in Bush House, at Maida Vale, Kensal
Rise, Hackney Wick and Penge. Its 7,000 employees at
Buff Orpington are soon to be moved into larger premises
at Cheltenham and Bath. Treasury officials descend
periodically on this ministry and express horror, as well
they may, at the steep rise in its estimatcs. The Chicf
Planner has to fight for every thousand square feet of office
space. The Permanent Under-Secretary for Co-Ordina-
tion has to make out his case for every stenographer. But
itis not the Treasury’s task to inquire whether the Ministry
ought even to exist, which is clearly the first question to

157



THE LAW AND THE PROFITS

ask, and one to which a reply in the ncgative would save
further and detailed scrutiny of its expenditure. In Treasury
practice a precedent for expenditure is the great thing.
Once a department has its Vote, no onc at the Treasury
is likely to query its claim to survive. It spends and there-
fore is.

Considering such a state of affairs, the reader may find
it difficult to understand how this growth can have come
about. He will at some time have had the experience of
approaching a department of government with an appli-
cation, a suggestion, an inquiry or complaint. He will have
discovered, at some stage of this encounter with bureau-
cracy, an obstructiveness beyond all previous example.
Remembering this, he will wonder perhaps how govern-
ment departments should have become so large and costly.
For the obstructiveness remarked by the supplicant tax-
payer should by rights have impeded the department’s
growth. The officials so ready to say ‘No’ to him ought to
have been as eager to say ‘No’ to each other. An auto-
matic resistance to any and every proposal should be a
check in itself on innovation and therefore on expense.
That there is logic in this argument is not to be denicd, but
the reader will realize, after further meditation, that his
premises are false. The problem is not as simple as he has
been tempted to suppose. Not all civil servants, to begin
with, are obstructive. Some of them are very much the
reverse. We must also remember that resistance to every
suggestion includes resistance to every suggested means of
reducing expense.

Last of all must come some mention of the self-balancing
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Post Office. Of all government departments this is probably
the most cfficient, and it has the further merit of being far
better than the Post Office in the United States. Yet it
is far worse than it used to be. With fleets of fast vehicles
the actual deliveries take longer than they did in 1900 when
postmen trudged on foot. Even in 1914 there were four
dcliveries daily in most parts of Britain and two on Sun-
days. To-day there are two decliveries on cach weckday
and none on Sundays. As late as 1939 a letter posted in
London before 4 p.m. would reach a London address the
same evening. It would ncver do so to-day. To criticism
of this kind the official answer would be, no doubt, that a
better service would be possible but that deliveries of pre-
war frequency would now cost 43d. rather than 3d. a letter,
and that other costs have risen proportionately more than
that. Up to a point this may well be true, but there are
said to be variations in efficiency between one branch of
the Post Office and another. There is admittedly a vast
increase in the volume of postal traffic. It has also been
suggested, however, that the savings bank administrative
costs are six times what they ought to be, and the space
occupied by its central office about ten times what is justi-
fied. And while there may be less waste in the Post Office
than in any other department, that does not mean that the
waste there is negligible. If the expense of handling a postal
order may be thought relatively low, the same could not
be said of a telegram.

In this chapter our main concern has been with the
excessive costs of administration and technocracy. Hos-
pitals, agriculture, industry and the nationalized public
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utilities are all burdened with a top-hcavy structure of
administration, inspection, publicity and supply. That it
involves a constant waste of money and effort is tolerably
obvious. To criticism on this score the defenders of the
system reply, in effect, that employment must be found for
all and that no other system could provide work for so
many. Against this it might be urged that a reduced
burcaucracy would mean lower taxes, that lower taxes
would stimulate private enterprise, and that an expanding
economy would offer more employment. In this argument
there is a measure of truth but it leaves the central issue
untouched. For the final objection to burcaucracy is that
it destroys the bureaucrat as an individual. The man con-
demned to spend his life with files and minute-sheets has,
broadly, two alternatives. Realizing the futility of his
work, he can cynically decide to make the most of it,
striving for the largest salary and the highest honours,
avoiding mistakes and evading decisions, playing for
safety and playing for time. Or clse, being less intelligent,
he can convince himself that his work is of national im-
portance and that the country without him would be
drifting to disaster. A career which thus offers, to many,
the choice between cynicism and delusion is not worth its
heavy price in terms of public expenditure. In many 2
vocation—on a railway, on a ranch, or at sea—a man’s
character is formed by his responsibilitics. In other voca:
tions—on a newspaper, on the stage, at the bar—a man’s
integrity maybe supported and upheld. Of the routine work
of administration nothinglike this could be said. It is a work
that undermines character, a work that destroys the soul.
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Chapter 11
THE AMERICAN BUST

Compared with Britain, America is a vast area
with cnormous resources and a huge revenue. Its waste is
proportionately gigantic, as befits a country with a $62,400
million Budget, a Federation employing 2+3 million civil
servants and listing them on a $9,000 million payroll. But
if American waste dwarfs even the waste observable in
Britain, it must be realized that the United States (unlike
the British Isles) have the capacity still for reform. The
country which elected President Harding also elected
President Hoover, and it is to him (when out of office) that
the United States owe the magnificent series of the Hoover
Commission Reports. Had Britain ever produced anything
comparable the whole thing would have been shelved and
forgotten like Lord Rothermere’s Anti-Waste League of
1921, but Herbert Hoover can claim that ‘Economies
totalling $7 billion can be traced to the first Commission’s
report. And we are on our way to savings of upwards of
$3 billion a year as a result of the second Commission’s
recommendations.” With respectively 72 and 649, of their
recommendations accepted, the members of these two
Commissions have performed a miracle both of finance
and political education. Their example should give new
hope to the world.

