
House of Conunons 

Cnllndn 

SPECIAL CC:':ll:::TTEE ON AGRICULTURAL C(,n,)I~IOnS 

Room 268. 

~y dear Sir Arthur Currie:-

ottawa, Ontario, 
April 16, 1923. 

For the past five weeks a Select Committee 

of the House of Co~~ons, of which I have the honour to be 

Chairman, has been engaged in the examination of agricultural 

oonditions in Canada. I know of no more important subject 

than this for study by legislators in Canada at this time. 

On the 28th of :':arch I addressed the enclosed 

letter to Dr. J. C. Eemmeon, Associate Professor of Econonics 

of llcGill University, and with this letter, as you will see 

from my communication, I forwarded the agenda of the Committee 

copy of which, found on pages 5 and 6 of the :inutea 

of the first meeting of the Committee,I now take the liberty 

of onclosing to you. 

Not having heard from Dr. Hemmeon, I wired him 

on the 12th of April, asldng him whether he could give 

evidence before tile Committee tomorrow, the 17th. I received 

a telegram from hi~ the next day in these terms: 

"Regret it is impossible for me to leave 
110n treal." 
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As a graduate of two faculties in ~cGill 

University, I thin~ I am not doing wrong in expressing to 

you as Principal of the University, my disappointment in 

this attitude assumed by ~r. Hernneon. 

The question of the condition of agriculture 

in this country is largely a question of economics, and it 

would appear to me right and proper that the representatives 

of the people should aJPoal to the Universities of the country 

for help in the solving of the grave economic problems 'Hh.Lch 

confront us. 

I had thought of writing to ~r. HeI'lIIloon expressing 

my disa.ppointment, and asking [.im whether he would consider 

it unfair to himself if I took an opportunity of publicly 

referring to the fact that my Committee had a.p~ealed to the 

economists of the three great Ca.nadian Cniversitias, ~cGill, 

Toronto and Queens, and that only one, Toronto, expressed its 

willingness to help. I was discussing the matter on my way 

to otta~a la.st evening with Dr. C. B. Keenan and ~r. BO~ 

of the Gran' Trunk, and they both felt that before doing so 

I should advise you of the matter. 

Please do not think that I wish to be unduly 

critical of ~r. Hemmeon. It may be that lie is very much 

prossed in his work at this time. It may also be that in view 
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of the fisoal views of a oertain number of your Board of 

Governors, he feels it to be imprudent for him to express 

frankly his views on the situation, and the diffioulty 

arising from these two facts are responsible for his not 

replying to my letter until he had received my subsequent 

te legram. 

I have no de s ire to drag an unwilling wi tne ss 

bofore our Committee, but I feel that in justice to my 

alma mater, these facts should be laid before you. I am 

sending a copy of this letter to Dr. Hemmeon. 

Our Committee will be holding sessions for tm 

next two or three woeks, and if it were desired by Dr. 

Hemmeon to appear at a later date, the Committee would 

endeavour to suit its convenience to his. 

I remain, 

Yours very sincerely, 

Sir .Arthur '.V. Currie G.C U G , .J....... , 
Principal, l~cGill University 
~ , 

.... ontreal, P. Q. 

X.C.B., L.l...D., 
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SPECIAL COIr.~:ITTEE OH AGRI~:nnJTURAL CO:mITIC3S 

My dear Sir:-

Ottawa, Ontario, 
arch 28, 1923. 

A Conmittee of the House of Commons, of 
which I have the honour to be Chairman, has been for 
some weeks past engaged in the investigation of agri
cult~ral conditio s in Canada. 

1.1y view is that the present condition of 
the industry is due, in sone measure at least, to economic 
causes, and I wis· to enlist the assistance of oconomists 
in our efforts to solve the agricultural question. 

I desire to appeal to you for aid, ana I h~pe 
that you may be will~ng to come before the Committee and give 
us the advantage of your knowledge. 

