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27 Juna 1833.

hdﬂr Lis .D-H:"ﬂ'iﬂ, Eﬂaﬂ-.
Crippa's Corner,
Foraat llow,
Sussox.

Dear Major Darwini

I an just writing a note on a amall technical point,
connacted with graded or flat-rate family allowances, because
I fancied that in your letter you vere taking for granted
that the only difference betwe¢en such schemes lay in how much
the wealthier members subscribed towarde the support of the
poorar. I want to male it clear that this 18 not =0, i.e.
that if you have a scheme with allowances preporticnate to
income, and super-impose upon it a tax on ths wealthy, for the
benafit of the poor, the result could not be mads sguivalent
to a flat-rate scheme. Indegd the tax, whather the rich were
taxed for the benefit of the poor, or vice verga, would not
maks the smallest difference in this respect. The point is
one of real importance in respect of the salaried professions, |
whers the salaries often have a range of aboul ten-fold, with
corresponding differences in the axpenditure actually incurred
on behalf of dependent children at different levels of income.
Now the economic purpcas of family mllowances, as I understand



it, i& to equalise the standard of living between parenta and
non-parente doing equivalent work. That is to eay, that,
provided ihe services they actually perform are equivalent,
to make sure that parents and non-parents shall, on the
average, egually be able to afford the material advantages
which constlitute the reward soclety has to off'er for these
gervicea. It is not essential, at the moment, to my argument
that this object is worth pursuing, the only point needed
being that it is attainable by a eystem of graded allowances,
but gquite unattainable by any flat-rate system witnin tLhe
profession, with or without the addition of a tax on ihe

wealthier for the benefit of the poorsr members.

For if, at the loweat end of the salary scale; the
average cogt of a child over hie or her peried of dependence
ia £24 a year, we can clearly equalise the econcmic situation
of parents and non-parents of this grade by adding £24 a year
for each ¢hild to the basic salary, before making the
eontritutory deduction by which the echeme is supported.
(You will spot & slight fallacy in my accountancy here, since
if the deduction was 6 per cent., the dilference after deduction
would be only about £22 . 10, but I don't think this need
worry either you or me}. The point is that if, at the top end
of the salary scale, the average cost of a child, during its
dependent period, is £240 a year, an allowance of about this



amount is needed to equalise ths poeition of parsnte and
nen-parents of this grade. If the allowance is not of this
amount their sconomic posltlion will not be equallsed, and a
tax on all members of this grade will do nothing to equalise
tham.

[n faci lamily allowances and differential taxaticn perform
two such entirely different functioms that the objects of the
firgt can only be frustrated if an attempt is made to make it
perfoirn the functions of the second.

Perhaps the best analogy is that of super-annuation
benefit, where a deductlon l& made with a view to eguallsing,
or dolng something towards equallsing, the ptandard of living
before and after retirement, The deductione are propertional
to sdlary at different levels and are therefore very unequal,
as also are the benafite. I have had a good deal tec do with
the Federated "uperannuation Systam for the last twelve yearsa,
but I have nevor heard it suggested that it was or could be
a cause of discontent that people with lower pay received
gmaller benefits, either as life-insurances or annuities, than

people with higher pay.

The chief real difterence batween the two systems lles
in the fact that the superannuation deductions are prudential.
They are dectined for investment, with accompanying risk of
loss, and this risk 1ls taken, for a margin to cover riska and



profits, by insurance companies who handle the bulk of the
superannuation businese. In consegquence the benafit muset
dapand on the aggregala of past contributory paymaents. With

a femily allowance pool, on the other hand, it woulu not need the
whole Lime, aven of a single accountant, to close the accounta
svary year, reimbursing those inatituticne which had pald out
more in allovances than they had retained in ceductions, and
extracting the surplus from those who had paid out lesa, and
calculating a percentage rate of deduction afresh for each year.

I have made this letter much longer than I meant to. I
am in bed at the moment with a bit of a fever, but I expact to
be better in a few days. Please give my ﬁnd regards to
Mra. Darwin, We are not forgetting, but only delaying, to
get the children photographed.

Yours aincerely,