But while the Hoover Commissions have had such
startling success, the fact remains that the wastage was there
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for them to investigate and that a good percentage remains
for them to deplore. The greatest achicvements of the
Hoover Commissions are Public Law 599 (for Defence
unification) and Public Law 759 (for modernized. Federal
budgeting), both passed and signed by the President in
August 1958. Therc can be little doubt that one result of
modernized budgeting will be to reveal still further wast-
age. When it is realized that the Federal government
spends $700 millions annually on collecting information
and $100 millions each year on issuing directives; when
it is grasped that civil servants produce a yearly crop of
127,000 reports and that the Employers’ Quarterly Fed-
eral Tax Return Forms require 184 million lines of infor-
mation from employers, not merely once in a whjle but
every single year, the extent of wasted cffort bcg'ms to
become apparent. When so much is understood it only
remains to grasp that the same scale of waste is repeated 4]
over again at the successive levels of State, County, City
and district. With an undoubted capacity for refory, the
United States have also an abundance of raw matcri;l.
A study of waste in the United States must begip with
the question of foreign aid. It was pointed out in 1952 that
Mr W. Averell Harriman had been given 37,328,903,976
to scatter in largesse about the world, plus anothey unex-
pended $1,000 millions from the previous year, By 1955
the United States post-war spending on foreign 44 had
reached the not inconsiderable total of $50,000 millions
the money being then distributed by some thirty.fou;
distinct and unrelated agencies. A total of 115,250 people
(30,681 of them being American) have been employed
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overseas on work connected with this programme. The
Hoover Commission studied this situation, noted a vast
and unco-ordinated expenditure but concluded that eco-
nomic assistance should continue in order ‘to secure the
maximum military security for ourselves and to take our
part in the advance of the living standards of the free
world’. The Commission was given to understand that the
non-military aid programme would help also to dcfeat
communism. A study of the situation, however, left mem-
bers of the Commission wondering whether this was really
the cffect of what was being done. After an expression of
scepticism on this point, they went on to suggest that the
various streams of benevolence (if they were to continuc)
might at least be related to each other in some way. With
that cautious conclusion no sane person is likely to disagree.

Where the doubt arises, among a few critics of American
policy, is whethcr this economic aid serves any uscful pur-
pose of any kind. It is a question of whether the whole
plan is not based on false psychology. The basic assump-
tions are that people who have been given economic aid
will be more prosperous and less likely therefore to turn
communist, and that their gratitude will incline them to-
wards friendship with the United States. Many Americans
have a rather pathetic desire to be liked and it finds ex-
pression in such a policy as this. They assume further that
gratitude and friendship can be retaincd by reminding the
peoples concerned of their indebtedness to American aid,
For this purpose the information services employ camera-
men to record scenes of generosity. Crates of condensed
milk are photographed in mid-air, swinging from the
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derrick which is to lower them on to the quay-side. Angle
shots reveal the tractors in the hold. In this way the inhabi-
tants of undevcloped countrics are to find themselves
prosperous, learning to identify their new prosperity with
American aid, American manufactures and the American
Way of Life.

To take these assumptions in order, there is possibly
something in the idea that the more prosperous peoples are
less inclined towards communism. Communism is apt t0
take root, one might argue, among groups of pcople who
have reasons (although not always cconomic reasons) for
discontent. A policy of economic aid may to that extent be
justified on both political and humanitarian grounds, but
the most cffective aid for this purpose would be to offer a
gencrous price for the undeveloped country’s exports. If
the progress of communism in Southeast Asia were to be
checked by economic means (which is extremely improb-
able), a high price for rubber and tin would be the best
means available. But that is not the method which America
approves. Business interests in Akron and Pittsburgh offer
only a low price for rubber and tin while giving tacit con-
sent to a separate programme of economic aid. The rub-
ber is bought cheaply but the planter is consoled by the gift
of an American bulldozer, free. Were the bulldozer to
come from France the scheme would have at lcast the merit
of aiding both Europe and Asia, but the bulldozer tends to
come from Detroit. The policy involved is capable, there-
fore, of more than one interpretation. Is the real object to
‘dump’ American manufactures which might not otherwise
find a market, training Asian mechanics to use and demand
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a particular brand of machine while patiently awaiting the
day when they will have the money to pay for a replace-
ment? Is the whole programme an indirect subsidizing of
the American motor industry? In point of fact, American
motives are more kindly (and more muddled) than other
people are apt to suppose. But the doubt is there and so are
those who are eager to express it.

Come now to the next assumption. Granted that the aid
given springs, and obviously springs, from only the purest
motives, are the recipients likely to register a gratitude
which readily turns into fricndship? Or is gratitude a more
plausible explanation for hostility? Members of the Hoover
CO.Inmission expressed a healthy scepticism on this point,
pointing out that ‘Neither countries nor individuals relish
being kept in a dependent status by gifts’. This is pro-
f?undly true and has been truc indeed since those classical
times when the Romans had a phrase to cover it. At an

early period of American history the same idea was put
memorably in these words:

-+ - It is folly in one nation to look for disinterested favors
Sl‘om another; that it must pay with a portion of its indepen-
b;n::c }fl'or whatcvcr. it may accept u.ndcr that character; that

y acceptance, it may p!acc itsclf in the condition of having
gtven quJl\talcx.j[ts for nominal favors, and yet of being re-
P:Z:tchcd with ingratitude for not giving more. There can beno
greater error than to expect or calculate upon real favors from

nation : . 1. . A
whi to nation. It is an illusion which experience must cure,

ch a just pride ought to discard.