I encloso herewith the first number of the record 
of our proceedings and evidence. On Pages 5 and 6 of this, 
you will see a memorandum of proposed subjects for investi
gation, ·{hich I submitted to the Committee and which, with 
a few additions and changes, was accepted as an agenda . 

On the assumption that you will be willing to 
come before the Committee, might I ask you to indicate the 
suujects on which you would be willing to give 4vidence? 

I would be glad to hear from you at your 
convenience, and if you would care to discuss the matter with 
me before coming before the Committee, I eXQect to be in 
!Jontreal for most of the time on and after thl.o.rsday, 29th 
I:arch, till the 8th of April. 

Dr . J. C. Hemmeon, 
ASSOCiate ~rofessor of Economies 
TcGill l!Jniversity, 
~'ontreal, i. "t. 

Yours very truly, 

I! A. 1. l1c1LASTER" 

Chairman. 
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A. R. ~cUaster. Esq •• 
Room.268. 
House of oommons. 
OTTAWA. 

_y dear .r. ~c.aster:-

Aprll 
Se'Ycnteenth 

1923. 

Thls will acknowledge 
receipt of your letter Of April 16th. with 
enclosure aa stated. 

I am yer7 sorr7 indeed that 
Dr. HeMmeon dld not iep17 in writing to 70ur 
letter of Maroh 28th. I haye seen him to-4a7 
and I knOW that he 18 wrl tlng to 7011. Let me 
gIve you the assurance. also. that Dr. Ream.on's 
reluotance In' goIng to ottawa ariaee sole17 
from the tact that he ~ears he w1ll not make 
any contrlbution to the matter under discussIon. 
I oan also as~ure you that hls reluctance dld 
not ari .. from any feellng that It would be 
imprQ ent for him to oxpress frankly his v1 ••• 
on the sltuatlon, owing to the flscal v1ews 
ot a oert.ain JlllJaHr of the .Board of Governors 
of acGIU 

81808 1 haYe been IdentIfIed wlth 
the thllYeJlalt7. am 1 can speak positively ot . 
t.ha~ pe~l04 •• 11_ I ~av ••• 'Yer •• en any 1~41oati9a 
OIl the part ot a .111g1. member of 'bhe Board ot Gayer
aora ot thle VnlTer.lt7 ot a ae.lre to Influenoe in 
&Dy .&7 the per_OBal T1e.8 of an7 prote •• or. Pro
fessors at thI. Vuiyeratty knOW that tb.7 are alway
at 11'beHJ' to expreas their perlonal Tie •• anphere 
th&y chOo.. All 1 ask 01 them 11 that they dle-. 
010 •• a kDGwl04se of the su~leo'. If there wal aDJ' 
att •• pt to .'l~le th.ir yle •• we certala17 could 
not call 0 F •• 1Te. a UnlTerl1tl &Dd 1. for oae. 
would not \01 ..... any atte.p' at Itifling the publl0 
.sprel.lou o~ the Tlewl of a., pro~ •• sor. or o~ 
lntluellClns that public &spre.1108 iD a117 _y. 1laZl7 
ot our pro~e_80ra haTe .xpre ••• 4.tb .... ly •• in the 
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A.R. MoMaster,Esq. - 2 _ 

treest manner on a variety ot subJeots nnd I think 
it is the duty of a University protessor to give a 
lead ~o publio opinion when he has anything worth 
while saying. 

Let me also add that I think It you 
had stated publlo11 that you had appealed to ,be 
Eoonomists ot MoGill in vain you would not have been 
plaoln~ the matter fair17. Your letter was not 
addres8ed to the Departm~nt ot Politioal Eoonoar a, 
RaGl1l, or to the University head. It was writtea 
to a member ot the Univeralty ~tatt anA I think one 
would oonolude from the oiroumstanoes that it was 
rather a person 1 letter than an otfiolal letter. 

