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BUDGET SPEECH

DELIVERED BY

. HON. D. C. ABBOTT

'MINISTER OF FINANCE

HOUSE OF COMMONS, TUESDAY, MARCH 22, 1949

.THE BUDGET

' ANNUAL FINANCIAL STATEMENT OF THL‘
' MINISTER OF FINANCE a

Hon. Douglas Abboit (Minister of Fmance)

_moved

That Mr. Speaker do now leave the chair for the
house to go into committee of ways and means..,

He said: Mr..-Speaker, once again it is my
pleasant duty to bring down the annual
budget  amid conditions of sustained—one
might almost - say unexcelled-—prosperity.
Despite the grave uncertainties and the per-
sistent difficulties that beset us-in the field of
international affairs, we Canadians as a whole
have continued throughout:the ‘past year to

 enjoy higher 'standards of living.than ever

before. The volume of industrial output.for

‘civilian . account, in the form of both - con-

sumer goods: and -capital goods;. has never
been higher. . Cash income derived from farm
crops, and the value of commercial fish land-
ings in.1948 have also reached:-figures never
before equaled. The output.of our mines has
increased by nearly one-third during the past
three years, and is now.running at a: rate
within two per.cent of the wartime peak.-

" In other words, during the:past year the -

Canadian economy-—and by that phrase I
mean this community of a million and a half
farmers and fishermen, .of three million
industrial workers, and of hundreds. of thou-
sands of business, salaried and professional
men and women, great and small—during the
past year this-community of free people has
produced a record quantity of consumer goods,
and at the same time hds produced ‘and
installed a- huge amount’ of new and improved
capital equipment which promises still greater
output in the years immediately ahead.

' But what is. even more satlsfactory is that
the energy, 1ndustry, skill and -equipment
wh1ch have been put into. 1ndustry during the
past three or four years is. now bearing fruit
in the form’ of a greatly increased flow of
goods Most of the serious shortages of goods
have been overcome.  The post-war world
price inflation .appears to have run its course.
Since the late summer the price indexes-have
leveled out both here and in the United States
—the two countrles in which a free.price
market most nearly exists. In some sectors
of the price structure, where- the increases
had been particularly great, pr1ces have begun
to recede to more healthy levels.

Predlctlon in a world so full of uncertam-
t1es must always be ‘hazardous, but there is a
wide measure of agreement, both here ‘and
abroad, that, barring the three miajor catas-
trophes- of, war,..crop: failure and widespread
industrial work stoppages, the post—war ‘price
inflation has come to an-end. That is not to
say. that there are not some: acute shortages,
as in steel or in housmg, nor that there may
not be considerable ups.and.downs in-the
prices of 1nd1v1dua1 commodities from week
to week and month to month. But the general
assumption which I. feel Justlﬁed in making
at this point is that when we come-to the end
of this year and look ‘back we shall find that
the price level as a whole will be no higher
than it-is now and.that the pr1ces of some
groups of commodltles at least w111 be some-
what lower.

The conditions’ and prospects which I have
thus briefly sketched enable me to recom-’
mend to this house a series of proposals which
combine a prudent provision against future
uncertainties with:a-considerable measure of
immediate tax- reductlon. e '




OBJECTIVE OF POLICY

It seems to me that the time has now come
when our objective should be to sustain our
present high levels: of output, avoiding the
evils of unemployment on the one hand and
further inflation on the other. The aim of

both public and private economic ‘policy

should be to hold steady on the course. It
cannot be the steadiness of inaction. To hold
a steady course we must continue to devote
much of our effort to further development
and betterment. We should not seek just a
balance, but a balance in motion.

Of course, we have our pessimists here .

and elsewhere. There are those whose eyes,
fixed firmly on the past, see only the depres-
sions that have followed the booms. But the
best opinion I have been able to form leads
me to believe that we can hold the current
levels if we, and others in like position, act
sensibly. I do not expect in the near future
any serious decline in the high level of
expenditures in' North Amerlca, upon which
our present prosperity is based. Business-
men, public authorities and consumers, still
have large demands. to be filled, and the
wherewithal to pay for what they want.
Overseas countries still have many- requlre-
ments to be: met from north American pro-
duction. Their own ability to' pay is increas-
ing and in the meantime is being supple-
mented by assistance from this side of the
Atlantic. As I have said, no one can look far
into the future with complete assurance in
this uncertain age, but we can see far enough
to make it possible to lay our plans now in
the expectation that somethmg like the
present level of production and income for
the country as a whole will persist thlough-
out this.coming year.

At the time of the last budget our most
urgent and difficult economic problem was
our shortage of foreign exchange. The pro-
gress made in this matter has been evident
in - our improved trade figures and in the
recovery of our exchange reserve.

The present size of our exchange reserves
. shows the great improvement that has taken
place since the end of 1947, when the emer-
gency measures des1gned ﬁlst to stop and
then to reverse the serious drain on our
reserves went into effect. From the danger-
ously low level of $502 million on December
31, 1947, our reserves rose to $998 million on
December 31, 1948, and are now about $1,065
million, a level which, though not yet satis-
factory, is much more nearly adequate to
safeguard our position against the deficits
which could develop without much warning
in a trade as large and vulnerable as ours.
In appraising this higher figure, one must
bear in mind that it includes government
borrowing of $150 million in the United

States. On the other hand it also reflects the
net foreign lending by the government
amounting to about $100 million in this
15-month period.

All things considered, the change in our
reserve position has been quite remarkable.
During most of 1947 we were losing reserves

at an average rate of $70 million a month,

Since the beginning of 1948, excluding the
long-term loan, we have been rebuilding our
reserves at an average rate of about $30 mil-

lion a-month. In other words there has been

a reversal of trend of the order of about $100
million a month. Improved tourist revenues
as well as other invisible items on both cur-
rent and capital account have contributed to
this result, but it is clear that the principal
increase in our reserves has come through
the improvement in our merchandise balance
of trade, and in particular our balance with
the United States.

The trade figures for the year 1948 as a
whole, when compared with 1947, show in a
striking way this principal reason for the
improvement in our exchange position. Our
total exports increased from about $2-8 billion
to-about $3-1 billion. Most of this increase
was due to the higher prices at which our

goods were sold, but in some groups of com-’

modities there were satisfactory increases in
volume. The total value of our imports
remained almost- unchanged at about $2:6
billion, despite an average increase.in their
prices of over 10 per cent. There was there-
fore an appreciable decrease in the actual
volume -of goods ' imported. Taking ‘tourist
business, freights, interest and dividends and
other similar -transactions into account, our
net balance on current account transactions
with all -.countries increased from a surplus
of only -$47 million in 1947 to one of about
$450 million in- 1948, ' Hon. members will
realize, of course, that in' 1948 we were not
selling so much on credit and that this larger
current balance was not offset to the same
extent as in 1947 by large-scale foreign
lending.

This improvement in our trade balance
took place almost entirely in our trade with
the United States. Owr' exports to Britain and
its sterling area were reduced in total value
by $130 million, or about 12 per cent, due
mainly, of course, to their need to save dollars.
Our exports to other countries—mainly Furo-
pean—were reduced by $30 million, or about
5 per cent, for similar reasons. Our imports
from both these areas were increased sub-
stantially—by $230 million, or nearly 40 per
cent, This improvement in the capacity of
these ‘areas to resume their pre-war share
in supplying our needs has been most wel-
come. It reflects a fundamental improvement
in their productivity and output, as well as




. cost of American  goods.
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their efforts to. sell, and our _efforts ..to
encourage the resumption .of something
approaching the pre-war pattern of trade..

On the other hand our 1948'imports from
the United States were $170 million less than
in 1947, or a reduction of about 10 per cent,
and this despite some sharp increases-in the
'The reduction ‘of
$170 million is the net result of two contrast-
ing trends. In the case of goods enumerated
in the Emergency ‘Exchange - Conservation
Act, the value of imports from the United
States was reduced by $300 million; but the
volume of "all other imports rose by $130
million. Increases in oil, coal and ‘farm
machinery alone amounted to more than $120
mllhon

" But the feature of our trade which I find
most encouraging has been the-increase in
our exports to the United States. Here, the
total value. increased -from just over one
billion dollars in 1947 to more than one and
a half billions in 1948. Some of this increase
is due, of course, to. higher prlcegfespeclally
for pulp and paper and metals. Some of it
is. due to very large exports .of cattle. But
much of if, I am glad. to say, is the result of
improved Canadian' ability to produce for,
and sell to, -the United States market, and
of the reductions in tariffs obtained in the
Geneva agreements. This big improvement

in our exports to the United States was the

type of constructive solution to our exchange
difficulties that we were hoping to achieve,

and I am gratified—as I hope you, sir, and™
all other hon. members are as well—at the -

extent of our success in this direction.
To summarize these trade ﬁﬁures orleﬁy,

our debit balance witli the United States has’

been reduced by 4635 m1111011 and our credit

balance: w1th all " other 'countries has gone. \

down by $400 million, leaving a net increase
in our over-all credit balance of $235 million.

Our exchange problem is now. approachmg-

manageable proportions. As this house is

aware from the discussions.of the past few .

days, it is necessary to continue controls over

-imports. as’ well as capltal exchange trans--
actions, in order to improve and safeguard

our exchange situation, -but .these need not

" be so general or severe as-to interfere

seriously with the ' free working of our
economy. I shall be announcing later in- this
statement some-further. welcome relaxations
in these 1mport restr 1ct1ons, eﬂectlve Apnl 1

EUHOPEAN RECOVERY PROGRAM

I cannot leave thls dlscussmn of our
exchange situation without expressing appre-

ciation. of the farsighted actions of the United
States in promoting the economic recovery of -
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western Europe. . This sen31b1e and practlcal
‘program has already overcome some of the

difficulties which eighteen months ago seemed
almost. insuperable. - It is slowly but surely
putting back on its feet one of the great pro-
ductive ‘areas of the world. This economic
restoration is clearly a prerequisite. for &
stable and progressive - political life in this
key area, and as such it is a matter vital not-
only to our future economic well-being but: .
to our very national safety. To us in Canada
the * general and longer-run benefits of-
European recovery.and progress are of pr1me
importance. . IS

" The - -grants and’ loa'n‘s‘ being financed

through ECA are of great immediate value,
but in another and more fundamiental way

‘the European ‘recovery program is contri-’

buting to a betterment of our trading and
income prospects. As a result of ERP, and
more generally of the broad basic policy
which underlies ‘'both ERP. and the North
Atlantic treaty, Europe is rapidly recovering
confidence in its own fufure. The immediate
crisis ‘of confidence which ; was so alalmmg
two years ago has passed. Without this
restoration of confidence the large programs -,
of financial aid would have proved merely ¥

purpose I include the German bizone, (:1u11n¢f
the last quarter of 1948 was 20 to 25 per cenit
above the average of 1947, and most of the
individual countriés in this group have now
téached or- passed their pre-war. levels of
industrial -output. Of course, rnuch of this
output is still going into.the repair of - the:
physical ravages of war, and is therefore not
yet available for an improvement of standards:
of living or to pay for the additional imports
which the restoration of a normal and rising:
standard  of living demands.
holds many uncertainties, but we can express-
gratification for the progress that the first -
year of ERP has witnessed. -

. TRADE POLICY .
There is one aspect, both of this éxchange
51tuat10n and our own general economic

,ultuatlon, which .is.’cledrly Fomg to require
. contlnued attention from the government and
_par 11ament as well as from Canadian busi-,

nessmen That is the problem of mamtam-

" 1ng and extendmg Canada’s overseas exports. -

In rhany ‘traditional areas these have been’

declining during the past year under:pressure
of their . dollar- shortage, the adoptlon or.

tlghtenmg of . import reotrlctlons, and the:
increased supplies becoming available from
other * countries. In the light of all these
adverse conditions, our .export trade has

‘As’it is, the level of industrial
’ploductlon in western Europe, and for this -

The {future .
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stood up relatively well, but we cannot be
satisfied with its present situation or
immediate prospects. We must seek improve-
ment. We must search for those adjust-
ments from day to day and month to month
that will maintain as far as possible our
traditional markets. It was for the purpose
of re-establishing and maintaining these
traditional markets that we undertook a large
export credits program. To the extent that
those markets are closed to us, we must
develop alternative outlets. While attempt-
ing to overcome the immediate difficulties,
we must persevere in working out the con-
structive solution through trade agreements
on a wide, non-discriminatory basis, and by
other measures of a basic character that will
assist those countries that buy from us to
find dollar markets for their own exports, in
order that they may pay for what they would
really like to get from us. Over the long
run, the establishment of prosperous trading
conditions must come largely through the
reconstruciion of those countries overseas
with whom we irade, through the expansion
of their output and through the recovery of
their productive efficiency, so that once again
they will be able to earn enough to pay for
the imports which they need.

It is only natural in the face of this prob-
lem that some should urge us to reverse our
basic trade policy and embark upon barter,
deals, diserimination, and the balancing of
trade accounts with individual countries.
‘These are courses that many others are fol-
lowing. Discriminatory deals between others
are interfering with our trade. It is tempting
in the short run to consider doing similar
deals, particularly to sell this or that, where
our exports have been supplanted by others.
However, it is too easy to look at only one
side of the picture. If you look at the country
as a whole, if you examine all aspects of the
problem, I believe you will find that such a
course would not serve Canada’s best
interests.

We believe that the inevitable effect of these

" bilateral, discriminatory deals is to diminish
the total volume of world trade. However,
even apart from this basic objection on
grounds of principle, there are also, from
Canada’s standpoint, serious practical objec-
tions. In the first place, most of our trade
takes place with the United States—both
export and import—and we cannot deal that
way there. There is a real danger that we
may prejudice this greater part by trying
discrimination and barter in the lesser.
Secondly, we are not in a good bargaining
position to make successful bilateral deals,
deals which by their very nature would force
us into bilateral balancing with each indivi-

dual country. The normal and healthy pat-
tern of our frade is triangular or multilateral.
We might succeed in selling some surplus
products by special deals—but we would have
to take some other surpluses in retirn which
we do not want and cannot really use; and
for things we want we would be pressed into
paying prices which our consumers would be
unwilling to pay. In general, the advantage
lies with the larger countries in these deals,
particularly as sellers’ markets give way to
buyers’ markets. If anyone feels tempted
to start this kind of trading in a few problem
cases, let him consider how we are likely
to get along in the bargaining as we get drawn
further and further into it.

The third practical objection to this line of
approach is one in which most, but not all,
members of this house will agree. It is that
the application of a policy of barter, bilateral
deals, and discrimination requires widespread
governmental control of private trade, and
even the extension of trade by agencies of
the government itself. Deals of this sort
would require a multiplication of import con-
trols, export controls, licences and permits.
It is apt to lead to more government buying
and selling, frequently involving subsidies
and trading- losses. This may fit into the
philosophy of government prevailing in some
other countries, but most Canadian don’t like
controls and don’t want their government
getting deeper and deeper into import and
export business.

ECONOMIC SITUATION

It is unnecessary, I believe, for.me to go
into any more detailed review of the economic
situation, save such as may be relevant to
the appreciation of our fiscal position and
policy. As usual I am tabling a white paper
that contains, in addition to the detailed
estimates of revenue and expenditures for
the year now closing, a review of the more
important economic statistics for the past
few years and recent months. There are also
some paragraphs of exposition and comment
prepared at my direction and which I com-
mend to those who wish to consider the budget
proposals against an economic background.
Members of the house and others will recall
as well the two recent reports by the governor
of the Bank of Canada and the chairman of
the foreign exchange control board in which
he deals in his usual lucid and objective
fashion with the current developments ' of
importance in this field. Finally I should
mention the informative facts and forecasts
provided some weeks ago to the house by
my colleague the Minister of Trade and
Commerce, relating particularly to the pros-
pects for capital expenditure and the supphes
available for construction.




the approach of the government

Several conclusions emerge from an exam-
ination of these facts and forecasts. The first
is that the prospective amount of capital
expenditure on construction and on machinery
and equipment, taken together with the level
of exports, appears likely to be sufﬁment to
sustain incomes and employment this year at
around their current levels. Although the
supply of construction materials will be bet-
ter this year, construction costs are still
abnormally high and there is still evidence
of some sfrain upon the industry. I continue
to believe that all construction work under
the control of the government which it is
practicable to postpone should be postponed,
except in those few areas where there may
be some local unemployment. That has been
in the
formulation of its expenditure program for
the year. I must say that it gets progressively
more difficult to apply this policy from year
to year, as really important requirements for
construction of all kinds keep accumulating
—some of them repeatedly deferred since
long before the war. ‘Other needs, too, are
constantly arising—some of them from the
necessary expansion in the defence program,
others from more constructive developments,
such as the need to provide improved airport
runways and related equipment to accom-
modate the bigger and better planes now
available. We have also given a fairly high
priority to construction necessary to permit
expansion in our government activities in the
field of scientific research and the improve-
ment of techniques and markets for primary

. production—government operations which we

feel are as fruitful as much private work
with which they must compete for materials
and-labour. I hope this view will commend
itself to the house and the public.

A second conclusion that emerges from a
review. of the economic situation is that the
pressure of consumer expenditures upon sup-
plies available to consumers is slackening.
This. may be observed in respect of various
particular commodities where consumers can
get what they want more easily and promptly
than before, even motor cars. In some cases
we can observe the occasional emergence of
surpluses and of bargain sales by retailers,
something which we had almost forgotten to
be,a normal part of business at certain sea-
sons of the year.

This improvement in the supply SItuatlon

for consumer goods results mainly from an
increase in- their supply and, to a lesser
extent, I believe, from the filling up of the
more urgent needs of consumers deferred

.during the war and the post-war shortages.

Larger supplies of food have resulted from
good’ crops here and elsewhere last year,
both in the United States and abroad. The
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post-war world food shortage is passing over
from its acute stage to a less severe phase-in °
which prices and the ability to pay them
are governing considerations once more, In
other types of goods we are begmnmg now
to receive the increased output in. Canada
made possible by our extended and improved
equipment installed in recent years, as well
as the increased imports from overseas as a
result of the recovery of production in
Europe and elsewliere, and the efforts of
various countries to export to our markets.

PRICE  TRENDS

This improvement in consumer supplies
has brought a welcome halt to the increase in
the cost of living. The index of living costs
has remained almost constant since last Sep-
tember at a level 'about 60 per cent above
pre-war, and about 30 per cent above 1929.
Decreases in food costs have offset slight
increases in other items. Some further
increases may occur in a few items; but I
think we are unlikely to see any significant
increase in the cost” of living this year—
unless, of .course, there are serious crop fail-
ures—and it is quite possible that there may
be some decline. Consumers should have
more money to spend this year than last,
partly because of the upward sweep in wages
that took place last year, partly -because
of the distribution of = wartime refund-

able taxes that has been going on this .

month, partly because of additional payments
being made to farmers by the wheat board,
and partly as a result of the tax reductions
which I shall be inviting  this house to
approve. The time has now come, I believe,
when these increased expenditures by con-
sumers can be met by increased supplies of
goods without endangering either our pr1ce
structure or our exchange situation.

In the light of these conditions and in line
with the policy to which we have steadily
adhered of removing controls at the earliest
appropriate time, the government has author-
ized the wartime prices and tra'de board to .
withdraw its price ceiling orders on flour,
bread, buiter, sugar .and molasses, and on
those fruits -and Vegetables ‘which are not
limited in supply by the operation .of- the'
present import  restrictions. Concurrently
the government is withdrawing the subsidy
of 46% cents a bushel which has been -paid
since August 1 last on wheat going into
domestic consumption in Canada. °

Before turning to a review of the govern-
ment accounts for the year, I wish to say a-
few words in regard to provincial matters.

"




DOMINION~PROVINCIAL RELATIONS

We are now about to enter the third of the

five fiscal years covered by our tax rental
agreements with seven of the provinces.
Those agreements have enabled the provinces
concerned to obtain a more equitable share of
revenue from the three great sources of direct
taxation. They have done so without subject-
ing. the taxpayers of these provinces to dual
assessments, dual reporting and the other
inconveniences and vexations which double
taxation involves. They have enabled all
these provinces to have the revenue from
these major sources reflect the growth of
population and the expansion of national
income, and at the same time to have the
assurance of an underwriting against the risks
of economic adversity. This assurance that,
come what may, cash receipts from these
important tax sources could not fall below a
guaranteed minimum has been, I believe, of
great importance in enabling provincial gov-
ernments to plan in advance their develop-
mental programs and to undertake them with
confidence: It has certainly also improved the
credit standing of the provinces concerned.
From the national point of view, it has
removed or vastly lessened the risk that in
times of economic difficulty the financial
strains to which some provincial governments
would be subject might lead to a competitive
scramble to impose new and higher taxes and
to adopt other policies which would hamper
and impede national policies designed to pro-
mote economic recovery. They have provided
a partial, though not yet a complete, basis for
the development of that comprehensive pro-
gram of co-operation between the federal and
the provincial governments which we
envisaged as essential to promote the maxi-
mum development of our resources and to
assure full employment and a wide measure
of social security for the Canadian people as
a whole. ' )
« In all these ways the agreements have con-
tributed to the strength and independence of
provincial governments and to the health and
vitality of the Canadian confederation. They
have added a large measure of economic
autonomy to the political autonomy enjoyed
by the provinces which have entered into
them. Itis a travesty to suggest, as has been
done so many times in this house in recent
weeks, that they have weakened provincial
autonomy or created an undue degree of cen-
tralization in this country. Two attempts
have been made. to build a case to support
this charge. _

The first attempt was based on the argu-
ment that the tax rental agreements involved
dn’ excessive use of subsidies which threat-
ened the freedom of action of the provincial

governments. In reply to that it should first
be pointed out that the payments being made
to the provinces under the tax rental agree-
ments, apart from the statutory subsidies, are
not subsidies at all; they are rentals nego-
tiated by provincial governments for the
temporary use of certain rights possessed by
them. They are business-like arrangements,
subject to re-negotiation at least a year before
their termination date, and they do not
involve the element of charity nor the sur-
render of one jot or tittle of constitutional
rights. In most of these respects they are in
marked contrast with the alternative which
some of the critics suggest, namely, fiscal
need subsidies which would require the pro-
vincial governments to come hat in hand to
the federal government and plead for assist-
ance on the basis of need rather than of
right. ‘

That should be a sufficient answer to the
argument. However, even if we take both
the tax rentals and statutory subsidies, we
find that the total payments being made by
the federal government to the provinces con-
stitute a lower percentage of provincial
ordinary revenues than the percentage of
statutory subsidies to total ordinary revenues
in the case of the four original provinces
during the first fifteen years after they joined
together to form our confederation. Let me
give the figures. In the fifteen fiscal years
1868-1882, Nova Scotia derived 74-1 per cent
of its ordinary revenue from federal sub-
sidies; in the current fiscal year it is esti-
mated that only 36-1 per cent of its ordinary
revenue will come from subsidies and tax
rental agreement payments. The correspond- .
ing figures in the case of New Brunswick are
77-9 per cent for the earlier period and an
estimated 36-9 per cent for the current year.
In the first fifteen years after confederation,
Ontario derived 39:9 per cent of its total
ordinary revenue from federal subsidies and
Quebec 45-1 per cent; if these provinces were
participating under the agreement, the per-
centage of their ordinary revenue derived
from tax rentals and subsidies would, it is
estimated, be moderately lower than the per-
centages I have just quoted. In the years
following confederation up to 1882, all prov-
inces, on the average, obtained 49-8 per cent
of their total ordinary revenues from federal
subsidies. For all seven provinces which
enjoy the benefits of the tax rental agree-
ment, the percentage of total ordinary
revenues derived from tax rentals and sub-
sidies in the current fiscal year is now esti-
mated at only 32 per cent. If such per-
centages be the test, it is amply clear that
we have far less - centralization and make
much less use of subsidies than the fathers
of confederation thought to be necessary and
provided for in the making of Canada.
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The second attempt was based on the argu-
ment that between 1939 and 1947 the increase
in dominion tax revenues had been much
greéater than in thé case of the prov1nc1a1 and
municipal governments. The snnple answer
to that argument, of course, is that during
the penod in question Canada has fought a
major war involving the federal government
in a perfectly colossal cost and leaving behind
it an enormous burden in debt charges, pen-
sions, treatment service costs, rehabilitation
and other expenditures- for which this gov-
ernment” will be responsible for many years
to come—and so will it also be for the vastly
increased national defence expenditures
which the state of the world left by that war
is making it necessary for us to carry.