So wrote Geor

¢ Washington i it would b
difficult to bcttcrg gton in words that it would be
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Many Americans have taken a course in how to make

friends and influence people. Without suggesting that they
have cause to demand their money back, we might fairly
urge some change in the syllabus. From the listed mcthods
of gaining friendship let us delete, once and for all, the
method of ostentatious generosity. For friendship is pos-
sible only between equals. If there is an object in making
and keeping the friendship of the Turks, it can best be done
by expressing American gratitude to them. Is it asking too
much to expect Americans to buy their tobacco and pre-
fer it to Virginian? Perhaps it is, in which case the same
result might be achieved by tclling them that their troops
were the best that fought in the Korean campaign, or best
anyway in the attack, a compliment which would have
the additional merit of being strictly true. A country’s
foreign policy is mainly based, of course, on its permaneng
interests, and to no small extent on its geographical pos;i-
tion; but in so far as sentiment comes into it at all, more g
achieved by a sincere compliment than by any number of
tractors.

If there is danger in attempting to arouse feelings
of gratitude, if gifts arc best conveyed by sleight of hand,
the money spent on United States propaganda is largcly
thrown away. However, we should be wrong to overlook
the value of information centres set up in foreign capita]s.
These play a vital part in international affairs. The currep;
practice is to make these as central and conspicuoys as
possible, fronted with plate glass, stuffed with gaily covereq
literature and adorned with enlarged pictures of the ¢y
rent President or Prime Minister. The result is thag the
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populace can express its feelings in moments of cxaspera-
tion, smashing the glass, burning the lcaflets and jumping
on the portraiture. This spares the windows of the Em-
bassy itsclf, which is tactically sited in a back strect and un-
recognized even by those who pass it every day. Para-
graphs about the functional use of plate glass are to be
found in the pages of any architectural journal; and this is
perhaps the explanation of what that queer phrase can be
taken to mean.

A final point about foreign aid is that it is given too often
without strings attached. Most of the moncy is WOrISsC than
wasted, but some good might result from the conditions
which might be imposed. Any aid sent to Britain, for ex-
ample, would have been of incalculable valye if made con-
ditional on one thing; that all British departments of
government should henceforth keep and produce a proper
set of accounts. And what condition could be more reason-
able? Who would lend money to a firm which Produced no
comprehensible balance sheet? And why should a govern-
ment be treated differently? Apart, however, from the
reasonable nature of the condition, no grant or loan could
in itself be as valuable to Britain as would this compulsion
to put its Treasury in order.

But while the United States are far ahead of Britain in
having accepted a system of cost-accounting, they are still
responsible for waste on a staggering scale and at every
level. Thus, the United States own, or owned until recently,
838 million acres of land, and storage space (mostly
cOVCl'Cd) equal to about twice the size of Manbhattan
Island. It is doubtfyy] whether more than a fraction of this
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real estate is needed. The armed services have been united
under the Department of Defense, but they still duplicate
where they should combine. They maintain separate half-
utilized air transportation services and scparate half-empty
hospitals, competing with each other for supplies. Added
to these major items of wastc are a host of installations and
plants which were started for some good reason but which
continue to exist when the occasion is past. It so happens,
for example, that the Federal government owns the world’s
largest amphitheatre, built near Washington as part of a
Scsquicentennial Freedom Fair which failed to take place
in 1950. It seems to have cost $500,000 or thereabouts,
leading only to further expense on a pageant, which was
actually performed but at a heavy loss; after which (the
author is assurcd) the Rock Creek woods were silent once
more and have so remained.

One of the most spectacular examples of American
waste is the Farm Support Programme. Incredible as it may
scem, the United States Government each year buys up
untold quantities of farm produce which it can neither
distribute nor use. To dump mountains of wheat upon
forcign countries would be an act almost equivalent to
war and scarcely less disruptive of the entire internationa]
economy. Nor is there any accepted plan for disposing of
the surplus eggs and butter which, for lack of any better
storage facilitics, are presently stored in caves about the
American countryside. It has even becn seriously suggested
that the federal government should use the Arctic icecap
as its decp-freeze. Though imagination boggles at the sums
paid to farmers for unwanted produce, few politicians,
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Democrat or Republican, have offered a workable (or at
least acceptable) solution to this problem. In the meanwhile,
the process of accumulation is a nightmare reminiscent
of the sorcerer’s apprentice, but a nightmare from which
there scems to be no awakening.

On a more intimatc and comprehensible scale, one of
the author’s correspondents lovingly recalls the procedure
for handling a Government Air Bill of Lading during
World War II. There were to be thirteen copies in all,
No. 1 mailed to the recipient, Nos. 2 and 3 put on the file,
Nos. 4, 5 and 6 to go in the package, No. 7 to Air Express,
No. 8 to the ncarest Bureau office, and so forth. Whae
particularly impressed the critic, in this case, was that while
there were detailed instructions for disposing of No. 13,
No. 12 was merely to be destroyed. Does this sort of thin
still go on? It clearly does, and years of Hoovering will nog
remove the dust. The fact is that outside intervention can
only have a limited success. The mechanics (and, above all,
the incentive) for ensuring economy nceds to be built into
the organization itself. Federal waste is repeated at the State
and City level. In New York, for example, the State
Legislature will cheerfully vote $75,000 to prepare (mcrcly
to prepare) for the State’s participation in the 1960 White
House Conference on Children and Youth. Nor s thig
morc futile than the employment of oil inspectors in Ino
diana, men paid to test kerosene for flash-point, despite
the fact that kerosenc has been perfectly safe for years.

