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~ NOTES CN THE BUDGETS OF J. H, HOFMEYR 

General - Introduction 

The South African public accounts are dealt with under two heads: 

the Revenue Account and the Loan Account. "The Revenue Account embraces all 

services of a recurring nature - services which therefore should be financed 

from recurring sources of revenue. The loan Account deals with services of 

a capital nature - services producing material assets which can reasonably be 

financed by borrowing. 11 (l) 

The Budget speech is usually delivered in Parliament by the 

Minister of Finance in late February or early March. In his speech the 

Minister outlines the government's financial policy, dealing first with the 

past year (ending on 31st March). Brief details are usually given of the 

latest est:imates of revenue and expemiture as compared with the original 

est:imates made in the Budget speech for the previous yearo A review of the 

general position of the country's econany is usually given, attention being 

paid to the balance of payments, money, banking and the public debt. 

Est:imates of expenditure on Revenue Account for the forthcoming 

year are then proposed, particular attention being given to supplementary 

proposals i.e. expenditure additionJ2)to that contained in printed est:imates 

already tabledo Total revenue expenditure is then canpared with the total 

revenue expected on the existing basis of taxation. There may be proposals 

for transfers to or from loan Account and an indication of whether any surplus 

from the previous year's Revenue Account is to be brought forward on that 

Account, or transferred to loan Account. 

The net effect of the foregoing may be an apparent surplus or 

deficit on the Revenue Accounto This is usually dealt with by proposing re-

missions of, or additions to, taxation. The opportunity may also~ .be taken to 

revise the existing tax structure. This may be done to stimulate or curb 

certain sectors of the econany or simply to make the taxation system more 

efficient or equitable in the eyes of the government. A snall deficit or 

(1) s.A. Public Finance and Taxation, 1933-53, J.E. Holloway, S.A.J.E. 
March 1954, P• 107. 

(2) Not to be confused with Additional Estimates which may be subnitted, 
later in the year. 
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or surplus may remain which is not usually significant. Expenditure and 

revenue is estimated on a conservative basis and more often than not a surplus 

is actually realised at the end of the year. 

The Loan account is then dealt with. An indication is usually 

given of the total expenditure expected on Loan Account, the total credits 

(eog• from gold mining leases, and loans repaid etc.) and the total to be 

borrovred. 

At the conclusion of his speech the Minister proposes that the 

House go into Committee of Supply on the Estimates of Expenditure and into 

Committee of 'Ways and Means on taxation proposals. The debate is then 

adjourned for a few days during which time the Opposition studies the Budget 

proposals. The proposals are then debated on a general basis, the Opposition 

taking the opportunity to criticise the government's financial policy. The 

debate invariably concludes with a division, after which the House goes into 

Committee of Supply and considers each vote separately. This may go oo fm-

nearly 3 months until each vote has been approved. Because of the magnitude 

of the task, it is not usually possible to debate fully every vote. Towards 

the end of the period votes may be passed through without debate. The 

Minister then brings up a Bill (The Appropriation Bill) to give effect to the 

estimates of expenditure adopted by the House. 

The Committee of Supply debates are interspersed with other business 

of the House including the Committee of ways and Means on Taxation Proposals. 

This COllllllittee discusses the taxation changes proposed in the Budget and 

concludes with the Minister bringing up various Bills to give effect to them 

(e.g. The Incane Tax Bill, Customs .Amendment Bill and Excise Amendment Bill.) 

The House will also have considered a Bill (The Finance Bill) to give effect 
\ 

to other proposals made in the Budget. Additional Estimates of Expenditure 

not included in the original Appropriation Act may also be put forward and 

Additional Appropriation Bills passed. 
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At the beginning of the year (before the Budget speech) the Minister 

will have introduced a Part Appropriation Bill. This authorises expenditure 

for the forthcoming year : from the beginning of the year until the Appropria

tion Act has finally been approvedo The Past Appropriation Bill provides for 

global amounts which can be spent only on existing services. In preparing 

the Budget Proposals the Minister is assisted by the Secretary of Finance (l) 

who is on the perm.anent staff of the Treasury. Estimates of Revenue on the 

basis of existing taxation are received from the Commissioner of Customs and 

Excise, the Commission for Inland Revenue, and the Postmaster-General. 