Neither of these arguments stands-up’ nor
do any of a similar kind. The simple fact is
that the.tax rental agreements promote and
encourage - provincial autonomy by making
the provincial governments better able to
carry out the heavy responsibilities assigned
to them by our constitution. This govern-
ment yields to no one in its desire to protect
their rights and see them financially strong
and 1ndependent It yields to no one in its
desire to .co-operate with them in that kind
of constructive partnership which will best
enable all governments to tackle and solve
the complicated problems of today and give
to the Canadian people the measure of peace,
prosperity and happiness they have a right
to expect.

In this search for co- operation, it will not
let pettiness of spirit nor false pride nor
undue emphasis on purely financial considera-
tions stand in the way' of ‘mutual under-
standing-. and constructive results. It will
constantly seek out ways of tackling mutual
problems.,and developing practical solutions.

THE GOVERNMENL‘ ACCOUNTS: REVIEW OF 1948-49
AND FTORECAST FOR 1949-50

Before appraising ,the budgetary outlook
for the coming fiscal year, it is my duty to
report to the house the financial results of
the year that is now drawing to its close.
The white paper which I am tabling includes
the "usual detailed  statements of revenues
and expenditures, and of assets and liabilities.
The figures for the year 1948-49 are neces-
sarily preliminary and subject fo revision.
Qur fiscal year ends next week, on March 31,
but our books must remain open for several
weeks thereafter o record various year-end
adjustments and to include all payments
made up to April 30 on account of expendi-
tures originating in, and properly chargeable
to, the current fiscal year. Final figures for
this current year cannot be available for
some time.

* million less than a year ago

A year ago I'forecast révenue and expendi-
ture figures that would yield a sulplus ‘of
$489 million. . The present figures indicate
that our revenues will be $2,768 million, our
expenditures $2,193 million, and our surplus
$575 million. This surplus of $575 million is
$100 million 1éss than we had in the ‘preced-.
ing year, but it is $86 million greater than
I had forecast for this current year.

A year ago I based my estimates on what
I then called a “conservatively optimistic
forecast.” In fact the expansion of the
national income has been somewhat greater
than that which I had predicted, and as a -
result our tax -revenues are. turning .out a
little better than the forecast, but the excess
is not very great—Iless than 2% per cent. ,We
will obtain more from non-tax revenues and
special receipts and credits than I had fore-
cast, but expenditures, on the other. hand are
within 1 per cent of my forecast.

Considering the magnitude of the total
sums involvéd and the length of time ahead
that these forecasts havé to be made, I také
a good deal of satisfaction in the close rela-
results. I do not propose to comment at
length on the details of revenue and expendi-
ture, but shall content myself, and I hope the
house, with' a few general remarks.

Direct taxes, which include personal and
corporate income taxes, the excess profits tax
and succession ‘duties have ,yielded $1,369
million, or $51 million greater than a year
ago. They accounted for more than 56 per
cent of our total tax revenue.

Indirect taxes, which include all customs
and excise taxes and duties, have produced
$1,072 million, or $62 million less . than a
year ago. i

The greater yield in direct taxes is a reﬂec-
tion of . higher -incomes and profits; the
decrease in indirect taxes is the result of the
lower rates of duty under the Geneva agree-
meénts, the restnctlon of imports under the
Emergency Exchange Conservation Act and
the removal a year.ago of the amusement. tax;
the 'sales taxes on prepared and packaged
foods, and certain other indirect taxes.

. Non tax revenues, thatis, post-office receipts
and revenues from 1nvestments, were $210
million, or $32 million greater than last year,
Special receipts and credifs, chiefly -sales of
surplus war assets and sundry refunds,
amounted to $117 mllhon This is¢ $125

On the expenditure side. the pr1nc1pal
decrease: is $229 million in demobilization;
reconversion and special expenditures. This
decrease - was, almost exactly balanced by
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increases of $203 million in ordinary expendi-
tures and $21 million in the deficits of govern-
ment owned enterprises.

_To a considerable extent this increase in
ordinary expenditures is due to transfers of
activities from the demobilization accounts to
the ordinary accounts, and for the rest it
stems from higher old age pensions, increased
numbers of persons entitled to family allow-
ances, the expansion of health services, more
exploration, survey and mapping work, in-
creased research expenditures, improved roads
and tourist facilities in our national parks,
improvements- in airports and aids to air
navigation, the betterment of maritime ports
and harbours works, and generally from the
effects of the higher price levels of all govern-
ment operations, including the costs of con-
struction and the costs of materials and
supplies purchased, and including necessary
adjustments in civil service salaries. I am
‘very keenly aware of these increases in
expenditures, and I can assure the house that
we are constantly striving to maintain and
improve both efficiency and economy in all
government activities.

In summary then, our revenues for the
year now ending are $103 million less than
the preceding year, expenditures as a whole
are down $2 million, and the surplus of $575
million. is $101 million less than last year.
There, in brief, is the result of our current
financial operations for the year, and that is
the amount by which the net debt of Canada
has been reduced. .

But, as has to be pointed out each year,
the cash position and the cash requirements
of the government, as distinct from its
revenues and expenditures, are of almost
equal importance in their bearing upon the
incomes and expenditurés of the individuals
who make up this nation. Apart entirely
from the sale of new securities or the redemp-

" tion of old debt, the government receives
and pays out each year large sums of cash
that do not really belong to what an account-
ant might call its “income account”,—they are
neither revenue nor expenditure in the
accounting or budgetary sense. Moreover
some items of revenue and expenditure do
not involve any cash receipts or cash outlays.

To arrive at our cash surplus, the $575
million budget surplus must be adjusted
upward by $75 million on account of these
non-cash items. Then we must add $128
million of cash receipts in the form of addi-
tions to various pension and trust accounts.
This gives us a total of $778 million available

for cash outlays that do not belong in the
income account. Of this total $450 million
were advanced to the foreign exchange control
board to finance its increase in gold and
United States dollar reserves, and $57 million
were loaned to the United Kingdom and

other countries to finance purchases'of Cana-
dian products. That is, $507 million were
used in connection with the financing of our
export surplus. Then we made loans and
investments in Canada to the amount of $89
million, $71 million of which were advanced
to the Central Mortgage and Housing Corpora-
tion for housing construction and housing
loans. The total of all these loans, invest-
ments and advances is $596 million, and when
you deduct that from the $778 million of cash
available you get a cash swplus of $182
million. To this cash surplus were added
$224 million resulting from sales of securities
from our securities investment account. Of
the resulting $406 million we used $372
million to make a net reduction in our funded

debt; and the remaining $34 million served -

to increase our cash balances.

Our securities investment account is the
one in which the government temporarily
holds some of its own securities rather than
holding larger cash balances, and it is neces-
sary to make allowances for changes in this
account in order to get a proper figure for
the change in funded debt in the hands of
others. Consequently the reduction of $372
million in our total funded debt should be
offset by the $224 million reduction in the
funded debt held in our investment account.
We then see the reduction in funded debt
outstanding outside this account was $148
million. This may be considered as the
amount of our cash surplus used to reduce
debt, the remainder of it being used to
increase our cash on hand.

To summarize this explanation I should
like, with the permission of the house, to put
in Hansard at this point a short table recon-
ciling our budget swplus and our cash
position: '

Budget Surplus and Cash Position
(millions)
Net cash balance arising from the current

year's budgetary surplus (i.e. budgetary

surplus of $575 million adjusted for non-

cash items) ... ooiiiiiiiiiiiiiiiiiiae s $650
Add other receipts:

Increases in annuity, pension,

insurance and guaranty accounts $93

Increases in floating debt, deposit
and trust accounts, and sundry

suspense aceounts ...iiiiiniiieen 35
e 128
$718
Deduct other disbursements:
Advances to the foreign exchange
control board .........uineinanne $450
Loans to the United Kingdom and
other governmments (net)........ 57
Advances to Central Mortgage and
Housing Corporation ............ 7
Increases in other loans, advances
and investments (met) .......... 18 6
. — 59




Budget Surplus 'md Cash Position—Concluded
(millions)
Cash surplus—i.e. balance available for

debt reduction and/or increase in cash-

DalanCes ,..c.evivreinconrorirsniranerenees $182
Add: .
Net sales of securitics from securltles
mvestment account ......ieiienieiiian . 224
$406
Deduct:
Reduction in Canadlan funded debt .$472
Less increase in Unitéd States .
funded debt .......coiiiiiinnien 100
Net reduction in funded debt.......... 372
Net increase in cash balances during ’
' the year  ......ciiiiiiiiiiiirirnnrnnsna,. $ 34

The greater part of the reduction in the
funded debt has taken the form of repaying
approximately $286 million on account of

* the compulsory savings portion of the per-
sonal income taxes of 1943 and 1944, and the
refundable portion of the excess profits taxes
of 1943. 'This completes the repayment of

the refundable portion of personal income.

taxes.

I must not leave thls part of my report to
the house without referring to the very
gratifying'response to our offerings of Canada
savings bonds to the general public. As hon.
members know, the purchasé of these bonds
‘is restricted to individuals and is limited to
not more than $1,000-of any one series to any
one person. Sales of the second series of these
bonds- reached $288 ‘million. A third series
was opened for subscription last October,
and sales to date are $248 million. The public
response to these issues, and particularly the
volume of subscriptions made through the
payroll savings plan, shows that Canada sav-
-ings bonds fill very acceptably a real invest-
‘ment need for the rank and file "of the
Canadian people.

These results for the year should be a
source of gratification to all Canadians. We
have reduced our net dept by $575 million

at the time when we ‘could best afford to do.

so. It is still a very large debt-—a net deb"c
of $11.8 billion, 'and a total funded debt

of $15-6 billion. There will undoubtedly be"

years when we will need to increase it in
order to finance expenditures in. excess of
revenue, when economic . conditions make
that wise or necessary. An indefinite growth
in the debt, and in the cost of servicing it,
must eventually undermine confidence in our
currency and our national finances,

I think most Canadians will regard the
policy we have followed as one of simple
common - sense. Yet some hon. members
opposite have insisted that we should have
been less prudeiit, that we. should not have
“attempted to reduce our ‘debt this year, that

we should have borrowed to pay off refund-

.significant increase in production. -

able savings or to finance the recovery in
our exchange reserves.
taxes should have been  drastically lower,

they have also been urging higher and higher-

expenditures ‘on a bewildering variety of pro-
jects. I ask myself how anyone can take as
serious and responsible eriticisms of this kind.
They ask us to believe that the people of

‘Canada would ‘have been better off this past
year had taxes been substantially lower, and

our debt substantially higher.

That is not the case. Large tax reductions
last year would have come too early to be of
real value to the public as a whole because
the public’s expenditure, even w1thout tax’
reductions, was large enough to buy every-

thing available—indeed it was a bit too large;.

and buying pressure forced up the cost ‘of:

living. Lower income taxes in 1948 would:

have meant a higher cost of living. Some:

might have gained; it is true—those whose-

incomes are high and whose concern with the
cost of living' is relatively small. But the:

.general run of citizens and taxpayers would.

not have been farther ahead—they would
have paid less to the public treasury but more
to 'those private treasuries where the gains
from ahigher cost of hvmg Would have come:
to rest. .

It was plain for all to see that the mafiorf
'as a wholé was fully employed last year.

More spending would not have led to any
To have
reduced taxes then in order to let’ people.
spend more would have been a delusion. It
made far more sense to use the surplus
income—surplus from the viewpoint of the
nation as a whole—to pay off our debt and
restore our essential reserves of gold and
United States dollars. It is hard for the indi-

_vidual taxpayer to see'it that way, naturally, -

because it is true that if he alone had more
to spend and less fo pay in taxes he would
be better off. He does not realize that there
would.be two . or three million others doing

the same, and the competition between them -

is what causes frouble—is what feeds the
inflationary spiral. We in parliament have
to see the picture as a whole, and it-is when
we look at it-as a whole that we see the
commion sense’in the dec151ons we took here
last: year.

Let me turn now to the coming year. The
total of the main estimates for next year,
including statutory items and those to be
voted, amounts to $2,217 million—a substan-
tial increase over last year’s
reflecting mainly a considerable increase-in
the national defence program and also higher
prices and rates of pay. We have also this
year included in the main estimates a num-
ber of items of types which last year were
more common in the supplementaries-—not-

While arguing: that -
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estimates, . -




ably construction projects on which it is
hoped to get started well before the fall and
winter weather make this type of work more
costly. To the main estimates will have to be
added special estimates for Newfoundland
which will probably exceed $50 million. We
shall also have the usual supplementary esti-
mates, although I do not expect they will be
nearly as large as in this past year. I fear
that we face again a deficit in the C.N.R.
that will require a subsequent. vote from
parliament. It will also prove wise, I believe,
to add further to our general reserve against
the active assets on our balance sheet. All in
all, I think I must budget in the expecta-.
tion that- total expenditures in 1949-50 may
-amount to about $2,390 million. '

usual more difficult and uncertain, because
our tax ylelds are now very. sensitive. to
changes in economic .conditions and the
mational income. On the basis of our present

tax laws, and in the expectation that prices .

and production will hold to about their
_plesent levels with only normal seasonal
changes, and that we have average crop
-yields this year, I now estimate that in the
absence of any tax changes our revenues for
the next fiscal year would amount in all to
about $2,800 million.

The make-up of this total is’ given in a
" table, showing each of the major items in the
forecast, together with the estimate for the
year now closing. . For the convenience of
hon. members, I should like the consent of
the house to have this incorporated in
Hansard in the usual way without my toking
thme to read it.

Forecast of Revenue

: * (Before tax changes) :
i : Actual

Fiscal Fiscal ~

year year

1949-50 1948-49

(Fore-  (Prelim-

cast) inary)

(in millions of dollars)
customs dUties «...vevveiiienns 235 . 225
Excise duties ....vvviiiiiinnenn 210 206
Sales taxes (het) ......ovvennn 385 318
Other excise taxes «vievivienees 260 259
Income taxes .

Individuals ...ovvivviniaiiinn 835 77
Corporations «vvvvivrreninenes 550 490
Interest, dividends, ete. ...... 45 43
Excess profits taxes ... vov0venn . 40
Succession duties ...........0..0 - 26 26
Miscellaneous taxes ........... 4 4
Total tax revenue ........... 2,550 2,442
T NON-taX YEVENUE ...v.veveeenns 200 210
Total ordinary revenue ..... 2,750 2,652
Special receipts and credits .... 50 116
2,800 2,768
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On the side of revenue, forecasting is as

. further substantial reductions in taxes.

From the figures I have given it is evident
that in the absence of tax changes I would
expect next year that our accounts would
show a surplus of $410 million,

I{ is important, as in the case of the past
year, to consider not only this budget surplus
but also our prospective cash position, in
order to. appraise properly the outlook for
next year. Eliminating non-cash revenues
and expenditures, this budget surplus of $410
million might yield a surplus of available
cash of about $500 million. To this we must
add various receipts in pension and trust
accounts - and similar deferred liability
accounts, which are likely to amount to
nearly $150 million. -This sum would prob-
ably exceed various loans and advances
other' than those to the foreign exchange
control boald and to Govelmnents abroad by
as much as $25 million. Consequently in the
absence of tax changes we might expect a
cash surplus ‘of about $525° million, reduced
by whatever amounts may be required for

- financing our export surplus either by accum-

ulating reserves or by foreign loans. It is
still too early, with all the uncertainties of
this present year to say, even roughly, what
funds the government will have to find for
financing our export surplus in one way or
another,

TAX POLICY

What I have already said in commenting
upon the economic situation, the results of
last year, and the prospects for the new year,
will . already have indicated to you, Mr.
Speaker, that I feel the time has now arrived
when this parliament should enact some
The
increasing flow of goods available for sale
to consumers without higher prices makes
tax reductions economically feasible. The
prospective surplus of revenue over expendi-
ture, in the absence of tax changes, and even
of a substantial cash surplus over our require-
ments for loans and investments, makes tax
reduction financially feasible. The reduction
of more than $1,600 million in our net debt
made in the last three years has put us in a
position now where we may prudently give
consideration to further tax reduction. Fin-
ally, sir, I should say that I have been led
to believe in recent months, as no doubt other
hon. members have, that most of the Cana-
dian people would support and even welcome
an enlarged measure of tax reduction this
year. ' '

If this parliament should approve the pro-
gram I am now going to propose, in addition
to the fax reductions enacted following the
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Ilsley budgets .of October,. 1945, and May,
1946, and following my budgets of June, 1947,
and May, 1948, it will have carried through a
program of tax reduction such as no parlia-
ment has evér' made before, here or anywhere
else I believe—and for more than most of us
thought possible when we were ¢elected fol-
lowing the  victory in Europe in 1945. In
approachmg our task this year we should
bear in mind that this is the continuation and
rounding out of a program—not the beginning
of a new policy. We have brought our high
wartime taxes down by careful stages over
a period of four years, and now we should
aim at establishing a peacetlme revenue
gystem that may be varied up or down as the
needs of the changing times require. ‘We
cannot complete this year all those improve-
ments in the form and nature of our taxes
that have been started in recent years, but we
can carry them a long stage farther.

In selecting the fields for tax reduction we
should bear in mind several general considera-
tions. In the first place, we must recognize
that' most Canadians, like other peoples in
recent years, have shown that they prefer to
pay taxes in forms other than high income
taxes. I think most of us believe the income
tax on individuals is the fairest and best tax
we have. - The trouble is that we just don’t
like it, or at least we don’t like too much of
it. The public in peacetime will apparently
‘only tolerate a level of income taxes that is
far short of enough to -yield the revenues
that Canada requires now, and is going to
require in years to come. Consequently we
‘must plan on retaining as normal sources of
revenue substantial taxes on goods and ser-

~vices, and taxes on corporate proﬁts In
neither of these fields can we expect now to
get back to the pre-war level of tax rates—
at least not until the threats to peace dis-
appear and the people cease to demand that
the government carry out many of the types

of services and transfer payments now being

prov1ded

Consequently we face now, in add1t1on to
the problem of estabhshmg a fair and proper
schedule of income taxes, the need to adapt

“the form and nature of our taxes on goods’

and services and corporate profits to make
them efficient, fair, and- flexible sources of
revenue, causing as little-harm and irritation
as possible for each dollar of revenue we
"must derive from them. - ,

The second consideration relates more to
the immediate future. The present economic
situation is such that.it is more appropriate
this year to encourage increased expend1tures
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by consumers, rather than capital expendi-

:tures by, business. Busmess profits are already
high, on the whole,‘ and a large part of them

is being devoted to capital expendituires. Mar-
kets for the goods and services required for
additional capital expenditures by business
are still relatively tight, and prices of machin-
ery and equipment, and construction costs,
are still very high, It would not be wise, I
believe, to stimulate increased expenditures
of this nature this year by general reductions
in corporate taxation. On the other hand,
there is, as I have already said, more oppor-
tunity now to satisfy increased expenditures
by consumers. Consequently the principal
tax reductions I am going to propose are
those affecting individuals, both personal
income taxes and taxes on things the con-
sumer buys. I have, however, some import-
ant changes to propose in the dlstrlbutlon and
nature of corporate taxes. .

I propose now, Mr. Speaker, to state and
explain our program of tax changes and tax
reductions. ..

1. PERSONAL INCOME TAX

The house will recall that there have been
three substantial reductions in ihcome taxes
since hostilities ceased. Late in 1945 there"
was a general reductmn of 16 per cent. Eﬁec—
tive January 1, 1947, there was a second
reduction in rates and an increase in exemp-
tions; and in mid-1947 there was a third

- general reduction in rates. Tonight I.propose

still. further substantial reductions in this tax
in ‘the form of both reduced rates and
increased exemptions:

The present basic exemptlons are $750° for -
single persons and $1,500 for married persons.

I propose that these be 1ncreased to $1 000
and $2,000 respectively.: :

The exemption in respect of chlldren elig--
ible for family allowance 'is now $100. I,
propose that this be 1ncreased to $150.

The exemption for other dependents Whlch

.is now $300, will be raised to $400.

By these moves we shall return to pre-war -
levels of exemptions, and in.so doing will
relieve about three-quarters of a million
present taxpayers of all income tax liability.

I also propose’ a downward adjustment in

the rates of tax. The complete details of the

new rates are contained in the budget resolu-

_tions, and with the consent of the house I
should like to insert in Hansard at this point
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‘the usual tables showing comparisons of the
old and new taxes for single and for married
_persons at various income levels.’

Present and Proposed Income Tax

Single Taxpayer
Per-
Dollar centage
Income 1948 tax 1949 tax reduction reduction
$ $ $ $ %-
750.... o - o e
800.,.. 5 . 5 100
900. ... 16 e 16 100
1,000.°.. 29 . 29 100
1,100.... 44 15 29 66
1,200.... 61 30 . 31 51
1,500.... 120 5 45 38
1,800.... 180 120 60 - 33
2,000.... 220 150 70 32
2,250, ... 270 193 1 29
2,500..., 320 235 85 .27
2,750. ... 370 2178 92 25
3,000.... 420 320 100 24
3,500.... 520 415 105 20.
4,000.... 620 510 110 18
5,000.... 835 700 135 16
7,500.... 1,465 1,270 195 14
10,000.... 2,253 1,960 293 13
20,000.... 6,515 5,960 555 9
30.000.... 11,728 10,660 1,068 9 -
50,000.... 23,456 21,814 1,642 7
'75,000.... 39,418 37,264 2,154 "5
100,000.... 56,631 53,714 2,917 5
200,000.... 133,056 126,414 6,642 5

Note: In calculating the above taxes it has been
assuméd that all incomes up to $30,000 are entirely
‘earned incomes, and that incomes of more than
$30,000 include earmed income of that amount and
‘additional investment income to make up the total.
No account has been taken of the new 10 per cent
tax credit for dividends.

Present and Proposed Income Tax
Married Taxpayer—No Dependents

Per-
Dollar centage

Income 1948 tax 1949 tax reduction . reduction
$ $ $ $ %
1,500.... . .o .e e
2,000.... 70 . 70 100
v -2;100.. .. - 90 15 5 83
2,300.... 130 - 45 85 65
2,500.... 170 5 95 56
2,150..., 220 113 107 49
3,000.... 270 150 120 44
3,500.... 370 235 135 36
4,000.... 470 320 150 32
5,000.... 670 510 160 24
7,500.... 1,260 1,030 230 18
10,000..... .. 1,990 1,660 330 17
20,000.... 6,140 5,510 630 10
~30,000.... 11,315 10,160 1,155 10
-+ 50,000.... 23,043 21,264 1,779 8
. 75,000.... 38,968 36,664 2,304 6
"100,000.... 56,143 53,064 3,079 5
200,000.,.. 132,493 125,714 6,779 5

Note: In calculating the above taxes it has been
assumed that all incomes up to $30,000 are entirely
earned incomes, and that incomes of more than
$30,000 include earned income of that amount and
additional investment income to make up the total.
No account has been taken of the new 10 per cent
tax credit for dividends.

Present and Proposed Income Tax

Married Taxpayer with 2 Children of Family
Allowance Age .

. Per-
. L Dollar centage

Income 1948 tax 1949 tax reduction reduction
$ $ $ $ %
"1,700.... . . .. .
1,800.... 10 . 10 100
2,300.... 90 . 90 100
2,400.... 110 15 95 86
2,500. ... 130 30 100 k]
2,750.... 180 68 112 62
3,000.... 230 105 125 54
3,500.... 330 184 146 44
4,000.... 430 269 161 31
.5,000.... - 630 453 177 28
7,500, ... 1,208 964 244 20
10,000.... 1,930 1,582 343 18
20,000.... 6,040 5,375 665 11
30,000.... 11,205 10,010 1,195 11
50,000.... 22,933 21,099 1,834 8
75,000.... 38,848 36,484 2,364 6
100,600, ... 56,013 52,869 3,144 6
200,000.... 132,343 125,504 6,839 5

Note: (1) The above figures show the actual

income tax liability of a taxpayer with family
allowance children, but in order to arrive at his
true net position the amount of family allowance
received for his children must be offset against his
tax liability. For example, assuming he receives
the average family allowance payment of $72.00 a
child, a taxpayer with an income of $3,000 and two
children would find that under present rates his
income tax exceeded his family allowance by $86.00,
while under the proposed rates his family allow-
ance payments will exceed his income tax liability
by $39.00. '

(2) In calculating the above taxes it has Dbeen
assumed ihat all incomes up to $30,000 are entirely

.earned incomes, and that incomes of more than

$30,000 include earned income of that amount and
additional investment income to make up the total.
No account has been taken of the new 10 per cent
tax credit for dividends.