At Boston, to take a typical American metropolis, the
evident decay of the city area is not reflected in the size
of the City-County Budget, which recently reached the
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respectable total of $120 millions. One of the items which
aroused some interest at the time was the cost of maintain-
ing a drawbridge for the bencfit of the one barge which
could not otherwise pass above the bridge. Other items
worthy of study in that Budget are the losses on the water
supply and the alleged state of the police. Nor is Boston in
any way exceptional. If it were, we should find it difficult
to cxplain how the amphitheatre and orchestral shell built
at the southern terminus of the East River Drive, New
York, came to be neglected for the first decade of its
existence. Neither arc the rural areas less wasteful. There
are seventy individual and ineffective police forces in a
single county of New Jersey and as many or more in Dela-
ware County, Philadelphia. And the roads which connect
all these places are tending to cost 18%, rather than 5%, on
overheads simply through refusal to contract for the work.
Burcaucracy and waste are everywhere inseparable.

A final and unnoticed result of government squander-
mania is that it corrupts by example. If government
habitually overspends, why should the individual kcep
within his income? If government extravagance leads to
inflation, why should anyone trouble to save? Better to
spend the money before its value declines. Best of all,
indecd, to be in debt, for the dollar you borrowed is worth
more than the dollar you repay. Influenced thus by
example and reason, the American citizen has become a
permanent debtor. This has long been so, but in past years
the debts were more or less secured. In the instance of a
refrigerator bought on the instalment plan it could at least
be said that the refrigerator existed. But the present trend
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is to offer creditin respect of hotel accommodation, clothes,
restaurant meals, holiday expenses and things which are of
the stuff that dreams are made of, and lcave no wrack
behind. A future slump will be a slump indeed. But why
should the citizen be solvent when his government is
bankrupt? To be deeply in debt, in the car-strangled man-
ne;, is essential, it would scem, to the American Way of
Life.
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Chapter 12
PROFITS WITHOUT HONOUR

Work expands to fill the time available. Ad-
ministrators multiply. Governmental expenditure rises to
meet and exceed public revenuc. Of all this the result is,
inevitably, a vast increase in the share which government
takes of the national resources. The effect of governmental
expansion is to absorb more and more of the national
energy, initiative, ability and income; and the effect of a
crushing taxation is to drive out of the country all the re-
sources that it does not absorb.

Contemplating astronomic figures of revenue and fan-
tastic figures of waste, the embittered taxpayer begins to
regard taxation as theft. That is where he is tempted to go
wrong, for taxation as such is vital to civilization. Public
expenditure is justifiable for a number of necessary and
even noble purposes. That the citizen should contribute
towards the common defence, towards the dignity of the
state, towards the maintenance of justice and order, to-
wards the prevention of discase and the support of learning
is not seriously open to dispute. He owes a debt to the state
as well as to his ancestors and descendants. He was brought
up under its protection, induced to obey its laws, taught to
rely on its justice and endowed with a share of its fame,
Only the stateless know what it is to have no national
legend, pride or flag. For the privileges of citizenship the
individual must pay. Up to a point, moreover, the valye

173



THE LAW AND THB PROFITS

of the Pti.vilcgcs must depend upon the amount and readi-

ness of his payment. The state without revenue is a state

without power; demanding little, it has little, in turn, to
ive.

The proper amount of the revenue and the just assess-
ment of the tax are problems, essentially, of proportion.
Berween the point where the citizen gives nothing and the

oint where the state takes all there is, somewhere, the

golden mean. Earlier in this book some attempt was made
to show where taxation becomes excessive and dangerous.
1c would have been casicr, perhaps, though less practically.
aseful, t© fix a point below which taxation must be thought
;nsufficient- But as the tendency is always in the one dirce-
tion, the Pr?l?lcm must centre upon the point at which,
with taxes ISINg, we must agrec to call a halt. Were this
roblem solved with any dcgree of ﬁnality, our civiliza-
cion’s pcril W'Ould be less. To convince all that such a point
of danger €Xists, falling berween this pcrcentage and that,
would HCCd'PcthPS a bigger volume than this and from a
more illustrious pen. But there is space yet to discuss some
of the symptoms by which we can judge how necar to dis-
aster WE have already come. Even were we to rcject all per-
centages and graphs, arguing, as somc economists do, that
po two countries are alike, there are other indications which
are enough in themselves to convey a warning. There is
s ocial as wel.l as international disaster and we have good
reason to believe that Britain is very ncar the brink.

The danger signs appear in this order: First, it becomes
apparent Fhat government is absorbing too great a share
of the available talent and energy; thereis a decline, there-

174



PROFITS WITHOUT HONOUR

fore, in individual initiative and the spirit of inertia takes
its place. Second, there is a decline in the sense of property,
and the spirit of envy takes its place. Third, there is a de-
cline of freedom, and the spirit of dependence takes its
place. Fourth, there is a decline in the sense of purpose and
the spirit of rebellion takes its place. Finally, there is a
decline in artistic effort and the spirit of hysteria takes its
place. All this adds up to a decline in the sense of individual
responsibility, and so to a decline of individuality itself.
And while the technical trend of the age goes to make the
individual matter more, politically the trend is to make him
matter less. In this grinding of the individual to nothing-
ness, the most effective instrument is the steamroller of
taxation. Under its pressure the individual is merged into
the mass.