I am v~ry glad that you·wpote to me • 
. 
. Ith all good wlahe., 1 am. 

Prlno1pal. 
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n~TRODUCTION 

Dr. Day and I have been asked to consider the desira

bility of substituting a Turnover Tax at the rate of 1% for the 

Sales Tax. Those who are in fevor of such a substitution are 

of the opinion that the Turnover Tax would be much more productive 

of revenue than the Sales Tax and that in some other respects of 

lees importance it would be more desirable. 

Dr. Day and I are of the opinion - for reasons set 

forth in our reports - that the superior productivity of the ~rn

over Tax has not been proved. On the contrary we are inclined to 

think that a Turnover Tax of 1% would yield rather less than a 

Sales Tax of 5%. We have reached this conclusion by different 

methods. Dr. Day has estimated the probable yield of both Taxes 

from a hypothetical series of transactions while I have made use 

of German and French e periments with Turnover Taxes and the prob

able yield of suoh a Tax in Canada on the basis of the estimated 

value of Canadian products. 

To meet the pressing demand for a larger revenue I have 

proposed an extension of the list of commodities liable to Sales 

Tax ruld as a last resort an increase in the rate, or the imposition 

of a Federal Succession Duty while,Dr. Day has advised that a 

commission be appointed to consider and r~ort upon public expen

ditures and revenues in Canada. 
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1. The Problem. 

2. Two methods of solving the problem. 

(al By decreasing our exp end i ture. 
(b By increasing our reveIDle. 

3. The Proposed Turnover Tax. 

(a) Description and comparison with the 
Sales Tax. 

(b) German and Fre roh experiments with a 
Turnover Tax. 

(c) Arguments for and against a Turnover 
Tax. 

Our present Dominion Taxes, particularly 
the Income Tax. 

4. 

5. Conclusion:-

That the proposed Turnover Tax at 1% would 

not yield as much as the present Sales Tax. 

That, in order to meet the existing situation, 

the Sales Tax should be imposed upon all goods, 

possibly upon services too. It may even be necessary 

to increase the rate. 

A Federal Succession Duty may be desirable in 

preference to an increased rate on the Sales Tax 

or it may be necessary to resort to both. 
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THE PROBLEM 

e have not balanced our budget and are not now doing 

so. Our net debt has increased and is increasing. In making 

these statements I have included the so-called indirect obliga

tions of the govern~ent. There is no good reason why these should 

not be considered a part of the net debt. They are for the most 

part in the nature of loans advanced to the Canadian national 

Railways and guaranteed by the government as to principal and 

interest. There are also inclllded,securities of the Grand Trunk 

Railway guaranteed as to interest. The amount of the net debt 

is shown below. 

Indirect Liabjljtjes G.T.R. Securities 

Yr. ending March 31,1924 
" " "31,1925 

02,417,783 
2,417,437 

000 omitted 

309,629 
365,915 

THERE AHE TWO 'lAYS OF MEETInG THIS UNFORTUN_TE SITUATION 

(a) By deoreasing our expenditure. 

216,207 
216,207 

(b) By increasing our revenue, i.e. our tax, receipts, 

or by a combination of the two. I shall not consider here a 

third method of deoreasing the burden, by means of inoreased im

migration - providing more shoulders to oarry the weight - as I 

assume that it is the purely fiscal and financial side of the ques

tion that we have been asked to consider. 

(a) Decreasing our expenditure. 

Unfortunately that portion of our expenditure whioh is fixed and 
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unalterable is very great - much greater proportionately than 

is the case in the United States. This portion is largely in 

the nature of interest on war debt, subsidies to the provinces, 

pensions, etc. It is very difficult in a country like Canada 

for any government to ourtail its expenditu~es ver.y seriously. I 

do not s~ that it is impossible but the alternative method -

increasing the revenue - seems more feasible. Nor should we forget 

that there 1ms been a very marked decrease in oertain kinds of 

expenditure - particularly oapital und special. Not much credit 

is due for the oessation 0 f railwey subsidies in our muoh be

railroaded oountry and there is still room for further curtailment 

in the expenditure on public works but such a proposal has little 

appeal for the average member of parliament. 