Estimates of expenditure are sul::mitted to the Treasury by the permanent heads 

of Ministerial di visions. Programmes of new -works will have been discussed, 

with the Treasury in advance by the Ministerial Head of each division. The 

revenue proposals presented in the Budget 11are not an autonomous plan in the 

same sense as the estimates of expenditure. The total revenue required is 

determined by the total bill to be met (which by that time will be more or 

less decided. 11) (Z) On the Revenue Account a decision has to be made on the 

distribution of the burden bet'W'8en the various sorts of taxes. On loan 

Account the choice lies between borrowing on short term or long term al.so 

bet'W'8en borrowing at home or abroad. other decisions may affect both 

accounts. If a surplus arises from the previous year's activities it must 

be decided to 'What extent this will be used for Revenue or loan expetrliture 

in the forthcoming year. In war time special problems arise. The major 

portion of Defence expenditure is normally treated in peace time as recurring 

expenditure, to be included in Revenue Account and financed fram taocation. 

In war time this principle cannot usually be follov."8d. Because of the heavy 

amounts of De.fence expenditure it is considered that part of the burden should 

be shifted to posterity. Thus a decision has to be made on the respective 

proportions to be borne by the Revenue and Loan Accounts. (J) 

(1) 
(2) 

(3) 

Dr. J.E. Holloway from 1937 to 1950. (S.A.J.E. March 1954, P• 1CY7). 
Public Finance. Ursula K. Hicks Cambridge 1955. Po 66. (Mrs. Hicks deals 
with the British system of Public finance to which the South .African 
system is similar in some respects.) 

In fact, it is doubtful whether the bin-den can be shifted to posterity -
only its distribution. See U.G. 48/ 45 Taxation and Fiscal Policy, para 

145. 
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The Budget, does not, of course, necessarily reflect the financial policy 

of the Minister of Finance. It represents the financial policy of the 

government. The Minister's duties are to advise the Cabinet on financial 

matters and to expound the government's financial policy in the House. 

In order to ascertain J .H. Hof'meyr' s own views on financial policy, it would 

be necessary to examine the minutes of Cabinet meetings as well as those of 

various formal and informal meetings in or outside the Treasury between 

Hofmeyr and his advisors. Thus, were any reference may be made in these 
C.o,.$1'f'u e. .( 

notes to "Hof'meyr' s financial policy 11 this must be ae:e.:fiim:ted accordingly. 

The Budgets 

The Budget for 1939-40 was proposed by Mr. N.C. Havenga. Mr. 

Hofmeyr was responsible for the Budgets su1:mitted for the years 1940-41 to 

1947-48. The Budget for 1948-9 was again su1:mitted by Mr. N.C. Havenga. 

It is of interest to note that, except for a very short period in 1948 when 

Mr. F.C. StUl"rocl'f was the incumbent, the post of Minister of Finance was 

held by Mr. N.C. Havenga or Mr. J .H. Hofmeyr for the whole period from 

30/6/24 to 2/12/54, just over 30 years: Mr. Hofmeyr being responsible for 

the period from 6/9/39 to 15/1/ 48 and Mr. Havenga for the remainder of the 

period. This makes it difficult to compare Hof'meyr' s policies with those 

of his predecessors or successors, since this would mean comparing Hof'meyr 

only with Havengao In fact, it has been stated that "in regard to f'wlda-

mental issues there was very little difference between them in their approach 

to the subject. Gr Public FinanceJ. (l) Difficulties of canparison also 

arise fran the fact that conditions dUl"ing Hofmeyr1 s term of office were 

abnormal. Of the eight Budgets su1:mitted by Hof'meyr six may be regarded as 

War Budgets, the other two being dominated by problems relating to post-war 

reconstruction. Nor does it seem profitable to attempt a detailed 

comparison with other countries (e.g. The United Kingdom, Australia, New 

Zealand and Canada) since conditions in those countries were very different 

(l) J.E. Holloway, op cito, P• 107. 
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from those obtaining in South Africa. Apart from South Africa I s great 

reliance on gold mining as a source of revenue it is also a fact that there 

was great controversy in South Africa as to whether she should have entered 

the war. One result of this was that there was a lack of constructive 

criticism and co-operation by the Parliamentary Opposition in regard to 

South Africa's war effort. 