Take, first of all, the demands of government on the
national resources of trained intelligence and drive. In
times past the promising graduate was supposed to make
his choice between public service and private enterprise,
The Civil Service offered him security and public recog-
nition, slow promotion and moderate pay. Industry or
commerce offered him greater but more precarious re-
wards, swifter rise but a position less assured. And this is
still the contrast as pictured by many of the elderly o iJ].
informed. That it is totally false is being realized by the
few. In point of fact, the Civil Service has added to its orj
ginal attractions the lure of quick promotion and generoyg
pay. The successful administrator in an expanding service
expects to make £2,500 to /£3,000 a year, knighthood
complete, at the age of about 45. From that point he cap
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either rise to become Permanent Sccretary, with £/6,000 of
/7,000 a year, or aim at an early retircment with tax-free
gratuity, perquisites and pension. Without discussing what
all this costs the taxpayer, the point we must notice is that
the rewards in business, while still precarious, are less.
Directorships are more slowly achieved, more casily lost ‘
and less gencrously paid. Now that the civil servant is given |
a higher salary than the Minister under whose direction he :
is supposed to work, and now that the attractions of the ‘
career are beginning to be realized, the tendency must be,
and clearly is, for the ablest young men to seck their for-
tune in Whitchall rather than in the City.

In this tendency there is both good and ill. With so much
responsibility given to administrators, there is some merit
in a plan which ensures that the administrators are the best
available—more than ever in that India no longer claims
the best of all. So far as administrative efficiency goes, the
mOst one can say in general criticism is that the Civil Ser-
vice is more successful in recruiting talent than in devel-
oping the talent that it has. Leaders are neither created
nor eliminated by the processes of public administration.
While the best are promoted, the uscless are retained. In the
Navy, the Air Force or in business, there is a natural selec-
tion at work. The patrol craft on the sandbank, the jet
A epreo e ek o ot T e

terminated. There are no
equivalent risks in Whitehall, no system by which men are
either broken or made.
But the possible failings of the bureaucrat are the least of
the dangers in bureaucracy. The greatest danger rises specifi-
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cally from the bureaucrat’s success. The more implicitly we
rely upon his honesty and intelligence, the less we rely upon
ourselves. Instead of calling forth the energies of the people
an entrenched bureaucracy offers its own cnergy as a sub-
stitute. How far this tendency had gone was apparent in the
early days of World War II. The pre-war concept had been
that government would do all. Tanks and guns would
come not from factories but from ordnance depots. Indus-
trialists were told to mind their own business. Unofficial
efforts to help were rather discouraged than welcomed.
The Observer Corps, which was obviously essential, met
with departmental opposition and was actually financed at
first from private funds. No attempt was made to discover
where the country’s key points were—the centres where air
attack would cause the maximum dislocation. When the
problem arose of utilizing the country’s industrial resources,
the Ministry of Supply did not even know where the
factories were or what they did. Nor did the Ministry of
Labour know what the population amounted to. As for
the system of roof-spotters, which was to play a vital part
in maintaining production, it began as an individual effort
without official approval or aid. When it came, last of all,
to ensuring essential supplies of food and of tin containers,
the war began before the orders for them had even been
placed.

The concept of an exclusive war did not survive for long
the experience of actual conflict. Government, it was found,
when left to itself, manufactured little but delay. The
strength or weakness of the existing bureaucracy could be
measured indeed by the time which elapsed before it was
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swept aside. T hc. system has since re! . .‘CJ, Lo'wc"“'
and we are told, in effect, that government will think ff"
us and spend for us. More than that, government will
recruit the ablest among us and use their services in the best
possible way. In considering the advantages and draw-
backs of this plan we should do well to remember that
administrative ability is far less specialized than most
people suppose. There are certain pcoplc—vcntriloqu.is‘ts.;
operatic tenors, pugilists and trapezc artists—whose abilmcs‘
can be used only in a certain way. Burcaucrats are not, how--
ever, among them. The man who can govern a prison’
might as readily, perhaps, have edited a newspaper. A man |
who succeeded as a novelist was successful again in govern=
ing Canada. Another who designed aircraft went on from ;
there to write novels. So that it is perfectly possible for a
government to recruit many able young men whose abili-
ties might as readily have been used in another direction.
In some countries, at a certain stage of their development,
there might be little objection to this concentration of
effort. In Russia, perhaps, or China, there might be good
reason to marshal all available talent in the public service;
the eventual result might be held to justify the temporary
inconvenience. But the argument which might hold good
in a selfsufficient country is inapplicable to a country
which must export to live. Goods for export do not come
from official out-trays but from individual effort. From the
point of view, therefore, of economic survival, the Per~
manent Under-Secretary may matter a great deal less than
a writer of fairy stories for children. There are drawbacks,
therefore, in a system which lavishes favour on the bureau~
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crat while driving the potential exporter to take refuge
overscas.

The extent to which the national effort has been chan-
nelled into the public services is a matter not of supposition
but of fact. In 1956 the following numbers of pcople were
on the payroll:

Civil Service 386,000
Post Office 252,000
N.H.S. Physicians 39,000
Health Services 380,000
Ordnance Factories 120,000
Naval Shipyards 100,000

1,277,000

On the local government payroll there were:

Local government 1,556,000
Teachers 316,000
Police 76,000
Health service 142,000
2,000,000

Employed in nationalized industries there were:

