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1946
NEW ZEALAND

FINANCIAL STATEMENT

(In Committee of Ways and Means, 15th August, 1946)
By the Right Hon. Walter Nash, Minister of Finance

Mr. CHATRMAN,—

A vear ago to-day was VJ-Day.

For a year we have been freed from the constant dread for the
safety of our men in the Armed Services.

That day, just a year ago, brought a victorious conclusion to the
fight to the death for man’s rights and liberties and for the personal
ideals of man’s ethical and spiritual life. It was a trinmph for the
free spirit of man and for the moral idealism which has shaped the
ralues and ideas of our civilization,

Unfortunately the world was not entirely freed from the impact
of pain and saecrifice that it had borne for six years, during which
time it had suffered death, starvation, and destruction on a scale
unparalleled in history. Inevitably, however, the havoec wrought bv
the incredible cruelties of the Nazi, Fascist, and Japanese aggression
hags left a tragic legacy in many lands. In the toll exacted of voung
lives New Zealand paid dearly, and now, as we stand on the thres-
hold of the post-war era, it is appropriate to remember those who
made this day possible, but who are not here to share it; to remember,
too, homes saddened by their absence."

It is equally appropriate that any summing up of reorganization
and reconstruction at this time should express thankfulness when
we remember that we in New Zealand are among the most fortunate
in a world still strugeling in the aftermath of destruction, starvation,
and disorganization. \To country can withstand destruetion and the
dislocations of conflict, with its uprooting of peacetime standards of
goods and services, and revert to them eagily, or immediately, after
so long a period. Free from invasion, or divect contact with the
weapons of destruction, New Zealand enters the stage of recon-
struction with its productive capacity comparatively unimpaired, but
it could not avoid other effects of dislocation caused by conflict, both
within and beyond its shores.
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However, the steadfastness and certainty with which the Do-
minion is overcoming the stringencies of war and developing her
productivity is a matter for the greatest gratification. The magni-
tude of that task of reorganization must not, however, be under-
estimated.

Some of that reorganization has worked so smoothly that appre-
«clation of its success may not be fully valued. In our splendid
contribution in man-power to the war about 170,000 men, half the
men of military age, were at one stage withdrawn from industry.
Nine thousand women algo served direetly in the Armed Serviees,
whilst others worked on farms, in factories, and in our homes,

The termination of the war with Japan accelerated the repatria-
tion of our Armed Forces which was already under way from the
European theatre. The demobilization of many thousands of men
and women, and their absorption into peacetime activities under the
‘Government’s plan of rehabilitation, has moved swiftly and smoothlyv.
Thus, with the return of man-power industry has heen helped during
the tmnxltlon from war production to the provision of consumer
‘oods.

‘Real war costs

Much of the cost of the war is not measurable in terms of finance.
Devastated territories, displaced populations, starvation, suffering,
digease and death, stunted children, moral decadence, legacies of
bitter hatred—there are no quantitative or qualitative units capable
of measuring these dreadful and inevitable consequences of war.
Vietors and vanquished alike have suffered in varying degrees.

Assessment of the real costs of the war in relation to any one
country or group of countries is subject to obvious limitations. There
is, however, some value in comparing the measurable sacrifices of
different nations, invidious as such comparigsons may appear, for it
helps us to see more clearly the nature of international problems of
reconstruction and the methods most likely to solve them. This is
particularly so in the case of the countries of the Knglish-speaking
peoples—the United States of America and the British Conmmonwes th
of Nations. For in a very real sense the peace and prosperity of the
world and the future of civilization depend on the policies these great
democracies adopt in relation to each other and the extent to which
they are able to arrive at common understanding. Mutual aid and
comradeship have brought victory in war—to win the peace they mmust
continue undiminished.

Fach of the allies has, within the limits of its hwman and
material resources, made its great contribution to the common war
effort; but there are unavoidable inoqualities in the losses that have
been \11%&1110(1 and, consequently, in the efforts required to repair
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these losses. Tt ix of the utmost importance that these inequalitieg
of sacrifice should be recognized and that mutual assistance should
be cheerfully given to build up strength where it is most needed.

For our part, although fortunately our Dominion was spared
from aetual invasion we made a maximum contribution both in man-
power and in material resources. The £65,000,000 spent on defence
construetion repregented the equivalent in man-power and materials
of 30,000 homesx and 7,000 public and commercial buildings. On the
food front we =trained every etfort despite difficulties in man-power
and in obtaining essential imports of fertilizers. For example at VJ
Day New Zealand, in addition to feeding our own people and sending
unprecedented =upplies to Britain, also, under rveciprocal aid, was
supplving sufficient tfood tor no less than one million United States
personnel.  Despite man-power difficulties our volume and value of
factory production were expanded greatly in the war effort, civilian
consumption being at the same time substantially limited. During
the war period New Zealand factories provided for our own and for
the Allied Forvees over 1,000,000 battle-dress suits, 1,500,000 pairs
boots and shoes, 1,500,000 blankets, and 2,250,000 pairs socks.  Ax
regards munitions, nearly 6,000,000 grenades were supplied, and
253,000,000 rounds of small animunition, and 1,500,000 mortar hombs,
were made in New Zealand.

Turning to =ervices of various kinds so essential in the main-
tenance of living standards we see a like sacrifice. - Civilian rail-travel
fell during the war vears, equivalent to twelve million passenger
journeys per annum. [Petrol rationing and road goods and passenger
services have reduced the road miles travelled for normal c¢ivilian
purposes by two and a (uarter billion. The loss in personal services
rendered by school-teachers, doctors, dentists, and a host of other
skilled workers whose contribution to real national income ix most
important in a modern society, has also been heavy. Seventy per
cent. of New Zealand’s male teachers served in the Forces at one
time or other and, although they were for the most part replaced
by re-engaged superannuitant school-teachers, the full teaching service
could not he given in our schools—much less could the planned
reduction in the xize ol classes be carried out; 589 of 1,600 doctors
served for more or less lengthy periods overseas and were hence
not available to attend ecivilians. Moreover the ecalls made by
servicemen and ex-servicemen upon doctors in New Zealand further
reduced the attention they could give to the public. 1t is the same
story with dentists, nurses, lawvers, tradesmen, and labourers

While New Zealand did not spare its man-power and material
resources in the war effort, Government’s policy of social and
material progress wasx implemented within the limits imposed by
war conditions.

1*—B 6
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Such activities as housing - and hydro-electric-power develop-
ment were given speecial attention, and it is satisfactory to note that
from 1939 to 1945 no less than 8,500 housing units were completed
at a cost of £14,000,000, while hydro-electric development accounted
for a further £20,000,000. As hydro-electricity supplies play such
an important part in the development of the Dominion, such under-
takings were regarded as priority works even during the war period.
Thus in 1936 the main Government plants generated a total of
793,000,000 units, whereas by 1945 the output had been increased to
2,083,000,000 units. 1In spite of the necessity to satisfy other pressing
demands, New Zealand has increased her generating-capacity by no
less than 57 per cent. since the war started.

Full implementation of the Government’s social security scheme
was also hampered somewhat as a result of the war, but, nevertheless,
it was possible to make substantial advances, as is shown by the
fact that social security payments increased from £7,000,000 in
1938-39 to £23,000,000 in 1945-46.

Enternational co-operation

The cost of war in terms of human sacrifice—quite apart from
its financial implications—renders it imperative that New Zealand
should co-operate to the fullest possible extent with peace-loving
nations in building up the fabric of a world organization which will
hanish for all time fears of war from the hearts of mankind. The
re-establishment of decent standards of living in countries torn
asunder by the war is a first pre-requisite in building the necessary
frame-work within which such international co-operation becomes
possible.

The devastation and suffering in the occupied countries has to
be seen to he properly appreciated, but unless those favoured
countries which have the resources are prepared to assist to the
maximumn of their respective abilities, not only will that suffering
be continued unnecessarily, but the fruits of victory will be denied
to the United Nations.

Vartous organizations have heen established overseas, under the
auspices of the United Nations with a view to providing relief and
hastening reconstruction, and New Zealand is an active contributor
and participant in them all.

Under UNRRA we have supplied personnel, foodstuffs, supplies,
and equipment, and to cover our proportion of the total expenditure,
Parliament bas already voted the sum of €26 millions. ~ A\ request was
recently made hv U NRRA for an additional contribution of a like
amount and this hax already heen agreed to, subject to ratification by
Parliament thiz session. It is anticipated that the activities of
UNRRA, as such, will be discontinued at the end of this year,
although it is probable that further assistance will be necessary by
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other means. Thus a new refugee organization will need to he
extablished to care tor digplaced persons and certain of the rehabilita-
tion projects could bhe taken over by the new World Bank. It is
expected, too, that the UNRRA health activities will be taken over
by a new world health organization. In other words, it is considered
that a continuation of the existing UNRRA measures should be a
world responsibility—a responsibility of the United Nations.

New Zealand is also a contributor to the United Nations
Organization and, as honourable members are aware, our representa-
tives have taken a very active and influential part in the activities and
discussions of that organization. The United Nations Organization
will, it is hoped, have all the advantages without the manifest weak-
nesses of the old League of Nations which is now in process of being
wound up.

Another international organization to which New Zealand is a
contributor is the Food and Agriculture Organization, with head-
quarters in Washington.  The purpose of this organization is to
formulate plans for the more equitable distribution and better
utilization of the world’s tood resources, particularly during the
present emergency, where there is a world shortage of foodstuffs.

The restoration of world trade is a turther necessary pre-
condition of permanent peace.

A practical and important example of the mutual desire for the
successiul and early restoration of world trade is to be found in the
loan agreement recently concluded hetween the United Kingdom and
the United States of America Governments. The United States has
granted the United Kingdom a loan of 3,750 million dollars which
will he used mainly for the importation of much-needed foodstuffs,
machinery, and raw materials.

As New Zealand relies on the United Kingdom for dollar funds,
the conclusion of this loan will be of henefit to this Dominion also.
It is not intended, of course, that there should he a general relaxation
of controls in respect of imports from the United States as the
funds are loan-moneys and as such have to be repaid, but it will
enable a much quicker restoration of international trade to be effected
than would otherwixe have been possihle. New Zealand still adheres
to a policy of Empire preference.

In fact the loan will provide the United Kingdom with a much-
needed hreathing space within which to recover and reorganize her
industries for peacetime production and build up an export trade
sufficient to pay for imports of food and raw materials and also te
meet her international exchange obligations. The Mother Country
is at present embarrassed with the huge accumulation of sterling
obligations amounting to £3,500 millions owned by various countries,
the largest holders heing India and Kgvpt. To a large extent these
balances are the result of the United Kingdom’s efforts in the war
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and there is no doubt that the way things have worked out the United
Kingdom practically alone among the Allied Nations hasx been left .
with a huge external war debt.

In the course of the struggle to save herself and the world, the
United Kingdom ruthlessly sacrificed her trade and made a maximuny
war effort. Now she is striving to reconvert her industries and build
up an export trade, much greater than hefore the war, sufficient to
pay for necessary imports of food and raw materials. To repay the
external war debts means building up exports to a level in excess of
the value of necessary imports.

It is a condition of the United States loan that the United
Kingdom should negotiate with the holders ol sterling balances
accumulated during the war with a view to the balances heing
divided into the following three categories:—

(1) Balances to be released at onece and convertible into anw

currency for current transactions;

(2) Balances to be similarly rveleaged by instalments over a

period of wvears beginning in 1951; and

(3) Balances to be adjusted as a contribution to the settlement

of war and post-war indebtedness and in recognition ol the
benefits which the countries concerned might be expected to
gain from such a settlement.

The sterling balances belonging to New Zealand increased hecanse
imports of necessary commodities could not be obtained with the
result that we now have a substantial accumulation of deferred main-
tenarze and replacements in transport svstems, factories, and homes
to make good asg soon as the necessary imports can be obtained.
Throughout the war period the prices received for our main exports
were governed by bulk contracts with the United Kingdom and there
was no question of profiteering at United Kingdom’s expense.

Ag the United Kingdom is the only market for most of our
exports our prosperity is bound up with that of the United Kingdom
and we have a direct interest in her economic recovery. As to how
we could best assist in that recovery is a matter that requires careful
consideration. Omne way would be for this country in future to take
a greater share in its own and Commonwealth defence. Prior to the
war the cost was borne mostly hy the United Kingdom.

Demobilization and rehabilitation

Generous treatment of New Zealand servicemen and women in
the period of demobilization and rehabilitation into civilian employ-
ment is in the forefront of (Government’s plans for the transition
period from war to peace. In this respect our record compares more
than favourahly with that of any other country. Provision has heen -
made for the pavment of gratuities by the setting aside of £18,000,000:
for this purpose from the War Expenses Account in the last financiak
year.



~In the matter ol rehabilitation, the Government’s schemes are
“dirvected to restoring, as far as possible, the opportunities lost by
ex-servicemen and ex-servicewonien as a result of the war. Priorvity
is given to them for State houses, while the future needs of the
building industry are being assisted by the establishment of additional
trade-training centres throughout the Dominion. TLand-settlement
plans, involving an expenditure by the State of some £€54,000,000, will
provide for the establishment of 6,000 settlers during the next four
years. The records of the Rehabilitation Department show that up
till the end of June, 1946, 163,592 men and women have passed
throungh the Department. Of this total 133,006 are in employinent,
38,916 finding employment themselves, 52,661 returning to pre-service
-employvment, while 18,927 have heen placed by the Department. Men
undergoing full-time training in rehabilitation training centres total
3.280, while 4,142 men have had or are undergoing training with
private emplovers under the Department’s subsidy scheme. The
30437 men and women not vet placed include 21,819 service personnel
not vet discharged, in hospital, &e.

‘Economic policy

It is ten vears since I presented my first bndﬁet to this House.
In it 1 stated the aim of the Government which was‘‘ to organize an
internal economy that will distribute the production and services of
the Dominion in a way that will guarantee to every person able and
willing to work, an income sufficient to provide him and his dependents
with evervthing necessary to make a ¢ home ’ and ‘ homelife ’ in the
best sense of the meaning of those terms.”

That statement was made at a time when the people of New
Zealand were rising out of the despair and unemployment which had

“been their lot for several years.

In that budget T outlined the economic p]dll by which the Govern-
ment subsequently lifted the country out of the miseries of the
economic depression. That plan can be equally effective to-day in
overcoming the difficulties of the post-war periml and maintaining full
emplovment, good living standalds, and economie security for all the
people. The policy then, and it is equally valid to-day, depended on
putting the power of economie direction into the (y(wunm(mt", hands,
‘necessitating control by the Government of the currency and credit
structure of the Dominion. This hasis was made secure by the
Government acquiring complete ownership of the Reserve Bank.