A summary of the proposals contained in the armual Budget speeches 

is given in Table (1). This table illustrates for each year the expected 

position as regards revenue and expenditure. It must be emphasised that 

it does not give the whole picture, but merely the position as it appeared 

at the be ginning of the year. This can be seen by looking at Table (2) 

which compares the Budget proposed expenditure with the expenditure 

appropriated, as well as with the actual expenditure for each year. In 

1940-41 for example, the original Appropriation Act provided for just over 

£55.7 million on the Revenue Account, but over £10 million was asked for in 

Additional estimates later in the yea:r making a total of just under £66 

million. The actual expenditure was just over £63 million. It should be 

mentioned that Additional Estimates are necessary even if it appea:rs that 

there will be savings on certain votes on the original Appropriation, as 

such savings carmot be used to meet deficits on other votes. This explains 

why Additional Appropriations are found necessary even though, in total, 

Actual Expenditure may not exceed the original Appropriation. 

Considering first the Revenue Account it can be seen from Table (1) 

that there was a steady growth in proposed total expenditure up to 1945-46 

after which expenditure tetrled to fall, only to shoot up again in 1948-49. 

Up to 1943-44 the growth of total expenditure was mainly due to the increase 

in Defence expenditure or, more correctly, due to the transfer of increasingly 

la:rge amounts to the War Expenses Account. In 1944-45 we still have an 

increase in the amount transferred to War Expenses Account but the increase 

in total proposed expenditure was largely due to an increase in "other 

Expenditure"• In 1945-46 there was a substantial drop in Defence expenditure 
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but an even more substantial increase in "Other Expenditure", so that total 

expenditure once again increased. In 1946-7 and 1947-8 there were in

creases in "other Expenditure" but Defence expenditure dropped to such an 

extent that total expenditure actually dropped for the first time since the 

beginning of the period. In 1948-49 there was a further substantial drop 

in Defence expenditure but a noteable increase in "Other Expenditure II so that 

total expenditure reached the highest point of the period. 

The Loan Account was similarly dominated by Defence expenditure. 

It can be seen that in the first two years of the period it was proposed to 

charge comparatively small amounts to the loan Account for Defence purposes 

but that thereafter the amount increased sharply some attempt apparently 

having been made to offset this by restricting the amounts borrowed for 

other Requirements. Af'ter 1945-46, when Defence expenditure was no longer 

charged to the l.oan Account, the amounts borrowed for Other Requirements 

increased sharply - a movement anologous to that of "other Expenditure II on 

the Revenue .Account. In both cases we must remember that the purchasing 

power of money dropped over the period and that there -was an increase in 

population. The National Income also increased due in part, of course, to 

the foregoing factors. 

We must remember that on loan Account, just as in the case of 

Revenue Account, there were in some years substantial additional estimates. 

In 1940-41 for example, it was originally proposed to charge £2 million to 

the I.oan Account for Defence purposes. In fact, £39-}m. was actually voted 

for this purpose; £23m. being asked for in the First Additional Estimates 

in August and a further £14. in the second Additional Estimates in the 

following Januaryo This was admittedly most unusual as a glance at Table 

(3) will show. 

It may be of interest even at this early stage to take a brief 

look at Defence expenditure especially with regard to its division between 

the Revenue Account and the .loan Account (Table (4)). It can be seen that 
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in Ho.tmeyr 1 s first Budget (1940-41) he planned to meet the greater part of 

Defence expenditure (85.7fo) from Revenue Account. However, later in the 

year it became apparent that large additional amounts were required, most 

of which was charged to the loan Account. In 1941-42 6Cf/o of the charge to 

the War Expenses Account was made to loan Account and 4<:J'/o to the Revenue 

Account, no additional amounts being found necessary. Thereafter the charge 

was distributed equally until 1945-46 when Revenue Account bore 55fo and loan 

Ace ount 45fo. For the remainder of the period, the war being over, Defence 

expenditure was charged wholly to Revenue Account in the normal way. 