Railways $66,000
Coal 783,000
Electricity and Gas 378,000
Docks 80,000

1,86{,()—00-

Here then are 5,174,000 civilians in government, local
government or semi-government cmploy. The addition of
the armed forces and some miscellaneous groups would
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bring the total to about 6,000,000. Out of a population of
51,613,000, as cstimatcd, this is no small proportion,
amounting in fact to almost one in cight. These figures
are only very approximate, for several reasons. To begin
Wi.th, the numbering of the Civil Service is difficult, there
being a dubious fringe of those partly employed. And then
t}_‘c population is an unknown quantity, so much so that
dlf?crcnt departments were working on quite different
¢stimates during World War II, with perhaps two million
PCOPIC overlooked by the Ministry of Labour.? But with
all inaccuracies admitted, it remains roughly true that
mere administration absorbs nearly two million people,
One out of every twenty-six persons and one out of cvery
elcvc.n adults below the age of retircment. Not all those
gubllcly employed are unproductive. Administration is,
i[?\;:ever, a dwindling British export, and those cngaged
Brita.i;u;l;mt contributing directly to the total of what
heavil to .se.ll.. The burden of 'this multitude weighe
Cogfon the initiative and enterprise of the few.

citizen fonted with such figures as these, the ordinary
CCOmcmuSt have his moments of gloom.. Nor will he
mentar mofe' cheerful as a result of s.tm':lymg the Parlia<
imPrcs}" Sessional Papers. He may, it is true, gain the
oppos 3501.1 that the Select Committee on the Estimates is
¢d, in general, to extravagance. The Committee, he

Ty note, went so far as to comment upon the £40 mil-

1 s
. Civil Service numbers are as difficult to establish, it being
LMPOILant to remember that there are some 200,000 of them over-
seas, of which about 6,500 employed in places like Germany and
Cyprus are from Britain,
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lions wasted on Swift aircraft, the £16 millions wasted on
combat vehicles, and even upon the comparable wastage
on Solent flying boats. The Committee’s reports are not,
he will find, without their note of regret. They sometimes
include phrases which come near to expressing disapproval.
It was evidently felt among the members that £ 5o or £60
millions might comprise a sum large enough to be misscd.
Nothing in themselves perhaps, these trifling losses would,
if repeated, add up eventually to a considerable sum. The
Committee has evidently in mind the words of the old
proverb, look after the millions and the billions will look
after themselves. But any momentary consolation to be
derived from the thought that there is one Committee on
the taxpayer’s side is lost again in the realization that all
these comments concern sums which are lost and gone for
ever. Little can be done, it would seem, to prevent the
losses that are still to come. These seem to be at once in-
evitable and immense.

It is a study of the tax outlook that saps initiative and
encourages inertia. There may be a handful of people who
find inspivation (a recently invented term) in a jungle of
regulations to evade, and of these a few will have seen how
to use inflation for their own purpose. But for the majority,
the prospect is merely disheartening. Why extend or
develop the business? More trade means more trouble but
no greater income. It was noticed, some years ago, in the
Department of Inland Revenue, that a certain great land-
owner was failing to collect his rents. Some farmers paid
him, others refrained, and it made no difference to him
whether they paid or not. He was therefore admonished.
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‘My lord Duke,’ said the tax authorities, ‘you must collect
your rents.” To this he replied terscly, ‘Collect them your-
selves.” This is an extreme case, where the cost of collection
came to more than the rent (after tax) was worth. But the
same inertia has spread right down through society untl
the workman comes to shorten his weck, keeping his wages
to alevel at which the tax is minimized. Initiative has largely
died away and the spirit of inertia has taken its place.

Next, there is a decline in the sense of property. It carr
not be otherwise, for the whole idea of private propert
rests upon the assumption that it cannot be confiscated
It may be taken from a convicted criminal or it may b
requisitioned for purposes of defending the realm, but §
should be, in general, sacrosanct. Nor is taxation, up to|
point, inconsistent with individual ownership. The ir
come is liable to tax but the estate still belongs to th
owner. But with the assessment of tax at over 509, and th
imposition of death duties at (say) 75%, ownecrship bé
comes no more than a precarious tenure. The State own
all but concedes something to the individual; a something
moreover, which can be varied at will. In these circum
stances all sense of ownership has gone, and with it all sens
of permanence. And there are many who welcome this los
f:onsidering that the individual has no right to such a veste
Interest as real ownership must imply. Others will questio
whether the individual is not, in fact, freer and happie
when relieved of his inheritance. To many the abolition ¢
private property is an unmixed good.

In arguments of this kind there is a measure of trut]
When we see old ctchings in which country houses a
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depicted as if from the air, we feel that seventeenth—cen-
tury family pride could go quite far enough. There may
be an unerring sense of proportion about the architecture
but the landscape seems too often to have got out of hand.
No one is to be grudged his wrought-iron gates, but
should they be approached by an avenue four miles long?
And what if the avenues converge from all points of the
compass, making a nobleman’s mansion the very centre
of his county and probably of his universe? Combined with
the aesthetic merits of this plan there must seem to be a hint
of lunacy. Is it healthy for a single family to be, or even to
think itself, as important as that? Historically, this egotism
could be justified. The story of the British Empire could
be re-told in terms of the country house, showing how its
avenues were extended until the viceregal lodge-gates
came to be located in Dublin, Williamsburg and Calcutta.
But the uneasy fecling remains that grandeur can be car-
ried too far.

It is also undoubtedly true that somc heirs to great
estate have felt imprisoned by magnificence and oppressed
by the overpowering past. They have grown up to dis-
cover that their house belongs to the butler and house-
keeper, their flower-beds to the head gardener, their woods
to the gamckeeper and everything else to the estate agent.
Rcading family prayers because it was grandmother’s
custom, dressing for dinner because it was father’s wish,
hunting because it is the proper thing to do and shooting
because it is the proper time of year, many a nobleman
has longed for the frcedom of Miami or Capri. Death
duties have been a relief to some, an excuse for pensioning
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servants and giving the Rembrandts to the nation. At lag
they have felt frec to seck refuge in Bermuda or Antibes,
playing with spcedboats or riding the surf.