In the first few years of the administration of the Reserve Bank

it was used effectively to reverse the effects of existing deflation, but
since the war began the Government control of the Reserve Bank has
provided a powerful weapon against inflation.

The State’s own borrowings from the Reserve Bank during the

“war have been characterized by a restraint which is unique amongst
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belligerent countries, and, since 1942, the policy has heen to confine
loans to dirvect subseription from the public without recourse to
Reserve Bank or trading bank funds.

Public ownership of the Reserve Bank has facilitated the finane-
ing of the guaranteed-price scheme for dairv-produce and the
marketing of other produce. It has facilitated the Government’s
housing scheme under which over 21,300 housex have already been
built, and it has been instrumental in holding down the general level
of interest-rates.

Public ownership of the Reserve Bank was the kev which enabled
the Government to raise public and private spending to the level
necessary to employv the productive resources of the Dominion, thus
providing full employvment and full opportunitv

During the eleven vears gince the advent of the present Govern-
ment, in addition to the adv: antages set out ahove, the bank has out
of its profits paid over to the (‘o11<ohdate<l Fund the sum of £3,668,997.

Fundamental also to the Government’s programme wasg the more
equitable distribution of the national ineome among the people and
the making of the people secure in their gains. :

The tulfilment of thix programme during the past eleven vears,
including ~ix vears of war, has heen an outstanding administrative
achievement. By the redistribution of the national income through
guaranteed prices, wage increases, and the social securitv scheme,
poverty has been abolished and economie security established for
everyone.

The Government also put into practice the principle that the
highest level of education was the right of every New Zealander and
not just the privilege of the more fortunate.

The principles which ingpired the Government’s programmie in
1936 and through the past eleven vears can be restated to-day with
equal force.

SOCIAL AND ECONOMIC PROGRESS

This is a fitting opportunity to rveview in brief social and
economic progress during the past ten vears. During a deeade which
included wix vears of total war, remarkahle progress has been made.
Appended to thix statement is a statistical table (Table 6), showing
how very strikingly the Dominion has progressed sgince 1935-36, and
even, in certain major respects, since the heginning of the war. For
instance, in the year ended 30th June, 1936, total production was
valued at £114, O()O 000, in 1939 the value was £136,000,000, whereas
the latest hgme—namely, for 1946—cives a total of £184,500,000,
repreqentinw an increase of over 62 per cent. since 1936. This
substantial increase represents not only an advance in money valtés,
but in actual volume. The index number for volume production was
93 in 1936, 100 in 1939, and 107 for the latest available vear (1944).



BUDGET STATEMENT, 15th AUGUST, 1946

The following adjustment should he made on page 9
of the Statement:—

In the eleventh line, after the figures €527 and
£117°3, the word ‘“ millions ’” has heen wrongly inserted
in each case. The reference in the text is to Table 7
of the Appendices, which gives the income per head
after all taxation has bheen deducted, and sayvs that
private income has increased from £527 (£52 14s.)
per head in 1935 to €1173 (£117 6s.) per head in 1945,
an inerease of 123 per cent.

The text will be in order if the word ‘“ millions ”’
iy struck out in each case where it appears in the
eleventh line of page 9.
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Agg Iegate private income totalled £125,000,000 in 1936,
£186 000,000 in 1939, and over £304,000,000 for the year ended
3lst March, 1945, an inerease over the whole period of nearly 145 per
cent.

Mortgage interest-rates are now at the lowest average rate ever
recorded in New Ze , 387 per cent.

A table included as an appendix to this statement (Table 7)
shows the changes in aggregate private income per head after taxa-
tion (including social security contributions) has been deducted. This
table shows that net aggregate private income (gross, less taxation)
increased from £52-7 millions in 1935 to £117-3 millions in 1945—an
increase of 123 per cent. Further, when this residuum is corrected
for retail-price changes, we find that the real purchasing-power of
the people increased bv 60 per cent. between 1935 and 1945. The
disposal of aggregate private income is further illustrated graphically
(Tables 8 and 9).

These *improved conditions are reflected, as elsewhere,
in the savings-bank figures. The total funds standing to the credit
of depositors in 7\[31(’]’1 1936, were £€65,000,000, in 1939 these had
increased to £75,000,000, while in March, 1946, the total stood at
no less than £156,000,000. To these figures must also be added
National Savings bhonds: and accounts which, at 31st March last,
totalled over £40,000,000.

Statisties of the volume of production during the past decade
show the following trends. The volume of factory production,
increased by 70 per cent. between 1936 and 1944. C(Coal production
(1935—45) was 34 per cent. up; timber production (1936-44) 20 per
cent. increase; electricity production 120 per cent. increase. The
number of building permits issued for private dwellings totalled
4,140 in 1936 (Mal(h vear). In 1946, 7,736 permits were issued for
puvate dwellings of which Governmnent hon&mﬂ construetion accounted
for 2,623 dwellings.

- Tuarning now to live-stock production, wool produced in the 1946
production year totalled 1,006,000 bhales, as compared with 717,240
bales in 1936; total meat pr ()dn( tion e\(*eeded 500,000 tons in 1946
compared mth less than 450,000 tong in 1936. Despite the drought
during part of the current season cheese production amounted to
90,000 tons in 1946 compared with 88,500 tons in 1936. DButter pro-
duection shows a fall from 168,329 tons in 1936 to 126,000 tons in 1946.
Butter production in 1945 totalled 155,900 tons.

That the live-stock position is inherently sound is indicated by
the statistier of cattle and sheep. The number of ecattle in the
" Dominion in 1945 was 4,590,926, the second highest figure -on record
(exceeded only in 1949), \\hﬂe the number of cheep, 33,975,000, in
1946, is the highest on record.
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A sample survey of the net incomes of some 1,200 to 1,500 dairy
farmers shows that the average net income for a herd of fiftyv-seven -
cows totalled €452 in 1945 as compared with €306 in 1936 when the
herd average of the sample was fifty-six cows. The average return
per cow from butterfat totalled £19-36 in 1945 compared with €1303
in 1936.

New Zealand has experienced to date a smaller increase in the
general level of prices than has obtained in any other country. The
wartime index figure of essential items in the cost-of-living indicates
that in March, 1946, retail prices of essential goods were less than 1
per cent. above those ruling in 1942, These xtatistics indicate very
clearly that New Zealand ix continuing to maintain a high standard
of well-being for the people.

Index numbers, of course, tell only part of the story, the absolute
level of prices of essential commoditiex in relation to purchasing
power is the real eriterion of the prosperity of the people. A table
is appended to this statement (Table 10) which shows that, in regard
to the level of pricex of baxic needs, New Zealand also shm\n\ up in a
most favourable light. Retail prices of bread. flour, milk. butter,
cheese, beef, and hacon are shown to be lower in price than in other
low-priced areas, the efficient control of distribution of basic foods
contributing in no small measure to this result.

The Government firmly adheres to its stabilization policy, which
undoubtedly is in the best interests of all sections of the community.
The policy must continue until such time as the supply of goods for
consumption is adequate to meet the demand, but the administration
of the scheme must remain flexible, and methods will no doubt alter
as conditions change and the position generally is eased. Recent
happenings in the United States of America, where the supply
position is relatively much better than in New Zealand, is an object
lesson ag to what happens when controls are lifted prematurely. In
such circumstances some producers and traders for a time can make
large profits by exploiting the shortage of goods, but with higher
costs it is not long before other sections demand inereases, and if
that process continues the ultimate result is disastrous for everybody.

Numerous suggestions are made that inflationary difficulties can
be adjusted overnight by the simple process of currency manipulation.
I am satisfied that there is no road to national prosperity and an
increase in general living standards, except by increased production
and equitable distribution, and to this end the Government are
concentrating their best efforts.

In view of the special ﬁgmﬁcanoe to New Zealand of exports,
it is interesting to record that in 1936 our exports were valued at
£50,000,000, in ]‘939 at £568,000,000, and, in spite of the local difficulties
arising out of the war in respect of man-power, fertilizers, and
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-equipment.  The exports for the vear ended 30th June, 1946, is an
“all-time record.  They amounted in value to £90,674,000.

The figures do not include reverse lend-lease exports which in the
‘same period amounted to €5.271,000.

i Imports  during the same period, including lend-lease items,
totalled €62,647,000, of which £45,072,000 were non-Government
imports and €£3,347,000 lend-lease.

Import licensex issued in 1945 and which have not vet been
exercised, together with licenses issued in 1946 amount to €93,839,883.
In addition to this sum, a further £9,263,188 of licenses have already
been issued for the 1947 period.  This makes a total of Heenxex issued
for these periods of tT()., 03,071.

Most of our exports go to the United Kingdom. and in view
of the present food position in that eountry—worse in some respects
than during the dark davs of the war—it is of the utmost importance
that we supply every ]m\\ﬂ»]e pound of food to relieve the hardships
of the people there. This can be attained both by producing to the
limit of our ability and by assisting in the nation-wide Food for
Britain Campaign, which is spensored by the Government.

Under contracts made in 1944 the United Kingdom Ministry of
Food agreed to buy our exportable surplus of dairyv-produce and
meat for a period of fonr vears. At that time prices were fixed
for the first two vears of the contracts. During my recent visit

_to London the prices to be paid for the third vear covering the
194647 season were discassed with the United Kingdom Ministers
and officials, and it was agreed that the price 1'(»1‘ butter would
be 170s. sterling a hundmdwmgﬁ and for cheese 102s. 6d. sterling per
hundredwelght. For meat it has been agreed that prices Wlll be

per cent. above those ruling during the first two vears of the
,LOlltrdo . and for pl(r-mmt 113 per cent. abhove the prices prevailing
last vear,

Furthermore, it was agreed that the period of the contracts
would he extended to 1950, the prices to be paid to be agreed upon
annually.  Thiz two vears’ extension of the econtracts will give
added xecurity to our farmers and afford them an assured basis for
expanding their production to the utmost for the benefit of themselves
and of the people of the United Kingdomn.

In accordance with existing arrangements the increase in prices
as received in New Zealand will be credited to industry stabilization
accounts, and the amounts to be paid to farmers in the meantime will
continue to be governed by production costs on the tarm and in the
factory. The lump s p%vmentq of £4,000,000 sterling per annum
will continue, in terms of the arrangements mddo in 1944, to be paid
antil 1948,

As a result of New Zealand’s f{avourable overseas trading
position in recent vears, and in spite of the substantial repayments
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of overseax indebtedness which have been effected, the Dominion’s net
sterling balances in March last reached a record of £(N.Z.)98,000,000.
In considering this satisfactory figure, however, account must he taken
of the fact that during the war years industrial plant and equipment
suffered substantial depreciation and now requires extensive replace-
ment, the Government’s own requirements in respect of additional
hydro-electric equipment, railway rvolling-stock, &e., are substantial,
while the public have had to postpone replacement of many essential
worn-out items and merchants” stocks generally have been reduced to
a very low level. Moreover, overseas prices have practically doubled
since the war, so that the import value of our sterling exchange has
been correspondingly reduced. All these factors give point to the
necessity of maintaining the poliey of import selection. Nevertheless
an indication that the Glovernment are liberal in implementing that
policy is shown by the fact that for this vear import licenses issued.
including amounts carried forward from previous licensing periods,
exceeded at 31st July last, as already mentioned, £100,000,000. Tt will
thus be appreciated that existing shortages in imported goods are
mainly due to the physical inahilitv of overseas suppliers to meet our
requirements.

Any review of social and economic progress would not he com-
plete without reference to the Social Security scheme—the cornerstone
of Government’s social policy.

Social security now plavs sueh an accepted and important part
in the life ol the community that one is Hable to overlook the advances
which have been made over the past eleven vears. Thus, ag regards
age-benefits, for instance, in 1935 an age-heneficiary at age sixty-five
vears was entitled to €45 10s. per annuwn (17=. 6d. per week) for
himself, plus £13 per annum (ds. per week), for two or more children.
To-day the age-benefit, at the age of 60, is £104 cach—that is, £208
(£4 per week), tor husband and wife—together with £26 per annum
(10s. per week), in respect of each dependent child. Moreover, the
period of residence in the Dominion has been reduced trom twenty-
five to ten for those who were residents of the Dominion on the 15th
Mareh, 1938, and to twenty yvears for those who arrived after that
date. The property exemption has been increased from £30 to £500
each. Again, unemployment benefit, which in 1935 was 14s. per week,
i3 now 40s. per week, the rate for a dependent wife has been increased
from 10s. to 40s. per week, and for each child from 4s. to 10s. per
week. The universal child allowance of 10s. per week payable as from
1st April, 1946, replaces the 2s. per week in respect of each child in
excess of two payable in 1935, One further example: to-day we have
a universal superannuation benefit of £25 per annum, 10s. per week,
increasing by £2 10« per annum until a rate of £104 per annum is
reached. In 1935 there was no universal superannuation benefit.

This, of course, is only part of the picture. There has, in fact,
been a very material improvement in all the major factors affecting
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the general well-being of the people, invalid benefits, sickness benefits,
and others have all been improved. Appended to thiz- Statement
is a statistical return showing very strikingly how the Dominion
has prospered since 1935, and even since the beginning of the war.

WAR COSTS

In regard to war finance, it was laid down in the Government’s
first war budget that the policy would be to meet such costs as far
as possible by taxation and to rely on borrowing only for the balances
required. Our record in this connection is a creditable one. War
costs, including those for debt charges and pensions to date met from
the Consolidated Fund, total £640,000,000, of which 35 per cent. only
had to be provided from loan moneys while the whole of our 193945
war loans are now domiciled for payment in the Dominion. New
Zealand’s results in this connection bear favourable comparison with
those of any of the Allied Nations. It is of interest to mention that
in the 1914-18 war the whole of the expenditure was financed by
loans of which no less than one-third were raised overseas and
represented a serious drain on the Dominion’s external resources.

The total 1939-45 war costs, amounting to £640,000,000, to which
I have referred were expended on the following purposes:—

(m.)
‘War and other stores .. .. .. .. 195
Pay and allowances . .. Lo 1T
Accommodation, food, and clothmg .. .. T6
Land, bulldmgs, and ships ..oo4
Mlseellaneous services relating to the Armed Foroes .. 36
Transport .. 23
Interest on war loans and pmn(npal repayments .. 20
Gratuities .. .. .. 18
Repairs, mamtenance and rent .. .. .. 7
Pensions .. .. .. .. .. 5
Rehabilitation . .. .. .. 5
Medical and educational services .. .. .. 3
Ancillary .. .. .. .. .. 4

640

Costs for war pensions, rehabilitation, and for interest and
repayments on account of war loans will, of course, continue for years
to come.