In revising the rates of tax applicable to
various income levels I have sought to
achieve not only a reduction in rates, but also
greater simplicity and greater equity. The
two chief features of the new table of rates
are first a large increase in the size of the
first tax bracket to which the lowest rate of
tax applies. Formerly this was a bracket
of $100, now it is to be a bracket of $1,000.
The second change in principle is to raise the
point in .the income curve at which the 50
per cent tax rate begins to operate.

Under the new table of rates three out of
four persons who will still be paying tax
will pay at a rate not exceeding 15 per cent
on their income above the exemption level.

.No one will pay more than. 15 per cent on

any part of his income unless and until his
income exceeds: $2,000 in the case of a single
person; $3,000 in the case of a married per-

_son without dependents; and $3,300 for a

married person with two children of family
allowance age. .




-+ any income tax.

_tion of $45 or about 38 per cent; at $2,000 the

~family allowance payments into account. All

"receive’ $114 from, the treasury: At $3,000

' $5,000 this same taxpayer will get a tax
reduction of $177 or 28 per cent and at

11949,

.These .will be: distributed as-.soon .as avail-
‘able and employers are authorized to. put

is: expected that it- will be possible to. have
_ the lower deductions in operation throughout
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Let me give a few typlcal compausons of
the. old and new rates.

A single' person now paying .$29 a-year ‘on
an income'of $1,000' will henceforth pay no
tax - whatever. A married person without

. dependents now paying $70 a year on -an

income of $2,000 will no longer have to pay .
A married man with two
children under 16 now pays $90 tax on $2,300
of income; henceforth he will pay no tax at

all,

A single person at $1,500 will get a reduc-

reduction will be about $70 or 32 per cent;

. at $3 000 a reduction of $100 or 24 per cent

at $5,000 a reduction of $135 or 16 per ‘cent;
and at $10,000 a reductlon of $293 or about

- 13 per cent.

In the. case of marrled couples w1thout

children the reduction at $2,500 will be $95
~or about 56 per cent; at $3,000 a reduction
" - of $120.or 44, per cent at $5,000 it will be

$160 or about 24 per cent at $10,000 1t Wlll
be $330 or 17 per cent. . '
Comparison - of. the position of- marned "

. couples with children of family. allowance age

is complicated. by the necessity of taking the

married taxpayers with two famﬂy allow-
ance children having incomes of $2,300 or less

~henceforth will'have no tax to pay and will,
“of course, recéive the full amount of the

family allowance payments. At $2,500 the
amount of tax payable will be reduced from
$130 to $30. If we oﬁ'sel: family allowance
payments against ‘income tdx such a family
now receives on balance $14 a’ year from ‘the '
treasury. In future they will, on balance,

this class of taxpayer, on balance, now pays
$86 to the treasury, in future he will, on .
balance;, receive $39 from the treasury. At

$10,000 .a reduction. of $348 or 18 per cent.
We propose, further, Mr. Speaker, that all
these changes be effective as from J anuary 1,

My colleague, the Minister of National

Revenue, is- expediting the preparation of '

new tax deduction’ tables for -employers.
them into effect immediately on receipt. It

the- country within a few weeks. - Further-
more, employers. will be authorized to cease
deductlons immediately from those taxpayers
no longer taxable under the new -exemptions,
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" the " medical expenses allowance,

and a table is' being made public tonight-
showing the weekly or other pay period
amounts below which-employers need .no
longer make tax deductions, My colleague
will immediately make arrangements in co-
operation with employers to' expedite the
making of refunds to persons no longer tax-
able but who have had tax deducted at the
source since the first of the year. This will -
be done as quickly as possible, but in view

of the great number of refunds that will have

to be made it will require some months to

-complete the joh. .

‘While most of the reductlons resulting from
the new exemptions and reduced rates accrue
to the benefit -of the lower and middle income
groups, I have not been unmindful of those
business and 'professional people ‘earning
somewhat - higher incomes. I have had par-
ticularly in mind the point at which the tax-
payer is requlred to surrencler to the treasury
50 per cent or more of any ‘additional éarr~
ings, and have raised it to a more reasonable

.level Coee

» These ‘are the maJor changes we -are - pro-
posing- in the personal income tax field. But .
there are a number of other proposed changes ’

'to which I should refer.

At present all’ investment 1ncome in excess
of $1,800 bears an extra tax.of 4 per cent. In

_keeplng with the general increase in exemp-

tions, this $1,800. exemptmn will. be 1ncreasedt
to $2, 400 or to the total of the taxpayer’s
personal exemptions, whichever is the greater.’
. The present law requires.that in determin-~
ing the income of a dependent for e11g1b1hty
purposes it is necessary to 1nc1ude 1ncome,.

‘such’ as war d1sab111ty pensmns, that is exempt -~

from tax under the law. I propose that this
requirement be: removed The effect of: this.

“change' is that only income: that would- be

taxable income will be taken into account.
With reference to permissible items under

and in

response to many 1nd1v1clua1 representatlons

I propose. to allow the cost of a Wheelchan'

as a medlcal expense o .
Under this same headmg I also propose that
the optional deduction of a flat.amount of $500

‘now granted to.a blind person be extended
-to persons conﬁnecl throughout the taxatlon
“year to a bed or Wheelchalr '

Amendments “will© also - be 1ntroduced
conﬁrrmng the’ exemp’uon now granted to

.clergymen.in respect of. the rental value of

a, free. reSIdence prov1ded by .a congregatlon
and in add1t1on extending the exemption to
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rent paid by a clergyman renting his own
quarters where a free residence is not pro-
vided by the congregation.

-In the case of interest penalties accruing on

unpaid amounts of tax where the taxpayer
has received no assessment hotice it is now
possible, in view ‘of the greatly expedited
assessment tempo in the income tax division,
to reduce the period beyond which interest
will cease to.accrue from the present twenty
months to twelve months.
- I estimate that the net effect of all these
reductions and amendments affecting personal
income taxes will be a tax reduction in a full
year amounting to $270 million or about 32
per cent of our total estimated revenue from
this source. In the coming fiscal year, how-
ever, the loss of revenue to the treasury will
be about $235 million, because part of the
effects -of the tax reductions in 1949 incomes
will not be reflected in revenues until after
March 31, 1950.

2. SUCCESSION DUTIES

In view of the very considerable relief
granted in respect of succession duties last
year, Mr. Speaker, I am proposing no change
in the Succession Duties Act this year. It will
be recalled that my last budget provided for
the complete exemption of estates up to
$50,000 from liability for federal succession
duties, and removed the ceiling on the
“amount of gifts that may be made for charit-
able or educational purposes free of succession
duty.

3. CORPORATION TAXES

I have several important proposals to
announce relating to the corporate tax field.
In last year's budget we undertook a suc-

" cessful general overhaul and consolidation of
the Income Tax Act. Within this new frame-
work I am now bringing forward a program
of policy changes as part of the progressive
improvement of our tax system,

At present we have a flat rate tax of 30 per-
cent on all corporate profits. I am recom-
mending that this 30 per cent be reduced to
10 per cent on profits up to $10,000 and
increased to 33 per cent on profits in excess
of $10,000. The house will at once recognize
this as tax relief for small businesses and
will, I trust, be heartily in accord with the
policy. Our country as a whole owes a great
deal to the small family type of business.
They have to struggle along, grow and
develop in competition with large and well
financed corporations whose activities may
be nation-wide. My own belief is that small
businesses should be encouraged and it seems
1o me that a useful way to do this is to lower
the tax and take less out of the funds they
need for growth and expansion.

All corporations, régardless of size, will, of
course, receive this relief on the first $10,000
of profits but, as I have said, the rate of tax
on profits in excess of this figure will be
increased by 3 per cent., The net result of
these changes is a decrease in tax burden
for corporations whose profit is less than
about $77,000; that is, the large reduction
on the first $10,000 of profit more than offsets
the slight increase in the rate on profits
between $10,000 and $77,000. Where profits
are in excess of $77,000 there is a greater tax
under the new rate structure payable by the
corporation itself, but in the light of my next
proposal it will be seen that this additional
tax may be more than offset by benefits to
the shareholders if the corporation distributes
a reasonable proportion of its profits.

My second proposal introduces a measure
of reform which has long been a declared
objective of this government. I refer to the
removal of double taxation. of corporate
profits, which was one of the aims of the
program we placed before the dominion-
provincial conference in 1945-46. Today we
find governments in this country, as well as
in most other countries, taxing away at least
a third of corporate profits. In addition, the
personal income tax rates apply in full to
what is distributed out of the remaining two-
thirds. The tax may be as high as 80 per cent
upon distributions to shareholders. It seems
to me that under a system of private enter-
prise which- depends for its existence on a

-steady flow of venture capital we cannot
_afford to neglect the implication of this defect

in our tax system, which has been accen-
tuated by the increase in both corporate and
personal income tax rates. We had hopes that
the working out of satisfactory arrangements
with all the provinces would have enabled us
to deal with this problem before now, but the
government feels that it cannot longer defer
a beginning in this field. It is not a question
of the immediate profit position of Canadian
business because I think it is clear that today
we in Canada are prosperous as never
before. Rather it is a matter of concern for
the future under a system where we depend,
and must depend, for full employment and
the creation of new wealth on the willing-
ness of our people to risk their money in
constructive enterprises.

As a first step in dealing with this problem
I am proposing that parliament should allow
individuals a credit against their personal
income tax equal to 10 per cent of the divi-
dends they receive from common shares of
Canadian taxpaying corporations. While I
have used the expression ‘“common’” shares,
the law will actually confine the credit to
the most junior class of shareholders of a
company, and it will not be. granted in
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respect of shares that enjoy any special pre-
ference. . Generally speakmg, the incidence
of the corporate tax is upon the common,
shareholders, and I believe that they rather’
than preferred shareholders should ™ be
granted such relief as can be given at this
time.
In d1scussmg the increase in the general
corporate rate by 3 per cent I, sa1d that this
meant an increase in tax burden for the
corporation itself where profits were above
the $77,000 mark. The fact is, however, that
if the corporation distributes more than about
one-half of its profits after tax in d1v1dends
in tespect of which the shareholders get a
10 per cent tax credit, there will have 'been
a net decrease in the tax burden over-all from
the point of view of the corporation and
the' shareholders considered together, that
is, the corporate rate increase is more than
offset by the decrease in tax for the share-
holder in all cases where there is a reason-
. able distribution of profits. I should like
to call particular attention now to the fact
that as a result of the low corporate rate of

" 10 per cent coupled with the 10 per cent tax
credit this- budget removes completely
double taxation. on -small businesses where
profits are less than $10,000.

A further proposal affecting the taxation
of profits is that the loss carry-forward
period be lengthened to five years 1nstead
of the present three-year limit.

During the past yéar a great deal of study
has been given to our system of allowances
for depreciation. The problems in this
field are highly technical, and I can-
not in this speech énter into much detail
regarding changes which -are to be made, 1
shall, however, state briefly what they are,
and a full’ explanatlon of them will be given
when we are in committee on the budget
resolutions,

In the past allowances have been granted-
on the basis of wear and tear of assets used
in earning the income subject to tax. Under
the new regulations which my colleague the
Minister of National Revenue is proposing,
the governing principle will be the amortiza-
tion of costs of depreciable assets. Incident-

"~ ally, an effect of this will be to allow for
obsolence hitherto unrecognized under our
act. ‘In the second place the rates of write-
off will apply to the written-down value of -
the asset account rather than to the total
asset account. In the technical language of -
the -accountant this means changing from
the straight-line ‘method of depreciation to
the diminishing balance principle. Of course
the rates of depreciation will be appro-
priately increased having regard to the-
dimiinishing base to which they apply..
Thirdly,- it is proposed to introduce what:

might loosely be described as a recapture
provision,
ensure -in effect that the deductions for
amortizing the cost of an asset shall not exceed
the final proven cost of the asset.to the tax-
payer.. It will call for an adjustment against
future write-offs where. assets are disposed
of after some use.’
so-called add-back or adjustment will be
limited to the written-down value at the end
of 1948 regardless of the price realized on
disposal of assets in order that there can be
no possible claim that under this provision
capital gains are. being taxed, or that this
recapture provision has any retroactlve
effect.

I believe that these p11nc1ples which I have

outlined will mean a great improvement over
the old system' and will be a further step
towards greater simplicity in our system of
taxing business profits. There should be a
real reduction in the accounting work both

for business concerns and the tax department

as well, The system will likewise be more
equitable to the taxpayer and to the treas-
ury. I shall welcome a full dlscussmn of
these recommendations.

Another problem  that has been given a

great deal of study in my department and -

the Department of National Revenue during

the past year is the  difficult. position that

many family businesses may find themselves

- in whenr their growth has been financed by

the plowing back of profits over a long
series of years. At present, on winding up,
the distribution of 'assets to the extent of

undistributed income on hand becomes fax-

able in the hands of the rec1p1ent at personal
income tax rates in the year in which the
assets are distributed. So severe is the appli-
cation of our present law in such cases that
many such businesses have been driven into

-a great variety of extremely complicated and
cumbersome devices to secure legal avoid-’
ance of the ‘excessive tax burden to which’
As a result.

they are now potentially liable.
we are losing revenue to which we think the
publlc treasury has a justifiable claim.

The problem is an exfremely difficult one
and I think it fair to say that there has not
been much unanimity of view among those
who have studied it as to the most equitable
and practicable solution. We have been con-

sidering a- plan under which a straight per-
.centage tax paid by such a corporation .at

the time of winding up or at the time of

capitalization of earned surplus will relieve .

the earned surplus of tax liability in the

~hands of the eventual recipient. Whether this
would be equitable and, if so, what the fiat-

tax should be, are questions which require
the most careful consideration., .I am not

This provision will operate to

I might add here that the -
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prepared to make specific proposals for enact-
ment at this session of parliament. I hope
that there may be an opportunity of having
a plan of the type mentioned discussed when
we are in comunittee.

In addition to the major adjustments in the
corporation tax structure outlined a few
minutes ago 1 am proposing some compara-
tively minor amendments affecting corpora-
t1ons

I propose that the allowances now granted
for expenditures on oil, mineral and gas
exploration be extended for a further period
of three years, that is, for 1950, 1951 and 1952.
The present law now provides for deductions
only in respect of expenses . incurred to the
end of 1949, The extra tax credit granted in
the case of expenditures on deep test wells
will be extended for one year, that is, to the
end of 1950. Also the three-year tax exemp-
tion for new metalliferous and certain indus-
trial mineral mines will be extended to cover
such mines that come into. production in
1950, 1951 and 1952.

There will be several amendments intro-
duced affecting companies having business
operations abroad. The more important of
these will remove a complicated procedure by
which corporations having controlled sub-
sidiaries abroad are now allowed {o claim a
tax credit against their Canadian tax for
taxes paid by these subsidiaries abroad and
in some cases by companies which are in turn
subsidiaries of the foreign subsidiary. In
view of the fact that most countries in which
Canadian companies are now doing business
abroad impose corporation taxes as heavy or
heavier than the Canadian tax, the effect of
the present tax credit provisions is that no
Canadian tax is imposed on this income. The
procedure for attaining this result, however,
is extremely complicated and it is proposed
that the same result be achieved by an
amendment which would allow dividends
from such controlled foreign subsidiaries to
be taken into Canadian income free of tax.
This will greatly simplify one small but very
complicated. provision of the law at no
appreciable cost in revenue.

A -group of other miscellaneous amend-
ments, mostly technical in nature, will be
contained in the bill. They are not of general
interest to the public so I shall not burden
the house with the details at this time.

In concluding this discussion of corporation
taxes, I estimate that all the proposals I have
made, including the tax credit for dividends,
will on balance result in no loss to the
treasury. The three per cent increase in the
general corporate tax rate will, in effect,
enable the other changes to be made without
any net loss of revenue.

4, TARIFFS AND TRADE

Before taking up excise taxes and duties,
I want to say something about tariffs and
trade.

I have already discussed the major changes
which took place in Canada’s foreign trade
position during the past year. The record
reflects both the difficulties which some of
our exports have encountered, and the large
degree of success with which Canadian
exporters and the Canadian government,
working together, have sought out and devel-
oped alternative markets when traditional
markets were closed to us. It must be regarded
as a major achievement that Canadian exports
reached a new peacetime record in 1948. This
result is all the more remarkable when we
consider that United States exports in the
same period fell by nearly 18 per cent.

Chief credit for this achievement belongs
to Canadian producers whose energy and
resourcefulness made the right goods avail-
able for export at the right prices. Butf the
government’s achievements in reducing trade
barriers and developing new trade opportuni-
ties contributed greatly to the mamtenance
and expansion of our trade.

The increase which tock place in our total
exports, and particularly the 44 per cent
growth which took place in our exports to
the United States, would not have been pos-
sible without the tariff concessions which we .
obtained under the Geneva agreement on
tariffs and trade. .

As I mentioned in my budget speech last
year, most of the tariff reductions agreed
upon at Geneva became provisionally effec-
tive on January 1, 1948.. The first year’s
results are apparent from the trade figures
whichh I have mentioned. These resulls, in
my opinion, provide a strong endorsement
of the policies which this government has
followed in the field of international frade.

As hon. members know, trade negotiations
with 13 additional countries are to commence
at Annecy next month. As a result of these
negotiations, the mutually beneficial conces-
sions negotiated at Geneva will, it is confi-
dentially expected, become applicable both
to a wider circle of countries and to a broader
range of commodities. As hon. members
know, the legislation for the extension of
the United States Reciprocal Trade Agree-
ments Act is now before the Congress. When
this legislation is passed, we will have the
opportunity to seek a further trade agree-
ment with that country., We wouwld hope
that it may be possible to conclude a further
agreement similar to the three entered into
in the past under that legislation, but one
which would also open up wider possibilities
for our exports of manufactured goods.
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- In view of the pending tariff negotiations
at Annecy and other trade discussions which
are envisaged, and in view also of the inten- -
tion. to introduce legislation at’a later date,
to implement the ,general agreement on
tariffs and trade, . I am- not proposing any.
tariff changes at the present time. For the
same reasons the government does not intend
to invite parliament to. extend the special
temporary provisions regarding the duties on
cotton and rayon piece goods. These will
expire July 1, 1949 in accordance with the
legislation passed by parliament last year.

During the past 16 months we have had
in' effect certain' emergency restrictions. on
imports into' Canada. These restrictions have’'
been an important . factor in achieving the
notable improvement which has taken place
in "our foreign exchange  reserve position.
" 'When these emergency restrictions were
introduced I stated that they would be relaxed
or removed as rapidly. as possible. Some
relaxations ‘have already been made, but the
time has not yét come when these exchange
conservation measures can- be dropped
entirély. ‘Canada’s foreign exchange reserves
are still not ‘as large as we would like them
to be under present circumstances. A further
increase is necessary if we are to face future
uncertainties with confidence. However, the
“ improvement which has taken place in our
balance of payments justifies some further
- relaxations at this time.

‘After a ‘careful appraisal of the s1tuatlon,
the government has decided to increase the
present quotas on consumer goods listed in
schedule II of The Emergency Exchange Con-
servation Act by approximately 25 per cent.
In addition some items will be, transferred
from the prohibited list to the quota list as
of April first, and on a few other items the .
restrictions  will .be suspended completely
As'T announced last December, it is the gov-
ernment’s 1ntentlon to remove all the remain-
ing import restrictions - on fresh fruits .and

vegetables by next July. Complete details of
these new relaxations are the subJect of a
statement, a copy of which I am now tabling:

At this.time I wish to emphasize that it is
still an important aspect of the.emergency
exchange conservation policy to facilitate the
efforts of United Kingdom exporters to regain
as much as possible of their historic share ..
of the Canadian import market which they
inevitably lost during the war years. This
is '.particularly so in the case of cotton piece
goods, which is the field where the greatest
change between pre-war and post-war sources
of supply occurred.

- While United XKingdom cotton textlle
exports to Canada in 1948 did not reach the
levels that we had hoped to see’ ach;eved

. with Canada.

there was an encouraging improvement.
The yardage of United Kingdom cotton goods
exported to Canada in 1948 was more- than
four times that of 1947. We believe that
Canada offers a sound long-term market for
still larger quantltres of TUnited Kingdom
cotton piece goods than are coming here now.

The quota applicable to textiles from -
scheduled countries is to be increased 'some-
what in the interests of Canad1an users, but
the continued operation of this quota will
still give a strong incentive for- further
expansion’ in Canadian purchases of British
texhles It is to be earnestly hoped that both
Canadlan importers ‘and United Kingdom
exporters in their mutual long-run. interests
will continue to make every effort to con-
solidate and expand this trade on a sound
business ‘basis.

The Canadian government has taken ‘and
will continue to take. all feasible steps to
encourage the -expansion of British trade
‘We are keenly aware that we
must buy from our customers if we are to
continue to sell to them. However, we can-
not solve this problem alone. ‘We have pro-
vided. opportunities and created -incentives
for the purchase of British goods. . It is up
to British exporters and the British author-
ities to take advantage of these oportunities
and to see that their goods are made avail-
able for export to Canada at prices which
our consumers can afford to pay.

The most important lines of British exports
to Canada have been greatly assisted, and
are continuing to be ass1s1:ed, by the opera-
tion of quotas under The Emergency Exchange
Conservation Act. These quotas restrict com--
petitive imports from the United States, and
give - British- producers’ preferred access .to
their pre-war share of the Canadian market.

"This is one of many steps. which have been

taken in app1y1ng the: Canadian govern-

'ment’s pohcy of using every practicable
_measure to encourage unports from the
Uhited Kingdom, .

Early in the war Canada granted a 50 per

“cent discount “from the normal preferenhal

duties to a wide range of British goods.  The
duties on British cottons and rayons were ’
entlrely rerhoved.’ Moreover, ‘these wartime
tariff- ‘reductions were maintained in effect
until January 1, 1948, when they - were
replaced by the reduced tariff rates negotlated
at Geneva.

In order to remove: any possible obstacle to
‘British trade arising out of our ant1-dump1ng
1eglslatlon I introduced last year an amend-
ment to 'the dumping provisions of the cus-
toms tariff. Under authority of this ‘amend-

ment several important classes of goods,

which mlght otherwise have been subject to
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dumping duty when imported from Britain,
have been declared exempt. Measures such
as these, together with the special efforts of
the Department of Trade and Commerce and
its commercial representatives in the United
Kingdom tfo stimulate the interest of British

_exporters in the Canadian market; are play-

ing a constructive part in expanding British
sales in this couniry. ) .

The government of Canada has mad
repeated requests at the very highest level
that authorities in the United Kingdom-and
other Commonwealth countries do all that
they can to take advantage of the favourable
opportunities which Canada has offered for
their exports. The Canadian government has
also made if clear that it does not look with
favour on purchasing arrangements or bila-
teral trade deals which tend to divert away
from Canada either British or colonial prod-
ucts which otherwise ‘could be sent here,
particularly in cases where we have estab-
lished and are maintaining substantial tarift
preferences in favour of such goods.

Canadian import statistics which I quoted
earlier make it clear that the efforts made
both here and in Britain to enlarge Canada’s
purchases from the United Kingdom are
bearing fruit. British export figures offer con-
firmation, if any is required. They show that
the United Kingdom’s exports to all coun-
tries increased substantially in 1948, and that
its exports to Canada.increased even more.
The value of United Kingdom exports to all
countries was 39 per cent higher in 1948 than
in 1947. In the same period its exports to
Canada increased 60 per cent. It will be,
agreed that this is a large and encouraging
increase. I sincerely hope that this trend will
be continued and thus provide a sound basis
for the maintenance of our important export
markets in the United Kingdom.