It must be emphasised that the position has been represented only roughly. 

The Actual expenditure shown on loan Account has not necessarily all been 

financed by borrowing, since the actual surplus on Revenue Account at the 

end of each year was in many cases transferred to Loan Account, which means 

that certain "loan Expenditure" was in fact financed from Revenue. It must 

also be remembered that the Defence vote, or War Expenses Account, did not ,. 

provide for all expenditure attributable to the war. No account has been 

taken of the expenses of the Directorate of Demobilisation, Internment Camps 

and Governor General's War Fw:n, for example. Disregarding this for the 

time being, we can say that actual expenditure on Defence for the years 

1940-41 to 1945-46 amounted to just over £514 million in all, of which just 

under £242 million appeared on Revenue Account and just over £272 million on 

Loan Ace ount. In other words, of the £514 million,{, at least 47fo was met 

from current taxation. In fact it has been stated that in 1941 Mr. Ho:Oneyr 

''laid down the rule that 5Cf/o of war expenditure should be covered by current 

taxation and this proportion was more than -attained throughout the war 11 • (l) 

This percentage is of course somewhat arbitrary as there is no objective test 

by which to measure it. Dr. Holloway regarded it as reasonably high. 

(1) Dr. J.E. Holloway, op cit., p. 108. 
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Global Ta~tion Proposals. 

For the purpose of outlining the changes in taxation introduced 

in J.H. Hoimeyr 1 s budgets it will be convenient to consider these under three 

main headings as follows :-

1940-1 to 1944-5. These were all years in which substantial 

additional taxation was imposed as can be seen from table (1). They may 

be regarded as war budgets. 

1945-6. This year's budget may be regarded as a transition one, 

no substantial changes being made in the tax structure. 

1946-7 to 1947-8. In these two budgets substantial tax remissions 

were granted. They may be looked on as post-war budgets. 

The Budgets for the years 1940-1 to 19M,-5. 

Some idea of the magnitude of the additional taxation proposals 

made during these years can be gained from table (5.B). This table is derived 

from table (6) and shows for the 5 year period the totals of the additional 

amounts which at the beginning of each year were expected to be received 

during that year. We cannot of course read too much into this table. The 

amounts shown bear no relation to actual amounts received from taxation. It 

is only necessary to point out that extra ta.."<:es imposed in the first year of 

the period, for example, wovld provide extra revenue for the whole of the 

period. Bearing this in mind, the largest categories of additional proposals 

(each one over 5fo of the Proposals) were as follows: 

Gold Mining 
Excises etc. Cigarettes, Tobacco am Liquor 
Excess Profits Duty and Special L3vy 
Normal and SUper Tax 
Canpany Taxes 
Customs etc. on Petrol, Tyres and Tubes 

19.5% 
16.8~ 
13.~ 
13.zfc 

7.37o 
6.3% 

In order to gain a rough idea of the effects of these additional 

proposals on actual revenues received we can cmpare the revenues received 

in 1939-40 with those received in 1945-6. This is done in Table (7). 

(Since the Budgets for 1939-40 and 1944-5 involved comparatively small 
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taxation changes and since some truces are actually collected in arrears the 

years chosen will do for this purpose). Again we must bear in mind the 

limitations of the compairison: most heads of revenue are liable to change 

fortuitously, for example customs duties under the influence of shipping 

shortages. Bearing this in mind, the most important heads of actual revenue 

(each one over 51- of the total revenue) are as follows: 

J..239-40 

Normal Tax, Gold and Diamond Mines 
Customs Duties and Fees 
Nonnal and Super Tax, Individuals and Companies 
Posts, Telegraphs and 'phones 
Excise Duties 

1945-46 

Normal and Super Tax, Individuals and Companies 
Excess Profits Duty am Trade Profits Special levy 
Excise Duties 
Normal Tax and Special Contributions, Gold and Diamonds 
Customs Duties and Fees 
Posts, Telegraphs and 'phones ' 

22.5% 
20.8~ 
16.5'/o 
13.0'/o 
6.Sf. 