The original Budget estimate for 1945-46 for War Expenses
Account envisaged an expenditure of £105,400,000. The collapse of
Japan so soon after the cessation of hostilities in Kurope necessitated
a different reassessment of costs, but in the aggregate it was con-
sidered that much the same, if not a greater amount would he
required, while up to the point of demobilization extending into this
financial year expenditure was estimated at £139,250,000, including
gratuities.
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Details of these revised estimates were set out in the Addendum
to the Budget laxt vear. The following table gives the original
budget estimate, the revised figures to the point of demobilization,
and the actual expenditure to 31st March last.

Original Revised to Actual,

Budget. Demobilization. 1945-46.
_ _ £(m.) £(m.) £(m.)

Navy .. .. .. .. 6-0 7-99 6-0-
Army .. . .. .. 380 13-72 24-0
Air . . . .. 314 33-54 32-1
Total Navy, Army, Air . .. 75-4 2525 62-1
Deferred pay .. . oL .. . 5.0 .

Ancillary . .. . 40 6-0 1-6.
Rehabilitation 2-0 3-0 2:6
Reverse Lend-lease .. .. 24-0 220 22-8

Gratuities L. .. .. .. IR0 18-0-

Repayment of war debt——

* Qverseas .. .. .. .. .. 22-5
In New Zealand 5-0

£105-4 £139-25 £134-6

The actual charges against War Expenses Account for the finan-
cial vear amounted to £134,645,000, and receipts totalled £128,480,000.
The latter included loan moneyvs, €372 million; taxation, €514 million;
sales of surplus assets, &ec., £13 million; United States of America
lend-lease and C'anadian Mutual Aid, £26:8 million.

Loan receipts included the 1945 Vietory Loan of £25,000,000 which
was oversubscribed by £645,384, including receipts from National
Savings, amounting to the very satisfactory figure of £9,327,000 for
the year. The oversubseription of this, the last war loan, after the
heavy demands of previous war loans, was a pleasing feature of last
vear’s war accounts, giving to New Zealand a proud record on the
home front, to equal that which our fighting Forces established on
the war fronts, of having worthily met all obligations on all occasions.

Looking at the expenditure side, we had a total outgo of
£134,600,000, or, if we deduct the debt repayment item of £27,500,000,
the net expenditure was £107,100,000, which was £1,700,000 in excess
of the original Budget estimate for the year. The difference between
this and the revised estimate of £139,249,000, covering costs up to the
completion of demobilization, will be reflected in the expenditure for
this financial year.

Actual expenditure last year by Army was gross £45,269,000;
credits, £21,251,000; net, £24,018,000. Credits, which came chiefly
from rehates on payments for war stores made in previous vears and
from the settlement of accounts for stores supplied to the Eastern
Group, were much higher for the year than anticipated, due to early
settlement, and explain the comparatively small net expenditure.
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Air e\pendituxe was £32'1 million and Navy £6 million, whilst.
the ‘other main items were Reverse Lend-lease £22:8 million, and
Gratuities £18 million. Details of both receipts and expendltme are
shown in the annual accounts. Members should also examine Table 4.

Memorandum of Security

In connection with the repayment of the balance owing under
the Memorandum of Security Agreement with the United Kingdom,
the position under this agreement at the 31st March, 1946, was as
follows :—

£
Balance owing, 31st March, 1945 .. .. 18,962,500
Borrowed, 1945-46 .. .. .- .. 3,537,500

£22,500,000
Repayments, 1945-46 .. .. .. .. £22,500,000

I desire here to place on record the extent to which the facilities
made available to us by the United Kingdom Government under the
Memorandum of Security Agreement have been utilized. Finance was
arranged in this way to meet New Zealand’s share of the cost of
the Kmpire Air Training Scheme and the cost of our Division in
the Middle Kast. Advances were made as required from time to time
by the British Government, we on our part arranging periodical lump-
sum repayments as our finances permitted. The first advances were
made in the financial year 1940-41, and for the six-yvear period a
total of £60,834,184 5s. 11d. was arranged in this way, but, by the
periodical repayments the total outstanding, was kept down to a
manageable figure, so that at the close of the war the balance was
£22, OOO ,000, and this was completely liquidated, as I have mentioned,
before the close of last financial year, so that of a potential huge
overseas debt of over £60,000,000 not a penny now remains as a
liability against the Dominion.

The debt of £22,500,000 in New Zealand currency representing
£18,000,000 sterling was the subject of negotiation in 1944, in con-
junction with the lump sum payments total £28,000,000 sterling which
the British Government agreed to pay. The arrangement then made
was that a maximum of £18,000,000 sterling borrowed or to be
borrowed under the Memorandum of Security would be held over
for further discussion at the termination of the war.

'+ The New Zealand Government, however, after taking into aceount
all the relevant factors, decided that this debt should be liquidated
forthwith.

We appreciate the facilities made available to us in this way by
the United Kingdom Government but have been happy to arrange for
repayment in full of the debt so incurred.
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War 'Expenses Account, 1936-47

‘War Expenses Account has now been brought to the stage of what
may be termed ‘‘ mopping-up operations.”” It has been possible
at this stage to eliminate and transfer to the Consolidated Fund
continuing defence items and to limit the wuse -of the account to
adjusting unsettled commitments of the past, meeting the cost
of the J Force, and paying ecertain items of our rehabilitation
programine.

Expenditure for this year for the residual costs still chargeable
to the account is estimated at £32,000,000, as follows:—
£

(m.

Navy .. . .. . oo 12
\Imy (mcludmg cost of J Torcc) .. .. .. .. .. 11-0
Air (including cost of J Force) 29
UN.R.R.A. . 4-1
Reverse lend-lease 1-5
Rehabilitation .. 8-0
Purchase of surplus assets from USA. 1.7
(ift of food supplies to Britain .. .. .. .- .. 10
Miscellaneous .. . .. .. .. .. .. 06
£32-0

Finance for this expenditure will be provided by—

£(m.)

National savings 6-0

From U.S.A. Government in reimbursement for war supphes not ehmb}e for
reciprocal aid . .. .. .. .. .. .. 32
Disposal of surplus assets .. .. .. .. 105
Sale of reserve stocks and other commodities 5-2
Miscellaneous receipts 8-1

The estimates for the Service Departments cover costs connected
with the J Force, estimated to amount to £4,000,000, the balance being
required to meet accounts unpaid at 31st March last and rapidly
diminishing charges such as for deferred pay, leave privileges, &c.,
which will be incurred this year.

The amount provided here for rehabilitation covers only a small
portion of our total programme and is for such items as educational
grants, trade training, tools of trade, business loans, &e.

A portion of the amount will also be set aside for transfer to
the Land for Settlements Account for purchase and development of
land for rehabilitation purposes.

It has been the established policy of the Government to apply
such moneys as can be accumulated in War Expenses Account over
current requirements to the repayment of war debt, and it is



17 B—6

proposed to continue this proeedure, so that the surplus on the year’s
working and any part of the opening balance not already committed,
will be transferred to Loans Redemption Account.

National Savings

National Savings continue on a sound basis. Until world supplies
of consumer goods and production in this Dominion together provide
sufficient commodities to meet the needs and demands of the com-
mumtv, it is well that these savings should continue at a high level.
It is not only desirable but efssentlal to a stabilized cost of living
that excess cash over and above that required for normal living-
expenses should continue to be saved and invested in National
Savings. Further, as these moneys will be assisting our rehabilita-
tion programme, those who continue to lend through National Savings,
besides building up an asset for themselves in future years, can feel
that their money is doing a worthwhile job in the meantime.

Lend-lease Settlement

An agreement was recently signed in Washington concerning
settlement of lend-lease and reciprocal-aid transactions between New
Zealand and U.S.A. Governments. It provided that in recognition of
the benefits mutually received by the two Governments from the
interchange of lend-lease and reciprocal-aid goods and servieces
supplied during the war, no payment would be required of either
country, and that consequently all obligations arising from lend-lease
and 1'ecipr()0d1 aid transactions were to be cancelled.

Bold in its conception and generous in its dpph(ahon, lend lease
has been one of the most successful factors in the winning of the waxr.
In 1941 when President Roosevelt announced the granting of lend-
lease assistance, the FKmpire pool of dollar funds had reached a very
low level, but with the new facilities offered, the stream of munitions,
-essential industrial materials, and foodstuffs was continued on an
ever-increasing scale.

Tt ix difficult to gauge in termns of money, all the assistance given
by each country to the other, but taking goods returned or returnable,
the difference in price levels and all other factors into account, it was
agreed that lend-lease and reciprocal aid reasonably balanced one
-another.

" The cancellation of all obligations concerning lend-lease and
reciprocal aid 1s a mutually satisfactory arrangement for both
.countries, and it permits an approach to post-war international
problems without any financial or other commitments as between the
U.S. and New Zealand Governments.

In conjunction with the lend-lease and reciprocal-aid settlement,
arrangements were concluded for the purchase by New Zealand
‘Government of U.S. surplus war property to a total value of approxi-
mately 5,500,000 dollars. The bulk of this equipment came from the
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Pacific. and it included such items ax earth-moving plant, tools, tires:
and tubes, steel huts and buildings, navigational and aerodrome-
equipment, and civilian-type airvcratt for use by the New Zealand
National Airways Corporation. Provision was made in the agree--
ment for this material to be paid for by the establishment of a special
fund in New Zealand currency. Thisz fund will be available to the-
U.S. authorities for the provision of property and accommodation
required for their institutions in New Zealand and to finance the cost
of educational and cultural programmes, such as the ecreation of
scholarships, information libraries, and other facilities of mutual
benefit to New Zealand and the U.S.A.

PUBLIC DEBT

With a net increase during last financial vear of £21,273,000,.
the public debt as at 31st March last reached the total of £624,511,000.
Debt tmnxmmonx for last financial vear may he summarized as

follows :(—

Raised for war purposes— £ £
Victory Loan .. .. .. 25,645,000
Memorandum of Swumty . 3,b37,000
Treasury bills for refinancing }_)d.lt of Memorandum

of Security .. .. .. .. 8,000,000
—F— 37,182,000
National Development Loans . . .. 12,980,000
Purchase of Bank of New Zealand sh ares .. .. .. 7,038,000
Total raised .. .. .. .. .. 57,200,000
Repayments—
War Expenses Account—
For Memorandum of Security . .. 22,500,000
Repaving war debt in New Zealand .. 5,000,000
27,500,000
Public Debt Repayment Account 1,083,000

Loans Redemption Account (including ;5;5 000, 000
received from British Government and applied

for redeeming war debt) .. .. .. 7,344,000
Total repaid .. .. .. .. .. —— 35,927,000
-
Net increase .. .. .. .. .. £21,273,000

An item of outstanding importance, though not producing
any variation in -the total debt, was the repayment of loans of.
£16,107,000 on the 1st January, 1946, and £13,511,000 on the 1st
February, 1946. KExcept for a small amount of £378,000, these two
loans, carrying interest at 5 per cent. and 4 per cent. respectively,
were domiciled in London, involving the payment of interest in
sterling at the rates I have mentioned. These repayments were
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effected by the issue in New Zealand of stock totalling £29,618,000
at 24 per cent., the stock being taken up mainly by the Reserve Bank,
but partly by Treasury Aeccounts.

The net saving in interest on thiz transaction is approximately
£605,000, but the main benefit is the elimination of overseas interest
totalling- £1,330,000, which, coupled with the annual saving of £675,000
in connection with the Memorandum of Security repavment, gives a
net reduction in overseas debht charges of over £2,000,000 per annum.

iBank of N.Z. shares

It will be noticed that £7,038.000 of the increase in the debt for
last financial year was for purchase of Bank of New Zealand shares.
Following the passing of the Bank of New Zealand Aect, 1945, share-
holders on the New Zealand register were given till the 31st
January, 1946, to indicate the form of settlement desired. and
the major portion of the work was completed in time for incorporation
in the accounts at 31st March last.
~ The offers to the overseas shareholders in London and Australia
closed on the 31st March, 1946, so that in neither of these cases is
any portion of the transactions reflected in the accounts.

The following shows the position to date of completed purchases :—

£
Shares previously held by State .. .. .. .. 2,109,375
Shares acquired under 1945 Act— £
In New Zealand .. .. .. .. 3,528,894
Overseas holdings .. .. .. .. 653,765 i
. 4,182,659
Overseas holdings still held privately .. .. .. 36,091
Total subseribed eapital .. .. .. .. £6,328,125

An additional 6,640 shares have heen purchased by the Govern-
ment, but have not yet been actually transferred.
The shares transferred have heen paid for as follows:—
£

Tax-free stock 3 per cent., 1957 .. . .. 1,658,430
Ordinary stock 3 per eent 1957—60 . .. 6,466,925

London Register New Z ealand Government stock ‘31 ver cent.,
1962-65 .. . - .. .. .. 804,157
Cash .. .. .. .. .. .. .. 1,138,523
£10 068 035

Interest on stock issued will be offset by dividends 1*e(-,eived‘

I would take this opportunity of paying a tribute to the
directorate and administration of the Bank, which have served for so
many vears as an integral part of the national economy of the
Dominion, and to thank those directors who are remaining in office.
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The change to public ownership, as part of the Government’s
policy, resulted in the transtfer of some customers’ accounts, although
there has been an increase in the number of customers on the books
of the Bank. The Bank is securing its share of the new husiness
offering; no doubt some of the customers who transferred their
accounts have now realized that the Government have not in any
way interfered with the internal administration of the Bank and
that the facilities offered are in every wayv comparable with those
previously available.

Domicile of Public Debt

The war just ended was responsible for £221,775,000 of the total
debt, while the amount still owing on account of the first world
war 1s £38,297,000, including £32,738,000 nominally due to the
United Kingdom Government, but in respect of which, under a
general arrangement, all payments have been suspended for many
vears past. Thus all the effective war debt is domiciled in New
Zealand and the London debt for other purposes has been reduced
to £118,162,000, plus £32,738,000 or a total of £150,900,000 expressed in
New Zealand currency. Overseas debt is a charge on our exports for
payment of interest and repayment of principal and, therefore, means
less imports for consumption by the people of this country. Pay-
ment on account of internal debt involves problems of taxation and
administration, but no net loss to the country as a whole. The war
debt does, however, represent resources that have been used for
destruction purposes, and the capital so lost will remain a drain on
current consumnption until the debt is repaid out of taxation. The
1939-45 war debt alone constitutes a charge on the taxpaver in respect
of interest and repayment of no less than £7,700,000 per annum.