5. EXCISE TAXES AND EXCISE DUTIES

- Under the exigencies of wartime finance
we were compelled in our search for revenue
to get into a rather complicated structure of
commodity taxes. In addition to the tradi-
tional taxes on beer, wine, spirits and tobacco,
and the general sales tax, we developed a
great variety of taxes. These were necessary,
indeed indispensable, taxes at the time; but
they varied considerably as to rates, as to
point of imposition, and as to method of
collection.

We cannot afford to forgo most of the
revenue these taxes provide, but in my judg-
ment the time has come for a major job of
simplification in this superstructure combined
with substantial reductions in the number
we propose shall be entirely repealed.

I shall begin by listing those taxes which
and the rates of these newer taxes.

First, there is the tax of 15 per cent on all
travel tickets by air, land or sea, and special
taxes on sleeping car berths and parlour car
chairs. This tax has been a considerable
burden in a country like Canada where
distances are so great, and it bears somewhat
more heavily on people living at greater
distances from the main centres of business
and industry. We propose that these taxes
be repealed effective midnight tonight. The
revenue from these taxes has been $22 million
a year. :

Closely related to the transportation taxes
are those on telegrams, cables, long distance
telephone calls and extension telephones.
These also bear disproportionately on those
living at greater distances from the main
centres-of business, and in addition they mean
added  expense to individuals at tiines of
family emergency. It is proposed to repeal
all these taxes effective tonight. The revenue
reduction will be $7,500,000.

In the third place, the special taxes on soft
drinks, carbonic acid gas, candy and chewing
gum have never been popular, and admin-
istratively they have not been easy to collect..
They have, however, been highly productive
of revenue af a time when revenue was badly
needed. In the year now closing they have
yielded more than $49 million. They seem
to have been among the least popular of all
the so-called “nuisance taxes”, and we have
come to the conclusion that they can go. It is
proposed, therefore, to repeal these also,
effective midnight tonight.

Finally, there is one other excise tax that
is proposed for outright repeal and that is the
special 5 per cent tax on the manufacturer’s
selling price of buses. This is not a large
revenue producer—last year it gave us only
$150,000. No other form of public transit
equipment bears such a tax, and its disappear-
ance will be a modest benefit fo municipalities
who operate bus fransportation systems.

These are the taxes which we propose for
outright and immediate repeal. The fotal
tax reduction involved is approximately $79
million in a full year, and about $69 million
in the coming fiscal year.

I turn now to another group of special taxes
in respect of which I propose simplification
of procedure and reduction in rates effective
midnight tonight. )

I shall mention first the 25 per cent retail
purchase tax on jewelry and related articles.
This is the only tax in our whole system that
is levied and applied at the retail level. Af
the time it was imposed, and having regard
to the revenue then desired, there were sound
reasons for putting it at the retail level; but
in line with the simplification of our ftax
structure, the pattern of which will appear
as I continue my speech, we propose that the
tax be moved back from the retail level to
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the manufacturer’s level, and that the rate

be reduced to.10 per cent effective immedi-
ately. The existing exemptions to this tax
will continue. The net’ tax reduction in this
case is estimated to be $8 million a year.

In much the same class I put the present
35 per cent tax on the manufacturer’s selling
price of luggage, bags, purses, fountain pens
and pencils and desk sets, and smokers’ acces-
sories; and the 25 per cent tax on c1garette
lighters. ‘We propose that all these taxes be

reduced to 10 per cent at the manufacturer’s.

level. This will involve a tax reductlon of
$5,800,000 a year.

- Similarly it is proposed to reduce.from 25
per cent to 10 per cent the tax on cosmetics,
toilet articles and.preparations, with a con-
sequent tax reduction of $4 million a year.

The present tax structure on matches is a
rather complicated schedule based on the
number of matches in the box or package We
propose ‘to repeal this whole schedule, and to
substitute a straight 10 per cent ad valorem
tax. This will mean a tax reduction of $2
million a year.

Rubber tires ‘and inner tubes (but not
including original equipment tires) aré now
subject to a tax of 5 cents\ a pound. It seems
to me that this is both cumbersome and
complicated. We propose, therefore, to repeal
this poundage tax, and put these tires and
tubes into the 10 per cent ad valorem group.
No change in revenue yield is expected.

Finally, there is a tax, of minor revenue
significance, of 25 per cent on coin-operated
games and vending machines. " This, too, will
be reduced to 10 per cent.,

" The reductions in fax revenues as a ‘result
of all these shifts to this new 10 per cent
rate will be about $20 million in a full year
and about $17 million in the next fiscal year.
Added to the reductions in the repealed items,
this - makes a total reduction in excise taxes
of $99 million in a full year, and- $86 mllllon
in. the coming fiscal year. -

I. am not proposing any changes in the
taxes or duties on liquor and tobacco or in
the general sales fax rate.

As usual I must give pubhc notlce that no
claims for refund arising out of these tax
repeals and tax reductions in respect of goods
on which tax has been paid or is payable
will be entertained by my colleague, the
Minister of National Revenue. ’

With these changes in effect our excise
tax structure will be very much simpler and
will be available to serve:the people of this
country as an efficient, equitable and flexible
‘instrument of raising the revenues which are

necessary to pay for the services which' are -

now demanded of the federal government
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Let me recapitulate the substance of this
commodity tax structure as it will now be.

First, the taxes at special and very h1gh
rates on beer, wine, spirits and tobacco. .

Second, the general sales tax,

And third, a new group, or more: accurately
an enlarged group, where a 10 per cent tax
in addition to the sales tax is imposed. The
list will include such things as radios, phono-
graphs, motorcars, jewelry, furs, cosmetics,
luggage, purses, handbags, smokers acces-
sories, and so on.

This will' provide a commodity tax system
in which adjustments to varying fiscal
requirements can be made by adding or sub-
tracting from the list of goods covered, or by
raising . or lowering the general rates
applicable. ’ i

Quite apart from the details of items and
rates. I commend it to all members of the
house as constituting a very long step toiard
the desirable objective of a.coherent and
simple, yet efficient and flexible tax system.

CONCLUSION

I can now summarize the net effects
of all the tax changes I have proposed by
saying that they will produce an estimated
total reduction in taxation of $369 million in
a full year and about $323 million in the
next fiscal year. With fhe permission of the
house I should like to insert in, Hansm‘d a
recapitulation:in tabular form:

Effect on Revenue of Proposed Tax Changes - '

Reduction
Reduction in Fiscal
in full Year
Year 1949-50
Personal Income Tax $ $
Increased exemptions and : ' .
reduced rates ............ 270,000,000 235,000,000
Ten per cent tax credit for L .
dividends .......c.evv0en. 12,000,000. 9,000,000
Corporate Income Tax
‘Nét increase in revenue
“from rate changes ....... 412,000,000 --8,000,000 °
Excise Taxes Repealed )
Soft drinks ... 28,000,000 24,500,000
Candy ........ 19,000,000 16,625,000 °
- Chewing gum - . 2,000,000 - 1,750,000
* Transportation tickets .... 20,500,000 17,950,000
Berth and parlor car seats 1,500,000 . 1,325,000
Long distance -calls, . tele~ .
grams and cables ........ 7,500,000 6,550,000
Transportation buses ..... 150,000 130,000
. Carbonic. acid gas ......... 350,000 . 300,000
Excise Taxes reduced to 10 per cent )
Retail purchase tax vesbenne 8,000,000 7,000,000
- Toilet articles . .....0 v eein 4,000,000 . . 3,500,000
Luggage ......... weeenersss o 4,000,000 3,500,000
Matehes ....vivieiiiinnnees 2,000,000 1,750,000
" Smokers’ supplies ......... *© 600,000 ° 525,000
Pens and ' pencils ...v.ivv0e 1,000,000 875,000
' Cigarette lighters .......... 250,000 - 220,000
Total . sereasiniasaans ..., $368,850,000 $322,500,000
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You will recall, Mr. Speaker, that at an
earlier point in this speech I estimated that
the present rates of taxation would yield us
a revenue of $2,800 million in the ‘coming
fiscal year. After making allowance for tax
reduction amounting to about $323 million on
the basis of the fiscal year, my revised esti-
mate of revenue for the year will be $2,477
million. With the permission of the house
I will place on Hansard a table showing the
revised revenue forecast in detail after taking
account of the tax changes.

Revised Forecast of Revenue for Fiscal Year 1949-50
Taking Account of Tax Changes

Reduction
Forecast inrevenue Revised
of infiscal year forecast of
revenue 1949-50 from revenue

from existing budget for
taxes proposals  1949-50
. $ $ .8

Customs duties. 235,000,000 - 235,000,000
Excise duties .. 210,000,000 210,000,000
Sales tax (net).. 385,000,000 385,000,000
Other exclse

taxes ........ 260,000,000 86,500,000 173,500,000
Personal income

tax ..o, 835,000,000 244,000,000 591,000,000
Corporation

income tax .. 550,000,000 -}-8,000,000 558,000,000
Interest and

dividends 45,000,000 45,000,000
Succession

duties ....... 26,000,000 26,000,000
Mise. taxes .... 4,000,000 4,000,000
Total tax

Yevenue ..... 2,550,000,000 322,500,000 2,227,500,000
Non tax revenue 200,000,000 ceen 200,000,000
Total ordinary

revenue ..... 2,'750,000,000 322,500,000 2,4217,500,000
Special receipts 50,000,000 50,000,000

Total revenue 2,800,000,000 322,500,000 2,477,500,000

I said earlier that before making any tax

reduction it was estimated that we would have
-a budget surplus of $410 million in the coming
year. I have now proposed that $323 million
of this be translated into tax reductions,
which means that I am budgeting for a sur-
plus of $87 million. This $87 million is a
modest, I could almost say a nominal, budget
surplus for it represents less than 3% per cent
of our expenditures.

I repeat, and I emphasize, Mr. Speaker,
that all these estimates of revenue and surplus
are based on the assumption that current rates
of employment, production and incomes will,
on the average, be maintained during the
‘coming year. Should this expectation not be
realized, our budget swrplus of $87 million
could rapidly melt away.

A budget surplus of $87 million will mean
a reduction in our net debt by that amount.
‘This reduction may take place either as a
result of an increase in our active assets by
'a reduction in our outstanding debt or by
‘both. It is more difficult than usual to fore-
cast what our cash surplus will be in this

coming year, because of the rapid changes
that have been taking place in our foreign
trade situation and the difficulty of foretelling
now what cash the government will need to
use in financing Canada’s export surplus.
Earlier I stated that in the absence of tax
changes we could expect to have a cash sur-
plus of $525 million next year, apart from
the amounts required to finance our export
surplus either by accumulating exchange
reserves or making credits. The tax changes

‘will reduce this figure to $202 million. I

would hope that we shall succeed in selling
enough abroad that our export surplus will
be larger than this figure, and that we shall
be able to bring our reserves up to a more
satisfactory level. Should things develop this
way and if, therefore, we need more than
$202 million for this purpose, I think it would
be the sort of situation that would justify
us under present circumstances in borrowing
our residual cash requirements.

This, Mr. Speaker, is the third budget that
I have had the responsibility of presenting
to this house, and the seventh in the prepara-
tion of which I have had some .part. I take
a good deal of personal pride in having been
associated with the framing. of Canada’s
economic and financial .policy throughout
these seven years. Wherever you go outside
Canada, and almost everywhere you go within
Canada, you find in the minds of those who
know the record, a clear appreciation of the
fact that the Canadian achievements in mat-
ters of economic and financial policy during
and since the war rank second only  to
Canada’s fighting record on land, on sea and
in the air. We have been fortunate, it is
true, but we have also, I think, been skilful,
intelligent and prudent in the management
of our affairs.

Before I take my seat may I summarize in
a few short sentences the financial record of
this Liberal government during the life of
this present parliament.
- In October 1945 we provided tax reductions
of $300 million a year.

In June 1946 we provided tax rveductions
of $266 million a year.

In April 1947 we provided tax reductions of
$265 million a year.

In the 1947-48 session we provided tax
reductions of $92 million a year.

And now in March, 1949, we are providing
tax reductions of $369 million a year. '

In these five successive budgets we have
made tax reductions which now mount up to
nearly $1,300 million a year.

During the past three years we have
reduced our net debt by $1,625 million.

During the life of this parliament we have
extended social security, improved our health
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services, and have provided training, re-estab- .
lishinent credits and other. benefits to our
ex-servicemen on.a scale more generous than
that of any other country. We have' greatly
expanded our activities. in' research, explora-~
tion and surveys. And throughout. the last
four years the increase'in employment,: in
wages, in farm incomes, and in general pros-
perity has iever faltered. I know of no

* country in the world which can show a better
* record, or in wh1ch I would rather live..

I want to table now the budget resolutlons

" IHE EXCISE TAX Ac’.n

Resolved that it is- expedlent to lntroduee é
measure, to. amend The Excise Tax Act and fo pro-

" vide, effective.on-and after Mareh 23, 1949:

.1, - That the following excise taxes be repealed
namely, the excise taxes on:
- (a) Soft drinks;

(b) Chocolate, candy, and confectlonery,

{c) Chewing’ gum;

(d) Cable, - telegraph, and telephone messages,
and on telephone extensions;

(e) Transportation tickets or. rights of trans-
portation, and. on seats,  berths, or other sleeplng
accommodatlon, v . D

(£) Motor buses; and

(g) Carbonic acid gas.’

2. That the retail purchase tax be repealed and

- replaced by an excise tax of 10 per cent, payable
. by the manufacturer or importer, on all articles

now subject to the retail purchase tax.

3, 'That the following excise taxes be reduced
from 35 per cent to 10 per cent, namely, the excise
taxes on:

(a): T1unks, suitcases, bags, and luggage of all
klnds,

(b) Ash trays,

tobacco pipes, and smokers’

- accessories; and

(¢) Fountain pens, propelling pencils, and desk
accessories. -

4. That the following excise taxes be reduced
from 25 per cent to 10 per cent, namely, the excise
taxes on:

-(a) Toilet articles;

(b) Devices commonly or commercially known
as lighters; and

(e)' Coin, disc, or token operated machmes and
vending machines,

5. That the sales tax on the followmg articles be
repealed Lactose; malt syrup except when sold

. for beverage purposes; diesel powered self-propel-

led trucks, mounted on rubber tired wheels, for off
highway use exclusively at mines or quarries, and
complete parts thereof.

6. That the rates of excise tax on matches be
amended from the present specific proportionate
rate of tax on each paekage, to an ad Valorem tax
of 10 per cent. .

7. That the present specific tax of 5c¢ per pound
on tires and tubes be: amended to. an ad valorem
tax of 10 per cent.

INCOME TAX

Resolved that it is expedient to amend th—e Income ,

War Tax Act and the Income Tax Act and to pro-
vide, amongst other things:-—
- 1. That, for the 1949 and subsequent taxation
years, the following shall be the exemptions from
individual income tax:—

(a) $2,000 in the case of a married pelson and
persons allowed a deduction equivalent to that of.
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a married person and $1 000 in the case of all other
persons; and

(b) $400 in the case of- dependents not eligible
for family allowances, $150 in the case of chlldren
ellglble for family allowances. .

2. That, ‘for -the 1949 and‘subsequent taxation
years, the schedule of graduated rates for individual .
income tax be replaced by the:following schedule:—

On the first $1,000 -of income.or any portion
thereof; 15 per cent per annum;-or ’

$150 .upon the income of $1,000; and 17 per cent
upon 'the amount by which the income exceeds
$1,000 and does not exceed $2,000; or C .

$320 upon the income of $2,000; .and 19 per cent
upon the amount by which the income exceeds
$2,000- and’ does' not exceed $4,000; or

. $700. upon the income of $4,000; and 22 per cent-
upon the amount by which the.income exceeds
$4,000 and does not exceed $6,000;. or

- $1,140 . upon the income of $6,000; and 26 per cent
upon: the amount by which the income exceeds
$6,000 and does not exceed $8,000; or . .

$1,660 upon the income of $8,000; and 30 per cent
upon the amount by which the incomeé exceeds
$8,000 and does not exceed $10 000; or

$2,260 upon the income of $10,000; and 35 per cent
upon the amount by which the. income exceeds
$10,000 and does not exceed $12, 000 or .

$2,960 upon the income of $12, 000 and ;40 per cent
upon the amount bv which the income exceeds
$12,000 and does_not..exceed $15,000; or

$4,160 upon the income of $15,000;. and 45 per cent
upon the amount by which the income exceeds
$15,000 and does not exceed $25,000; or ’

$8,660 upon the income of $25,000; and 50 per cent
upon the amount by which the income exceeds
$25,000 and does not exceed $40,000; or

$16,160 upon the income of $40,000; and 55 per cent
upon the amount by which the income exceeds
$40,000 and does not exceed $60,000; or

$27,160 upon the income of $60,000; and 60 per’

‘cent upon the amount by which the income exceeds_

$60,000 and does not exceed $90,000; or

$45,160 upon the income of $90,000; and 65 per
('ent upon the amount by which the income exceeds
$90,000 and does not exceed $125,000; or

$67,910 upon the income of $125,000; and 70 per
cent upon the amount by which the income exceeds
$125,000 and does not exceed $225,000; or

$137,910 upon the income of $225,000; and 75 per
cent upon the amount by which the income exceeds
$223,000 and does not exceed $400,000; or

$269,160 upon the income of $400,000; and 80 per
cent upon the amount by which the income exceeds
$400,000. '

3. That, for the 1949 and subsequent taxation
years, there may be deducted from tax payable by
an individual resident in Canada 10 per cent of the
amount of his income that. is from ‘dividends on
shares, - having no preference of any kind, in a
corporation resident in Canada that was liable to
corporation tax in the taxation year: Provided that -
in .the case of dividends deemed tohave been
received from a personal corporation the deduction
shall only be 10 per cent of that part of the income
deemed to have been received by the shareholder
as a -dividend that the income of the corporatlon
derived from - dividends is of the whole income of
the corporation.

4, That, with respect to income of corporations
2arned on and after January 1, 1949; the present
rate.of tax of 30 per cent shall be reduced to 10 per
cent on the first $10 000 of income and increased
to 33 per cent on income in excess of $10,000 with
corresponding changes in the rates in the case of
consolidations.

5. That interest on unpaid _Laxes on incomes of
the 1948 and subsequent taxation years for whieh
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no assessments have been issued will cease to
accrue twelve months after the date for filing the
return in place of twenty months.

6. That, for the 1949 and subsequent taxation
years, the business losses that may be deducted
from income shall include losses sustained in the
five years preceding and the year following the
taxation year in the place of the three years pre-
ceding and the year following the taxation year.

7. That, for the purpose of computing income of
the 1948 and subsequent taxation years of a mem-
ber of the clergy or of a religious order or a regu-
lar minister of a religious denomination there may
be deducted the value of the ,residence or other
living accommodation enjoyed by him as such memn-
ber or minister to the extent that it would other-
wise be included in his income or the rent paid by
~him for or the fair rental value of such a residence
or living accommodation.

8. That, for the 1949 and subsequent taxation
years, the exemption from income of an individual
in respect of a spouse supported by him shall not
be reduced because of exempt income of the spouse.

9. That, for the 1949 .and subsequent taxation
years, all amounts whether in the form of lump
sums or otherwise, received by employees from
their employers, whether before, during or after
their employment, shall be included in computing
income of the employee unless it is established that
they cannot reasonably be regarded as consideration
for entry into the employment, remuneration for
services or consideration for restrictions on the
activities of the employee.

10. That, for the 1949. and subsequent taxation
years, payments made for a wheel chair may be
included in the medical expenses for which a
deduction from income may be made for the pur-
pose of computing taxable income.

11, That, for the 1949 and subsequent taxation
years, $500 may be deducted from income for the
purpose of computing taxable income of a taxpayer
who, throughout the whole of the taxation year,
was necessarily confined by reason of illness, injury
or affliction to a bed or wheel chair.

12, That special deductions from incoine to tax-
payers engaged in exploring or drilling for natural
gas, oil or minerals be allowed for expenses incur«
red in the 1950, 1951, and 1952 operations on the
same basis as for expenses in 1949 operations.

13. That- special deduction from taxes to taxpay-
ers engaged in exploring or drilling for oil for
expenses incurred on deep-test oil wells be allowed
for such expenses in 1950 operations on the same
basis as for such expenses in 1949 operations.

14, That the provision for the exemption of
income derived from a metalliferous or industrial
mineral mine that came into production during the
calendar years 1946 to 1949 inclusive during the
period of thirty-six months after the mine came
into production be extended to exempt income
{from such mines that come into production during
the calendar years 1950, 1951, and 1952,

15, That tax concessions under Statutes of New-

foundland shall not apply in respect of taxes
imposed by any Act of the Parliament of Canada.
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FOREWORD

The purpose of this Appendix is twofold:

(1) to make available in one place and in convenient form, as a supplement
to the Budget, some of the more comprehensive economic statistics
prepared by the Dominion Bureau of Statistics and other Government
agencies; . »

(2) to present a preliminary review of the. Government accounts. for the
fiscal year ending on March 31, 1949.
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PART I ‘
TABLES OF ECONOMIC STATISTICS

These tables were selected or designed to provide a broad factual back-
ground to assist in the analysis of the Budget accounts and proposals from an
economic point of view. The principal source is the Dominion Bureau of
Statistics.

The tables are grouped as follows:

National Income, Bxpenditure and Employment—
1. National Income and Gross National Product.
2. Gross National Expenditure.
3. Government Ixpenditure on Goods and Services as Pelcentave of
Gross National Expenditure.
4, Estimated Canadian Labour Force and Employment.

Personal Income and Its Disposilion—
5. Sources of Personal Income.
6. Disposition of Personal Income.
* 7. Personal Saving and Spending.
8. Personal Disposable Income Per Capita.

Saving and Inyestmeni—
" 9. Sources of Private Saving.
10. Disposition of Private Saving.
11. Corporation Profits and Corporate Saving.
12. Gross Home Investment.

Revenue and Bxpenditure of All Governmenis—
13. Government Transactions Related to the National Accounts.

International Payments and Bachange Reserves—

14. Canada’s Net Balance of International Payments on Current Account.

15. Summary of Canada’s Net Balance of International Payments on
Current Account and Related Changes on Capital Account.

16. Holdings of Gold and U.S. Dollars.

Other Leconomic Indicators—
17. Physical Volume of Industrial Production.
18. Agricultural Production.
19. Index Numbers of the Cost of Living.
20. Money Supply and Related Bank Assets.