Granted, however, that private property can become 2
sort of mania and that the reaction against it can take a
form still less admirable, the fact remains that its destruc-
tion will leave us with a world become colourless, aimles
and dull. Does not much of the beauty of landscape reflea
past pride in owncrship? The unanswerable argument for
property is acsthetic. There is, in many or most people, as
innate longing for beauty and order. For some this desiti
is satisficd by a fitted carpet in the parlour or by wall
flowers in the window-box. But when prosperity goe
beyond this point, expenditure can take one of two forms
It can either provide for the pleasurc of the moment or fo
a permanent assct in the ycars to come. The momentar
pleasures include those of sex, spectacle, gambling, drinl
and speed. They also include such admirable things 3
travel, danger and listcning to classical music. The mor
permanent pleasures include marriage, children, house
gardens, furniture carpets, trees and shrubs. In a normall
balanced life there should be room for both the momentar
and the lasting pleasure. The same person can enjoy paint
ing a gatc or hearing an opera. But it is gencrally fclt, an
rightly, that the sense of balance should be there. Th
young man obsessed with gambling and the old lad
obsessed with Dresden china are not only both mistake
but are guilty of the same mistake. They have lost thei
sense of proportion.

In an age of penal taxation and death dutics this sen

184



PROFITS WITHOUT HONOUR

of proportion is difficult to retain. For every argument of
common sense is on the side of the ephemeral pleasure and
against any sort of acquired asset. During the present
century the best investment has been, unquestionably,
travel. To have been to Bokhara or Sarawak, to Peking or
Cuba, is to have gained something not subject to assess-
ment. Your experience is something that cannot be taken
from you. It can, morcover, appreciate in value with the
tax-caused process of inflation. To visit Bali ncxt year
would probably cost more than to go there now and might
not even be possible. The place visited may even virtually
ccase to exist. Thus the man who can say ‘I remember, in
Shanghai, in the old days . . .” is fully entitled to his dreamy
expression. He has something which his younger friends
must simply do without. No one, surcly, has ever regretted
any recent cxpenditure on travel. But one’s attitude is the
same towards the ephemeral in any form. A night in Bang-
kok, an cvening in Hong Kong, a lost weekend in Paris
or a day at the races are alike in this, that they leave bchind
no taxable asset. The wreath of flowers dropped at dawn
into the ship’s wake off Tahiti may, in itsclf, be no proof
of sobriety and virtue, but no onc has yet tried to assess it
under Schedule D. The wine has been drunk and the girls
have grown old but there is nothing left to tax.

In the last days of the Roman Empire (or in the Singa-
pore, for that matter, of 1942) there was a natural urge to
drink the wine while it was there. Unless we admit, how-
ever, that our situation is exactly the same, we have sound
reasons for thinking that such an attitude would (for us) be
wrong. We should keep our sense of proportion. There

185



THE LAW AND THE PROFITS

are reasons, morcover, for concluding that the balane
should tip, if at all, on the side of the long-term and herit-
able pleasurc. Thesc rcasons are basically arithmetic. Sup-
pose the choice should lic between a week at Cannes anda
marble statuette for the garden, the onc will give pleasure
to us alone; the other (we may hope) to our neighbours,
gucsts and descendants. But the marble faun at the end of
the grass walk, white against the cvergreens, is subject to
death duties. So are the classical pillars and so are the mul-
lioned windows through which the light gleams at dusk.
Decath duties are levied on the stone-flagged terrace and
the Georgian candelabra, on the gilded clock-face and
almost, one might add, on the cooing of the doves. Warmly
as the sun may light the threshold, the shadow of the tag
collector falls ghastly on the chequered marble floor. Why
should we strive to create what none can inherit, or plan
the trees which nonc will live to sce? i
The menace of the tax collector is no idle figure d
specch. After the death, recently, of a distinguished authod
the Estate Duty Office raised the valuation on his house bi
£4,500. The exccutors cmployed an eminent estate-agen
through whose efforts this valuation was reduced again d
something like the original figure. The Estate Duty Offid
then tried to put a value on the film rights of a novel thd
had not yet been filmed; ahypothetical value on something
which was proved to be unsaleable. Defeated on this issua
their next move was to challenge the valuation of the copy
rights, seeking to fix a sum greater than a famous publish-
ing house was prepared to offer and more than an eminent
literary agent was prepared to ask. The expense of all this
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negotiation, the fees to solicitors, valuers and experts,
could come only out of the disputed estate. Finally, the
Estate Duty Office claimed interest on the duty that had
not been paid because it had not even been agreed. The
idea of private property is all but dead.

What has taken its place? Its place has been taken by the
spirit of envy. Behind the whole philosophy of taxation
there lurk two distinct idcas. On the one hand is the notion
that the taxation of the rich may dircctly benefit the poor,
giving them the food, shelter, warmth and medical care
which they would otherwise lack. The dangers in this plan
are obvious, more especially if the votes of the poor are to
decide on the extent to which this assistance should be
provided. Granted, however, that these dangers exist, it
can still be argued that the general purpose is benevolent. It
can be urged that pcople ought not to lack these clementary
needs and that, with modern productivencss, there is no
reason why they should. Of this argument it can at least be
said that people’s reasonable wants are the object in view.
In contrast with this, on the other hand, is the quite differ-
ent argument that the taxation of the more prosperous
reduces the scope for envy. The discomforts of rclative
poverty are thus to be lessened by the removal of relative
wealth. By this reasoning the undermining of established
prosperity is a good in itsclf, quite apart from any use to
which the money may be put. Of this argument it can be
said that it panders to some of the lcast creditable motives
of which the human mind is capable.