The total debt at 31st March last was domiciled for payment as
follows :— £ :

War Debt 1914-18 (part London) 58,297,000
War Debt 1939-45 (all in New

Zealand) .. . 221,775,000
— 280,072,000
Civil Debt, New Zealand .. 225,416,000
Civil Debt, London .. .. 118,162,000
Civil Debt, Australia .. .. 861,000
344,439,000
£624,511,000

It has been the policy of this Government not only to refrain
from borrowing overseas for other than war, which as already
mentioned has now all been repaid, but to repatriate the debt to the
Dominion as quickly as circumstances permit, and since 1935 the civil
debt held overseas has been reduced by no less than £47,645,000.
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Civil Debt

The civil debt as at 31st March last, and amounting to £344,000,000
has been incurred for investment in the following assets:—

£(m.)
Railways development .. .. .. 77-3
Roads and highways .. .. .. 41-2
Housing .. .. .. 31-0
Land settlement and 1mprovement .. .. 29-2
Hydro-electric development .. .. .. 24-1
Public buildings and schools .. .. .. 230
Post and telegraph services .. .. .. 180

State forests . 4-2
Mining development .. .. .. 26
State Advances Corporation .. .. .. 350
Bank of New Zealand .. .. 70
Reserve Bank of New Zealand 11
Miscellaneous . 0-3

B
i
o

History of Public Debt

I should like to trace briefly the growth of the public debt sinece
1856 when the first loan of £500,000 was authorized by Parliament.
This was partly applied to the redemption of the New Zealand
Company’s lien on the lands of the colony and to the purchase of
Native lands.

During the next ten vears considerable sums were borrowed to
finance Maori wars and for public works and immigration. In 1870
the total debt stood at £7,500,000, of which over £3,000,000 was
provincial government debt.

By 1877 the implementation of a vigorous public works pro-
gramme had increased this to £20,500,000, of which £12,500,000 had
been raised for public works. The debt continued to rise steadily
after this as the country was opened up for settlement. At the out-
break of the first war the debt stood at some £100,000,000 and this had
increased by 1920 to £200,000,000, of which 50 per cent. was domiciled
overseas. In 1939 the total debt was some £340,000,000, and
bhorrowing mainly for war purposes in the last seven vears has
brought it to its present figure of £624,000,000.

As the country has progressed the relative importance of various
types of public works has changed. Originally railways, roads and
bridges were the main items; to-dayv thev are housing and hydro-
electric power.

Provision is made for the final extinetion of all loans sixty years
after their issue, and amounts are set aside annually from taxation
for this purpose. It is also the policy of the Government, whenever
possible, to repatriate debts domiciled overseas as they fall due, and
by this means the annunal interest and other charges payable from
overseas funds have been reduced since 1935 from £7,156,000 to a
figure for this year of £4,661,000.
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It will be appreeciated, from an examination of the assets which
I ‘have mRt deseribed ‘that many of them are directly revenue pro-
ducing and as sueh are little or no burden on the 0'911@1&1 taxpaver.
The housing poliey, for which the present Government is responsible,
constitutex a worthwhile investment of the State’s resources as
adequate housing facilities for the people are next in importance to
food and e¢lothing.

Hyxdro-electrie development which aecounts for a public invest-
ment of £24,100.000, is entirely self-supporting; in fact, a profit has
been earned each vear in qplte of the fact that electricity charges in
New Zealand compare more than favourably with those in other parts
of the world.

‘Basis of Budget

The current vear’s Budget has heen prepared on the basis that
the peacetilue costs ni_ the Armed Forces will revert to the Consoli-
<dated Fund, and that the War Expenses Account will be provided
with only sufficient funds to meet the expenses of the J Force, the
portion of rehabilitation being charged to War Expenses Account,
the outstanding commitments arising from the war and items which
will he ehmmated entirely when the War Expenses Account is closed.

All of these items will, it is anticipated, be covered by funds in
the account at the beginning of the year, National Savings receipts,
moneys received from the sale of surplus assets, and miscellaneous
‘receipts. The only new money being credited to War HExpenses
Account will he from the National Savings Scheme, estimated to
produce £6,000,000 for the vear.

All taxation receipts, other than those for the Social Security
Fund, are being credited to the Consolidated Fund.

In regard to stabilization subsidies, which in the past have been
met mainly from the War Kxpenses Account, a new vote is being
included in the Consolidated Fund to meet these costs, together with
other subsidies previously charged to various votes in the
“Consolidated Fund.

CONSOLIDATED FUND

Although war finance has of necessity attracted considerable
attention in recent years, the Consolidated Fund still remains the
most important section of the Public Accounts, as therein is reflected,
either directly or indirectly, the result of most of our financial
transactions. The expenditure for last vear, after taking into
account the amount authorized by the supplementary estimates,
was estimated at £57,270,000, wherecag the actual expenditure as
disclosed by the accounts was £57,252,000. The only material varia-
tion was under the heading ‘¢ Debt Services,”” where interest was
some £331,000 over the estimate, due to the payment before due
date of broken-period interest on debt paid off just prior to 31st
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March.  This overexpenditure was more than offset by reduced
expenditure under the annual votes, so that the net expenditure as a
whole was just within the amount provided.

Revenue, totalling £58,506.000, exceeded the estimate under
practically every headmtr Income-tax, however, while still \hm\ing’
an upward trend as (*ompaled with the previous year, was approxi-
matelv £500,000 under the estimate. The favourable balance of
other itemg of revenue, however, produced a surplus for the past vear
of £1,254,000.

It is proposed to leave this surplus in the Consolidated Fund to
increase the working balance in the account to £4,510,000, which is still
below what is considered a satisfactory amount fo1 normal financing,
as it ig less than is required for one month’s expenditure out of the
Consolidated Fund.

Allowing for the taxation reductions already in operation as
from the beginning of this vear and the further reduections which I
will refer to shortly, and including the balance of war taxation now
pavable into the Consolidated Fund, the total revenue of that Fund
during the present financial yvear ig estimated at £100,382,000.

On the expenditure side the estimates include the reinstated votes
for the three Service Departments—Army, Navy, and Air-—and the -
new vote to cover stabilization. :

Numerous minor items anecillary to our war effort and handled -
by various Departments of State as a charge against War Kxpenses
Account have been transferred to the appropriate departmental votes.

The total expenditure as set out in detail in the estimates is
£99,465,000, leaving a balance of £917.000 for the supplementary
estimates and contingencies.

The following gives the estimated receipts and expenditure
under main headings:—

REecETPTS ‘

Taxation— : £(000)  £(000)
Customs o .. . .. .. .. 14,500
Beer duty .. .. e .. .. 4,200
Sales tax. . .. .. .. .. .. .. 14,250
Film hire .. .. .. .. .. .. 130
Highways .. .. .. . .. .. 2,707
Stamp duty .. .. .. .. .. ... 8,000
Land-tax .. .. .. .. .. .. 930
Income-tax . .. .. .. .. .. 30,750
National security tax .. .. .. .. .. 8,000
Miscellaneous .. .. L .. . .. 140

; ' 83,607
Interest recoveries from trading accounts, &e. .. .. .. 4,167
Profits of trading undertakings .. .. .. .. 1,607
Departmental receipts .. .. .. .. .. 10,501

v ' 16,775

- £100,382
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‘ EXPENDITURE
Permanent Appropriations— £(000)  £(000) £(000)
Debt services—
Interest and management .. .. .. 18,153
Repayment .. .. . . oo 4,249
22,402
Other special Acts .. .. .. .. . .. 2,98
- — 25,387
Annual votes—
Social Services .. .- .. .. .. .. 34,737
Reinstated vote for Navy .. .. .. .. .. 1,200 -
Reinstated vote for Army .. .. .. .. .. 2,862
Reinstated vote for Air .. .. L .. .. 3,833
New vote for stabilization .. .. .. .. .. 13,789
Other votes .. .. .. . .. .. 17,657
— 74,078
99,465
Supplementary estimates and contingencies .. .. .. .. 917
£100,382

Receipts

Commenting briefly on the major items, Customs duty, beer duty,
and sales tax continue to increase, and 1 have allowed for this in
the current vear’s revenue estimates. Highwayvs revenue also is
brought in at a higher figure due to anticipated inereased con-
sumption of petrol. Stamp duty, which last year was approximately
£500,000 over the estimate, due mainly to increased receipts from
racing taxation, is shown at a slightly increased figure. The income-
tax figure takes into account the upward trend that has been evident
for manyv years, hut due consideration has been given to the tapering-
off of the rate of inerease. The reduction due to the increased
wife’s exemption has been allowed for, as well as the new tax
reductions which I will outline in a few moments.

"The remaining heading of taxation requiring any comment is
the national security tax. T.ast year this was at the rate of 1s. 6d.
in the £1 and produced £21,738,000. Ome-third of that tax has now
been remitted, one-third transferred to the Social Security Fund,
and the other third will this vear be payable into the Consolidated
Fund towards meeting continuing war costs, such as war debt charges,
war pensions, &e.

Interest receipts will be lower this vear due mainly to the
adverse position of railway revenue, thus affecting the ability of
that undertaking to meet interest on its capital.

As an offset to this, however, wé noew have the increased revenue
from dividends of the Bank of New Zealand, which are brought in
under the heading ¢ Profits of Trading Undertakings.”” These are
now shown separately, and include Reserve Bank, Post Office, and
State Advances Corporation profits.
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The heading ‘¢ Departmental Receipts 7 at £10,501,000 shows a
material increase over the previous year’s figures of £3,154,000. This
is accounted for by two factors—first, the change in accounting pro-
cedure whereby credits-in-aid have been abolished and revenue
‘previously shown as a reduction of expenditure is now brought in
as revenue. The amount involved exceeds £4,000,000. The second
matter affecting this revenue heading ix the chan;,e-ovm of 1items
from War Expenses Account to the Consolidated Fund. Where
expenditure has been so transferred, the revenue or recoveries in .
respect thereof is also brought into the account bearing the expendi-
ture. The major item in this connection is recovery from the
Marketing Accounts of portion of the subsidies now heing met in the
first instance from the Consolidated Fund.

Expenditure

Dealing now with the expenditure, it is pleasing to note that
the first and, incidentally, the largest single item—namely, debt
services—shows a reduction of £3 94,000 over the amount actually
‘paid out last vear, and this 1'educt10n has been effected, notwith-
standing an increase of over £21,000,000 in the public debt during
last vear.

Tncreased provision iz made each year for repayvment of the
public debt, the amount this vear being £4,249,000, an increase of
£285,000. The interest charge. however, is substantially lower due
to the Government’s administration of the overseas debt, repaving out
of revenue where possible or otherwise rveplacing overseas debt at
high interest rates by internal debt at lower interest rates.

The balance of the expenditure under the permanent appropria-
tions in the sum of €2,985,000 iz substantiallv the same asx for last
vear.

On this occasion the annual appropr'aﬁom are hardly com-
par able with those for last year, due to the various major (hﬂ"eren( )
in the set-up which I have alreadv explained. '

I do not think any comment is required at this stage on thie
reinstated votes for the three Service Departments. As regards
the new vote for ‘¢ Stabilization,”” this covers the items pre-
viously ch(ug,ed to War Expenses Account and certain subsidies
which have in the past been met out of the Consolidated Fund.
This applies, for example, in the case of the subsidv on wheat
paid out of the ¢‘ Industries and Cominerce > vote and the carriage
“of fertilizers charged to vote, ** Agriculture.” :

The amount of the new stabilization vote—mnawmely, £13,789,000—
is, of course, the gross expenditure and will be offset hy recoveries
of approximately £3,400 OOO which are hrought in under the headmg
¢ Departmental RG‘(’Elth




The total of the annual appropriations this year is £74,078,000
compared with the net expenditure last vear of £31,752,000, a net
dnerease of £42.326,000. This is accounted for by

, p
- Transfers of items from War Expenses Account .. .. .. 19,741,000
Credits in aid now abolished .. .. .. .. .. 4,143,000
Increase in wheat subsidy .. .. .. . .. 954,000
Increase in social security transfer .. .. .. .. 11.000,000
Special items— £
Transfer uf film studios .. .. .. 85,000
Jontribution to international or namzatm'l\ . . 176,000
Abolition of recovery by Land and Income TI'\’ l)opart—
ment from Social Security Fund .. . 132,000
Abolition of Recoverv b\ Health Dep nfm(*m fmm
Social Security Fund . . 136,000
Decentralization of the Land (md qu omie Tax Dep.irﬁnent 32,000
Drought relief .. .. .. 30,000
Transfer to Land for N\ttlemen’r Account .. .. 100,000
(General election expenses .. .. .. .. 120,000
Milk marketing expenses .. .. .- .. 450,000
Other items .. .. .. .. .. 191,000
—— = 1,152,000
Departmental expansion—
Public Works Department .. .. .. .. 1,012,000
National Employment Nervice .. .. .. 404,000
Edueation .. .. .. .. .. 774,000
War pensions .. .. .. .. .. 654,000
Health .. . .. . . 299,000
Rehabilitation .. .. .. .. .. 127,000
Police .. .. .. .. 193,000
Secientific and Indubtnﬂ Resear(h .. .. . 112,000
Al other Departments . . o o0 1,456,000
e 5,036,000
£42,326,000

It should not be overlooked that Departments are now resuming
activitiex which, through lack of man-power, were heavily curtailed
during the war period.

Full particulars of the proposed expenditure are set out in the
printed Kstimates.

SOCIAL SECURITY FUND

The part which social soourity now plays in the economic life
of the community focuses increasing attention on the position of the
Social Security Fund.  Monetary benefits for last vear totalled
£16,552,000, an inerease of over £3,000,000 as Lompcued with the
previous vear. Medical and hospital benefits and administration
_expenses amount to £6,408,000, an increase of approximately £500,000,
making a total expenditure out of the Fund for the vear of £22,960.000.
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This was financed by revenue payvable directly into the T'und, com-
prising the social security charge, registration fee, and miscellaneous,.
totalling £15,286,000, and by a tmns‘rcl from the Consolidated Fund‘
of £7,000,000, as set out in the Budget last yvear. The halance of
expendlture over receipts was met by drawing on the moneys in the
Fund. It will be necessary to rebuild the working balance in this
Fund, and I shall refer to that aspect in a few moments.

The anticipated expenditure out of the Social Security Fund
for 1946-47 reflects the increased benefits granted during the latter
part of last vear and the family benefits which operate from the-
beginning of the present financial vear.