20.3% 
17.'l'/o 
12.Sf. 
12.87c 
9. Cf/,, 
7.71,, 

... 

It can be seen that Normal and Super Tax on indi vi.duals and 

companies became the chief provider of revenue whereas previously it had 

been third on the list. Excess Profits Duty and Trade Profits Special levy, 

which were new taxes, occupy second place. Despite the large proposals for 

additional taxation on gold and diamond mines, this head of revenue dropped 

.from first place to joint third place. Excise duties moved up on the list, 

possibly reflecting the inelasticity of demand for such goods as cigarettes, 

(tobacco and liquor which, combined with their "non-essential" nature, makes 

them such ideal targets for taxation. Customs duties and fees dropped .from 

second to fifth place, partly ow.i.ng, no doubt, to the shortage of shipping 

space during the war years. 

Considering the period as a whole, it would be of interest to know 

which heads of revenue were singled out for early attack and which were in-

creased later. In order to do this, the proposals have been divided into 
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two parts: those made up to and including 1941-2, and those made later. 

The result is shown in Table 8 (a)., The headings under which the largest 

proposals wre made in both periods are as follows :-

1940-41 to 1941-42 

Gold Mining 
Normal and Super Tax 
Company Taxes 
Excises etc. Cigarettes, tobacco arrl liquor 
Customs etc. on Petrol, tyres arrl tubes 
Excess Profits Duty arrl Special Levy 

1942-41.. to 1944-45 

Excises etc. on Cigarettes, tobacco and liquor 
Excess Profits Duty and Special Levy 
Normal and Super Tax 
Gold Mining 
Fixed Property Profits and Transfer Duty 
Customs etc. on Petrol, tyres arrl tubes 
Death Duties 

28.5"/o 
15.6"/o 
10.Jf. 

9.5"/o 
7~3"/o 
7.CJ'/. 

24.of. 
20.41-
10.w.; 
10.st. 

6.5% 
5.4% 
5.2"/o 

matter. 

This is admittedly not a very scientific way of approaching the 

From some points of view it would be better to view each proposal 

against the revenue which would have been received under that heading on the 

basis of pre-existing taxation. This is not possible however, where many 

entirely new taxes are proposed. Nor is it possible to relate the proposals 

to the various headings of national income and expenditure, as adequate data 

for this purpose is not easily obtainable for the period under review. 

Bearing in mind the limitations of the data, it appears that the gold mines 

wre an early target for increased taxation but that in the latter part of 

the period they dropped down in the list. This no doubt was partly owing to 

the fact that they were by then so heavily taxed that there was correspondingly 

less scope for additional taxation. Their place as principal target for 

additional taxation proposals was taken by cigarettes, tobacco and liquor. 

Emphasi11 also switched to taxation on business excess profits which moved up 

from sixth to second place. 

Budget for 194~ 

By comparison with the foregoing budgets, this budget involved only 
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small changes in the tax structure. Changes made to normal and super tax 

actually involved a reduction in the amount of savings levy paid by the tax

payer; but because this levy was thenceforth to be regarded as revenue and 

not as a loan it shows up as an increased taxation proposal. The only other 

change of note was an increase in the rate of stamp duty on brokers' notes. 

Budgets for 1946--47 and 1947-48. 

These were the years of large tax remissions. The remissions 

granted are shown in table 8 (b), from which it can be seen that the largest 

global remissions were as follows :-

Excess Profits Duty and Special Levy 
Gold Mining 
Customs etc. on Petrol 
Personal Savings Levy 
Fixed Property Profits and Transfer Duties 

45.zt, 
16.(ifo 
13.1"/o 

8.7"/o 
6.af,, 

It can be seen that taxes on excess profits wre given special 

attention, followed by gold mining and customs duties etc. on petrol. 