(b) Increasing our revenue. 

One proposition that has met with considerable approval 

from the business world is to substitute a Turnover Tax of 1% 

for our Sales Tax. In 1924 the Sales Tax ~oduced 100,990,000, 

in 1925 $66,707,000. Advocates of the Turnover Tax have prophesied 

that it will produoe from 175,000,000 to ~250,OOO,OOO. Presumably 

they antiCipate that the Turnover Tax will be imposed at the rate 

of 1% when~v r a commodity or possibly a service is sold - sub

ject of course to necessary qualifications for brokers, bahkers, 

professional men and so on. The tax will be on the selling price 

of the commodity or service and the receipts will be forwarded to 

the government monthly. The existing Sales Tax 1s a 5% Tax im

posed on the selling price of a finished produot and is paid 
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usually by the manufacturer or producer, sometimes by the 

wholesaler. Moreover a great many commodities - mostly food prod

ucts, exported commodities and those entering into further manu

faoture are not taxed. 

Probably the most important question to be considered 

is - will the proposed Turnover Tax be as productive as its ad

vocates believe? If it should be, they have virtually wan their 

case for it is additional revenue that is needed and that at al

most any cost. Most of the attempts that have been made to esti

mate its yield seem to me to be based on very insufficient data. 

There is too muoh guess work involved. We do not know the volume 

of sales in Canada, we do not know how many times the raw material, 

the semi-finished commodity and the completed product ohange 

hands before reaching the consumer. We can only ~tess and the 

guesses that have been made have resulted in an estimate of the 

productivity of the Turnover Tax as low as '40,000,000, as high 

as 250,000,000. 

It seems to me that something may be gained by a consider

ation of the experiences of other oountries with a Turnover Tax. 

Nearly every oountry in Europe, with the exoeption of Great Britain, 

has one. Germany has had one since 1918 based on a stamp tax in

stituted in 1916 on the transfer of goods. The existing rate is 

2%. France has one - Taxe sur le chiffre d'affaires - the rate 

being 1.4%. The German Tax produced about 1400 million marks 

($350,000,000) in 1924. The French Tax produoed 3,015 million 
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francs ($130,000,000). With a 1% rate the German tax would have 

produced about $175,000,000 and the French tax about $93,000,000. 

It is unlikely that a Canadian Tunlover Tax would pro

duce anything comparable . to the yield of the German and French 

taxes. Both Germany and France have many times the population 

ruld industrial wealth of Canada. Germany in particular is far 

more highly industrialised than Canada and its business turnover 

is much greater. 

The exponents of the Turnover Tax are of the opinion that 

it can be more easily ascertained by those reQuired to pay it 

than the Sales Tax and that it will cost less to collect. As one 

of them has said "Anyone who has a cash register needs no fUrther 

accounting for this purpose". These statements are probably 

true when applied to anyone individual or corporation, but they 

are not true when applied to the much larger Broups of individuals 

or corporations who will be liable for the payment of the tax when 

turnover is the test and not the sale of the finished commodity. 

They also say that it will produce a revenue gradually, if paid 

monthly and on the monthly turnover. This also is true. In 

addition it eliminates the possibility of paying the tax on bad 

debts but in such a case relief should be granted under the Sales 

Tax. 

The opponents of the Turnover Tax contend that it would 

have a tendenoy to produce concentration in business. There is 

no doubt that this charge is true though doubtless a certain amount 
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of concentration is desirable. The highly centralized trust 

would fare better than the corporation which bought its raw mater

ial and sold its finished product to other corporations for fur

ther production although doubtless this tendency could be met to 

some extent. 