The revenue pavable directly into the Fund will now be aug--
mented by the increase in terms of last year’s legislation in the-
social security charge from 1s. to 1s. 6d. in the £1. Notwithstanding"
thig, however, to meet the additional benefits, a substantial increase
will he necessarv in the contribution from the Conxolidated Fund.
Moreover, as the contribution from the Consolidated Fund cannot -
conveniently be made at the Tull monthlv rate in the earlier part-
of the financial vear and the social security charge itself is payable
in part at periodical intervals while benefits are mainly pavable on
a monthly basis, a working balance of slightlv over a month’s
expenditure is econsidered essential. Provigion is accordingly heing
made thig vear to strengthen the Fund to this extent, involving a
greater contribution from the Consolidated Fund than would
otherwise have heen required. "

Summarizing the receipts and oxpenditure. we arrive at the
following :—

Recerers

I3
Social security charge .. .. .. .. .. .. 19,900,000
Miscellaneous receipts .. . . .. .. 138,000
Transter from Consolidated Fund .. .. .. .. .. 18,000,000
53 008 000
Lixpeypirray

£
Monetury benefits other than family benerits .. .. .. 16,512,000
Family benefits .. .. .. .. .. .. .. 12,620,000
Medical benefits .. .. .. .. .. .. 5,806,000
Administration expenses .. .. .. . - .. 730,000
Emergency benefits .. .. .. .. .. .. 120,000

35,788,000

On the basis I have outlined and taking into account the opening
balance of £1,716,000, we should close the vear with a carry forward
of approximately £3,900,000.
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NATIONAL DEVELOPMENT PROGRAMME

Our loan programme for the past year, apart from borrowing
for war purposes, visualized £16,650,000 being required, hut shortage
of materials and the fact that our man-power was only partially
reabsorbed into civilian employment militated against fully develop-
ing the plans made for the vear. As a result, our borrowing was
reduced, the amount raised under this heading being £12,980,000.

As has bheen the case for several vears past, the whole of this
loan programme has been financed by funds received from State
Departments for investment.

Now that the war has happily ended, the Government are able
to resmme their long-term policy of public works. My colleague, the
Hon. the Minister of Works, has already announced the Govern-
ment’s plans in this connection, covering the whole Dominion.

Housing is, of course, regarded as of first priority, and although
we have much lee-way to make up, even at present our housing
standards compare favourably with those of any other part of the
world.

After housing is the important question of inereasing hydro-
electric supplies. In the North Island, a chain of ten electrie-power
stations generating 800,000 kilowatts is in the process of being
construeted on the Waikato River, which will have the effect of
trebling present supplies. Tn the South Island the Clutha River
scheme will he implemented, while the Tekapo ILake control and
power-station and the Cobb River and Waitaki extensions will be
completed.

Irrigation and land development occupies a prominent place in
the Government’s plans, the objective being not only to bring
additional areas under cultivation and to improve existing holdings
by the provision of adequate water-supplies, but by further reclama-
tion to provide additional land for industrial purposes.

Main Highways Account

Highways and roads have now reached a stage where a compre-
hensive overhaul is due. Both have suffered from diversion of
labour and materials during the war vears and if New Zealand is
to maintain her standard of arterial highways and roads, considerable
expenditure must necessarily be incurred in hoth delayed maintenance
and new development.

In regard to the main highways the Government have decided to
provide additional financial assistance to the account. The revenue
of the Main Highways Account fell from £3,060,000 for the year
1938-39 to £1,692,000 for the vear 1943—44. Because of this heavy
reduction in income the recoupment of interest to the Consolidated
Fund was suspended from the 1st April, 1943, until such time as the
revenue of the Main Highways Account recovered sufficiently to pay
eurrent interest and the arrears. Wartime postponement of main-
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tenance works now necessitates so large an expenditure, however,
that the Government deem it preferable to use the available funds
for essential maintenance rather than payment of arrears of interest.
It has been decided, therefore, to write off not only the arrears of
interest (£1,416,297) to 31st March last, but also the 1946-47 interest
of approximately £520,000. This is equivalent to a grant of £1,936,000.

In addition to the foregoing concession, the Government have
decided that the sum of £1,226,000, advanced by way of loan in 1930,
shall also be written off so that the Main Highways Account shall
have no liability with regard to either interest or principal on that
amount. Provision accordingly will he made in the ensuing Finance Bill.

With these very substantial concessions it is anticipated that the
Main Highways Account, the revenue of which is already mounting
rapidly, will, from April, 1947 onwards, be in a position to meet its
full liabilities under all headings.

1846-47 Programme

Ag regards the current financial year cost of works to be
provided from loan-moneys is set down at £21,000,000, compared with
loans raised for this purpose during the past vear of £12,980,000. As
an illustration of the main projects upon which these loan-moneys
will be expended the following table sets out the position for last year
compared with the 194647 estimates:—

1945-16. 1946-47.
£ £

Housing . .. .. .. .. .. 5,710,000 7,500,000

Electric supply .. .. .. .. .. 2,920,000 3,100,000

Land for settlements 1,500,000 3,500,000

Education buildings .. .. .. .. 1,183,000 - 1,250,000

Railway improvement .. .. .. .. 851,000 1,156,000

Highways .. .. .. .. .. . 100,000 1,500,000
Other public works, including public buildings ; irrigation,
soil conservation, and roads ; State forests ; State coal-

mines ; and telegraph extension .. .. .. 711,000 2,994,000

Details of the above proposals are to be found in the estimates
of expenditure.

A further item to be financed out of the National Development
Loans Account is the capital of the New Zealand National Airways
Corporation following the passing, last session, of the New Zealand
National Airwavs Act. In terms of this legislation a New Zealand
National Airways Corporation was set up for the purpose of
establishing and operating national air transport air services, both
in the Dominion and overgeas. The interests of the largest private
operator—namely, the Union Airways of New Zealand, Ltd.—have
already been acquired, and at an early date the whole of the civil air
transport services will be under the control of the new Corporation.
Another corporation, owned by the United Kingdom, Australia, and
New Zealand (Governments, is bheing established to operate an air



B—6 30

service across the Pacific connecting Australia and New Zealand
with Vancouver via Fiji, Honolulu, and San Francisco. Canada.
will also operate a service on the same route, their activities being
co-ordinated with those of the Corporation and these services will
run parallel with a like service organized and operated by a United
States company.

The whole of the loans funds required for the National Develop--
ment programme will be provided by the State Departments and
Tront the 3 per cent. ““tap’’ issue at present open for publie
subseription on the local market.

This loan, maturing 15th July, 1961-63, was opened on the 3rd.
January, 1946, the proceeds heing applied initially to meet part of
the cost of repayving loans which matured in T.ondon on the 1st
January and 1st February last. Thiy procedure wag continued till
31st March, 1946, when £2,625,430 had been subscribed. Since 1st:
April, €5,500,000 has been received and hag been applied towards the
current vear’s national-development-loans programme. The total
receipts from this issue so far has thus been over £8,000,000.

In submitting this loan programme for the eurrent vear, T would
remind honourable members that for some time past the Government:
have heen engaged in a comprehensive survey of capital works:
covering the whole Dominion and including State, local authority, and
private works, with the objeet, firstly, of ascertaining the magnitude-
of the problem which has to be faced during the next few years, and,.
secondly, of establishing a svstem of priorities depending on the
resources available and the relative importance of the works. This.
co-ordination of State and private cffort will be of material import-
ance in ensuring that adequate progress is made in meeting the
nation’s housing requirements, and that, by maintaining a proper:
flow of lahour and material to such works, the Government’s policy in
regard to tull emplovment is safeguarded. :

Hospital rating

The Government has given consideration to the recommenda-
tions of the Parliamentary Select Committee on Local Government
with respect to hospital rating. The Government does not agree
that the hospital rate should he abolished. [t agrees, however, that:
it is. desirable that the rate should he stabilized. Tt has been decided
that from the beginning of next financial vear the hospital levy in:
any district of New Zealand shall not exceed 05 d. per pound of”
rateable capital value.

While the amount levied on local authorities will be determined
on the above basis, each local authority will allocate the sum required
amongst its ratepavers, according to the system of rating in vogue:
in its area. It is also the view of the Government that hospital
districts should be enlarged in order to promote a more efficient.
svstem of health administration and that a greater measure of control
of Hospital Board expenditure should he exercised.
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‘Regrading of State Services

The legislation governing the major State Services provides for
the regrading of those Services at intervals of not more than five
vears. The last statutory regrading undertaken was in 1937, and
this would have been followed by a further review in 1942. It was,
however, necessary to postpone the regrading during the war years,
but the Government agreed to it being put in hand immediately
hostilities ceased.

The Railwavs Service, the Post and Telegraph Service, and the
Departments under the control of the PPublic Service Commissioner
will all be regraded as at 1st April, 1946. This involves the task of
reviewing the salary grading of all positions in these Services, and,
where necessary, realigning them. New salary scales, incorporating
the cost-of-living bonus, have now bheen approved by the Government
for application with the regrading.

The review of positions and the introduction of revised scales
should do much to remove any anomalies that have become apparent
since 1937, and enable the Public Service to embark on its post-war
tasks with the staff position placed on a proper basis.

In addition to the services mentioned, a report has recently
been presented to the Government by a Consultative Committee
covering recommendations in connection with the salaries of both
primary and post-primary teachers. This report is receiving the
urgent attention ot the Government and an announcement will be
made shortly as to the new rates which will cover, in addition, the
salaries of the University teaching-staff.

As regards the Armed Services, proposals for a general regrad-
ing have been prepared by the Navy, Army, and Air Force and are
now being considered by a co-ordination committee representative
of the three Services. As soon as these investigations have been
completed, they will be reviewed by the Government and a decision
announced.

Superannuation of State employees

Legislation was passed last session of Parliament, improving
very materially the superannuation benefits payable to State
emplovees.

It is proposed to introduce this session, a general consolidating
and unifving measure, when any existing anomalies will be removed.

THE FUTURE
Before outlining in detail the new proposals with regard to taxa-
tion, T would take this opportunity of discussing some of the long-
range plans for the cconomic and social developments of New Zealand.
Housing
The Government’s housing progranmie envisages the construction
of 12,000 houses per annuin during the next five vears. Timber
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milling will be stimulated and strict control maintained over supplies
in order to ensure that priority is given to the most urgent
requirements. More houses will come before bigger houses.

Education

In the field of education there will be a vigorous school-building
programme to overtake the wartime arrears of school buildings.
With more buildings and more teachers a further extension of the
school-leaving age will be possible and greatly extended services for
the health and education of our children will be developed. Improve-
ment is also to be made in University education facilities and the
necessary finance will be made available in the Supplementary
Estimates.

Coal

Coal production, which is the basis of so many of our industries,
has given much concern during recent vears particularly since the
supplies previously available from Australia have heen discontinued.
Open-cast mining has been of material assistance, but from time to
time the Government have found it necessary to purchase coal-mines,
often as a result of impending closing down, but in any case to
increase production. The Government’s policy in this connection
is to aequire by purchase the whole of the privately-owned coal-
mines in the Dominion and to run them entirely on a national basis.
The importance of adequate coal-supplies cannot be over-emphasized
and the Governmment are convinced that nationalization is the only
satisfactory solution of this problem.

Primary Industries

New Zealand ranks high among food-producing countries and we
have great opportunity and a moral obligation to increase our
production to the maximum.

The Government’s efforts will be directed towards encouraging
increases in the production of meat and dairy produce, and agri-
cultural erops, as well as in special produce to serve our domestic
markets. The Government visualizes extensive land development,
irrigation, and swamp-land reclamation and the bringing about of
considerable improvements in rural living and working conditions.

Secondary Industries

It is the Government’s policy to encourage the establishment and
development of worthwhile secondary industries. Partly due to the
war we have successfully established many new industries emploving
many thousands of workers and the production of consumer goods
on an econoic basis.

Ag T have said earlier, import selection will still be necessary to
ensure the most economic use of the Dominion’s overseas funds.
Although the maximum quantity of goods will be imported within the
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available funds, clearly the most advantageous use of the funds is to
import goods which cannot be made in New Zealand and to make the
fullest use of our own industrial resources.

Rehabilitation

Remarkable progress has already been made in the rehabilitation
scheme and the (Government will continue to do everything possible
to restore the opportunities of ex-servicemen and women lost as a
result of the war. Priority is assured to them for State houses and
building materials and liberal education and trade-training facilities
are prowded

On the land, it is estimated that 8,000 ex- servicemen will require
to be settled; 2,380 of these have already been settled. The settling
of the remaining 5,620 will be pushed ahead as quickly as suitable
land can be acquired and developed.

TAXATION

[ now come to the important matter of taxation.

The reduction in war expenditure following the demobilization
of our Forces has now made possible a reduction in taxes. It is
reasonable that the amount available should, as far as possible, be
applied in reduction of war taxes. Last session the first step in this
direction wag made in the reduction in the national security tax by 6d.
in the €1, which became operative in the early part of the present
financial year. This reduction will involve a loss of revenue of
£7,000,000 per annum. The relief in this respeet is enjoyed by all
taxpavers. A fTurther henefit to the taxpayver, though not in respect
of war taxation, was made in the complete abolition of the social
security registre L'ClOIl fee, amounting to approximately £600,000 per
annun.

Continuing war costs

Before congidering further taxation adjustments, it is necessary
to study carefully the continuing costs which the war has imposed
on our financial position. The additional permanent expenditure
resultine from the war and represented by the difference between
1939 and 1946 costs, under the four main headings, is summarized
as follows:—

£(m.)

Interest, management charges, and repayment cost of war debt of
£221,775,000 .. 7

‘War pensions: 31st March, 1939, £] 616, OOO now £2 050, OOO 193945
war, £2,240,000 .. .. . .. 3:0
Rehabilitation (apart from loan moneys) .. .. .. .. 30

Extra costs of Navy, Army, and Air: 31st March, 1939, £2,220,000;
31st Maxrch, 1947, £7,895,000 .. .. .. o .. 56
Increase . . .o oo .o . .. #£193
———

2—B 6
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As set out in Table No. 1 attached to this Statement, total
receipts from taxation for all purposes during last financial vear
amounted to £114-9 millions.

This was derived from the following sources:—

On income— £(m) £(m.)
Income-tax ' .. .. .. .. .. 353
Social Security clnrge .. .. .. .. .. 146
National Security tax .. .. .. .. .o 21T

— 116

Other taxes—

Customs duty 117
Sales-tax 150
Beer duty 4-0
Highways revenue 2:3
Stamp duties 7-8
Land-tax 09
Social Sceurity roms‘rrahon fee 06
Miseellaneous 10

— 433

£1 14-9

rm———_

This shows an inerease over the previous vear, 194445, of
£6,250,000 at the same rates of taxation.