The envy felt by those who are not in want is not only
odious but stupid. As it is impossible for everyone to own
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a Rolls-Royce, the factory should be closed and the exist-
ing cars sold for scrap. If there is insufficient salmon and
grouse for everybody, there should be none for anybody.
If champagne is not available for all, it should be drunk
by none. But this is absurd. There can be no sense in pour
ing wine down the sink merely because there is not enough
of it. And what is is absurd when applicd to wine becomd
lunatic when applied to architecture. No onc clse is a penny
the worse off because the Duke of Normantower’s gatd
are gilded. Indeed, we are the better off and could admire
them (if we chose) more often than does he. No one should
be impoverished by the thought that the Marquess O‘.
Bath owns all the treasures of Longleat. Someone has t
own them, and why not the man to whom they happen to
belong? In all this sort of envy there s a revolting compound

f’f all the meanest sentiments, mixed with the crudest
ignorance and garnished

‘Were British fisc
to benefit the poor

mentali

with the most nauseating deceit.
al policy influenced mainly by a desire
. » much could be said against the senti
) ty 1volved in such an idea. But there would be
included some trace of humanitarian values, for which on¢
?OUI(,i fecl Tespect. The fact is, however, that fiscal policy
is guided rather by the second set of motives, by the spirit
of envy. Proof of this lies in those final brackets of surta¥
which aﬂ’e.Ct the merest handful of people. To reduce ta*
at those highes, levels from 95% to 75% would deprive
the revenue of only negligible sum, would leave no one
the poorer and Mmight save some ancient castles from demo-
lition or sale.. But those last fiscal severities were imposed
and are retained, not for any sound financial reason, not
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for the appreciable benefit of anybody, but simply and
solely to satisfy the malice of those whose minds have room
for little else. If finance based on sentiment is bad, how
much worse is a finance based on mere envy.

In past centuries, to deprive a man of his estate was the
punishment for some of the blackest crimes. To drive him,
as an outlaw, into exile might be the fit reward of treason.
To-day these punishments fall on those who have com-
mitted no offence. More than that, they fall on those who
bave rendered the highest service to the State. To this a
defender of the system might rejoin that hard cases make
bad law and that individuals must suffer for the common
good. Whatever may be thought of a justice so devised,
the question arises as to whether the common good is really
served. Injustice to one leads to the restriction of freedom
for all. With freedom lessened, what of the common good
remains?

To this question some would answer that the working
classes have willingly traded freedom for security. It can
further be argued that deduction of the tax from the pay-
packet lcaves many people unaware of the tax they have
to pay. In all of this there is some truth. But it is a question
whether the current security is really very secure. As a
smaller country, with much of its overseas investment
gone, Britain’s chicf assct lies in her stock of ability. Other
countries have larger populations, richer resources, wider
territorics and greater power, and to retain any sort of
position in the world the British must rely chiefly upon
experience, integrity, enterprise, knowledge and skill. Of
these resources too great a proportion is absorbed in
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overnment or in the battles of tax avoidance. Sor.ncthmg
%ema'ms, however, and with it much should be possible; yet
thesc are the very assets which the tax system tends to
destroy. Experience is vested in families which have de-
voted centuries of application to agriculture, commerce,
finance, investment and law. Integrity is invested in banks
and firms and merchant houses. For enterprise we look
to our inventors, explorers, technicians and artists; to our

men of imagination, perseverance, vision and drive. For

knowledge we look to our scholars, scientists and authors,

for skill to our navigators, enginecrs and craftsmen. Bat
these are the very people w

e penalize, persecute and drige
overseas. Unluckily, these losses are invisible, Who al
measure a decline in integrity? Who cap cnumerate gy
Inventions that have not been made, the books that h
not been written, the enterprises which hay b
?lace, the carcers not even bcgun? T e aka
1s not less real £,

hc 1058 to the o
r bein intan ible. . unm
m“Ch else is lost bcsidc;g. g1ble. With freedom
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parents. For it is against this purposeless life that the
younger folk are tending to rebel. Much has been written

and much remains to write about the adolescents of to-day;

about teddy-boys, gang-membership, flick-knives ang

bloodshed. But of one thing we can be certain; these are

to some extent products of the Welfare State. Theirg is

not a background of illiteracy, unemployment, sweated
labour and want. They are children who, by comparisop
with earlier gencrations, have been given everything except
a purpose in life. After having medical attention, food,
schooling and exercise, they display energies which pre.
vious adolescents seem to have lacked. The world they are
offered is unbearably tedious. Having no struggle for syr.
vival and being thoroughly bored with their surroundings,
the young invent a world of their own; and very repulsiye
it is. Upon the Welfare State, upon the whole idea of the
tax-supported Utopia, the teddy-boy provides the fing)
comment. Harking back, and significantly, to the Edwarq_
ian fashion in dress, to the last period before welfare yyag
established, he derides the present age as dull. And dull, £,
him, is exactly what it is.

Last symptom of all is the decline of the arts. It might
almost seem as if the spirit of rebellion which begins amop, g
side-whiskered adolescents in Notting Hill bas spread fropy,
them to long-haired decadents in Chelsea. This may ey,
in a sense be true. But there is some significance in the face
that the arts which flourish least are precisely those whicp,
have been taxed almost out of existence. We have seen that
tax incidence creates a preference for the ephemeral rathe,
than the permanent pleasure. Applied to the arts, ¢,
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