~tio!L..fQJl.Qz. 

This part of our notes will be concerned with the Government I s 

policy of taxation as indicated in J.H. Hof'meyr•s Budget speeches. Policy 

is here used in the sense of the reasons behind taxation proposals - other 

than the obvious one of raising needed revenue. 

some taxes chosen rather than others? 

In other words, why were 

We can start with the Budget for the year 1940-41. A feature of 

.... 

this Budget was the large contribution by the gold mines towards the reduction 

of the apparent deficit, amounting to just over 70 per cent of the total re-

quired. It must be said at once that this did not all represent an 

additional burden on the gold mines. Prior to the Budget there had been an 

increase in the price of gold and the government had "taxed II the gold mines 

in a rough and ready way by purchasing their output at 150/- per ounce arrl 

selling it again at 168/-. The resultant profit (less realisation charges) 
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had accrued to the Treasury. This system ws abolished and the mines were 

allowed to take the full price for their prcxiuct. Thus approximately half 

of the 70'/o mentioned previously did not actually represent increased taxation 

as far as the gold mines were concerned. The remaining half, still a 

substantial amount, represented a special contribution levied on the gold 

mines. Reasons given for imposing this levy were: firstly, the new Excess 

Profits Duty was not suitable for the gold mines, because the method of 

determining excess profits was inapplicable; secondly, a higher rate of 

tax was necessary because the gold mines were making profits fortuitously to 

some extent - because of the increased gold price. 

This Budget also introduced an Excess Profits Duty. Mr. Ho.fmeyr 

stated that there were two main reasons for its imposition. The desire was 

"not merely to secure additional revenue •••• but also to discourage the 

making of excess profits at the cost of the consumer. 11 These are contradictory 

aims since if the second aim was fully realised there would be no additional 

revenue available. Mr. Hofmeyr realised this and indicated that the second 

aim was more desirable. ''Undoubtedly, 11 he said, "it is better to prevent the 

earning of excess profits than to tax excess profits •• •• Despite my interest 

as the tax-gatherer, I have no desire to see this source of revenue yield very 

large amounts. 11 (l) 

The first Additional Estimates for 1940-41 wre so large as to 

constitute a second budget. The taxation proposals were widely spread and 

the Budget speech is of interest for certain principles of taxation which 

Mr. Ho.fmeyr stated should be borne in mind in the then prevailing conditions. 

Thus he said that taxation proposals should: 

(l) Raise the cost of living as little as possible; 

(2) Not disturb the existing economic structure or impede economic developnent; 

(3) Combat inflation by checking excessive spending: 

(a) by encouraging saving 

(b) by bringing into the Exchequer money that would otherwise be 
spent wrongly. 

(1) See B.S. Yamey The Excess Profits Duty in South Africa S.A.J .E. Dec.1942. 
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The necessity for combatting inflation recurred as a major policy 

aim :in most of Hofmeyr1 s Budgets: this is not surprising in circumstances 

of war and much significance cannot be attached to it. 

The Budget for 19"1-42 introduced sweeping changes in the income 

tax structure. The rates of tax were increased - as opposed to merely 

changing the surcharge. Also a system of fixed rebates was introduced in 

place of the old system of abatements. 

system more progressive. 

This had .the effect of making the 

Non-Resident Shareholders Tax was introduced for the purpose of 

redressing the discrimination in favour of shareholders outside the Union, 

who often escaped super tax on the dividends they received fran Union 

companies, 

Undistributed Profits Tax was introduced not for the sake of 

revenue directly derived frcm it but because it would encourage the distribution 

of dividends - which would then be subject to super tax, thus increasing that 

head of revenue. Although the rate of Excess Profits Duty was increased, 

there was an increase in the statutory percentage of profits allowable to 

newly established companies which together with certain other concessions was 

designed to obviate the checking of investment. 