It is realized that the high taxation rates, which had necessarily
to be imposed in connection with the war effort, may militate against
the establishment and extension of industries, and we cannot hope
to maintain a policy of full emplovment nor improve living standards
without a balanced development of industries and sufficient incentive
for industry to forge ahead.

Our guiding principle is the encouragement of production,
and to that end it is proposed to reduce or abolish first those
taxes which tend to discourage \VOllx and enterprise;  seceondly,
to reduce those which are reflected in production cos’cs and the
cost of living, while retaining those taxes which mav be regarded
as the permanent sources of State revenue and which reflect less
adversely on the nation’s productivity.

The practical solution of our tax and debt problems is a high
level of production, employment, and national income. By these
means we will not only lighten the burden of taxes and debt charges,
‘but will achieve even higher standards of living than we have pre-
viously attained. The high level of production during the war vears
has given us a conception of what is possible.  The problems
confronting us are by no means easy ones. The economic machine
must run smoothly, incentives must be given both to labour and to
_eapital, there must be an equitable distr J)utlon of the national income,
and the tax gystem must be so adjusted as to contribute to the
maximum in attaining our objectives.



Excess Profits Tax

To provide a new stimulus to industry, thus benefitting all
sections of the community, excess profits tax is to he abolished.
This tax was imposed solely for war purposes, and its retention can
no longer be justified. The objeet of the tax was, of course, to
obtain for the State the greater proportion of the profits arising
from wartime activities. The continuation of such a tax would be
a definite deterrent to industry, and, as I have already explained,
the Government are particularly anxious to assist industry towards
rehabilitation and expansion. The discontinuance of the excess
profits tax will result in a loss of taxation of approximately £500,000
per annum.

Income-tax

Income-tax bears directly on the incomes of the people, and it is
accordingly proposed, in respect of tax pavable this financial year,
to reduce the war surcharge from 33% per cent. to 15 per cent. This
concession will absorb an estimated amount of £4,750,000. '

Attached to this statement are schedules showing the effect of
this reduetion, together with the reduction from 2« 6d. to 2s. in the
£1 in the combined social gecurity and national security tax, in go far
ag a typical married taxpaver and company profits are concerned.

Tables 11 and 12 show in greater detail with regard to a wide
range of incomes the tax to be paid and the residue remaining after
payment of tax. '

A married man with a dependent wife obtains a further reduction
in income-tax through the increased amount of exemption for a
wite—viz., from £50 to £100. This amendment has already been
affected in the Land and Income Tax Amendment Aect, 1945. His
position is as follows:—

. Total Tax Total Tax

Flicgglogioss Payment during | Payment during Iélg:fgﬁgd
. Last Year. Current Year. ’ :

£ £ £ £

400 76 54 22

500 107 80 27

600 140 107 33

800 212 166 : 46

The married man with a wholly dependent wife and children for
whom the universal tfamily benefit is paid obtaing the advantage of
the social security benefit of 10s. per week for each child—paid



B—6

36

regardless of the parents’ income—and the two reductions in taxation

rates, with the increased exemption for a dependent wife.

The

combination of these factors gives the following result:—

Fixed Gross
Income.

Taxpayer with dependent wife and one child

Residue Last
Year, after
Payment of
all Tncome
Taxation.

‘! Residue for the

Current Year,
including £26
{ per child Family
| Benefit, and in-
cluding £50 per

child exemption.

Increased
Residue.

£ £ £ £
400 334 378 44
500 403 454 51
600 470 528 58
800 600 670 70

Taxpayer with

dependent wife and two children

400 342 412 70
500 413 488 5
600 480 562 82
800 612 706 94

Taxpayer with dependent wife and three children

400 376 438 62
500 421 ;521 100
600 490 = T596 106
800 624 742 118

It will bhe observed from this last group, that a taxpayer

with an income of £500 and a dependent wife and three children
would have a residue after payment of all income taxation during
the financial year ended 31st March, 1946, amounting to £421. The
amount which will be available in the same family during the current
financial year will be £521. This additional £100 represents an
increase of 23 per cent. over the sum available during 1945-46.

The rate of income-tax on companies will be restored to that
which applied up to March, 1942. Companies will thus pay the basic
rate of company income-tax plus 15 per cent., and will also pay social
and national security tax at the reduced rate of 2s. in the pound. The
effect of these reductions gives a much more favourable incentive to
increased production than existed under the higher war rates of
tax. This is demonstrated from the following table which shows a
comparison of the amount available after pavinent of income-tax,
social and national security tax.
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Total Taxation . TResidue Increase in
Assessable during Year Present under Residue over
Income. ended 31st Residue. | Present Previous
March, 1946. . Proposals. Year.
£ g £ ! £ £

2,000 805 L9 | 1,321 126
5,000 2,847 2,153 | 2,583 430
7,000 4,673 2,327 ‘ 2,990 663
10,000 7,028 2,972 i 3,968 996

These adjustinents, it is hoped, will provide that measure of
encouragement for workers and emplovers alike to assist in the
restoration of peacetime industry to the maximum extent possible.

Gold Export Duty

Another tax which was specially imposed for war purposes was
the additional gold export duty imposed in 1939. Under the circum-
stances it is now proposed to abolish the whole of this additional
charge which should assist materially in gold-mining operations in
the Dominion.

Primage Duty on Books and Periodicals

In response to representations made at the conference of book-
sellers on 19th March last, the (Government have decided to remove
the 3 per cent. primage duty from books and periodicals on the under-
standing that book-prices to the publie will be reduced by 5 per cent.
The necessary Order in Council has been passed and will come into
operation to-morrow, the 16th instant.

Sales Tax

The present rates of sales tax are high and were designed, firstly,
to provide portion of the revenue required for war purposes, and,
secondly, to discourage expenditure on consmmer goods during the
war period. The Government proposes to make the maximum redue-
tions possible with the funds available as quickly as possible. One
method would be to reduce all items bearing a 20 per cent. sales tax
to, =av, 10 per cent. Such an adjustment, however, would have
the disadvantage that it would not benefit such items asg timber
and clothing, which are already taxed at the rate of 10 per cent. The
(fovernment are particularly anxious to reduce building costs, while
clothing is an essential item in living costs, and anv savings would
be of dircet benefit to the public. Consequently, as an alternative to
a general reduction from 20 per cent. to 10 per cent., the Tariff
Schedule has been carefully examined, and it is proposed to make
individual reductions according to the necessities of the particular
items with the object of henefiting families and home-builders. To
this end it has heen decided to abolish entirely the sales tax on («)



B—6 38

all building materialg, including timber, cement, bhuilding paper and
wallboard, glass, hardware, wallpaper, paint, bricks, and roofing
materials; (b) clothing of all desceriptions; (c¢) household furnishings
of all kinds, including perambulators; and (d) a miscellaneous num-
ber of items including dried or dehydrated fruits and surgical and
dental instruments. The total taxation reductions for a full vear is
estimated at £7,000,000.

To the extent that the items concerned are at present being
subsidized for stabilization purposes, the subsidies will be discon-
tinued as soon as administratively possible, but nevertheless the net
effect of these adjustinents will be substantially to reduce living costs
generally.,

A complete list of the items concerned is shown in the Resolution
which will be submitted to the House at the conclusion of this
statement.

The exemptions from sales tax which T have mentioned will
involve a loss of revenue for a full vear of £7,000,000, but as these
will operate for six months and a half only of this vear the con-
cessions this vear will mean a reduction of J:,3,8()0 000.

Summary of Tax Reductions

These taxation adjustments may be swummarized as follows,
showing the effect for a full year and also the loss of revenue for
the present financial year:—

Full Year Present Year
Already in Operation-—- £(m.) £(m.)

Reduction in national security tax . 7-0 7-0
Abolition of social security registration fee .. 0.6 0-6
Reduction due to increased wife exemption 1-3 1-3
— 89 —= 89
Proposed—
Reduction of income-tax surcharge from 33% per ceut.
to 15 per cent. . 47 4-7
Elimination of excess ploﬁts tax 05 0-5
Reductions in sales tax 70 38
Reductions in gold duty and pnmaﬂe dut} 0-1 0-1
—— 12:3 — Y-l
21-2 18 O

Honourable members will appreciate that taxation concessions
amounting in a full yvear to mo less than £21,200,000 during what
may bhe described as the transitional pen()d l‘])l@b@]lts a very
material relief from the burden of taxes imposed on account of
the war, and at the same time should encourage all sections of the
comnunity to produce to the maximum of their ability and so
ensure that New Zealand plavs her part in the re-establishment of
world economy.
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Double Taxation

An additional measure of relief is afforded by an arrangement
recently made with the Chancellor of the Exchequer of the United
Kingdom for the elimination of double taxation of income. T am
pleased to bhe able to tell you that complete agreement has been
reached with the United Kingdom Government on all important
points. A formal document is now in course of preparation, and
it is hoped that this will be finished at an early date so that the
terms of the agreement may bhe announced and made operative
as early as possible. The agreement will prove of real assistance
to traders and others with interests in hoth countries,

Conclusion

And now, Mr. Chairman, myv tagk for this evening is reaching
an end.

That task has been morve agreeable than any in recent years,
because this ix the first Budget since New Zealand, with the Allies,
emerged victorious from the most desperate war ever lought to
preserve human rights and justice against savage and brutal forees
seeking to subjugate the world.

In opening 1 said that to-day is a great anniversaryv--a yvear
ago to-day was V.J Day. Tt is equally fitting to rvecall that this is also
another notable anniversary. TFive vears ago to-dav the world was
thrilling to the announcement of the terms of the Atlantic Charter,
which had been adopted on the previous day as embodyving the guiding
princinles of the United Kingdom and the United States of America.

That Charter was the foundation on which the construetion of
the nachinery of international co-operation was comwmenced. Tt was
the heginning of the road to United Nations, and recognition of the
hopes and ideals of mankind. Manyv vecognized the great step
forward it made, and its terms onlv required more careful definition
and elaboration to make it the Magna Carta of all nations.

That Charter recognized the desive to bring about the fullest
collaboration between all nations in the economie field with the object
of securing for all improved labour standardy, economie advancement,
and social security.

New Zealand has already indicated for a decade that it recognizes
the need for considerable advances to a better world and a richer
life for mankind. Whether we work in the field, factory, or office, or
whether our dealings are with other nations and their citizens, the
vay to true happiness and prosperity lies along the road where the
maintenance of our rights is matched with the realization and
ohservance of our community responsibility.

Many great leaders have expressed their faith in national and
international organization capable of giving mankind the chance to
ensure that the vast suffering of the conflict throngh which we have
passed shall not have been in vain,
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In a memorable address a short time ago Field Marshal Smuts,
Prime Minister of South Afriea, said:—

““ People are searching their own souls for the causes
that have brought us to this pass. May it he our privilege
to see that this suffering, this travail and search of man’s
spirit, shall this time not be in vain. Without feeding on
illusions, without pursuing the impossible, there is yet much
in the common life of the people which can he remedied,
muech unnecessary inequality and privilege to be levelled
away, much common-sense opportunity to be erected as the
common birthright, and public atmosphere for all to engoy
as a right. Health, housing, education, decent social ameni-
ties, provision ag‘amst avoidable in b(’CUI‘ltIOh—aﬂ these simple
goods, and much more, can be provided for, and thus a
common higher level oi life achieved by all.”’

May 1 also direct your mindg to what [ feel are the deep-seated
and abiding realities affecting this country of ours as a Sovereign
State, and as a member of the world Tamily of nations.

We are a new countrv. Therc are nooplo now living who can
remember our carly beginnings. We have, through our own strivings
and development, and through our s’teadﬂy maturing sense of national
responsibility, achieved our adulthood ag a nation. As an adult
nation we stood shoulder to shoulder with our friends in the couflict
now ended. Tt is as an adult nation that we stand face to face
with friends and foriner foes alike to enwure that the sacrifices of
war hear good fruit in time of peace.

I am more than ever convinced that the key to success in this
ereat aim is the wholehearted adherence to the maxim that, to a
Just observance of our rights and privileges, we must unite a firm
resolve to shoulder our every obligation and 1oqnon<1b111tv~~1nleldual
to individual, individual to nation, nation to individuai, and nation to
nation.

These are sentiments that st strike an echo in the hearts
and souls of our people in New Zealand for here those ideals have
heen steadily growing and f'l()nrishin“’ Because of our natura
hounties and our general appreciation of the necessity for community
1(\\})01}\1})1]1‘5\’ in the attainment of those ideals New Zealand is
among the fortunate nations. Let us hend ourselves further to the
fask of implementing a programme that is designed to entr@pd;
our gains iu the field of national and international practical idealism,
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Table No. 2

STATEMENT OF THE ACTUAL NET EXPENDITURE OF THE CONSOLIDATED FUND (ORDINARY
REVENUE AcCOUNT) FOR THE FINANCIAL YEAR ENDED 31sT MARCH, 1946, COMPARED
WITH THAT OF THE FINANCIAL YEAR ENDED 31sT MarcH, 1945.