Each group is prefaced by a brief e\planatlon each table is followed by a
brief comment.
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NATIONAL INCOME, EXPENDITURE AND EMPLOYMENT

~ National income measures the annual earnings of Canadian residents from
productive operations. As such it includes salaries, wages and other forms of
earnings by employees, in cash or otherwise, plus military pay and allowances.
It includes corporation profits and other returns on invested capital. It includes
the net income of farmers and of others who are in business on their own account.
- Gross National Product is the value at market prices of all the goods and
services produced in a year by the labour, capital and enterprise of Canadian
residents. It is obtained by adding to National Income indirect taxes and such
costs as depreciation allowances which may be regarded as entering into the .
cost of the goods and services produced, but do not form part of the incomes of:
Canadians. On the other hand, government subsidies, which reduce the price
to the consumer or add to the income of producers, have to be deducted since
they form part of the income of Canadians but do not enter into costs: of
production. o C Co
The goods and services produced in a.year must be disposed of in some way.
They are either sold at home or abroad or added to inventories. Gross National
Expenditure indicates how the Gross National Product was disposed of. . Thus
it measures the same total as Gross National Product but in a different way.
Since foreign expenditures on Canadian goods and services, i.e., exports, form
part of the earnings of Canadians in the Gross National Product, they are
likewise included in Gross National Expenditure. .While Canadian expenditure
on imported goods and services is included in.the totals of consumer expenditure,
~ government expenditure and gross homé investment, it is not part of ‘the
disposition of Canadian production and is therefore deducted. e

NATIONAL INCOME AND GROSS NATIONAL PRODUCT . -

MILLIONS OF DOLLARS : . . .
160000 Lo ‘ CALENDAR YEARS,

MILLIONS OF DOLLARS

16000

Lk GROSS NATIONAL PRODUCT

RSN NET INCOME OF AGRIC. AND OTHER
\§ UNINCORPORATED BUSINESS

INVESTMENT INCOME
SALARIES,WAGES, MILITARY PAY, ETC,

114000

14000

[

12000 112000

10000

- 8000

1939 1940 1941 ‘1942 0 1943 . 1944 1945 1948 . 1947 .
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Lo © 7 7 TABLE 1
NATIONAL INCOMD AND GROSS NATIONAL PRODUCT

B P _ Prelim,
1930 146 1047 reliz

f

(Mizzions or DorLars)

1 Salaries, wages and supplementary labour income. . 2,583 5,322 © 6,235 7,130

2. Military pay and allowances..........vvvviuveians 32 340 83 81
-3. Investment income.......cooiiieiiiiiiiiiiiieiais C 783 (¢ 1,949 2,319 |, 2,590
4, Net income of agriculture and other unmcorporated
busmess .......................................... 891 2,154 2,352 2,995
5. NA’I‘IONAL INCOME' (1+2+3+4) .............. 4,289 9,765 10,989 12,796
6. Indirect taxes less subsidies.;:............ eenee. 737 1,261 ’ ‘1,600 1,721
7. Depreciation allowances and similar business costs. 582 | 846 1,010 1,059
8. Residual error of estimate........oooiveviieiinnnn. —10 -9 —80 . —162
9. Gross National Produet at NMarket Prices

BT 5,698 11,863 13,519 15,414

- "The value of goods and services produced by Canadians attained new
levels in 1948, surpassing the previous year by 14%. Physical output showed
a. modest gain but most of the increase is accounted for by higher prices. The
resulting additions to incomes were widely distributed. Total income of wage
anid salary earners went up by $895 million or 149, investment income by
$271 million or 15% and the income of those engaged in agriculture and other
unincorporated businesses by $643 million or 27%. In dollar terms the National
Income in 1948 was ‘about three times as high as'in 1989. It is difficult to say
exactly how much the gain has been in real output, but tentative calculations
suggest” that, ‘when adjustment is made for price changes between the two
years, the physwal output of the.Canadian: people as a whole in 1948 was prob-
ably}two-tlnrds hlgher than in 1939

. l! Lo
A TABLE 2
B GROSS NATIONAL EXPENDITURE

. o ' " Prelim,
1939 ’ 1946 ’ 1947 l 1048

(MiznioNs oF DoLuags)

1. Personal expenditure on consumer goods ‘and

- selvmes ......................................... 3,801 7,913 -8,949 | - 10,000
2, Goyernment e\penchture on goods and services s i
3) cxcludmg mutual aid, UNRRA and military } , : :
S 11 SR : 724 ©1,731 | 1,612 1,725
X b). mutua.l aid, UNRRA and military relief....|............ 97 | - 38 19
3. G1 ss home investment— .
(a) plant, equipment and housing. . : 554 1,321 2,057 2,540
(b) Inventories.....ooueveieieiiiei i, 327 467 866 -+ 650
4. Export of goods and services (1) (excluding mutual RS
Caid, bl )i 1,451 , 3,197 3,029 14,087
5. Imports of goods and services(! . —1,328 2,871 [ . —3,612 © —=3,018
6. Resldu'll error of estimate......oooviiiiiiii i +9 +S . . +80 4161
7. Gross National: prenditnrc at Market Prices |i C = oo o
(A4+24-34445+6) . . .o vuuanen PN 5,698 11 863 13,519 15,414

(*) Minor adjustments have been made to the fizures of current receipts and payments shown on page 21
of *"The Canadian Balance of International Payments”, 1948, Dominion Bureau of Statistics, to achieve
consistency with the other component series. (Sce also Table 14).

e
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Looking at the expenditure side of the national accounts; several develop-

‘ments are.to be noted:  Personal expend1ture on consumer. goods and services,

Whlch had risen by a,bout a billion dollaxs, in 1947 roge by the same a,mount
in 1948. This increase: of about, 129 in dollar expendfoure is less than- the’
increase in the cost-of-living index of about 149, between 1947 and 1948, which,
would seem to indicate that theére was some decrease in the physical Volume of
supplies purchased during the year. Post-war investment expenditure con--
tinued at an unprecedented level, absorbing 20% by value of ‘total: avallable,
supplies in 1948. The claims of federal provincial and municipal governments’,
on available supplies, which had fallen steadﬂy from 1944 (when the war effort.
was at its peak) to 1947, rose somewhat in 1948, However, all governments.
taken together consumed a smaller share of total output in 1948 than in 1939 .

TABLE 3

GOVERNMENT EXPENDITURES ON GOODS AND SERVICES AS PERCENTAGE OF
GROSS NATIONAL EXPENDITURE (1)

- s’ Preliminary
1939 1946 1047 1048

$ Millions| 9% |$ Millions| % |$ Millions| % |$ Millions] ‘%. .:

Gross national expenditure at

market DIICes. ;... vvevrros 5,508 | 100 11,863 | 00| 18,519 100 | 15,414 100
Tederal gover nment expendlture o . L . ' . :

on goods and services............ ¢ 214 4 1,102 ] - 619 b 678 4
Provineial and mumc)pal expendi- . N

ture on goods and services....... ) .510 91 - 726 6 031 7 1,(_]66 T

() See Table 13.

Durmg 1948 employment contmued a’o very h1gh levels. ’I‘he total number
of 'the unemployed was very small in proportion to the labour force as a whole
although there are a few 1ocal areas where the SJtuatlon is less favourable

COTABLE 4 . oo
ESTIMATED CANADIAN LABOUR FORCE AND EMPLOYMENT

June 1, { June 1, May 31; .Jun‘e 5, | Sept. 4, Nov. 20,
1939 1946 1947 1948 1948 1948

(THousANDS or PERsoNS) —
Total population 14 years and over..... f. 8,204 |, 9,093 | 9,225 0,404 | 9,447 | < 0,481

Total Labour Force, mcludmg Armed B C T
FOTCES. v vvevrnenentornnasonnasis . 4,668 5,036 5,040 5,149 5,229 5, 085
Armed Forces........ . 10| --122| - 35| -- 36" - 37
Civilian Labour Force., 4,658 4,911 4,005 5,113 5,102 ,'5 047 .

Tmployed............ 3,763 | 4,785 4,904 | - 5,081 [ 5,125
Nonagy 1cultural. vee 2,483 3,511 3,741 3,845 3,878 | - .
Agricultural........ ves 1,280 1,274 1,163 1,186 1,247
_ Unemployed ....... Veeesieranees o 805, 126 01| 8| . 67|
Persons Not in the Labour I‘orce ....... 3,626 |© 4,060 4, 195 | 4255 4,218 4,396

, Nore —The estlmates do not; in all cases agree with the es’mmates shown in the labour fored bulleting

' of ‘the Dominion Bureau of Statistics, :To take info; account the fact that the labour force surveys do not

cover approximately 100,000 persons livifg in institutions, the number of- ‘persons not in the labour force
has beeén increased correspon(lmgly. Slmllalli tq take account of the omission of Indians living on
reservations and persons in inaccessible ar eas, the nonagrmulﬁmal employed ‘and pérsons xiot in the labour
forée have ‘both been increased by 83,000: . - )
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PERSONAL INCOME AND ITS DISPOSITION.

" How much income was received by individual Canadians i in a year and how
that income was disposed of is portrayed in tables 5, 6, 7 and 8.

- The total of personal income differs from the National Income in several
respects. Tor example, it includes only that part of corporation income which
is actually distributed. Deductions from employees’ total earnings must also
be made for unemployment insurance contributions and similar contributions
which, although forming part of the compensation for services performed, are
not actually received by the employee within the year. On the other ha,nd
transfer payments such as family allowances, old age pensions, veterans benefits
and charitable contributions by corporatlons are mcluded in arriving at the
total of personal income.

TABLE §
SOURCES OF PERSONAL INCOME
. ) Prelim.
‘ —_ . 1939 . 1946 1947 1048
(MiLLioNs oF DoLLars)
1. Salaries, wages and supplementary labour income.. 2,583 5,322 6,235 7,130
- Deduct: Iimployer and employee contribution to .
social ins. and govt. pension funds,............ —34 —147 —181 —220
2. Military pay and allowances. ... ... coivevooin, 32 340 83 81
3. Net income of agriculture and other unincorporated
S DUBIIESS. vt s it i i e e 801 | - 2,154 2,852 [ - 2,995
4. Interest, dividends and netrental income of persons. 564 878 1,087 1,127
5. Transfer payments to persons (excluding interest)
(a) from government. . . .......v i ieiiiiiiiians 249 1,113 - 849 829
(b) charitable eontributions made by corpora-| .
tions. c......... Ceveere i s 6 B 5| . 1
6. Personal income (1-+2-4844-456).....oovns e 4,291 9,670 10,390 11,960

Personal income rose by $1,570 million or 159, from 1947 to 1948. As
already .pointed out, the additional income was widely distributed, the rise in
farm incomes being particularly noteworthy. Transfer payments continued to
decline, reflecting another drop in post-war payments to veterans which more
than offset the growing total of family allowance payments and old age pensions.

TABLE 6
DISPOSITION OF PERSONAL INCOME

— 1939 1046 1947 Frelim.
(M1LL10NS OF DOLLARS)
1. Personal direct taxes
{a) INCOME tAXES. . vevrivereernierrnrinrnesonenns 61 711 694 717
'(b) suceession duties .. 28 . b4 61 58
(c) miscellaneous......oovviiin i i 21 31 36 39
Total direet taxes........ PN 110 ) 791 814
2. Personal expenditure on consumer goods and]
serviees— '
(@) 800dS....covvveeriiiiiiiiiiiiriiiiiiiiieans 2,404 5,666 6,557 7,368
(h) Serviees....oivevinriuinnn .. 1,454 2,258 2,433 2,758
(¢) net expenditure abroad............. e —57 —11 —41 —126
Total personal expenditure............... 3,801 7,013 8,949 10,000
3. Personal saving— ) .
(a) personal saving excluding farm inventories. . 260 1,002 750 1,155
(b) net ehanges in farm inventories.............. . 60 —41 —100 -0
Total personal 8aving......c.ovvevrarenens 320 061 650 1,146

4. Personal Incomie (1+243)..ooivevvviiiiiiiinnne, 4,201 9,670 10,390 11,960
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. TABLE 8
PERSONAL DISPOSABLE INCOMD PDR CAPITA

— ' N - Preliminary

. 1939 ] 1946 1047 1948
Population. .ieeiiiieiieiierieiieiaannns (thousa.nds) 11,267 12,307 12,582 12,883
Personal Income. . ............ s per capita | § 381 786 826 928
Deduct Persom).l Dlrect Taxes...vvevennns per capita | $ 10 65 . 63 63
Personnl Dispomble Inicome.......... ..percapita | § 77 B IR 7 W 763 865

... -On a_per. capita basis, personal income was $928 | in 1948 the highest on
tecord, exceeding 1947 by over $100. In spite of this very much higher income

. figure, personal direct taxes per capita remained the same, therefore leaving
r1nd1v1dual Canadians, on the avelage with the.full addltlonal income for saving
or spendmg

Y
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SAVING AND INVESTMENT

Tables 9 10 11 and 12 are demgned \to 111ustrate how mvestment expendltm es’
were ﬁnanced out .of savings.' For the purpose of these accounts, a. government
deficit is 1egarded as.a claim on public savmgs and a government surplus as an
addltlon to pubhc savmgs L e

Cel © rABLE9

SOURCES OF PRIVATE SAVING

[

— .. . .. . | . :. . . .|Preliminary
- ‘ . 1939 - '1948 1947 - 1048

o ‘(Mn:moi:ze or Dou./{'lzs)' '
Personal SavIngZ...ovvuv.veiieier i rnraniieninananns : 320 9611 .., 1650 .. 1,148

Undistributed corporation profits........ e veeraenees 219 . 41| .- B9O( .- -7 890
Undistributed Wheat Board profits..................|. e 37 571 - —104
Inventory revaluation adjustment{*)................. ) —506 | —8 .o ~18.], L= 4
Depreciation allowances.......oovviviereeinninoenns 582 | 846 | . 1,010 ., +1,059
Residual error of estimate(®).....covvvvrvneniiiinnen. o —10 -9 —80 —162

Total. i ererreeerenenenereneisenesnonees 1,055 2,238 2,209 2,825

(‘) The adJustment has been made only to grain held in eommerclal channela
(2) See Tablés 1 and 2. }

There was a very substantial increase in both personal and corporate savmg
during 1948, the total of these two items rising from $1,240 million in 1947 to
$2,036 million in 1948. The only significant offset was a reductlon in saving
by the Canadian Whedt Board which made’ substantlal payments out of ‘its
accumulated proﬁts durmg the year '

T : T P T BN VE R A st L
TABLE' 10
DISPOSITION :OF ‘PRIVATE SAVING

N : y ' - |Preliminary -
Lo 1039 1046 | 1047 . [Prolimi

(Mmmons orF Donmns)

Giross Home Investment....... ... 5..vle.vnn.. 0 IR VI 1788‘ Cg.898 U 3,000

Net  inorease in_ foreign assets (mcludmg “foreign . N .

. “exchange) ad;usted(l)...: ........................ v 1231 3% " N 1l o, 419
Government deficit (++) or sarplus (—)@).......... CoLoaR |, e o8 —846
Residual error of estimate(®)..................0 bl 0 9T T8 T T80 161

TTotal.iiiiiiey .. ..... . ©1,055 |, ., 2,238 2,200} - . 2,825

(1) See Table'15.
(%) See Table:13. !
".{®) See Tables 1and 2
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The claims upon savings represented by investment expenditures in plant,
equipment, housing and inventories increased by very little in 1948, Foreign
investment, however, rosé from virtually nothing in 1947 to $419 million, re-
presented for the most part by additions to-foreign exchange reservés. The
revenues of all governments taken together exceeded expenditures by $845
million in the calendar year 1948, a somewhat larger' surplus than in 1947.
This surplus on government account formed 239, of total savings by the Cana-
dian people in 1948.

TABLE 11
CORPORATION PROFITS AND CORPORATE SAVINGS

— Preliminary
. . 1939 1946 1047 1948
) : (MnLions oF DoLLARS)

Corpomte pr oﬁts before taxes(*). . veeiiiiriaiinnint 618 1,421 1,821 2,174
- Deduct corpomte taxes(Z) . ii i —112 —670 —724 —T744
Corporate ploﬁQS AFEET BAXES . 1 ve v et vereiieerenannns 506 | 751 1,097 1,430
‘ -Deduct dividends puild (_)ub(’) .................... —287 —340 - =507 —540
Undisl‘.ributed corporate i)roﬁts(‘) ......... ereateans 219 411 590 890

O] Includes depletion charges and is adjusted for corporate losses, renegotiation of war contracts and
conversion to a calendar year basis,

(2) Taxes paid or payable in respect of the calendar year 's mcome e\:cludmg the refundable portion of
the excess profit tax. (See Table 13

(3) Includes charitable contributions made by corporations. (See Table 5, Item 5(b)).

(*) (See Table 9).

Corporation proﬁts before taxes increased by $353 million from 1947 to
1948.  Almost the whole of the increase is reflected in the i increase in corporation
profits after taxes of . $333 million because of the decrease in corporate taxes.
Dividends paid out, however, increased by only $33 million so that retained
profits showed another substantial 1ncrease, reaching a total of nearly $900
mllhon in 1948.

TABLE 12
GROSS HOME INVESTMENT
e ) Prelim.
—_ 1939 1946 1947 1948
_ (Mrriurons oF DOLLARS)

Plant, Equipment, and ;Housing—Total()......... e 554 1,321 2,057 2,540
New Regidentint Construction(2)..........c.vu.s N 145 338 492 . 614
Other New Construction.........coveviiiniiiinns 126 349 5064 710
New Machinety and unlpment ................. 283 | - 634 ..'1,001 1,216 .

Inventories—Total....o.oveiviiiiinninanns eveaneaans 327 467 866 | *650

*Grain in Commercial Channels(3)..... e 127 —46 22 56
Farm .Grain and .Livestock(®).,..evevveiiiennn... .. .60} —41 —100 -9 .
All Other Inventories(*)..vvvveivreeiiiennenrnren 140 554 0944 . 484
Gross Home Investment()..................... 881 1,788 2,923 3,030
Percentage of Gross National Product. . 169, 15% - 22% 20%

(1) Includes private businesses and institutions, and publicly owned public utxhtxes

(®) Excludes construction by Wartime Housmg Limited which is included with Government
expenditure on goods and services (Table 2)..

(%) Value of physical change.

(4) Change in value. Includes privately financed industrial and trade inventories.

(5) See Table 2, Item 3.
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In dollar terms, private investment expenditures on plant, equipment and
housmg, inecluding those of publicly owned utilities, rose by approximately 23%,
in 1948.- In terms of physical units; ‘there was a much smaller change. - Analysis
of the figures indicates a shift in the content of investment expenditures. The
value of construction: a,nd equipment used by utilities was up sharply and
increases are indicated for housing. .- Investment in manufacturing industries
declined. ' The net addition to inventories was only $550 million in 1948
compared with $866 million in 1947.

REVENUE AND EXPENDITURE OF ALL GOVERNMENTS - -
Table 13, “Government Transactions Related to the National Accounts”,

attempts to bring together in one statement and under uniform headings the
. activities of -all governments in Canada on a calendar year basis.

The table is designed to include only those transactions which have relevance
for the national accounts, and consequently the surpluses or defieits shown here
do not agree with ‘those shown .in the various public accounts. It has been
‘necessary to adjust ‘the conventional accounting statements of ﬁscal year revenue
and expenchture to exclude purely bookeeping transactions as well as the purchase
- and sale. of exmtmg capltal assets. Extra-budgeta,ry funds such as unemploy- .

ment insurance, workmen’s compensation and pension funds have been added,
and surpluses or deficits of Government enterprises are likewise included. In '
“the fedelal accounts some of the more-substantial adjustments are as follows:
addition of national defence 1ecovelable expenditure, allocation of war refunds .
to prior years, a,d]ustment of corporate taxes to an accrual basis, elimination of
sales of war assets to business,:and elimination of British Commonwealth Air
‘Training Plan write-off from expenditure. In addition the federal figures have
been adjusted to a calendar. year basis by using the monthly figures published
by the Comptroller of the Treasury. = Government loans to foreign countries
or accumulation of gold or forelgn exchange are not 1ncluded Wlth gove1 nment’
expenditure. . Cos o S S

For purpose of a,naly51s expendltures by governments may be d1v1ded into
two main categorles expendltures for the purchase of ‘goods and services, and
~ 80- called tr a,nsfer payments, i.e., family allowances, old age pensions, veterans
beneﬁts the greater part of the mterest on the pubhc debt, ete., which do not
arise from current pr oduction of goods and services. .The first category repre-
‘'sents the demands which governments place on the annual output of the nation.
Transfer payments, on the other hand 51mply add to the sums- avallable for
spendmg o1 saving by the recipient.’ : ¥ :

30466—6
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TABLE 13.

GOVERNMENT TRANSACTIONS RELATED TO THD NATIONAL ACCOUNTS ~ -

1930

" 1046

1947

Prelim.
1948 -

GovERNMENT REVENUE—
Direct Taxes—PerS0NS. vuun e reesiiireeirre e e eesrersenneennnns

Income and Excess Profits—
B Ts 13
Provincial and Municipal....oovviiniiiieereruniiiriiereeeennnss
Suceession Duties— __—
Lo 3 ¢ 1Y P
Proyineial........ e teeaetaeniaertecnehett ettt tatttatntentannna

I‘cderal ................ e e
Provineial and Munieipal..........oooiiiiiinnin e

Federal....... Ceereeaeee e iiereeas Ceerareeeaes
B (o4 11T ) T
Wlthholdmg ta‘{es—fedeml ....................... PN

Indirect Taxes...... Ceeeienieaes e ettt ey

Federal......ivveeenernnnnnnn,s e I

Provincial ahd Municipal.............. AU RPN T

Investment Incomea....... N v e, ceen

Federal. .o irr ettt et ar e RN

Provineial and Municipal................. Cosaaen Cereeerreaene

- Employer and Employee Contributions to Socw.l Security and
Pension Funds. . vuiiseues i e rrararen s

B 1 P eveseans .

Provincial and Municipal............ reee st

Transfers from Other Governments—

Provincial and Municipal....vvvvvniinneennrennenns
TotalRe\/enue.: .....................................
Federal....ooooiiiviiinninnnnen, Cereaaes eeresearas Cereseaeeaan
Provincial and Mumclpal ................ NN PN veden
Deficlt (or sufplus—).. e s eiierrreereeiraee et
Tederal............... T eveeen e e
Provmcm,l and Mumclpul. Cer i e ceeen e
Total Revenue plus Deficit (or minus Surplus) ...... fevena .
Federal........cooiviivivininnnnn,s teresrniesiainareres Ceeriaas

Provineial and Municipal.....coovvinvnene. reeens e eriiearaees

(MinsioNs oF DOLLARS)

10| 798| 791 814
46 711 694 717
18 oo,
........ 20 30 20
28 34 31 29

3 ] 4 6

18 25 32 33
123 699 759 785
98 668 652 622
14 2 72 122
11 29 35 41
720 | 1,502 | 1,780 | 1,796
310 956 | 1,136 | 1,086
410 546 644 710
09 379 343 336
—11 153 115 103
110 296 298 233
34| 147 181 220

6 79 100 129

28 68 81 91
83 164 208 155
1,169 | 3,087 | 4,062 | 4,100
403 | 2,622| 2,766 | 2,733
706 | 1,065 | 1,206 | 1,373
42 16| —s1| —845
101 231 —715 —~824
32| —~115| —096 —21
1,211 | 3,803 | 3,251 | 3,261
473 | 2,853 | 2,051 | 1,900
738 950 | 1,200 | 1,352

o~
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e s e ' TABLE 13—Concluded

sy

I

GOVERNMENT TRANSACTIONS. RDLATDD TO: THL‘ NATIONAL ACCOUNTS -

T

GOVERNMENT JEXPENDITURE— . .
Goods and Serv1ces ...............................................

I‘ederal—-excludmg mutual aid, UNRRA and mlhtary relief
—mutual aid, UNRRA and mxhtary rellef
Provincial and Mumclpal. B P DR

Transfor Payments, ......ovveerivsirireaces
Federal........oovvivivininnnnnns
Provincial and Municipal

Sﬁbsidies.....................: ......

Tederal.....ooovvrinninneeneennns
Provincial and Municipal

Transfers to Other Governments—
Federal :

"
Total Expenditure.............. Ceeierneeans verens e
Federal....cooovvvviinieronionss Ceeaeere i Ceeeseiaa, e
Provineial and Municipal......covveeiiviiaiiinnine reeaseaaens

0w | 10ds Pielim’
| o || s | T
, (Mmuons@xyl)_onpmsf .
oo | 1,88 1,650 | 1,74
- 1,005 | . 581 ,659

97 " 384 19

726 ) - 931 | -1,0,66

B B T AV
421 | 1,670 | 1,313 1,287
194 | 1,351 1,049 1,006
227 219 264 281
—17 241 180 7%
—18 236 176 70
1 5 5 5
83| 164,| . 208; 155
1,211 | 3,803 | 3,251 3,261
473 | 2,863 | 2,051} 1,009
738 950 [ 1,200 1,352

30466—63 ' » ) .
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Using the definitions appropriate to the calculation of the National Income
and Expenditure (which, as already explained, differ somewhat from the account-
ing procedures used by governments), it is estimated that during the calendar
year 1948, federal, provincial and municipal governments took in as revenue
$4,106 million and spent $3,261 million, leaving an over-all surplus of $845 million
of which $824 million was attributable to the federal government and $21 million
to the provincial and municipal governments. Both the revenues and expendi-
tures of the federal government declined, but expenditures fell more sharply, so
that the federal surplus actually increased from 1947 to 1948. On the other
hand, provineial and municipal governments, taken together, spent more than
in 1947 and took in more'by way of revenue, but the net result was a smaller
surplus of revenue over expenditure.