In the Budget for 1942-43 the problem of inflation was again given 

prominence and the need was stressed for drawing off the surplus of purchasing 

power by means of certain types of borrowing and by taxation. Mr. Hof'meyr 

said that the time had come for the introduction of compulsory savings. This 

was done by imposing a loan levy in respect of which Union loan Certificates 

and Stock Certificates were issued. An um.isual feature was that certificates 

issued in respect of smaller amounts (under £20) were to be redeemable 

immediately, if desired, although at a penalty discount. 

A Land Sales Profits Tax was imposed, the purpose of which was to 

discourage speculation in fixed property. 

1 I Mr. Hofmeyr stated that the Excess Profits Duty had been criticised 

on the grounds that it gave an unfair advantage to the old established firm 
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the standard of which was based on pre-war profits as opposed to a new ftrm 

the standard of which was a statutory percentage. Hence there would be no 

increase in the rate of Excess Profits Duty but instead a Trade Profits 

I 

Special 1£Jvy was imposed on the difference between assessed profit at the 

pre-war standard and that at the statutory percentage. 

In the Budget for 1943-44, the main policy feature was that the 

burden of increased taxation was to be spread. A wide variety of taxes were 

increased. A Railway Passengers Tax was also introduced in the form of a 

surcharge on tickets although season tickets and tickets costing under 10/

\.J8re exempted to give some relief to workers. 

1944-45 was the last of Hofmeyr1 s Budgets to introduce substantial 

additional taxation. The opportunity was taken to point out that the exist-

ing structure of taocation should be criticised as war-time and not peace-time 

taxation. Mr. Hofmeyr indicated that after the war the tax structure would 

be simplified. He also pointed out that if social security was desired the 

problem could be solved not only by contributory schemes and redistributive 

taxation: a higher National Income was required from which to meet the cost. 

This was the first of Hofmeyr 1 s Budgets in which no additional 

taxation was imposed on the gold mines. Working costs of the gold mines had 

increased and their income and profits were down. Mr. Hofmeyr stated that 

they wre in difficulties am could not be taxed further. 

Customs Duties on cigarettes, tobacco and liquor were again in
c- e. •p· e. ss- iv e. 

creased, some attempt being made to offset the ~a~e~~ire effects of such 

taxes by taxing only the better grades of pipe tobacco. The duty on matches 

was doubled on the gr ounds that, at the flexible price of ld. per box, the 

makers were gaining abnormal profits. 

Death Duties were increased ostensibly because preliminary plans 

\.J8re being made for social security and this step would help in re-distributing 

\.J8alth. 

A war-time surcharge on Transfer Duties was made as a means of 
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countering an unhealthy boan which was said to be developing in the property 

marketo 

In the Budget for 1945-46, Mr. Ho.tmeyr pointed out that post-war 

taxation levels must remain higher than pre-war levels as people would have 

to pay for the better social services for which they were asking. The 

taxation system would however be revised to comply with peace-time conditions, 

especially with a view to pranoting favourable conditions for employment. 

No far reaching changes were made in this Budget however as the war was not 

yet over. 

Consideration was given to taxing capital profits made on the 

stock Exchange but, Mro Ho.fmeyr stated, the position had been studied am a 

system suitable in other respects would be too complicated in practice. 

Stamp duties on brokers notes were doubled as a partial substitute for 

taxing such profits. 

Changes were made in the Savings !Javy mainly because of the 

administrative difficulties of collecting small amounts. 

. .. 

The Budget for 1946-47 was the first of Hofmeyr 1s post-war Budgets. 

Mr. Ho.fmeyr opened his speech by giving a statement of the Goverrnnent I s 

financial policy during the war. He claimed that the vast sums of money 

required for Defence were raised in such a manner as to ''keep within reason

able limits the share of that expenditure to be borne by posterity. 11 In so 

far as borrowing had to be resorted to, they had sought to keep interest rates 

down and to reduce external commitments. He said that the importance had 

been recognised both of increased taxation and of saving, canpulsory and 

voluntary, as methods of reducing the incre_ased purchasing power created in 

consequence of the war, and so combating the threat of inflation. Despite 

heavy defence commitments they had accepted the obligation to find increasing 

amounts for social services and for the development of the country's permanent 

resources. 