Year ended : Year ended
_ 31st March, 31st March, Increase. Decrease.
1945, ! 1945,
|
Permanent Appr()pz'i&bions~ £ : £ £ £
Under special Acts of Legislature— |
Civil List .. .. .. .. 95,441 | 79,451 15,990
Debt Services—
Interest .. .. .. .. | 18,584,434 | 17,323,346 | 1,261,088
Sinking Fund .. . .. .. .. ..
Repayment of Public Debt Act, 1925 .. 3,914,184 | 3,585,147 329,037 ..
Transfers to Loans Redemption Account 50,000 182,546 .. 132,546
Payments on guaranteed loans .. .. Cr. 3,948 3,048 ..
Administration and management .. 247,760 296, 606 .. 48,846
Total—Debt Scrvices L. 22,796,378 | 21,383,697 1,594,073 181,392
Other Services—
Highways .. .. .. .. 2,319,130 1,916,948 402,182 ..
Other special Acts .. .. .. 288,942 4,608, 208% .. | 4,319,356
Total—Other Services .. 2,608,072 6,525,246 402,182 i 4,319,356
"Total—Permanent Appropria- | 25,499,891 | 27,988,394 | 2,012,245 | 4,500,748
tions
Annual Appropriations—
Vote,—
Legislative. . .. .. .. 126,994 121,506 5,488
Prime Minister’s Department. . . 41,346 35,623 5,718
External Affairs .. .. .. 208,670 177,023 31,647
Finance— .
Treasury .. .. .. 73,787 94,837 .. 21,050
Customs. . .. .. .. 176,307 156,842 19,465 .
Land and Income Tax .. .. 328,226 211,112 117,114
Stamp Duties .. .. .. 177,965 136,407 41,558
Audit .. .. .. .. 90,977 43,896 47,081 |
Total—Finance .. .. 847,262 643,094 225,218 i 21,050

* Includes transfer of £4,000,000 to War Expenses Account.
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_Table No. 2
STaTEMENT OF THE AcTusl NET EXPENDITURE OF THE CONSOLIDATED FUND, ETC.—0ctd.
Year ended ‘ Year ended
—— 31st March, | 31st March, Increase. Decrease.
1946. ! 1945,
— N S t
Annual Appropriations—continued £ , £ £ £
Vote—continued i
General Administration— ] i
Public Service Commissioner’s Office 27,190 20,574 6,616
Internal Affairs .. (49,887 585,815 64,072
Istand Territories 384,873 286,706 98,167 ..
Printing and Stationery 352,726 409,035 .. 56,304
Marine . 231,548 183,851 48,097 ..
Labour .. 132,983 239,143 .. 106,160
Native 275,345 330,586 .. 55,241
Valuation 75,345 48,491 26,854
Rlectoral 28,283 11,225 17,058
Census and \t%tﬂtl(% 71,233 32,988 38,245
National Employment Service 182,020 .. 182,020
Rehabilitation 293,346 142,080 151,266
Total~Cencral Administration | 2,705,179 | 2,200,494 632,395 217,711
Law and Order— .
Justice and Prisons 311,186 267,261 13,925
Crown Law Office 9,841 8,476 1,385 ..
Police . 730,973 759,163 28,226
Total—Law and Order 1,052,000 1,034,930 45,290 7 23,220
Miintenance of Public Works and Services| 1,942,344 881,715 1,060,629
Development of Primary and Secondary
Organization for National Development 14,742 7,582 7,160
Lands and Survey .. 509,144 380,810 128,334
Agriculture 1,067,463 | 1,130,315 .. 62,852
mmnmim and Induatndl Resa«u ch 331,275 228,545 102,730
Aines 67,651 97,585 .. 29,934
Pransport . .. 114,330 83,236 31,004
Industries and (jommeroe .. 998,539 644,927 353,612
Tourist and Publicity 258,240 231,323 26,917
Total-—Development of Primary | 3,361,384 2,804,323 649,847 92,786
and Secondary Industries
Social Services—
Health .. . 2,692,385 | 2,162,551 529,838
Mental osplta,ls .. 863,808 563,546 300,262
Education 6,460,623 5,067,571 1, 393 052
War and other penswns 4,172,633 | 3,840,335 32,298
Social Security .. 7,000,000 4,560,000 2, 00 000
National Provident <md Friendly 112,448 109,100 3,348
Societics S
Total—Social Services 21,301,901 | 16,243,103 5,058,758
Unauthorized Expenditure—
Services not provided for 164,694 812,869 648,175
Total-—Annual Appropuriations | 31,751,774 | 25,044,685 | 7,715,030 | 1,007,941
9,727,275 | 5,508,689
5,508,689 ..
'.i‘(){:a'll Expenditure .. 57,251,665 | 53,033,079 4,318,586 L
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Table No. 3
SOCIAL SECURITY ;FUND
Cear en: ar en Estimate for
_ glgtxl\laﬁ%% gzl‘Ztrl\%af:li 3}{1%%%2;133 :sYlZ?rﬁgfc{ii Year cnding
1943. 1944, 1945. 1946, ogg
Receipts £ £ £ £ £
Registration fees .. | 540,921 | 551,064 574,436 585,713 25,000
Social security charge . 111,624,046 (12,796,108 13,663,858 114,557,460 19,900,000
Miscellaneous receipts 48,673 44,913 38,112 143,020 113,000
Balance from previous year .. | 3,023,835 | 3,086,801 | 2,945,139 | 2,389,701 | 1,716,302
Transfer from Consolidated Fund .. | 3,800,000 | 4,100,000 | 4,500,000 | 7,000,000 {18,000,000:
19,037,475 20,578,886 |21,721,545 (24,675,894 39,754,302
Ezxpenditure
Administration expenses . . 518,030 509,294 563,676 721,587 730,000
Emergency benefits 118,923 115,573 105,834 121,959 120,000
Hospital benefits, &c.—
Maternity benefits 505,219 513,939 530,734 600,209 621,000
Hospital benefits 1,539,282 | 2,133,389 | 2,266,688 | 2,173,460 | 2,195,000
Medical benefits 1,016,032 | 1,179,331 | 1,287,023 | 1,427,309 | 1,496,000
Pharmaceutical benefits 563,247 762,198 980,237 | 1,133,366 | 1,206,000
Supplementary benefits 97,399 137,823 170,032 229,971 288,000
Monetary benefits—
Age .. .. 7,783,084 | 8,101,669 | 8,492,015 | 9,817,615 (11,530,000
Widows 866,597 949,099 985,451 | 1,043,593 | 1,506,000
Orphans 20,628 22,442 23,253 24,178 23,000
Family 790,719 876,858 | 1,405,112 | 2,611,759 {12,620,000
Invalids 1,036,374 | 1,067,409 | 1,072,619 | 1,183,537 | 1,415,000
Miners 80,100 76,653 74,367 88,359 98,004
Maori War 189 118 78 101 100
Unemployment 49,639 | 32,316 27,822 31,661 30,000
Sickness .. 362,088 376,878 351,866 565,420 450,000
Universal superannuation 603,124 778,758 965,036 | 1,185,508 | 1,460,000
Balance .. . 3,086,801 | 2,945,139 | 2,389,702 | 1,716,302 | 3,966,202
19,037,475 FO,578,886 21,721,545

24,675,894

39,754,302
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Table No. 4

WAR EXPENSES ACCOUNT

STATEMENT SHOWING THE NET EXPENDITURE FOR THE YEAR ENDED 31sT MarcH,

1946, COMPARED WITH THE YEAR ENDED 31lsT Marcm, 194D

Year ended

Year ended

- 31st March, 31st March, Increase. Decrease.
1946. 1945.

Navy-— £ £ £ £
Pay and allowances . . 3,527,039 2,050,412 876,627 ..
Accommodation, vmtuallmg, and clothmé, 561,315 432,148 129,167 ..
‘War and other stores .. 182,947 1,238,578 1,055,631
Medical services 16,044 10,049 5,995 ..
Tducational and vocational services 4,262 8,797 4,536
Land, bmldmg,s and ships . 744,833 713,907 30,926 s
Doclun;:' repairs, maintenance, and rent . 346,802 904,600 557,798
Transport . .. 285,454 330,076 .. 44.622
Miscellancous effective services 108,316 156,588 .. 48,272
Non-effeetive services .. .. 237,481 193,926 43,555 ..

6,014,493 | 6,639,081 1,086,270 1,710,868

Army-—

Pay and allowances . 23,183,540 23,136,937 46,603
Accommodation, v:ctudllmg, and’ clothmg 2,398,504 2 665,124 .. ’66 620
‘War and other stores .. . Cr. 7,022,410 20,858,248 .. 27,380, 658
Medical services 558,400 481,025 77,376
Educational and vocamonal services 19,195 14,849 4,346
Land, buildings, and fortifications 307,952 695,307 . 387,355
Repmrs mintenance, and rent 295,513 364,305 .. 68,792
Transport . 3,871,426 2,959,997 911,429 ..
MisceHaneous and effective servxces 368,525 285,970 82,558
Non-effective services .. 36,879 7,415 29,464

24,017,524 50,969,177 1,151,772 28,108,426

Ajr—

Pay and allowances . . 9,297,772 10,451,540 1,153,768
Accommodation, \mtua,lhng, and clothmg 1,695,862 2,127 ,039 531,177
‘War and other stores .. . 15,515,117 18,223,341 .. 2,708,224
Medical services 66,641 62,663 3,978 ..
Educational and vocational services 2,401 7,888 .. 5,487
Land, aerodromes, and other buildings 484,623 957,808 473,185
Repairs, ma,intcn:moe and rent 97,405 143,365 .. 45,960
Transport, . .. 465,442 863,513 .. 398,071
Miscellaneous effective services .. 4,532,257 321,348 4,210,909 ..
Non-effective services .. .. 64,9 124,599 . 59,690
32,122,429 33,283,104 4,214,887 5,375,662
Ancillary—
Primary producers’ subsidies 1,498,296 2,459,369 .. 961,073
Stabilization subsidies 3,033,057 2,559,324 478,733 ..
‘Grants and subsidies for promotmn and expa.nsion 362,288 150,746 211,542
of war production
E.P.S. and other security measures 354,903 214,394 140,509 .
Services for Armed Forces (recoverable) . . Cr. 877,936 2,207,396 .. 3,084,432
Reserve stocks, indents, and manufactured goods Cr. 4,066,041 |Cr. 5,246,406 1,180,365 ..
(recoverable)
Snldier; financial assistance, patriotic, and similar 379,869 762,742 382,873
grants
Bulk purchases and sales by Food Controller Cr. 1,761,899 103,108 .. 1,866,007
National Service Department .. 297,277 348,962 .. 51,685
'U\IB,RA .. 1,078,443 .. 1,078,443 ..
Miscellaneous (recov erable in part and whole) 221,720 76,825 144,895 ..
Miscellapeous (non-recoverable). . 1,119,364 1,253,851 .. 133,987
1,640,241 4,889,811 3,229,487 6,479,067

Rehabilitation advances, &c. 2,572,967 1,243,318 1,829,649 ..

Reciprocal aid : Reverse lend-lease 22,777,672 26,734,595 .. 3,956,923

Gratuities 18,000,000 .. 18,000,000 ..

Transfer to L Oa.ns Redempmon Accoun(: 27,500,000 6,250,000 21,250,000

70,850,639 34,227,918 40,579,649 3,956,928
50,262,065 45,625,825
45,625,825 .-
Teotal .. . 184,645,326 | 130,009,086 4,636,240




Table No. 35
PUBLIC DEBT

MaruriTy AxD Domicine o DERT oUTSTANDING, 31st Mamcm, 1946

; Due in
ann§.mutqring | Total Debt
}Sllleixl'!:ani]?iciﬁé } . New Zealand. {Nominal
o ; 2 i Loundon (in . R Amount).
31st March.* New Zealand Australia.
Currency). Public. Departmental.
) £ £ £ £
Overdue .. .. .. 4,130 .. 4,130
Treasury bills .. .. 18,000 54,982,000 55,000,600
Funded debtf .. 30,125,249 . .. 30,125,249
Interest freci .. .. 367,446 .. 367,446
1947 .. .. .. .. 3,523,823 164,271 3,688,094
1948 .. .. 14,177,011 82,300 6,583,630 1,839,250 22,682,191
1949 N .. .. .. 12,491,760 355,425 12,847,185
1950 .. .. 9,375,000 .. 18,786,815 9,337,280 37,499,095
1951 .. .. 1,562,500 779,000 .. .. 2,341,500
1952 .. .. .. . 2,612,985 10,704,130 13,317,115
1958 .. .. .. .. 11,352,695 1,126,385 12,479,080
1954 .. .. 9,153,224 .. 9,393,505 346,475 18,893,204
1955 .. .. 2,613,636 .. 6,141,870 357,130 9,112,636
19566 .. .. 15,000,000 . 17,604,745 1,723,950 34,328,695
1957 . .. .. .. 30,128,530 7,530,245 37,658,775
1958 .. .. 24,031,831 .. 19,570,195 139,118,778 182,720,804
1959 .. .. .. .. 10,171,980 55,678,098 63,850,078
1960 .. .. .. .. 7,250,705 1,306,510 3,557,215
1961 .. .. 7,889,599 . 17,651,415 2,162,120 27,703,134
1964 .. .. 4,174,570 .. 8,613,710 3,749,950 21,538,230
1966 .. .. 21,547,734 .. .. .. 21,547,734
1972 - .. .. 6,250,000 .. .. .. 6,250,000
Totals . 150,900,354 861,300 182,267,939 | 290,481,997 | 624,511,590
* In respeet of many of the loans the Government has the option to redeem the securitics at an carlier date. Tor
particulars, sec B.-1 [Pt. I} T Imperial Government advances funded in terms of section 8, Finance Act, 1922,
Payments at present suspended. I Interest-frec loans are for various periods, the bulk being for the duration of
the war and stipulated periods thereafter. § Includes holdings by Reserve Bank previously shown under

“ Public.”

SUMMARY OF DEPARTMENTAL INVESTMENTS

£

Investments held by accounts within the Public Account .. .. 21,059,265
National Broadcasting Service .. . .. .. 1,950,000
Marketing Department .. .. .. .. .. 14,451,755
Government Life Insurance .. .. .. .. .. 4,187,075
Native Trustee .. .. .. .. . .. 242,010
Post Office .. .. .. .. .. .. .. 143,340,771
Post Office :  National savings .. .. .. .. 35,031,000
Public Trustee .. . .. .. .. .. 20,030,056
Reserve Bank .. .. .. .. .. .. 45,571,965
State Advances Corporation .. .. - .. .. 3,010,000
State Fire Insurance Offico-—

Accident Branch .. .. .. .. .. .. 572,500

Fire Branch .. .. .. .. .. .. 1,035,600

£290,481,997%
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Table No. 7
TAXATION AND PRIVATE INCOME

Average per Head of

Population. Reconeciliation with Retail Price Index.
Year ended 31st Marcls, g‘f‘t(:ll j
Private Taxation. PS\C:( o Ylndcx; | 1:;:;(:;(‘ | Taxation. Pl‘éi‘tp
Ineome. Income. f\l};;’fljgg i Income. i e Incl(‘n;w.
= 1000). - |
i ) ) 4
£ £k L% £
32 L. .. .. 65-7 115 i 54-2 1000 ! 65-7 11-5 -2
1033 .. .. .. 60-0 12:9 1 47-1 915 65-6 14-1 5
1934 .. .. .. 636 13-9 3517 896 0 73-2 15-5 7
1935 .. .. .. 686 15-9 327 913 5.1 17-4 577
193¢ .. .. .. 79-6 16-3 " 63-3 944 84-3 17-3 67-0
1937 .. .. .. 99-8 19-8 1 80-0 983 101-5 20-1 81-4
1938 .. .. .. 1087 231 1 856 1047 103-8 22-1 81-7
1936 .. . .. 115-3 23-5 ¢ 91-8 1072 107-6 21-9 85-7
1940 .. .. .. 122-5 ‘ 27-2 “ 93-3 1126 108-8 242 84-6
1941 .. .. .. 132-8 375 | 948 1172 112-9 32-0 809
1942 .. . .. 41-5 1 41-.8 | 99.7 1210 116-9 345 82-4
1043 .. .. .. 161-2 53-6 1 16746 1257 128-2 42-6 856
1944 .. .. 178-5 | 61-6 116-9 1267 140-9 186 92-3
1945 .. .. .. 182-6 | 65-3 t 117-3 1270 143-8 51-4 924
i

* Wartime price index linked on to Census and Statistics Department's retail prices series.
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Commodity.