- INTERNATIONAL PAYMENTS AND EXCHANGE RESERVES

Tables 14 and 15 are designed to display the principal features of Canada’s
international balance of payments on current account and the related changes in
capital items.

When goods are exported (unless they are given away) they give rise to
payments or debts in favor of Canada. Similarly, when goods are imported
they give rise to payments or debts in favor of the rest of the world. Other
transactions, such as interest and dividend payments, the tourist trade, freight
and shipping charges, also give rise to similar payments or debts in either direc-
tion. The difference between the debits and credits arising from these current
transactions is referred to as the net balance of international payments on
current account, as shown in Table 14. When total credits exceed total debits
within a year, the rest of the world has gone into debt to Canada or Canada has
paid off some of her debt to the rest of the world. When total debits exceed
total credits, the net position is, of course, reversed.

It is also important to consider the related changes on capital account, i.e.,
the international transactions which do not arise from the movement of goods or
the performance of services, such as borrowing and lending operations between
Canada and the rest of the world. These are showi in Table 15. The changes
in official exchange reserves, 1.e., in Canadian holdings of gold and United States
dollars, over a series of years are also shown in Table 16.
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. TABLE 14

CANADA'S NET BALANCE OF INTERNATIONAL PAYMDNTS ON -
CURRDNT ACCOUNT

‘ ‘ ' ' S Preliininaf&
—_— . 1939 A 1946 ' 1947 1048
o (Mrrrions' oF DoOLLARS)
NEeT BALANCE— ) - .
Merchandise. ....covuiviiuiiiiiiiirninnenieenns 377 | - 607 274 551
U.S.A. excluding non-monetary gold......... —128 —430 —903 —289
non-monetary gold................... e 184 90 99 119
U.K. and other Empire(!)....:.cc0veuvnonas 259 628 773 517
L OtherCountnes.................ﬂ., .......... 62 373 ' 305 204
Interest and Dividends......o.vvvuurrrnnnnrennns —249 —242 —275 —255
BA e -~193 | - ~203 —239 —~230
U K. and other Empire. vee - 75 — 40 — 41 - 38
Other Countries..........covvvvviienninnnnnss 19 ' 7 5 .13
ToUrist TIade. ..o vevternrerinieenneansinnaeens 68 - 86 84 © 150
USA it 70 . 86 89 158
U.K. and other Empire. . - 4 |, .. - 4 - 6
Other Countries..............oouvuues cof 2 -1 o= 2
Freight and Shipping........cecovveerrvniiienn,| = 17 92 44 62
Y - 15 — 08 —-117 —84
U.K. and other Empire. . 4 103 116 97
, Other Countries.........coovvniueiineinonins - 6 57 45 49
All other transactionS........covvviiiviniiarinis —53 —143 — 42 ) —36 -
SAeeiiiiinn, " — 34 —88 | ., — 64 75
U.K. and other Empire............. e - 8 — 16 .30 47
Other Couutries............... PR - 11 — 39 - 8 -8
Total current balance (unadjusted)............... 126 " 460 85 472
UBAireeininiieniiirnenannn - —116 S —-007 —1,135 ~401
U.K. and other Emp1re‘ JR 176 . 669 874 617
Other Countries..... 60. 398 346 |- 256
Less Official Contributions........ e - 97 - — 38 g —19
Total inerease (1) in foreign assets (lncluding .
forcign exchange)........... [PPSR £ 126 363 47 453
Adjustment for national. aceounts. . e rereeraean. — 3 - 37 - 30 — 34
Adjusted total (2)eeviniriinenniiiiniiniinienainnd] 123 . 326 |- - 17 1 - 419

) Other sterlmg aren countries are included Wlth U.K, and other E Empu‘e for 1946, 1947 and 1948
(2) Sce Tables 2 and 10; :
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The over-all smrplus in Canada’s balance of international payments rose
from $47 million in 1947 to.$453 million in 1948. - The. 1948 figure, was sub-
stantially higher than the $363 million current account surplus achieved in 1946
and constituted the largest favourable balance.ever achieved by Canada-in a
peagetime year. About three-fifths of the increase of $406 million in our current
balance over 1947 is due to a larger surplus on commodity account and about
two-fifths to the improvement in our balance on so-called “invisible’’ items.

The most important change in Canada’s commodity trade in 1948 was in
the geographical distribution -of our exports. The destination of Canada’s
commodity exports in prewar and in recent years has been as follows:

: : Othér Oﬁher '
: United | United a | . Other
- States | Kingdom Sf&ell‘églg CoEunRtges Countries
% % % | % | . %
37 37 - 10 7 9
39 28 - 13 - 12 8
50 23 10 10 7

The change in' the destination of exports in 1948 was accompanied by an
opposite change in the source of imports, as shown below: ’

. s Other Other
United United- p | - Other
— ¥ Sterling ERP el
St;te; Kingdom Avea | Countries Countries
% | % % % %
61 18 11 6 4
77 7 6 3 7
69 11 7 3 10
TABLE 15

) SUMMARY OF CANADA'S NET BALAN:QE OF INTERNATIONAL PAYMENTS ON
CURRENT ACCOUNT AND RELATED CIHANGES ON CAPITAL ACCOUNT

S . . Prelimi-
—_— .o 1939 - 1046 1947 nary
1048
Unrrep Srares AND Otaer Non-Emrire COUNTRIES— ' - (Mizzions oF DoLLARS)
- Net Balance on Current Account— . . . . .
U.S.A. —116 —607.] ~—1,135 —401
Other.... - 66 -}-398 -}-346 -}-250
— 50 —209 —789 —145
Related Changes on Capital Account—
Net New Issues (+4) or Retirements (—) of Canadian|
S BOUI IS 4+ ettt enee sttt i unieeensansansesenansonss 4 24 —238 —231 -+ 51
Net Sales () or Purchases (—) of Outstanding Securities. - 87 4268 - -+ 4 — 13
Export Credits and Interim Advances.........vvvvveeeneelivenennes —210 —~140 — 74
Other Nét Capital Movements...ooveie e eeeeneneroennnes —164 - 77 — 54 --106
Official Contributions........coovivviviinniiniieneinnnan. - - 92 — 388 — 19
Special Receipts of Convertible Ixchange from Sterling
7 PN + 2 150 --505 -+-597
Decrease () or Increase {—) in Canadian holdings of
gold and U.S. Dollars. ..ovveviviniieiiiiniiiieneeenses ) --251 --743 —496
Balaneing Ttem (2. oot cee i -+101 + 38 — -7
BN Y S -+ 50 --209 -+-789 145

(1) Included with '‘other net capital movements”. .
(%) Includes multilateral settlements (in 1939) and errors and omissions in all years.
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. - TABLE 15—Coneluded -

B [ VO e ol e RVIEFE T EIRRUE T S E B Préhml- '
—_— Gong e 1939, |, ;1946..-| , 19475},  nary.!
e a © ’ 1948
Unrrep KiNegpoM aAND EmMpIRE Coum'nms-— . (Miuurons oF, DoLLaRrs) |
Net Balance on Current Account— ' : et centr e
United IKingdom......euviiiiiiuiiiuiiinniiiieesnenns 137 +-500 4633 488
Other Dmplre Countries().....0 oerieeueidiieediianans " 39 169 +241 +129
Total (mcludmg Oﬁ'.iclal Contubutlons) evreibeeaaaes +176 669 874 +617
Related Changes on C’apztal Accounb—-
Net Now Issues (+) or Retlrements ) of Canadian .
Securities. .. oo i i e =120 = T = 41 = 14
Net Sales (+) or Purchases (—) of Outstanding Securmes - § — 54 - 9 - 4
. Loans and Interim Advances (net) ; - —652- —423 - b2
""Repayments on 1942 U.X. Loan.......... ........ o 89-f 4104 + 64
“-Other Net Capital Movements.......... SO A 4164 |...... DD -~ 18
'Official Contributions..........ieiveeeeeriioereierannnsns — b5l oo, 3
‘Special Receipts of Convertible Exchange.. —150 — 505 —597
‘Decrease (-4) or: Increase (——) m Canadlan holdmgs off, e e :
" £ Sterling ' 1 = Tl
Balancing Ij:em(z) ....................................... 4+ 1|+ 1 + 4
0] 72 ) D S A S S —669 | - —874 —=017

Other Sﬁerlmg Area countries are included with Other Empire countries for 1946, 1947 and 1948
Ineludes, multﬂateral settlements (in 1939), and er1ols and omissions in- aIl years

8 o

Deducting repaymente, the Canadlan Government made loans or advances
to foreign countries to a net amount: of $126 million during 1948, as againgt $563
million in 1947. During the'same perlod the United Kingdom repald $64 mllhon
on the $700 million' interest-free loan of 1942, compared -with $104 million in
1947,  Official contributions for relief purposes fell by half from &B38 mllhon in
1947 to $19'million in 1948." e

Included in the other ca,pltal movements vis-a~vis the Unlted ‘%tate% a,nd ,
other non-Empire.countries was an inflow of capital from the U. S.:dollar aréa for
investment in Canadian properties or business of $68 million. - This figure does
not include the ploughmg-m of earnings by Canadian companies instead of their
transfer to the non-resident parent company. The comparable figure of direct
1n\ﬁastments for 1947 was- $48 mllhon, for 1946 $41 m11110n and for 1945 $17
million..” -

TABLE 16
' HOLDINGS OF GOLD AND U.8. DOLLARS
: E.C.B
. Government :

' . gfn%gzrél; of Canada vaate(l) . Total
........ . i
A 3 RIS RS (MILLIONB oF Dor.mms) A
Sept. 15, : . 238.7 ‘994 | - 132:0 393.1
" Dec. 31, 272-8 33.4 |- V980 404:2
Deo. 31, 3003 [ 20.8- | - ---2.0- |, - 332-1
Dee. 31, 1641 o 23050 S 187-0
"Deec. 31, 242-9 - 75-6 318-5
Dec. 31, . 573-2 76-4 649-6
Dee. 31, 800-1 . 102-1 902-2
Dec. 31, 1,275-9 '232:1 1,508-0
Dec. 31, 1,222-3 22-6 ,244.9
Dee. 31, 458:4 43-3 - 501-7
Dec. 31, 975-8 22-0 997-8

(%) Exclusive of wozjl{‘ingvbalancés..' : -l':- ] ,.' AT
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OTHER ECONOMIC INDICATORS
. The following tables are a selection of official statistics to illustrate some of
the important trends in output, prices and money supply. .
TABLE 17
INDEX OF PHYSICAL VOLUME OF INDUSTRIAL PRODUCTION, 1939-1943

o : SEASONALLY ADJUSTED, 1935-9=100"

Non-

Durable s
_ . Manufac- | Durable Electrio

Total Mining turing | Manufac- M%nufac- Power

tures ures

109 118 108 108 108 108

130 127 132 121 152 115

157 135 - 1- 164 --f - 140 —205 - f--- 128

185 130 200 154 276 142

199 118 217 167 302 155

199 106 220 173 299 155

176 102 192 170 229 154

159 103 169 163 179 159

176 113 187 174 208 172

; 182 128 192 179 214 171

1948, by months— . . . ) ] .

J'mumy .............................. 178 119 . 189 176 o212 166
107 ST N 182 120 194 182 216 162
March......oovviiiiiiiiiniiiinen 182 128 193 179 217 165
April..ooiiiiiii i e 184 137 193 181 214 175
B s v it re it e 182 130 191 178 212 188
L N 180 124 190 178 212 179
L5 175 127 183 174 197 180
AUgUust. ..ottt . 176 . 123 185 175 - 202 176
September.........cviiiiiiiieiiiinens 184 128 195 181 220 171
October....voviriiiierinedinnnrnenas 185 131 197 181 224 | . 165
November........ocvvviiiiiiiinen 185 132 197 182 223 160
December.......ovivvviiiiiiiiinnn 185 133 197 o181 224 159

. There was a further substantial increase in 1948 in all types: of industrial
output e‘mept electmc power.

TABLE 18
" AGRICULTURAL PRODUCTION
- Prelimi-
—_ 1939 1946 1947 nary
t ’ 1948
(MnuLIoNs)

14 T2 [, . (bush.) 521 414 337 393
[ 713 7 T (bush.) 384 371 279 359
2219 3 (bush.) 103 149 141 155
Rye, flax seed, mixed grain..........ovvvviiiinnninnn (bush.) 62 68 60 105
Shelled corn, buckiw? heat, peas and beans (dry)....... (bush.) 18 20 15 20
Potatoes and turnips..........ovveiiieieiiiiiiaie oL (BODS) 4 4 3 4
Hay and clover, alfalfa, fodder corn, grain hay......... (tons) 22 23 24 25
] T TR P Ibs.) 141 107 - 109
Milk production. ......vvvnvrerenrnrneensnns . . , 16,9056 17,241 16,045

Meat production ' . , 2,350 2,220 *

* Not available.

Partly as a result of more favourable climatie conditions, production of field
crops in 1948 recovered from 1947 levels but was still below wartime peaks.
Milk produetion, however, was somewhat lower than in- 1947 and, although
final statistics are not available at this time, meat production also deelined



) TABLE 19 '
" INDEX NUMBERS OF THE COST-OF-LIVING
(1935-39=100)

) A1l Ttems Foods Clothing * Rents
Canada | U.S.A. U.K. Canada | U.S.A. U.K. Canada | U.S.A. U.K Canada | U.S.A. U.K.
MONTHLY AVERAGES— L ’ : . -
LS Y 2102 99 104 101 95 104 101 101 107 104 104 102
1940, .. i i 106 -100 121 106 97 121 109 102 143 106 105 103
1941, - 112 105 131 116 106 124 116 106 185 109 106 103
1942, . i 117 117 132 127 124 119 120 124 200 111 109 103
1943 i 118 124 131 131 138 123 121 130 176 112 108 103
1944, .. i - 119 126 132 131 136 124 122 139 173 112 108 -103
1045, oiiiiiiiii e 120 128 134 133 139 126 122 146 174 112 108 -104
1046, ciiii e 124 139 134 140 160 125 126 160 173 113, 109 105
1947, e 136 159 ...l 160 194 |...... nee 144 186 |.......... 117 111 el e
1048, e 155 171 108(%) 196 210 108(1) 174 198 109(%) 121 117 100Q1)
1948—Janmuary...ccovierinineinnannn . 148 169 1040%) 182 210 104(1) 161 192 103 (%) 120 116 100(2) e
February........... 150 168 106 186 205 108 165 195 104 120 116 _ 100
March......c....ee . 151 167 - 106 186 202 109 170 196 105 120 116 ~100
April.......o..o.n 152 169 108 187 208 109 173 196 106 120 116 99
May...ccovieiunnn. 153 171 108 191 211 . 108 174 198 107 121 117 99
June......ieiinnnnn - 154 172 110 194 214 114 175 197 109 121 117 - 99 -
July..ooiliiaiian 157 174 108 201 217 108 175 197 110 121 117 - 99
August..........i.. 158 175 -108 203 217 108 176 200 112 121 118 99 .
September 159 175 108- 204 215 107 180 201 113 121 119 99
October............ 160 174 108 205 212 108 181 202 114 . 121 119 100
~ November - 160 172 109 205 208 108 182 201 115 121 119 -100
December.....cccooooinieee 159 171 109 202 205 108 182 200 . 115 122 120 100
1940—January. ... .ocovivninnniannn 160 - b R PN 202 205 Jioiieiiaen 182 197 .ol 122 120 fo..ieeele.

(1) New Interim Index, based on June 17, 1947=100.




The chief development in Canadian prices in 1948 was the stability in the
cost-of-living index during the closing months of the year. Tliere was practically
no change from Seéptember to the end of the year. In the United States the
cost-of-living index at the turn of the new year was 4 points below the high
point attained in August. o ,

C TABLE 20

MONEY. SUPPLY AND RELATED BANK ASSETS.

December 31,

Money Supply ) .
1939 1946 1947 1948

(Mitrrons oF DOLLARS)
Currency Qutside Banks— )

Notes()..verienn.. e e 247 1,081 1,046 1,115
Coin(®.......une. P e " 65 66 70
Tobal CUrEenCY v ev it s it it iesieeniiirnnrnnnns 281 1,096 1,112 1,185

Bank Deposits— ’

Chartered Banks Co .

Demand(®)........... e S N 853 2,291 2,296 2,544
Active NoBIee (). vttt ittt iiererneienrnanes 197 614 597 649
Other (excl. Government of. Canada)(®).............. . 157 229 233 276
Total........ e et 1,207 3,134 3,126 3,469
Deduct Float(®). ....... e n e eerieae —186 —328 —362 — 400
Net Total,............... S P 1,071 2,800 2,764 3,069
Banl of Canada **Other’” Deposits(?).........1000vvvvnns 18 94 68 . 81
Total Bank Deposits.'............eeeeeenen.s. oo 1,080 | 2,000 { ‘2,832 3,150
KMoney Supply.......... e EEEEEREETRETP P 1,370 3,936 3,944 4,335

(1) Note circulation of Bank of Canada and chartered banks, excluding notes held by chartered banks.

c (2 Subsidiary coin issued by the Mint less coin held by Bank of Canada and chartered banks in
anada,

(%) Chartered banks' public demand deposits in Canada. :

(1) Chartered banks’ public notice deposits in_Canada other than estimated aggregate quarterly
minimum balances in personal savings accounts and non-personal notice déposits, ) .

(5) Chartered banks’. Canadian dollar deposits of provineial governments, Canadian, United Kingdom,
and foreign banks. ) ) ) _

() Cheques on banks as shown in chartered bank mouth-end returns to the Minister of Finance.

(") Bank of Canada Other Deposits as shown in published month-end statements—i.e. excluding
Government of Canada, chartered banks and foreign deposits. . .
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TABLE 20—Concluded
MONEY SUPPLY AND RELATED BANK ASSETS

ARV S AU Lo IRl RV AR

"' December 31,

RErateEDp BANK oF CANADA AND CHARTERED BANK ASSEYS : ‘
' : 11939 1946 1947 1948

(Micrions or DOLLARS)

Governmenﬁ of Canada Securities, ‘Gold & Exchange— ' ! : ’
. Banlk of Canada, Gold & Exchange(®).......cc..ovvvnn.. 290 fouiiiveiiifoniinnnn TN P

Banking Secur: 1tles(°)) ................................... 425 1,476 811 1,138

- Other Government of Canada Securities(19)...... P 752 3,745 (8,718 | - 38,834
U otal... b Doz | 35 |38 | 3,834
Total Government of Canada Securities, Gold & Exch...| 1,467 | 5,201 4,520 ) 4,972
Deduct Government of Canada Deposits(1)................. —145 — 366 —272 —320

Net Total.....over i iiieieieenarreenans ) 4,855 4,257 4,852

All other Loans and Investments(’? o . 2,297. | . 3,084 - 3 341
Deduct Inactive Notice Deposits 13) : . : : —2,866 | —8,143 "y ,408

_ Total Related Bank Assets......... e ST 4,298 4,198 4,585

1 b(1*’) B’mk of Csmada gold and forelgn exchange holdings less the amount of forelgn currency deposnt
iabilities. -

‘(") Bank of Canada and: chartered banlk holdings of Government of. Canada Treasury Bills, Deposit
gerfnﬁc‘wes, Treasury Notes and any other short telm issues sold dlrect to bank of Canada and char tered

anks A s

(%) Bank of, Canada and char('.ered bank ho]dmgs of Government of Canada direct and guaranteed
securities other than those shown as banlcing issues.

‘(1) Canadian dollar deposits of the Government of Canada at chartered banks and Bank of Canada.

(12) All:loans in Canada of the chartered banks other than temporary advances in connectmn with
Victory Loan issues, plus chartered banks’ holdings of provineial, municipal and "other’’ securities, and
Bank of Canada holdings of Industrial Development.Bank capxtal stock. .

(13) Bstimated aggregate minimum quarterly, balances in chartered banks’ personal savmgs deposxts
in Canada plus non-personal notice deposits in Canada.

S ' i

From the end of 1946 to the end of 1947, the total money supply, as esti-
mated by the Bank of :Canada, showed vn'tually no change. - During 1948,
however, there was an increase of about ‘$400 million. The reasons for the
change are. discussed in detail in.the Bank of Canada annual report for the year
1948.

T [ L M - M . )
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PART II
REVIEW OF GOVERNMENT ACCOUNTS 1948-49

1. INTRODUCTION

The figures appearing in this Part must be regarded as necessarily prelim-
inary and subject to revision. Although the Government’s fiscal year ends on
March 31st the books must remain open for several weeks after that date in
order to record various adjusting entries, as well as all payments up to April 30th
made on account of expenditures originating in, and properly chargeable to,
the current fiscal year. For these reasons final figures for the current year will
not be available for some considerable time. '

2. SUMMARY OF GOVERNMENTAL FINANCIAL OPERATIONS
DURING THE YEAR

Total revenues of the Government for the year ending March 31, 1949,
are now estimated at $2,768 millions. Expenditures, on the other hand, are
estimated at $2,193 millions. On the basis of these figures it would appear that
the Government’s accounting or budgetary surplus for the current year will
probably total something in the neighbourhood of $575 millions. This compares
with the all-time record surplus of $676 millions accumulated during the.year
ended March 31, 1948. As a result of the current year’s estimated surplus of
$575 millions, the Government’s net debt (z.e. the excess of total liabilities over
total active assets) will reflect a reduction of an equivalent amount.

In addition to collecting revenues and making expenditures in the narrow
accounting or budgetary sense of those terms, the Government also receives
and disburses substantial amounts of cash in other ways. These other receipts
and disbursements relate to transactions which give rise to increases or decreases
in the Government's assets and liabilities, and they do not, therefore, appear in
what might be called the Government’s income account for the year, nor do they
enter into the calculation of the Government’s annual surplus or deficit. In
1948-49 the total of these other disbursements greatly exceeded the total of
other receipts, and a large part of the cash provided by the 1948-49 surplus had
to be used to finance the difference. The balance of cash available for the
reduction of funded debt was, therefore, considerably reduced.

The following summary shows the nature and extent of these non-income
account transactions and their effect upon the government’s net cash position.
The figures indicate that although a total cash sum of $650 millions became
available to the government as a result of the current year’s budgetary surplus,
this was reduced to a “cash surplus” of only $182 millions after financing the
large cash requirements on non-income account.
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: (millions)
Net cash balance arising from the current year’s budgetary surplus.
(i.e. budgetary surplus of $575 millions adjusted for non cash - _
dtems)*. .. ... .. e e e e $650

Add other recelptS'
Increases in Annuity, Pension, Insurance and Guaranty

ACCOUNDS. ..\ vt vt $93
Increases in Floating Debt, Deposit and Trust Accounts
and Sundry Suspense accounts. . . ... . e 35
—_ 128
778
* Deduct other disbursements:
Advances to the Foreign Exchange Control Board. ..... 450
Loans to the United Kingdom and Other Governments .
met),.....covii i e 57
Advances to Central Mortgage and Housmg C‘orporat1on 71
Increases in other loans, advances and investments (net). 18
‘ . e 596
Cash sulplus——a e. balance available for debt reduct1on and/or

increase in cash balances......... R T $182

As shown above the total of other receipts during the year amounted to
$128 millions, made up of $93 millions from increases in annuity, pension,
insurance and guaranty accounts and $35 millions from increases in floating debt,
deposit and trust accounts, and sundry suspense accounts. The total of other
disbursements on the other hand amounted to no less than $596 millions, con-
sisting of $450 millions by way of advances to the Foreign Exchange Control
Board to finance increases in Canada’s exchange reserves, $57 millions by way

-of loans to the United Kingdom and other countries for use in purchasing Cana-

dian exports, $71 millions by way of advances to Central Mortgage and Housing
Corporation for housing construction and housing loans, and a further net amount

of $18 millions by way of miscellaneous loans, advances, and investments

(including loans to veterans, farmers, and the Canadian National Railways).