Petrol Duties were decreased because it was hoped that the infia

tionary effect of tax relief here would be less than in the case of other 
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commodities. Supply was likely to be increased in the following year and 

the price reduction was likely to be taken up in increased purchases. The 

Excess Profits Duty ani the Trade Profits Special levy were both scaled down 

and relief given to those with low pre-war standards, Mr. Hofmeyr stated 

that both these benefitted the smaller taxpayer relatively most. 

In the case of the gold mines the principle was accepted that taxes 

that increase costs should be repealed (as they raised the pay limit of ore) 

and replaced with taxes on profits. Thus a new rate of tax was proposed and 

the war-time special contribution was dropped. 

No change was made in Death Duties but because they partook of the 

nature of capital and also fluctuated widely, Mr. Hofmeyr proposed to credit 

a fixed amount of these duties to Revenue, the balance to be credited to Loan 

Account.jrhe Budget for 1947-48 was Hofmeyr 1 s last Budget. It was also the 

last Budget of the then existing Government.=:;; X 
t[ C. The Excess Profits Duty and Trade Profits Special levy were 

I abolished. Certain arrear taxes remained to be collected but, as this was a 

non-recurring item, Mr. Hofmeyr proposed to put the amount to Loan Account 

because, he stated, it arose from War conditions and must be used to reduce 

the war debt • 

Postal Charges were reduced, Mr. Hof'meyr stating that he believed 

that the concession would be welcomed by all sections of the canmunity but 

perhaps specially by business circles. Petrol Duties were also reduced on 

the grounds that this would be good for commerce, agriculture and industry 

and would reduce the general cost structure. 

The Fixed Property Profits Tax was abolished on the grounds that it 

had lost its anti-speculative properties. 

be used to reduce the country's debt. 

Amounts still receivable were to 

Gold Mining taxation was again reduced, but at the same time Mr. 

I Hofmeyr de.fended the primiple that differential taxation on the revenue of 

a wasting asset is basically sound. 
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~all concessions only were made to Income Tax payers on the 

grounds that expenditure was not yet on a pre-war basis. There were, 

however, increases in the rebates allowable for children and dependants. 

Mr. Ho:fmeyr stated that this would benefit primarily the ma.f.n in the medium 

income group. 

Mr. Hofmeyr concluded by stating that various elements of 

uncertainty and the possibility of a recession made it necessary to maintain 

a conservative policy in the country's finances, but that a period of great 

development and expansion could be expected thereafter. 

~~miture Policy. 

It is felt that the influence of a Minister of Finance is more 

likely to be felt in the field of taxation policy than in that of expenditure 

policy. We shall therefore in these notes spend very little time on problems 

of expenditure. 

Table 9 gives details of actual revenue expenditure over the period, 

The inde!X numbers at the foot of the table (based on 1939-40 = 100) show the 

growth of total expenditure. We are not so much interested in this as in a 

comparison of the amounts spent under each head of expenditure. This can be 

done by measuring each head of expenditure as a percentage of the total. 

Before doing this we must ensure that the total is reasonably comparable f'rom 

one year to another o Thus we have ignored expenditure on Defence - which 

varied widely - also expenditure under certain other heads wich also fluctuated 

due to various reasons. We compare only the services under sub-total (1), 

wich are all reasonably comparable. The percentage shares of the various 

services in this sub-total are show at the· foot of Table C, • For purposes 

of easy comparison these figures have been graphed (Graph l). 

If we were studying the Goverment I s policy (as opposed to 11Mr. 

Hofmeyr 1 s financial policy") we should need to analyse the expenditure figures 

closely. As it is, it is not proposed to spend any further time on these 

aspects of policy. 
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Conclug!ng Remarks. 

We have dealt with some aspects only of what is a very wide 

subject. other data is available - for example, voted and actual 

expenditure on Loan Account, voted expenditure on Revenue Account and 

proposed rates of taxation as opposed to global proposals. 

the Budget speeches are also available. 

Summaries of 

These notes are intended mainly to provide a basis for discussion -

as a result of which it may be found practicable to p&rsue other lines of 

study. 

' 
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