Since many more individuals and corporations would be 

required to make returns under a Turnover Tax the expense would 

be greater and supervision more difficult,but this has been alluded 

to already in another connection. 

A third difficulty is· more serious. Should the tax be 

imposed on exports? The Germans have decided that it should, 

undesirable as they confess this policy to be and they have so 

decided largely on the ground that the only way of exempting ex

ports from the tax is to collect it and then grant a drawback. 

But to whom and in what proportions should such a drawback go, 

when it has been paid by several people and in different anounts? 

Under our existing Sales Tax no such difficulty is met for there 

is only one person to whom the drawback goes since there is only 

one person vbo paid the tax and in addition the amount of the draw

back is as easily ascertained as the amount of the tax. 

Our principal sources 0 revenue are Customs and Excise 

duties and the Sales and Income Taxes. An income tax is favored 

by most economists because it can be graded in accordance with the 

tax payer 1 s ability to pay. This is possible to a limited extent 

with the so-called indirect taxes by the use of ad valorem rates 

and heavier taxes on luxuries. A very important objection 
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to our existing income tax is the fact that the rates are much 

higher than those of the American income tax. A married man in 

the United States with an income of $7500. and no children pays 

a federal income tax of $60.00. In Canada he pays ~336.00. On 

larger incomes we find much the same difference though not so 

marked. I need not go into the undesirable results. True, a more 

logical method is to compare the total taxes paid by a Canadian 

with those paid by an .~erican. In fact there are good reasons 

for oonoluding that all taxes - federal, provincial and municipal 

are somewhat lower in Canada than in the United States but the 

American is as a rule better able to bear his burden of taxation 

than the Canadian is. 

Considering all these circumstances, what should be our 

conclusion? On the one hand it must be granted that an income 

tax no heavier than the American would be desirable since it is 

income tax and not all taxes that impresses people most. More

over, it is questionable whether a rate higher than 40% or 50~ 

on large incomes really yields as much in the long run as lower 

rates. Furthermore very high rates tend to lessen saving and 

investing. On the other hand most economists would probably 

oppose any such decrease in income tax rates as would materially 

reduce the receipts. As it is, only about one fifth of our tax 

receipts comes from the income tax while the American income tax 

produces three fifths of the tax receipts and the English income 

tax is responsible for nearly one half of the tax reoeipts. To 

put it in another way. Four fifths of our federal tax receipts 

come from taxes which fall much harder on the poor and middle 
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olasses than on the well-to-do. Our income tax is the sole 

federal tax that can be and is adjusted to the income of tihe 

payer. Under these circumstances I should hesitate to propose 

any material reduction in income tax rates and this for no person

al reason for I know of no one who is hit harder by our income 

tax than the salaried person. 

Our present Sales Tax is the successor of a modified 

form of Turnover Tax and in a general way seems to be a better 

tax. It is levied upon fewer people and is thus subject to 

better government supervision. Moreover the people who pay it, be

lllg manufacturers, have generally better means of estimating it 

as compared with other classes in the distributive process. It 

does not discriminate in favor of the integrated industry and the 

producer who deals directly with his customer although this is a 

discrimination which has its desirable side. 

As to the probable yield of a 1% Turnover Tax in Canada 

I doubt very muoh whether it would be as productive as the 

existing Sales Tax especially if the latter were imposed on all 

sales. I base my oonclusion on the German and French experiments 

with Turnover Taxes. The total value of all Canadian products in 

1924 has been estimated at $4,500,000,000. In this valuation 

there is oonfessedly much duplication, how much we do not know 

exactly. At a guess, and a very extravagant guess, the total net 

value is not more than $4,000,000,000. German, Amerioan and 

Canadian authorities tell us that a 1% Turnover Tax would produoe 
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the equivalent of a 2t% tax on the final price to the retailer. 