Although total receipts from all sources exceeded total disbursements by
only $182 millions, the government nevertheless reduced its outstanding funded
debt by a net amount of- $372 millions. This extra reduction in funded debt
was made possible through sales of bonds out of Securities Investment Account.
This account is the one used to record temporary holdings by the government
of its own securities. Such securities are held either as temporary investments

of surplus cash balances, or until the securities themselves mature or are cancelled

¥ To calculate the amount of cash made avmlable to the government as a result oi the current year 8
surplus two types of adjustment are necessary: .

In the first place there must be added back to the. accounting or budgetary surplus ﬁgure of 8576
millions any items included in total expenditure which did not involve current outlays of cash. In this
category, for example, come the provision for possible losses on' ultimate realization of active assets, $75
millions; - the annual amortization of bond discounts and commisgions, $8:6 millions; the 1948-49 subsrdy'
pnyments and expenses of the Commodity Prices Stabilization Corporatlon (which were ﬁnanced out of -
moneys advanced to the Corporation in prior years), $16-0 millions; cte.

- In the second place there must be deducted from the budgetary surplus figure any items includéd in
total revenues which did not represent current receipts of cash, In this category, for example, come the
interest accruals on interim advances made during the year to foreign governments, which were added
to principal on ‘consolidation of such advances into a specific loan, $16-0 millions; and the transfer to
revenue of a balance previously held in a deposit aceount for War Supplies Limited, representing reim-

* bursement for inspection costs m connectmn with ccrtam procurements made through tbnt company,

$11-0 ‘millions; ete.
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‘A reconciliation between the ‘“‘cash surplus’” of $182 millions, the net
reduction in funded debt of $372 millions, and the net change in the govern-
ment’s cash position during the year, is shown‘ below: :

................... . ‘(millions)
Cash sur plus—z e. excess of total recelpts from all sources over
total disbursements.................... ... ..., e $182
Add: N o o o
Net sales of securities from Securities Investment Account 224
$406
Deduet:
Reduction in funded debt payable in Canada.......... $472
Less increase in funded debt payable in New York. .. ... 100
Net reduction in funded debt... ............ e 372
Net incredsé iﬁ cash balances during the year.............. $ 34

3. SUMMARY OF THE 1948-49 REVENUE AND EXPENDITURE
STATEMENT
The table which follows gives a summarized statement of revenues and
expenditures for the year ended March 31, 1949, together with comparable
figures for the four preceding fiscal years. More detailed tables, in comparative
form, may be found at the back of this Appendix.
SUMMARY OF REVENUES AND EXPENDITURES
(in millions of dollars)

Tisecal Year Ended March 31
. 1949
1945 1946 1947 1948 (Estimated)
’ $ $ $ S $
RevENUEDS
Ordinary TEVEIUES. o vvrevrrvrnenenenroeernnnes 2,300:1 ‘2,363-2 2,588:5 2 629-8 2,0651-7
Capital refunds.........cocovvennn. . 0.7 0-4 0-1 0-1
Special receipts and other credits 3865 6496 419.3 241 8 116-5
Total Revenues..........ooviveiiiins Ceereens 2,687.3 | 3,013-2 | 3,007-9 | 2,871.7 2,768-2
EXPENDITURES

Ordinary expendittures. . .v.veeeensereenereenenes 76741 1,061-9 | 1,236-2| 1,380-0 1,583-3
Capital expenditures. .....vvveeniiirveireneenss 3:2 4.5 11.2 15:7 19:5
War, demobilization and reconversion expendi- . '

L N 4,418-4 | 4,002-9 | 1,814.8 6344 434.4
Special expenditures............ 75 17.4 31:9 631 34.4
Government-owned entorprises 1-3 1.3 10-7 18-7 39.7
Other chm ges, including, the w11te down of assets, 47.8 48.2 |. 20-4 83.7 81.9
Total Expendltules ............................. 5.245- 6| 5,136-2| 2,634-2| 2,195:6 2,193-2
Budgetary Surplus or Deficit(— ) ............ ...|-25583 |-2,123.0 | 373-7| eve1| 5750

. Ordinary revenues for the fiscal year ending March 31, 1949, are expected
to total approximately $2,652 millions, which represents an increase of
approximately $22 millions over the total for the previous year. 'This increase
was more than offset, however, by a decrease in. special receipts and credits
which are expected to total only $117 millions this year as compared with a
total of $242 millions received during 1947-48. The 1'educt10n in these receipts,
which consist largely -of refunds -of previous years’ iar, demobilization and
reconversion expenditures, and sales of surplus war a,ssets reflects the normal
decline which was to be expected in revenues from this source.



2000

1000

49"

Of special interest ‘on the expenditure sidé is the decrease in‘demobilization
and reconversion expenditures from a total of $634 millions in 1947-48 to an
estimated “total of : $434 millions for ‘the éurrent year. Special éxpenditures
also Teflect -a “decresse; declining from: $63  millions ‘in- 1947:48 to' $34 millions
in 1948-49. These 1educt10ns were almost entirely - offset, however, by ‘an
increase of $203 millions in ordinary expenditures ($1,583 millions in 1948-49
as compared: with .$1;380 millions in 1947-48), and an 'increase of $21 millions
in expenditures connected with government-owned enterprises ($40 millions in
1948-49 as compared with $19 millions.in 1947-48). 'To some extent the increase
in ordinary expenditures and the decrease in demobilization and reconversion
expenditures resulted from a change in imethod of classifying expenditure as
between the two years, Owing to their continuing pature, for example, all
costs relating to pensions and treatment of World War II.veterans are now
classed as ordinary expenditure,. whereas in previous years they were included
under the headmg of Demobilization and Reconversion Expenditure.

BUDGETARY REVENUES AND EXPCNDITURES
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4. ANALYSIS OF REVENUES

Estimated revenues for the year 1948-49, classified according .to major
categories, are presented in the following table along with corresponding figures
for the previous fiscal year,

SUMMARY OF REVENUES, BY MAJOR CLASSIFICATIONS,
FOR THE YEARS ENDED MARCH 31, 1949 AND MARCH 31, 1948

(In millions of dollars)

Fiscal Year Ended March 31
Increase
—_— 1949
(Estimated) 1048 Decrcglge (=)
Amount | Percent | Amount | Percent
$ $ $ -
Dircet Taxes—
Individual Income Tax. .. ..cooevvveenninnn 7710 27-9 659-8 23.0 111-2
Corporation Income Tax.........ccvevvn.n . 490-0 177 3642 12-7 125-8
Excess Profits Taxes. . . voveviveriiieernrnnn,s 40-0 1-4 2270 7-9 —187-0
Tax on Interest, Dividends, Rents and
Royalties......... e N 42.7 1.6 35:9 1-2 6.8
Succession Duties..... ereeereraias Ceerees 25-5 0-9 30-8 1.1 —5-3
Total Direct Taxes_ ................. 1,369-2 49-5 1,317.7 45-9 51:5
Indirect Taxes— ’
Customs Duties, .. .ovveievevivinrerecnnenes 225:0 81| 2080 10-2 —G8-
Execise Duties. . ovvvivereiviiiniiirecennenan 206:0 7-4 196-8 " 69 9.
Exeise Taxes. ..ooiiieeiienniiesineneiannes 637-4 23-0 640-7 223 -3
Other Indirect Tases. ..vevevieeerrerracnnn. 4-0 0-2 3-8 0-1 0-
Total Indirect Taxes.....o.vvveenn.. 1,072-4 387 | 1,134-3 39-5 —61
Noﬁ-Tnx Revenue— .
Post OfieC. .vvvvinievniinnenrnrnnessenrnens 798 29 77-8 2.7 2:0
Return on Investments, ., ..coiiviinennnnnen 106-0 3-8 75-8 2-6 30-2
Other Nou-Tax Revenue........ovvvveinnnn, 24:3 0-9 24.2 0-9 0-1
Total Non-Tax Revenues........... 210-1 7-6 177-8 6-2 32:3
Total Ordinary Revenue............ 2,661:7 95-8 | 2,629-8 91-6 21-9
Special Receipts and Credits........covvvevvn... 116+5 4-2 241.9 84 —125+4
Total Revenues.......... N 2,768-2 100-0 | 2,871-7 100-0 —~108-5

It will be noted that of grand total revenues for the year 49-5%, was derived
from direct taxes, 38-7%, was obtained from indirect taxes, and the remaining
11.89%, was attributable to non-tax revenues and special receipts and credits.

(a) Taxes oN PeErsoNaL INcomus

The personal income tax, which' yielded an estimated total of $771 millions,
retained its position as the largest single source of revenue. Although tax rates
on personal incomes have remained unchanged since July 1, 1947, total collections
from this tax showed an increase of some $111 millions over the 1947-48 total.
This increase is a reflection of the high levels of income and employment which
prevailed throughout the year.

(b) CorroraTioN INcoME AND Excmss Prorirs TAxEs

Corporation income taxes yielded a total of $490 millions, an increase of
$126 millions over the previous year’s total. This very large increase is attri-
butable not only to the high level of business profits being earned during this
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period, but also to.the fact that the effect of the increase in corporation-income
tax rates (from 18%,:to 309,) which took place on-January 1, 1947, was more
fully reflected in 1948-49- revenues than it was in the revenues of the preceding
year. e

The yield from ‘excess profits taxes totalled only $40 millions during the
current year as compared with a total of $227 millions in 1947-48. These taxes
were repealed as-of December 31, 1947, so that collections during the year
1948-49 were largely in the nature of clean-up payments.

. (c) Taxes oN InTEREST, DIvIDENDS, RENTS AND ROYALTIES

" ‘Revenues under this heading represent withholding taxes on certain pay-
ments going to non-residents.”” The 1948-49 total of $42-7 millions represents an
increase of approximately $7 millions over that for the previous year, - 'This
increase is due largely to a higher level of dividend payments during the current

period.

(d) SuccssioN, DUTIES

Revenue fronﬁ rsuccessioh duties is estimated at $25-5 millions for ‘the
current year. The decline of $5-3 millions below- the previous year’s total is
attributable largely. to the raising of exemptions on estates subject to duty from
$5,000 to $50,000. This change, which was announced in the 1948 Budget
Speech, became effective as of January 1,1948. . .

'.—.(e‘) CﬁéTOMS D‘U’IZ‘IES '

* ‘Net revenues from-customs duties for the current year are.estimated-at

$225 millions. This represents a reduction of $68 millions below the 1947-48

total, a decrease which is attributable almost entirely to the import restrictions
put ‘into effect in November 1947 as part of Canada’s exchange conservation
program. : o : o - ‘

(f) Excism Duries

- Excise duties, which are Ibvied_exclusively on aleoholic beverages and tobacco
products, brought in an estimated total revenue of $206 millions during 1948-49,

- representing an increase of approximately $9 millions, over the total for the

previous year. Gross.receipts in this category. .(before deducting refunds)are

~ divided as. follows: $105 millions from alcoholic beverages ($97-7 millions in
1947-48), and $104 -3 millions from cigars, cigarettes and tobacco ($102-1 millions

in 1947-48).

' () Excise Taxus

Excise taxes constituted the second largest source of governmenta[ reveﬁues’,
with total collections for the year estimated at $637-4 millions ($640-7 millions

-in 1947-48). Included here are a wide variety of taxes on commodities and

services levied under the provisions of the Excise Tax'Act. " The most important

of these taxes from the point of view of revenue.is the sales tax which yielded a
gross revenue of $391 5 millions during 1948:49, or an increase of $8-5 millions

over the total for.the previous year,  This increase, which. reflects a. somewhat
higher price level during the current year, took place despite the fact that the
majority of prepared food products not. prévicusly exempt from sales tax were
placed on the exempt list in May, 1948, '
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The second largest revenue source among the excise taxes is the tax on
tobacco products which .yielded $76-6 millions. - This represents an increase of
129, over the previous year’s total, and indicates an upward trend in tobacco
consumption. -

The revenue from several other excise taxes also- showed a substantial
increase during the year. The revenue from soft drinks, for example; reached a
new high of $27-8 millions, representing an increase of 17% over the total for the
previous year. At the same time tax revenue from candy and chewing gum rose to
$21-5 millions, representing an increase of 189, during the year. Excise tax
revenues from automobiles, rubber tires and tubes totalled $37-4 millions for
1948-49, this increase of approximately.17%, over 1947-48 revenues being attri-
butable partly to the high rates of temporary taxes which were in effect until
Ju113;_1‘1948,\ and partly to the increased production and higher prices of auto-
mobiles. .- oL W , Lo

—

- Despite these increases, however, the over-all revenue from excise taxes was
slightly lower in 1948-49 than in the preceding year because a number of: previ-
ously important taxes no longer apply. The excise taxes on amusements, pari-
mutuel bets, places of entertainment, and the special tax on importations, for
example, were repealed in May, 1948 and yielded only small amounts of revenue
during the current year. Moreover, excise taxes on' gasoline and sugar, and the
sales tax on gas and electricity, although they were repealed in 1947, yielded
considerable amounts of revenue in 1947-48. Nothing, however, was received
from these sources in 1948-49. ' - o A -

To some extent the revenue from excise taxes for the year reflects the
temporary tax levies or temporary tax increases which were imposed in Novem-
ber 1947 in connection with the exchange conservation program. These tem-
porary levies or increases were all removed over a period of nine months following
i}ézt date, with the last and most important group being removed on July 31,

Some ‘of the tax sources which showed an increase in revenue during the

year (together with the amount of increase in ‘each case) are as follows:

Dstimated -
Tricrease over
. 1947-48
" Cigars, cigarettes and t0baceo.......ceviveruereriianain i idn v 8 7,994,000
Automobiles, rubber tires and tubes........... reeneestesenesitatsreerrres 5,491,000 .
Beverages........... PP rmantesensantannn e trreeeareinaaanns 4,033,000
" Candy and chewing gumie. . 1. iuershurreereiveeereiiinternnsenns 3,261,000
Tlectric and gas appliances.,.......... A . 1,066, 000
Transportation and communications......... . rvereenas 1,049,000

Some of the sources which showed a decrease in revenue during the year
(together with the amount of decrease in each case) are as follows:

Istimated
’ Decrease from
1947-48 -
ATUSEIMENEI. 111t iiii i e $ 12,789,000
11221} U Crrreerires Crrrerreseans Ceerareanes . 10,572,000
Pari-mutuel beots..:.. e irestesiararaees M erireeravens 2,519,000
Gasoline. . ...cvveiiririerinnines berestesrscercnanssen 2,208,000
Phonographs, radios and tubes. .. evvveeeieririarann. 1,935,000
Special tax on'importations. ...... ereans Ceereraens 1,833,000

Stamps, including payment of taxes on jewollery',' ohmaware, ‘eabarot .
attendance, 0tC.. .. iiiieiiiiaiiniiiias 1,750, 000
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Also included in the general category of non-tax revenues are post office
receipts, which are estimated at $79-8 millions for 1948-49 as compared with a
total of $77-8 millions during 1947-48. It may be of interest to note that the
total costs of operating the Post Office Department during the year are estimated
at $78-0 millions, so that receipts on this account exceeded costs by approxi-
mately $1-8 millions. In making this comparison, however, it should be borne
in mind that the total shown for Post Office receipts does not reflect the value of
services rendered free of charge to other departments. . Similarly the total shown
for operating expenses does not reflect any charges for premises owned by the
Government and occupied by the Post Office Department.

Other non-tax revenues of $24-3 millions represent receipts derived from
the following sources: services and service fees, $8- 6 millions; privileges, licences,
and permits, $6-0 millions; bullion and coinage, $3+3 millions; proceeds from
sales of publications, experimental farm produce, etc., $2-4 millions; refunds
of expenditures, $1-9 millions; and miscellaneous non-tax receipts, $2- 1 millions.

(7) SpeciaL Recripts AND CREDITS

The total of special receipts and credits for the fiscal year 1948-49 is esti-
mated at $116-5 millions, as compared with total receipts of $241-9 millions for
the preceding year. Receipts on war, demobilization and reconversion account
again constituted by far the largest source of special revenues. The total of
such receipts during the fiscal year 1948-49 was $113-8 millions, consisting of
$80-8 millions from refunds of previous years’ war, demobilization and recon-
version expenditures; $24 4 millions from the sale of surplus war assets, and $8-6
millions from miscellaneous war, demobilization and reconversion revenues.

.The largest item in this total, namely the $80-8 millions received by way of

refunds of previous years’ war, demobilization and reconversion expenditures
may be further analysed as follows: o

Refunds in connection with cost audits and re-negotiation of contracts...... 8 58:0 millions
Reimbursement . for inspection costs in connection with certain procure-
ments made through War Supplies Limited. .. ..oo.vevininrniennnnns 110 “

Refund by the Government of the United States of advances made by
Canada in exeess of amounts required to cover the cost of supplies and
services furnished under lend lease and related programs (including the .
. CANDAY PIOZIRAII) . 1 ettt s e ee et vs et aanessrtrntnesnenssssensessoncens 3.7 o«
Amount received from Central Mortgage and Housing Corporation repre-
esenting proceeds from the.sale of certain of the properties and assets
transferred to that Corporation by Wartime Housing Limited......... 3.3 «
Miscellaneous refunds. .o vueevverieeeeeaniersinniiecneronnnens SN e 480

5_80~ 8 m_illions

The amount of $24 -4 millions realized from the disposal of surplus war assets
does not include the residual cash balances or value of accounts receivable carried
by War Assets Corporation as at March 31, 1949.

. Miscellaneous war, demobilization and reconversion revenues totalling
. $8:6 millions include the sum of $5-0 millions derived from the operation of
Park Steamships Limited, and the sum of $1-4 millions representing the Govern-
ment’s share of profits arising out of the wartime operations of Sorel Industries
Limited. , o : . S
Apart from war, demobilization and reconversion revenues, the only other
important item included in special receipts and credits during the last fiscal
year was a credit of $2-5 millions arising from the transfer to “Active Assets” of
certain advances made in prior years in connection with the Snare River Power
project, and previously classified as “Expenditure’’. o '

_ ’ P
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5. ANALYSIS OF EXPENDITURES

.The table which follows presents a summary of, expenditui'es, by major
classifications, for the year 1948-49, together with correspondmg figures for the’

prevxous fiscal yeaxr.

SUMMARY OF EXPENDITURES, BY MAJOR CLASSIFICATIONS, FOR THE YEARS
ENDED MARCH 31, 1949 AND MARCH 31, 1048

(In millions of dollars)

Fiscal Year Ended March 31

Increase
1049
- : 1948 or
Estimated Deorease (—)
Amount Per cent Amount Per cent
Ordinary Expenditure

Public Debt Charges-—

Interest on Public Debt........... 4637 21-1 455-5 20-7 8.2

Other Debt Charges...... vererans 99 0-5 1.2 0-5 -1.3

473-6 21:6 466-7 212 6-9

Subéidiés, and Compensation to Prov-

inces under Tax Agreements....... 101-5 4.6 155-9 71 —54.4
Tamily Allowances..........oveunnnne 2710 12-4 263-2 12-0 7.8
Old Age Pensions and Pensions to

Blind Persons......ovvvvvenesrnsens 67-0 58-1 2:6 8.9
Unemployment Insurance ‘Act—Ad- .

ministration and Government' '

Contribution..........evvviienn 39-2 1-8 35-1 1-6 4.1
Department of National Revenue..... 51-3 2.3 37:3 1-7 14:0
Post Office Department,..... vevssanes 78-0 3.6 67-9 31 10-1
Agriculbure. . .....coovviiiiiineneienen 20-7 0-9 16-3 0-7 4.4
Mines and Resources........oevvue. 49-3 22 23:6 1-1 257
Public Works.......covvvvirnrniernnes 51-7 2-3 35:6 1:6 16-1
Trade and COmmeree. ....oeevsevnnss 28-1 1-3 10-8 0-5 17-3
Transport......oe.o.. Creeerereneneees 43-4 2:0 30-1 1-4 133
Veterans Affairs............. N 183:6 8-4 97-3 4.5 862
Other Departments........ 1250 5.7 82:1 3.7 429

Total Ordinary Expenditure......|  1,683-3 72-2  1,380-0 62-8' 203-3
Capital Expenditure. ........ T 195 09 15-7 0.7 |- 38 .

Demoblhzatxon and Reconversion .
- IExpenditure.

National Defence—(Army,- Navy and )

Alr Services)....o.vieseens Cereeed 2485 11-3 195.4 8-9 53+1
Reconstruction and Supply ves 1.5 0-1 62-3 2-8 —060-8
~ Veterans Affairs.........o.vus avieans 88-8 4.0 2387-4 10-8 ~148-6 .

Costs of administering the Wartlme

Prices and Trade Board including

costs of subsidies, and costs of

" drawback claims 0 millers. ...... 35-8 1.6 57.0 2:6 —21.2
Agriculture..........eo0uvn 25:0 1.2 33-2 1-5 —8:2
Trade and Commeree. . ..... - 18-7 0-9 0-1 0-0 18:6
Other Departments.............e0uues 16-1 0-7 49.0 23 —32-9
Total Demobilizationand Reconversion ‘ Co S

Expenditure. ....ooovveeveensnss 434-4 19-8 634-4 28-9 —200-0
Speeial Dxpendlture Cereeeraieans v’ 344 1:6 631 2:9 —28:7
Government Owned Entetprlses. veeres 39.7 1-8 187 0-9 o 21.0
Other Charges......ovovieinivrnrneens 81-9 1 3.7 83-7 3-8 . —1-8
Grand Total Expenditdre............. 2,193-2 1100-0 2,196-6 100:0 " 244,
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MAIN CLASSES OF BUDGETARY EXPENDITURE
MILLIONS OF DOLLARS : . - "MILLIONS OF DOLLARS
00 FISCAL YEARS ENDING_MARCH 31 . 6000

7 WAR DEMOBILIZATION AND 7
(/ RECONVERSION EXPENDITURE W% o 5000
. £

0l OTHER EXPENDITURE ¥
2§ ORDINARY EXPENDITURE

5000

v,

400 4000

3000—— ' 13000

200 % 24242000

33

o L & XX NS EARIRAARAS
ISR
,,,,, %e! R eterete AR RRRARRARRICX
1939 1940 {941 1942 1943 ie44 1945 1946 . 1947 ‘1948 . 1949

*Other expenditure ineludes eapital and special expenditures, deficits of government owned enterprises
and other charges. : : ’ :

(1) OrpINARY EXPENDITURES
(a) DeBT CHARGES

Interest on public debt again constituted the largest single item of govern-
mental expenditure, with the 1948-49. total ‘estimated at $463-7 millions or
21-19, of total expenditure for the year. The increase of $8-2 millions in this
item over the 1947-48 total is. attributable to the payment during 1948-49 of
several vears’ accumulated interest on the 1943 and 1944 refundable- portion of
personal ingome taxes. The refundable portion for both these years is being
repaid in March, 1949 and the total interest accrued thereon amounts:to no
less than $19-1 millions, This compares with a total interest charge of only
$5-3 millions.in the 1947-48 year, when the 1942 refundable portion was repaid.

If interest paymients on the refundable portion are separated from both
years’ totals.it will be seen that the aggregate of all other interest charges for
the year 1948-49 was reduced $5-6 millions below the corresponding total for
the previous year. o

Of total 1948-49 interest charges of $463-7 millions, the sum of $438.2
millions represents interest paid on the government’s outstanding funded debt,
while the balance of $25-5 millions represents interest paid or credited to various
annuity, superannuation, pension and trust funds. . , - .