Bread

Flour

Tea

Sugar

Milk ..

Butter

Cheese ..
Beef (prime ribs)
Mutton, leg .
Mutton, shoulder
Bacon

RETAIL PRICES OF BASIC FOODSTUFFS

Unit of

!
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Table No, 10

Retail Price (in New Zealand Currency).

Quantity.

N
x

2 1b. loaft

251b. bag |

1b.
1b.
quart
1h.
1b.
1b,
1b.
1b.
ib.

New ' Australia South Great: United States
Yteﬁ:igd (Sydney), A%‘ica Britain (F(é?)!r‘ig?y, ?&gﬁ?ﬁ;g
Gotty, o Olay, 1940, Ofay, 1046). (May, 1946).  1946). l 10a6)"
5. (L sod. | osod s. d. s, d. 8. d.

0 5% 0 5% | 0 8} [V 51 0 9 1 1%
4 4+ 5 3% S 11} 6 6 53 9% 9 11%
3 10% 2 3 | 3 1 3 6} 4 4} 5 11%
0 4 0 4 i 0 4% 0 5 0 5% 0 5

0 6% [N 1 04 011} o 7 0 114
1 6 1 3 ; 2 11 2 1 2 3% 3 4%
1 0 1L 5% 2 3k 1 4% 1 11% 2 2%
0 7% 0 8 010 1 7% 2 3% 2 0%
¢ 10 0 63 1 3 110 . ..

o 7 0 5% 1 0k 0 10 .

1 6k Lo 210 2 4% 2 7) 2 6%

Table No, 11

COMPANY INCOME

Rate of surtax 33% per cent., reduced to 15 per cent., and the combined social
security and national security rate reduced from 2s. 6d. to 2s., both reductions operating
for income derived by companies during the year ended 31st March. 1946, the position

18 i—

Assessable Income.

£
1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000
10,000

£

191

470

362
1,341
1,916
2,587
3,300
4,025
4,528
5,031

i
i  Increase in

Total. ] Residue loft. | un;gsﬁgg ot
: Proposal;.

s d. £ X s d. d. £

13 4 100 291 13 4 8 55
3 4 200 679 3 4 8 126
10 ¢ 300 1,162 10 O 0 213
I3 4 400 1,741 13 4 3 313
13 4 500 2,416 13 4 3 430
1 0 600 3,187 10 O 0 564
89 700 4,009 8§ 9 3 663
00 300 4,825 0 © 0 797
2 6 900 5,428 2 6| 3,! 6 896
5 0 1,000 6,031 5 0 13,96815 0O 996

|
i
1
|
|
|
1
|
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MARRIED TAXPXY Eub l)E‘ PENDENT WIFE

£

400 ..

500 ..

600 ..

800 ..
1,000
1,500 .. .
2,000 .. ..

Tax

xiv

Table No,

I2

AND TWO CHILDREN

> at 2s. 6d.
d or inco
o yoar
, and paid in

aption, £50.
mption, £50.

rate, plus 33}

ended

Payment during “umh(_nl |
‘ear Mu‘td ul st Marveh, 1946 ¢
Leski Judes Family Benefit

4 to Means Test ’
fax Residy

b ke

5

342

ST

413
120
480
183
612
263
37
i
1,02¢
P,262

me de-

31st
Febra-

Payment during Financial

i ended 31st March, 1647 :
{ :(Einy universul
Db
Tax Residue
' £ £
| 46
! £12
; 65
5 488
: Y4
562
145
706
: 207
: 845
; 391
: *1,161
. 613
439

Increase
in
Residue.

-1 et
<

-1
U

108

177

Income-tax at basic rate, plus 15

per cent.

Combined charge assumed ab 2s.
for whole of year.

Income-tax based on income for
; endded 31st March, 1946, and

yable in February, ]At

W va excmption, £100. *Maximum

te in tax, £26.

d exempiion, £50,
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Copy of Prospectus of Conversion Loan

Dominion of New Zealand
NEW ZEALAND GOVERNMENT CONVERSION LOAN

JSSUE AT PAR OF 3-PER-CENT. STOCK MATURING 151H Aprin, 1960-63, IN EXCHANGE
FOR 4-PER-CENT. STOCK AND DEBENTURES MATURING 15TH APRIL, 1946-49

Public notice has been given in the New Zealend Gazette of intention to repay on
the 15th April, 1946, stock and debentures of the di-per-cent. loan maturing 15th April,
1946-49.

The Minister of Finance having declared the securities mentioned in the preceding
paragraph to be convertible in terms of section 15 of the New Zealand Loans Act, 1932,
the Reserve Bank gives notice that on behalf of the Minister it is authorized to receive
applications for the conversion of such securities.

Conversion Offer—In accordance with the terms of this Prospectus holders of con-
vertible securities are offered conversion at par as from the 15th April, 1946, into—
3-per-cent. stock maturing 15th April, 1960-63.
Interest on Convertible Securities.—A full half-vear’s interest on the convertible
securities will be paid on the 15th April, 1946, after which date interest on the convertible
ecurities will cease.

Applications.—Holders accepting the offer of conversion must transmit their appli-
cations on the prescribed form to the Reserve Bank of New Zealand, Wellington, or
lodge them with the District t Treasury Officer at Auckland, Chrlstf‘hmch or Dunedin,
or with auy branch of any trading banlk, postal money-order office, or trustee savings- bank
in the Dominion for transmission ‘o the Reserve Bank.

Applications for conversion may Lo for the whole or a part of any holding to which
the offer applics, but must be for a multiple of £5 and must be accompanisd by any
relative documents of title such as debentures (with interest coupons intact in respect of
the period subsequent to the 15th April, 1946) or certificates of title to stock in cases
where such certificates have been issued.

Assented Stock.—From the date of the closing of the lists for conversion applications
until the 11th March, 1946, holdings in respect of which conversion applications have
been received will be regarded as © Assented ™ stock.

Closing of Registers.—The register relating to the 4-per-cent. 1946-49 stock will
be closed for transfers on the 11th March, 1946. Repayment of principal and the final
payment of interest will be made to the registered holders of the stock as at that date,
and conversion will be effected only in the names of the registered holders of the stock
on that date.

Securities not converted.—Convertible securities subjeet to this offer and not converted
will be repaid at par on the 15th April, 1946, on presentation to the Reserve Bank of
New Zealand of a request for redemption on the prescribed form, accompanied by the
relative documents of title such as debentures (with interest coupons intact in respect of
the period subsequent to the 15th April, 1946), or certificates of title to stock where such
titles are on issue.

Redemption requests with documents of title, such as debentures, may be lodged
at the District Treasury Offices at Auckland, Christchurch, or Dunedin, or at any branch
of any trading bank or trustee savings-bank in New Zealand, or at any postal money-order
office in the Dominion, for transmission to the Reserve Bank.

New Securities.—Ordinary registered stock tendered for conversion will be replaced
by ordinary registered stock in accordance with the application submitted.
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Death Duty stock will be replaced by stock having the same condition of availability
for the payment of death duty attaching thereto.

Debentures tendered will be replaced by ordinary registered stock.

Holders of ordinary registered stock in the new issue may, by making application
on the prescribed form, exchange such stock for Bearer Stock Certificates with interest
coupons annexed.

Interest on New Securities.—Interest on new securities issued in conversion will be
paid on the 15th April and the 15th October in each year. The first payment will be
made on the 15th October, 1946, and will be for the half-year ending on that date.

Interest on stock will be paid free of inland exchange by means of interest warrants,
which will be transmitted by post. Existing instructions for the payment of interest
in the Dominion will apply in respect of stock in the new issue.

Interest on stock certificates to bearer is paid free of inland exchange by means of
coupons annexed to the certificates. Interest coupons may be presented at the Reserve
Bank of New Zealand, Wellington, at any branch of the Bank of New Zealand, or at
any postal money-order office in New Zealand.

_Tm'nsfe'rs.——'l‘he Register of stock for the new issue will be kept at the Reserve
Bank of New Zealand, Wellington, where transfers will be registered without payment
of any fee.

Stock certificates to bearer (until the name of some person is inserted therein as
the holder) are transferable by delivery.

Certificates of Title.—Certificates of title surrendered with apphcamons for conversion
will be cancelled. Any holder requiring a certificate of title for stock of the new issue
must make separate application on thc prescribed form. No fee is payable for the issue
of a certificate of title.

Repayment.—The Minister of Finance reserves the right to repay the 3-per-cent.
1960-63 loan at par at any time during the period 15th April, 1960, to the 15th April,
1963, on giving at least three months’ notice in the New Zealand Gazette of his intention
to repay.

If not previously redeemed, the loan will be repaid at par at the Reserve Bank of
New Zealand on the 15th April, 1963.

Commiission.—Commission at the rate of 5s. per £100 nominal value of convertible
securities will be allowed to bankers and registered sharebrokers on conversion
acceptances bearing their stamp.

Copies of this Prospectus and forms of application may be obtained from—

(1) The Reserve Bank of New Zealand, Wellington :

(2) The District Treasury Offices at Auckland, Christchurch, or Dunedin :

(3) Any branch of any trading bank or trustee savings-bank in New Zealand :
(4) Any postal money-order office in New Zealand :

(5) Members of the New Zealand Stock Exchanges.

The lists for the loan will be opened forthwith and will be closed on the evening
of the 15th February, 1946. The Reserve Bank, however, is authorized to accept appli-
cations after the closing-date specified in any case where in the opinion of the Bank
application prior to such date was impracticable.

Reserve Bank of New Zealand, Wellington, 15th January, 1946,
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Copy of Prospectus of Internal Loan
Dominion of New Zealand

NEW ZEALAND GOVERNMENT LOAN

ISSUE AT PAR OF 3-PER-CENT. STOCOK MATURING 1HTH JULy, 1961-63
Interest payable 15th January and 15th July
Authorized to be raised in accordance with the provisions of the New Zealand Loans Act,
1932, whereby the interest and principal are a dirvect charge wpon the public revenues
of the Domanion.
Trustees may invest in this Loan under the powers of the Trustee Act, 1908, unless
expressly forbidden by the instrument (if any) creating the Trust.

The RESERVE BANK oF NEW ZEALAND gives notice that, on behalf of the Minister
of Finance, it is authorized to receive applications for the issue of stock in terms of this
Propectus.
The proceeds of this issue will be used partly to extinguish some of the liability
incurred in New Zealand to provide funds for the redemption of London Loans amounting
to £23,392,000 sterling, and partly for National Development purposes.
1. Applications.—Applications, which must be accompanied by u remittance for
the full issue price of the stock, may be lodged at the Reserve Bank of New Zealand,
Wellington, at any Branch of any bank in New Zealand, including trustee savings-banks,
at the District Treasury Offices at Auckland, Christchurch, or Dunedin, or at any postal
money-order office in New Zealand.
Applications must be for a multiple of £10, with a minimum of £50.
2. Securities—New Zealand Government Stock will be issued in either of the
following forms, as may be directed by the applicant in the form of application :—
(@) Ordinary Stock, transferable by Memorandum of Transfer without payment of
any fee and free of stamp duty unless the transfer is by way of gift. Ordinary
Stock may be exchanged for Stock Certificates to Bearer free of charge :

(b) Stock Certificates for any amount of not less than £30, with interest coupons
annexed. When issued, Stock Certificates will be payable to bearer and will
be transferable by delivery. The first or any subsequent holder may insert
the name of a nominee, after which the Stock Certificate will not be
transferable. Stock Certificates payable to bearer or to a person named in
the Certificate may at any interest date be converted into Ordinary Stock
without the payment of any fee.

3. Registration.—The Register of Stock will be kept at the Reserve Bank of New
Zealand, Wellington, where transfers will be registered free of charge. Any minor of
the age of ten years or upwards is entitled to be registered as the holder of Stock and to
exceute transfers thereof. Ordinary Stock will he registered in the names of the applicant,
and Registration Certificates will be issued as soon as registration has been effected.
If a Certificate of Title 1s required, application should be made on the preseribed form.

4. Interest-—Interest will be paid half-yearly on the 15th January and 15th July in
each year, and the first payment, representing interest from the date of the lodgment of
the application moneys up to the 15th July, 1946, will be made on that date.

The first payment will in every case be made to the ortginal subscriber and will be paid
by means of warrants forwarded by post from the Reserve Bank of New Zealand.

Subsequent payments on Ordinary Stock will be made by means of interest warrants
forwarded to the stockholder as at the due date of payment. The Reserve Bank of New
Zealand, however, will accept directions from stockholders for payment of interest to
any agent in the Domnunion, and existing instructions for the payment of interest will
apply to Stock issued in terms of this Prospectus.

iv—B 6
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Interest on Stock Certificates, other than the first payment which will be paid in
accordance with the provisions outlined in the second paragraph of this section, will be
paid by means of coupons annexed to the Certificates.

5. Repayment.—The Minister of Finance reserves the right to repay the 3-per-cent.
1961-63 Loan at par at any time during the period 15th July, 1961, to the 15th July,
1963, on giving at least three months’ notice in the New Zealand Gazette of his intention
to repay.

If not previously redeemed, the Loan will be repaid at par at the Reserve Bank of
New Zealand on the 15th July, 1963. '

6. Exchange on Remittances.—Cheques in payment of amounts subseribed to this
Loan will be accepted free of inland Exchange.

7. Commission.—Commission at the rate of 5s. per £100 of Stock issued will be
allowed to Bankers and registered Sharebrokers.

Copies of this Prospectus and forms of application may be obtained at the Reserve
Bank of New Zealand, Wellington ; at any branch of any bank in New Zealand, including
trustee savings-banks; at the District Treasury Offices at Auckland, Christchurch, or
Dunedin ; at any postal money-order office in New Zealand ; or from a member of any
Stock Exchange in the Dominion.

The list of applications will be opened forthwith and may be closed at any time
determined by the Minister of Finance.

Reserve Bank of New Zealand, Wellington, 3rd January, 1946.

By Authority: E. V. Paur, Government Printer, Wellington—1946.
Price 1s. 3d.]
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