This would give us about 100,000,000 which is a little less 

than the Sales Tax produced during the year for which the esti-

mate of $4,500,000,000 was given. In addition if the Sales Tax 

were imposed on the sale of all commodities - and the esti~ated 

yield of the Turnover Tax is - the Sales Tax would yield even 

more. 

But as the German Chancellor remarked in concluding his 

speech on the Turnover Tax "Our conclusinns are very unsatisfac

tory and seem to lead us nowhere". What has a Canadian to 

propose in order to increase our revenue? In the first place 

an inclusion of those commodities which are not now subject to 

Sales Tax - particularly food products. Possibly an inclusion of 

services. As a last resort an increase in the Sales Tax rate. 

There is also a possibility that a Federal Succession Duty may 

be desirable. I am aware that this would be opposed by the 

provincial governments who now complain that the Dominion GoverR

ment has infrll1ged upon their proper field of taxation. But 

neoessity knows no law and other countries have both state and 

federal succession duties among them being the United states and 

some of the British DominioD& 



Page #11. 

ImT REVENUE - PER CAPIT~ t 1923 

Provincial 
Municipal or State Federal Total 

Montreal $44.71 $ 9.04 41.60 $ 95.35 

Boston 77.00 12.93 36.42 126.35 

Buffalo 59.18 13.21 36.42 108.81 

FEDERAL GOVERNMENT 

TAX AND REVENUE RECEIPTS - TOTAL A.liD PER CAPITA, 1924. 

United States Canada 

Customs $ 645,012,000 $121,500,000 

Inoome Tax 1,841,749,000 54,204,000 

Other Taxes 952.531 1 000 166,340,000 

Total Taxes $3,349,302,000 $342,044 t 000 

Per Capita 31.70 38.80 

Total Revenues 3,884,041,000 406,582,000 

Per Capita 37,00 45,58 

.. 
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lWTES on TURIWVER TAX MEHORAlIDUM. Page #1. 

The memorandum submitted is a rather elaborate discussion as 

to whether a 1% turnover tax will yield more than the present 

sales tax of 5%. That a turnover tax could be made to yield more 

than the present sales tax is not in dispute; the comparison is 

to be drawn between a 1% turnover tax and a 5% sales tax. 1hich 

of these two would be the more productive seems to me to be 

almost entirely a matter of the number of turnovers which Canadian 

products experience on the average. The memorandum says (p.28): 

" e do not think the number of turnovers would exceed seven on the 

average". but there is no indication anywhere of what is the basis 

of this estimate, nor is the basis of caloulation given for Mr. 

Carneron's four examples of turnovers on p.16. 

On the main question of the productivity of revenue - and 

apart from questions of economic expediency or fairness - the number 

of turnovers is the dominating faotor. Furthermore, it Is of 

little value to argue the expediency or the fairness of the sugges

ted change, if the turnover tax is not going to be more productive. 

In fact, it is put forvlard not only as more productive than the sales 

tax but sufficiently so to bring about a considerable reduction in 

income tax. 

It may be helpful to start with an artificially simplified 

case. Take the case of a commodity which changes hands seven times 

on the way to the ultimate consumer. and, to begin with, let us 

suppose no additional value is added to it; it Is merely passed on. 
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Again, for simplicity, suppose eaoh intermediary adds 10% to the 

selling price: 

5% 
UNDER SALES TAX 

1% 
UNDER TURNOVER TAX 

assuming ultimate consumer cannot 
shift the burden of the tax back. 

assuming every seller can shift the 
burden forward exoept 1% on the 
turnover tax itself. 

A sells at 100 

B sells at 110 

C sells at 121 

D sells at 133.1 

E sells at 146.41 

F sells at 161.05 

G sells at 177.15 
plus Sales 
Tax 5% 8.85 

186.0 

Final Tax yield 8.85 

A sells at 
s 1 

and t urnover tax 

B sells at -1 

C ndds 10,;/ 

and tur nJver ta.x 

C sells at 
D adds 10% 

anel t u.rl1Jver tax 

D sells at .., adds 10% .... 

.nel turnover tax 

E sells at 
F adds 10,& 

and ;urnover tax 

F sells a.t 
G adds 10f~ 

and tur n.)ver t~"t 

G sells at 

6e1.1.ing "Erices 

Aotual tax reoeived 

101 1 
10.1 

ID:.l 
1 . 11 

112.21 1.12 
11; 22 

123.43 
1.23 

124.66 1.24 
12.46 

1"37:12 
1.3'7 

138.49 1.38 
13.84 
r5~ 

1 . 52 --
153.85 1.53 

15.38 
r69;-23 

1.69 

170.92 1.70 
17.09 

r88.0l 
1.88 

1.89 

9.86 
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In this case and under these assumptions, the turnover tax 

yields a little more than the sales tax, on a single article, but 

the price of the article to the ultimate consumer is higher in the 

case of the turnover tax and this would have some effect on restrict

ing the total volume of trade, so that it is still doubtful whether 

in the aggregate the turnover tax would yield more than the sales tax. 

In the actual business world, B. C. and the other intermediaries 

would add additional value to the article by some further process of 

manufacture. On the same assumptions as before that each intermediary 

adds 10% to the purchase price before re-selling, the fact that B 

adds to the value of the material purchased from A by some further 

process can be shown as another column of figures starting at B. The 

value produced by A is embodied in the same article B sells, but B's 

additional contribution oan be conceived as sepurate for our purpose 

of studying the t ax incidence, and its yield. In the same way other 

columns of figures could be oonstructed side by side to represent 

the additional values contributed by all the other intermediaries, 

the main result being that on all parts of the value added subsequently 

to A, the turnover is less than seven and the a dval'It age of the sales 

tax is manifest. 

But, if we accept the statement - whioh I have no means ot 

ohecking - that the number of turnovers on Canadian products is on 

the average not more than seven, and if, to take the most favourable 

case for the turnover tax, we suppose the average number of turnovers 

to be seven, then our ono col~ as given oan be taken as suffiCient 

in itself, for what is lost by the turnover in some values being less 
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than seven is compensated for by the turnover on~her values being 

more . 

In so far as the burden of the tax is not shifted, the ultimate 

selling price is less and both taxes yield proportionally less. I 

do not know that it is possible to prove that the incidence of the 

sales tax can be shifted baok more easily than the turnover tax can 

be shifted forward, and in the absence of proof, it is a reasonable 

assumntion that the incidence of the tax would \wrk out in a similar 
~ 

way, so that for purposes of comparison, we can assume. as in the 

figures given, that the incidence is shifted to the ultimate consumer, 

as indeed the intention is said to be. 

With regard to the amount added - which the figures take as 10% -

by eaoh intermediary to tbe selling price , - the higher this is on the 

average the greater the advantage (or less the disadvantage) of a 

sales tax over a turnover tax. If 10% is considered too high to repre

sent the actual average, to the extent it is reduoed, the more favour

able (or less unfavourable) the turnover tax appears. 

The conclusions reached by me therofore are: the greater the 

number of turnovers, and the smal[/the amount added by ea oh interme

diary to cover his overhead charges, and the less the elasticity of 

demand, the more favourable will the turnover tax appear in comparison 

with a sales tax, but conSidering a 1% turnover tax nsagainst a 5% 

sales tax and assuming the average number of turnovers to be seven, 

thongh the turnover tax would yield a comparatively small excess on 

the average individual artiole, yet considering that the increased 

ultimate selling price would diminish total sales and that the cost 
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of colleotion of the turnover tax would be substantially greater, the 

turnover tax would not in the ag~regate produce a revenue materiruly 

differing from tl~t which the present sales tax produces. 

If this is so, it is hardly worth considering the fairness of 

one as against the other, but obviously the turnover tax penalises 

industries dealing in goods having a larger number of turnovers and 

favours those with a small number, and there does not seem to be any 

advantage or any fairness in that. 

Dismissing for the above reasons the turnover tax, there remains 

the general question of how to meet the fisoal r.eeds of the country. 

I believe that a high income tax has a discouraging effeot on enter

prise and that the tax should be reduoed at the earliest op~ortunity. 

The Memrandwn (p.ll) questions the validity of the argument that 

a high income tax disoriminates against new ente_~rise with an element 

of risk and puts a premium on investment in securities with fixed 

yields. "It seem to us", they say, "that there are inde:pencl.ent oauses 

for this preference, 'T and they mention some. The existence of 

independent oauses does not invalidate the argument. 

A ma.rried man, without dependents, with an inoCllle of 200,000. 

pays $97849.50 in income tax. If he could by inoreased effort and 

enterprise raise his income to 300,000, he has to pay 169,249900; 

that is, out of the additional 100,000. he could earn, he has to ~ive 

up 71,400. or 71.4%. What a man ~ill de or the sake of earning a 

dollar is considerably different from what he will do if he is only to 

to get 29 oents. 
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While fUlly recognising the disadvantages of a high income tax, 

it is another matter to consider if the income tax oan be reduced 

by the substitution of a new form, or an increase of another old 

form, of taxation. Writing after only trxee years experience of this 

country, I should be inclined to trust to the gradual return of 

prosperity, the lightening of the burden of the National Debt by 

Conversion Loans as opportunity arrives, and a much stricter control 

of national expenditure so as to avoid waste and inadvisable commit

ments. These faotors would permit of a gradual reduction of the 

income tax. If, however, the position is really so difficult that 

something more must be done and new fisoal expedients devised, perhaps 

we might follow the British precedent and appoint a strong oommittee -

such as the Colwyn Committee - If to ascerta.in the state of the Public 

Debt and the incidence of taxation and to fulfil the task of making 

inquiries necessary for the prepa.ration of new means for the extinction 

of the War Debt.1f 
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There also present themselves to us the further 
questions as to the reasons leading up to the enactment of this 
bill, and also whether it has had any detrimental effect upon the 
export business of Canada wi th Germany and France. 

~e realize we are drawing considerably upon 
your time, but in our deep interest in the question, we especially 
desire the opinion of one whose view is as broad as your own. Any 
information that you can give us will be much appreciated. 

Yours very truly, 

MARSHALL FI~LD & COMPANY 

BY 



JOHN G. SHEDD 

PRESIDENT 

~IARSHALL FIELD & COMP.A1I."'Y 

CHICAGO 

Sir Arthur Currie,President, 
McGill University, 
Montreal, Canada. 

Dear Sir Arthur: 

Decanber 2nd, 
1 921 • 

You are no doubt aware that there is bmng 
actively promoted in this country a change in the tariff 
policy, wnich has always eXisted, of assessing the ad valor
em duty on the foreign cost, and substituting therefor an ad 
valorem assessment of duty upon the ~olesale selling price 
in thi s country. 

'.7e are act1 vely opposing this measure as we 
believe that apart from its being an unworkable scheme, it 
Will operate to greatly enhance prices and largely curtail if 
not entirely wipe out imports, wi th a oonsequent reaction upon 
the export business of the country. 

In our study of the subject, we have taken note 
of the action of the Canadian government, last June, in disal
lOwing, when computing the value for duty purposes, any depre
Ciation in foreign crurrency in excess of fifty per cent of stan
dard or proclaimed values. It Vlou1d seem that this wruld bar 
out any goods from Germany and other central European countries 
and have much the same effect with respect to goods from France. 
If you have access to the f1gures we would be much interested to 
know whether the comparative imports fram France, Germany and other 
central European countries during the months succeeding the pas
sage of this act, as compared with like months in 1920, bear out 
our assumption. The OOmparative figures .nth the average of the 
years 1912, 1913 and 1914 would also be interesting. 
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