. The addition of annual- amortization charges in connection with loan
discounts and commissions, plus the costs of new loan flotations (not amortized),
and ‘eertain miscellanedus serviee charges, brings the total of all public debt
charges for the year to $473-6 millions.

l000}——— v Z et 1000
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Details of payments, by provinces, for the current year are as follows:

Compensa-
tion under
the
S ]lgominionl-

- Statutory rovineia
Subsidies | Tax Rental Total
Agree-
ments
Act,
1947

(millions) | (millions) | (millions)

NOVA SC0tIa. e .t ettt iriee it eeeitennensanersnaeaeesseranesunnss s 2.0 S 10-7 s 127
Prince BEdward Island......ocviviiiieineniiirinanirenerenanans 0.7 1-8 25
New Brunswick. ..o iniiiieiiinniiiiersiiiineserenssasinises 1-6 85 10-1
L1202 2:0 Lo, 2-9
L8 L7 o 1o P 32 [eiiiininns 3:2
D57 70 o 1.7 13-4 15-1
Saskatchewan.....ovvviiiiiiiiiiiiiiiiiiiiiiiiiiiieiiiiiin, e 2.0 14-1 16-1
S 7 2:0 14:0 16-0
British Columbit..ovviiiiiieiriinesrniieneenssisiersinsrseees 1-0 21-9 22.9

171 84-4 101-5

(¢) FaMiLY ArLLowaNces, OLp AGE PENSIONS, AND PENSIONS
T0 BLIND PERrsons

Total expenditures in connection with family allowances for the year
1948-49 are estimated at $271 millions, representing an increase of approxi-
mately $7-8 millions over the total for the previous year. In addition, payments
for old age pensions and pensions to blind persons are expected to total $67
millions, an increase of approximately $8-9 millions over the 1947-48 total.

The estimated distribution of these payments, by provinces, is as follows:

01d Age
Pensions
e TFamily and
Allowances | Pensions
to Blind
Personis

(millions) { (millions)’

w
B bt
SRR DT O

w

b e bt 0O OO ek et

New Brunswick....
Quebeo... ..

Ontario........
Manitoba. .......

- Alberta............

MOWWOWNOS®

l:‘ LWL OLOLIDD
{—1 DTN O WML D

I
-3
[~]
3
=)
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(d) DEpPARTMENT OF NATIONAL REVENUE

_The increase of $14-0 millions in the expenditures of this department is
attributable largely to a general expansion of the Income Tax Division, as well
as to increases in personnel costs in all sections of the department.
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" (e) MinES AND REéOUchs '

The mc;lease of app10x1mately $25°7 millions in the expendltures of this
departmént-is due chiefly to subsidy payments to gold mines under'the new
Emergency Gold Mining Assistance Act, together with some fairly substantlal
increases in expenditure in connection with. National Parks, Immigration Services,
and the Indian Affairs Branch. It is estimated that the total of subsidy payments
to gold mines during the government’s current fiscal year will aggregate approxi-
mately $10 millions.

( f ) PusrLic Works

Expenditures on ‘public works are approximately - $16 1 m1lhons higher
than the total for:the previous year, reflecting a géneral increase 'in the costs
of operation, maintenance and repairs in the case of public works and buildings,
and an increase-in, the costs of dredging, improvements, etc., in the case of
harbours and rivers. =~ The total of this department’s expendltures would
probably have been much greater had it not been for the policy of deliberately

'deferrmg, wherever.: poss1ble all -expenditures on. new constructlon and new

eqtupment i

. (g) TRANSPORT

- The incréase of $13 -3 millions in the expend1tures of this department reflects

' a general increase in"thé costs of various departmental services. Air Services

showed the greatest increase, with expenditures a,gglegatmg $18-4 millions in

:194;8 -49 as compared- w1th a total of $10-4 mllhons in the plevmus year,

e . . T

(k) TRADE AND COMMERCE

Although the total ‘ordinary expenditures of thls department show "an
increase from $10-8 mﬂhons in 1947-48 to $28- 1'mjllions in-1948-49, the greater
part of this increase is due to the transfer to this depaltment dunng 1948-49
of many of the services or functions which’ previously. came under the Depart- -
ment 6f Reconstriction and Supply. Included in. this transfer, for example were

-the Cha,]k River, Pr()]ect and .the Natlonal Research Couneil. .

T B

(7, ) VBTDRANS AI‘I‘AIRS -

The ordmary expendltures of thls depa,rtment are estlmated at $183:5
millions for -the -current year; an increase of $86-2 ‘millions’ over the' 1947-48
total of $97-3 millions. However, the greater part of this increase is.due to a
change in. method of classifying expenditure.. Owing to, their continuing nature
all costs relating to pensions and treatment of World- War IT veterans are now
classed as “Or dlnary Expenditure” wheréas in previous years they were included
under the headlng of “Demoblhzatlon a,nd Reconversmn Expendltule '

To sa,tlsfactouly compare expendltules on. Veterans aﬁfalrs as betwedn the

two years it.is necessary to add together the Depal trhent’s “Oldmary expendi-

tures and 'its “Demobilization and Reconversion’ expenditures; ‘and' consider
the combined total. “ As shown below the 1948- 49 total of “Demobilization and
Reconversion” expenditures for. this départment is estimated at $88-8 millions,
as compared with a.total of $237-4 millions for the preceding year., When these
amounts are added to the totals of “Ordinary Expendlture’ ’ shown above it will
be seen that the aggregate of all expenditures on veterans affairs dechned from
& total of $334.7 millions in 1947-48 to a total of $272.3 mllhons in 194 —49 :
i.e. an over-all decrease of $62.4 millions.
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(2) Caritar EXPENDITURES

Expendltules chalged to caplta.l are estimated at $19-5 mllhons for the
year as compared with a total of $15-7 millions in 1947-48. The principal items
in this category are the costs of constructing and improving civil airways and
airports, the costs of dredging the St. Lawrence ship channel, and capital ex-
penditures in connection with the Prince Edward Island car ferry and terminals.

(3) DEMOBILIZATION AND RECONVERSION EXPENDITURBS

Despite a large increase in the expenditures of the Department of National
Defence (which are estimated at $248-5 millions in 1948-49 as compared with a
total of $195-4 millions for the previous year) the total of demobilization and
reconversion expenditures decreased from $634-4 millions in 1947-48 to $434-4
millions in 1948-49.

The greater part of this decrease occurred in the Veterans Affairs Depart-
ment, whose total demobilization and reconversion expenditure for 1948-49
is estimated at $88-8 millions as against a total of $237-4 millions for the pre-
ceding year. Part of this large decrease is due, of course, to the fact that costs
of pensions, and treatment in connection with World War II veterans are, as
already mentioned, included under “Ordinary Expenditure”, whereas in previous
years they were classified as “Demobilization and Reconversion Expenditure”.
In addition, however, some very substantial reductions did occur in such items
as post-discharge rehabilitation benefits ($47-5 millions in 1948-49 as against
$78-3 millions in 1947-48), and in war service gratuities and re-establishment

credits ($36-2 millions in 1948-49 as against $84-2 millions in 1947-48.)

The total costs 1nv01Ved in administering the Wartime Prices and Trade

Board (including costs of subsidies, and payments of drawback claims to miller s)

dechned from $57-1 millions in 1947-48 to 3335 8 millions for the current year.

A substantial reduction is also reflected in the expenditures of the Depart-
ment of Reconstruction and Supply (which show a total of only $1-5 millions in
1948-49 as compared with $62-3 millions for the previous year). Part of this re-
duction is attributable to a change in the method of recording federal government
outlays in connection with housing. Prior to June 30, 1948, construction work
on federal housing projects was carried on through the medium of Wartime
Housing Limited, and all outlays in this connection were treated as “Expendi-
ture” in the government’s accounts. As the various projects were brought to
completion, the management and control of the houses was transferred to Central
Mortgage and Housing Corporation. On June 30, 1948, in accordance with the
1948 amendments to the National Housing Act, the latter corporation became
responsible for all future housing construction as well, and the activities of
Wartime Housing Limited were thereupon brought to an end. The 1948 amend-
ments to the National Housing Act also provided that all moneys turned over to
Central Mortgage and Housing Corporation for housing purposes were to be
treated as advances on the government’s books.

e —
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As a result of this change in procedure there is nothing in the 1948-49
expenditures of the Department -of Reconstruction and Supply which cor-
responds with the total - of $36-5 millions (for Wmtlme Housmg L1m1ted)
included in the Department’s 1947-48 expenditures. Although amounts. totalling

‘approximately $63 millions were turned over to Central Mortgage and Housing

Corporation during 1948-49 for construction purposes, these are recorded as
advances in the’ government S books and are not. mcluded W1th the years
expend1tules : :

ANALYSIS OF WAR : '
DEMOBILIZATION AND RECONVERSION EXPENDITURE

MILLIONS OF DOLLARS MILLIONS OF DOLLARS
5000 FISCAL YEARS ENDING MARCH o R ] 5000
» OTHER WAR DEMOBILIZATION:
/ AND RECONVERSION EXPENDITURE
] -
4000 [XXINATIONAL DEFENCE 40
T VETERANS AFFAIRS 00
{MuTUAL AID ETC,
o MUNITIONS ‘AND SUPPLY
" ) WARTIME  PRICES . o
il AND_TRADE_BOARD
3000 3000
2000 — —12000
1000 1000
1940 . ~ 1941 1942 . 1943 944 1945’ 1946 1947 & 1948 949

*The amounts shown for the Wartlme Prlces and Tr ade Board include admmlsbratlve cosbs, subsldles
due to apphcatlon of price ceilings, and payments of dra,wback clalms to mlllers

Part of the reduction in the expenditures of this departmentis also attribu-
table to the fact that certain functions or services previously performed by the
Department of Reconstruction and Supply were transferred during the year to
the Department of Trade and Commerce. Expenditures in connection with the

administration, reconversion and operation of Crown companies and/or plants,
together with productlon and transportation subsidies for Canadian steel

. producers, and costs of research and development of jet engines and aircraft,

which were shown under the Department of Reconstruction and Supply in
1947-48, are included this year in the expenditures of the Department of Trade
and Commerce.
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(4) SPECIAL EXPENDITURES

Special expenditures are estimated at $34 -4 millions for the year, a decrease
of approximately $28-7 millions below the 1947-48 total. . The larger items making
up the 1948-49 total are as follows: deficit of the Prairie Farm Emergency Fund,
$8-9 millions; expenditures under the Prairie Farm -Rehabilitation Act, $2-9
millions; expenditures relating to the St. Mary River Dam project $1-6

" millions; deficit of the Canadian Wheat Board on flaxseed account for the crop
year 1947-48, $4-5 millions; the grant to British Columbis for emergency relief
and rehabilitation in connection with the Fraser Valley flood disaster, $5 millions;
and Canada’s share of the cost of repairing and reconstructing dykes in the
Fraser Valley, $4-5 millions. e

(6) GoverNMENT OWNED' ENTERPRISES

Expenditures under this heading comprise the operating deficits of, and non-
active loans; to, wholly owned governmental enterprises established before the
war.

The increase of $21 millions during the year in this category.of expenditure

was due largely to an increase of $17-6 millions in the deficit of the Canadian
National Railways (which totalled $33-5 millions for the calendar year 1948 as
compared with a total of $15-9 millions for the year 1947). In calculating its
over-all deficit for the year the C.N.R. includes all interest charges paid on
governmental advances. It should perhaps be noted, therefore, that although
the government’s 1948-49 expenditures reflect the absorption by the government
of the C.N.R.’s total 1948 deficit of $33-5 millions, Iederal revenues include
(under the classification “Return on Investments”) an amount of $21-2 millions
received from the railway company by way of interest on advances.

‘Also included under the general classification of expenditures in connection
with Government Owned Enterprises are the 1948 operating deficit of Trans-
Canada Air’' Lines ($2-9 millions), the 1948 operating deficit of the Prince
Edward Island Car Ferry ($1-2 millions), and losses of, and non-active loans to,
the National Harbours Board ($2-0 millions). :

(6) OraEr CHARGES, INCLUDING THE WRITE DOWN OF ASSETS

Total expenditures for the year in this category are estimated at $81-9
millions, as compared with a total of $83-7 millions for 1947-48. The largest
item in both years’ totals is an amount of $75 millions transferred to the general
reserve to meet possible losses on ultimate vealization of active assets. “This
reserve was first established in 1940-41, and $25 millions was set aside annually
from that time up to and including the fiscal year 1946-47. In:1947-48, and again
this year, the annual provision was increased to $75 millions—a larger provision
being deemed advisable in order to offset the charges that have been made to the
reserve during recent years, and also in order to bring the reserve to a level more
in keeping with the magnitude of tlie government’s active assets and the pro-
portion thereof represented by loans to overseas countries.

Also included under the classification “Other Charges”’, are the annual
write-off of Veterans” Land Act Loans ($1-2 millions) and the reserve provisions
for conditional benefits under the Veterans’ Land Act ($5-7 millions).

6. ESTIMATED BALANCE SI-IEET POSITION AT MARCH 31, 1949

The following table presents, in summary form, the Government’s estimated
balance sheet position as at March 31, 1949, together with comparable figures as
at Mavrch 31, 1948, S ’
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SUMMARY OF THE GOVLRNVIDNT S BALANCE SHEET POSITION
AS AT'MARCH 31, 1040 AND MARCH 31, 1948 |

(In millions of dollars) -

Tiscal Yeur Ended -
March 31 Increase
‘ 949 ‘ D s =)
. 1 ecrease (—
(Bstimated)| 1943 -
$ . $ - $
LIABILITIES
Tloating Debb.........e.ve.nss e PR 459-0 458-6 0-4
Deposit and Trust Aceounts......ovuvverinineoriireeieiennnnses 110-6 | - 115-7 -—5-1
- Annuity, Pension, Insurance and Guaranty Accounts............ 704-1 610-7 93-4
Deferred Credits.. ... .e.ernereiinnieisnaesresissnrsnssnnins 3.0 4.0 —1.0
Sundry Suspense ACCOUNTS.....vevvrrereerreeseruensersoesonss . 60-2 31-4 28-8
Provinece Debt Accounts. .....oovivineiinioreeerirvninrniennss 119 11-9
Reserve for econditional beneﬁts—Vetemns Land Act............ . 13-3 ] 5.7
Tunded Debb. .. ueeuruereessiiireieenmireenseeensroineseenss 15,585-0 15,9574 —372-4
TotalLiabilities....,....,................,..'..’...'.‘. . 16,947:1 |  17,107-3 —250-2 .
. AcTIvE Asmrs

Cash.............. et e 79-2 38-0 34-2
Departmental Working Capltal Advances. 11-0 11.7 —0-7
Loangand Advances. .. 4,273-7 3,676-7 597-0
Investments.......... 951-5 1,175 2 — 2237

Provinee Debt Accoun 23 2:3 ’
Deferred Charges....... o 857 727 — 70
Sundry Suspense Account: : coersans 20-0 2040 -
Total Active Assets................... e 5,306:4 |  4,906:0 399-8

Less reserve for p0551ble losscs on ultlmate realization of ’ L
ACHIVe ASSeES. .ttt e —245:9 | © =170-9 75-0 -

- Net Active AssetS. ..oovvveriiniersis R S 5,150:5 | . 4-825-7 | - 324-8
Net Debt (Excess of Liabilities over Net Active Assefs)........ 11,796-6 | - 12,371-6-| 5750

Itis estlmated that the aggregate liabilities of the Government at Ma1 ch 31
1949 will amount to approximately $16, 947 millions, a reduction of $250 millions
from the total at the end of the previous year. Outstanding funded debt
(which includes bonds, treasury bills, deposit certificates, and the estimated
refundable portion of excess profits taxes) accounts for $15,585 millions, or
approximately 92 per cent of the over-all total. A complete statement of the

‘Government’s’ unmatured funded debt at March 31, 1949, giving details of

interest rates, dates of maturity, annual interest charges and principal amounts
for each individual loan, may ‘be found in tabular form at the back of thn:
appendix. :

The other punmpal items on the hablhty side of the balance sheet are as
follows: floating debt, (which consists of outstanding cheques and interest,
matured funded debt, ‘and similar demand 11ab111t1es) $459 millions; deposit and
trust funds (which comprise sundry funds deposited with the Receiver General
or held in trust for various purposes), $110-6 millions; annuity, pension, insur-
ance and guaranty accounts, $704-1 millions; deferred credits (balances whose
ultimate accounting treatment is known, but "which are held until certain con-

ditions are met), $3 millions; sundry suspense accounts (where some uncertainty.’

as to dlsposmon exists), .“1560 2 millions; province debt accounts (settlements
arising from agreements at the time of Confederatlon) $11-9 millions; and re-
serve for conditional benefits under the Veterans’ Land Act,. $13-3 millions.

~ Offsetting these liabilities (and in a measure explaining their existence,
because a substantial portion of the total debt is attributable to the loans,
advances, and investments which form a large part of the assets) are the Govern--
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ment’s Active Assets. Iissentially these consist of assets which yield iuterest,
profits or dividends, together thh very thud assets such as cash and depmt-
mental worklng funds.

It is estimated (although some of the 1tems are very difficult to forecast)
that the totals of the principal asset classifications at March 31, 1949, will be
approximately as follows: cash, $72-2 millions; departmental wo1k1110 capital
advances, $11 m11hons, recoverable loans and advances, $4,273-7 rmlhons,
investments, $951-5 millions; provinee debt accounts, $2-3 nnlhons deferred
charges (the cost of loan flotations in process of being amortized over the life of
the loans), $65-7 millions; and sundry suspense accounts, $20 millions.

The reserve for possible losses on ultimate realization of active assets,
which now stands on the books at $245:9 millions, is shown on the balance sheet
as a deduction from total Active Assets. :

7. INDIRECT OR CONTINGENT LIABILITIES

It should be noted that the balance sheet as summarized above does not
reflect any of the government’s indirect or contingent liabilities. Included
under this heading, for example, are the government’s guarantees of certain
securities issued by various government owned enterprises such as the Canadian
National Railways, the Canadian National (West Indies) Steamships Limited,
and various Harbours Commissions; the guarantee of deposits- maintained by
the chartered banks in the Bank of Canadm; guarantees of certain loans made by
chartered banks to veterans or farmers for certain authorized purposes; guar-
antees under The Lxport Credits Insurance Act; and certain commitments under
housing legislation.

.The following table gives details of the bonds and debenture stocks guar-
anteed by the government, and also indicates the nature and approximate extent
of the government’s other guarantees and contingent liabilities:

" .DETAILS OTF BONDS AND DEBENTURE STOCKS GUARANTEED BY THE
GOVERNMENT AS AT MARCH 31, 1949

. Co ) stimated
Date of o Interest |
Maturity : Issue Rate Of;%;;?gxlll(lllitng
% 3
Sept. 1, "1951. . |Canadian National........ooviiviiviiieiiiiiiiniii it 23 48,022,000
Aug. 1, 1952, .[Saint John Harbour Commissioners. . ... : 667, 953
July 10, 1953..|Canadian Nor them 1,162,768
Teb, 1, 1954.. Canadian National 50,000,000
Mar. 1, 1955..[Canadian National (Wcst Indles) Steamships L 9,400,000
June 15, 1955..|Canadian National,.... i o v vriiiii i innirnneens 3 48,496, 000
Feb. 1, 1956..|Canadian National. ... .voiitiviiiieneeennnns 1 67,368,000
July 1, 1957, . 1Canadian National.......ccoiviiiiiiiininrinns 4 - 64, 136,000
July 20, 1958..[Canadian Northern.......coooviviiirennnnnn.n. i1 5,636,507
Jan. 15, 1959, .|Canadian National.......... ..o iiiiiiiiinnn.. 35,000,000
May 4, 1960, .|Canadian Northern Alberta.......cooovvnininen. 550,727

i

May 19, 1961..|Canadian Northern Ontario........ ..., ..
Jan. 1, 1962..}Grand Trunk Pacific........coovivviniinenennn.

3,597,518

QT QD G HRe 00 G0 G0 00 D #E i 1R T UG Qo i

Jan. 1, 1962..|Grand Trunk Pacific................. e 7,999,074

Jan., 3, 1966..|Canadion National.........ooviiiiiiineneenninen.. 35,000, 000

Jan. 2, 1967..[Canadian National.......co.viuinieiinreneanenns ty 50, 000,000

QOct. 1, 1969, .{Canadian National................c.oouuss NN 57,728,500

Nov. 1, 1969..[Harbour Commissioners of Montreal. ... .. .0 19, 000, 000

Teb., 1, 1970..|Canadian National. ... ..orntiin e i ieieriernnrnnns : 17,338,000
Various dates

1949-54. ...... City of Saint John Debentures assumned by Saint John Harbour :

ComMMISSIONEIS. v .\ ittt iritveee it it eieananeennnns Various 88,329

Per petml Grand Trunk Debenture Stock..........covvvvnunnn. . 5 1,016,092

... .|Great Western Debenture Stock..... F N 5 499, 709

“ Grand Trunk Debenture Stock.......vovinvvn.n. cees cen 4 - 5,446,783

“« Northern Railway of Canada Debenture Stock,.......oouv... 4 22,091

554, 641, 681

26,465, 130.
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DETAILS OoF OTHER OUTSTANDING GUARANTDDS AND CONTINGDNT LIABILITIDS

71944 (Jan. 31, 1949)

Deposits maintainéd by the chartered banks in the Banl of Canada (Feb."

* Bank advances, re Province of Manitaba Savings Office (Feb. 38, ib&éi .
. Provinee of Manitoba Treasury Bill (Feb. 28;.1949)..........covvivannins
Loans made by chartered banks under the Tarm Improvement Loans Act,
‘Loans made by chartered banks under the 'ifété'réh's' ""Business and
-Professional Loans Act (Dec. 31,71948). . ... 0iueeiiiinenrienninnnns
‘Guaranteed Bank Loans—Acadia Coal Company (I‘eb 28,1949)..........
Gua;gzt;ees under Part IT of The Export Credlts Tnsurance Act (Feb. 28,
Loans méc'lé' by ‘approved lending iﬁs’é&h’tiéﬁé}iﬁa’e}' i‘}}é'ﬁéiﬁé'ﬁr{;’,r’éx};

‘mént Loans Guarantee Act, 1937 (Dec 81, 1948). vt e ‘

. Loans made by approved lendmg institutions under The Home Extension
Plan (Dec. 31, 1948) v vt vt i etnaaieerieserrionesaeienns
Loans made by appxoved lendmg institutions under Part IV of the Natmnal

*. Housing Act,.1944, for home extehsions (Dec: 81; 1948)..
Loans made by appxoved lending institutions under Domxmon ana N atmnal
HoUSINE ACHS, . cv it et ettt ettt eeeeteeteeseeestartensrassonnenansan
~Gua1antecs of land assembly projects under Natloml Housmg Act........

5 530, 960, 371

4,040,078
3, 300, 000

6,229 154

- 1, 686, 223
. 584 000

11 610,917
26,138
612
5,704 s

Indéfcerminaite

6,

It will be noted that the total of guaranteed bonds and debentures out-
standing at March 31, 1949, is estimated at $554- 6 millions, an increase of approxi-
mately $32.7 millions over the amount outstanding at March 31, 1948, 'This
increase resulted from the issue by the Canadian National Railways of $35

‘millions in 39, bonds dated January 3, 1949, and maturing January 3; 1966, and

the redempmon on April 1, 1948, of New Westminster Harbour Commissioners’
207, bonds in the amount of §- 7 millions, together W1th celta.m other smaller

'37° 38 39040 41 42 U3 44 45 48

redempmons. .
' UNMATURED FUNDED DEBT o
MILLIONS o, DOLLARS .\ MILLIONS OF DOLLARS
18000 < AS AT MARCH 3| 18000 -
1600 16000
14000 £8g pavasLE N LONDON - 114000
o PAYABLE IN NEW. YORK .
12000|—— BB} PAYABLE IN' CANADA 112000
1000 10000
800 8000
600 6000
4000 . - 4000
200 ’ 2000
1930 ‘31 ‘32 33 '34 '35 -'36 0.

47 48 49
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8. ANALYSIS OF CHANGES IN PRINCIPAL LIABILITY
CLASSIFICATIONS DURING THE YEAR

The most significant change on the liability side of the balance sheet dunng
the year was the substantial reduction which took place in the government’s
" outstanding funded debt. Total funded debt decreased from $15,957 -4 millions
at March 31, 1948, to an estimated total of $15,585 -0 millions at March 31, 1949
—representing an over-all net reduction of $372-4 millions. Details of the various
loan redemptions and new borrowings which resulted in this net decrease are set
out more fully in section 10 of this Part.

The only other important changes on the liability side of the balance sheet
~ were the following: annuity, pension, insurance and guaranty accounts showed
an increase of $93-4 millions during the year, largely as a result of an increase

of $66 millions in government annultles and an increase of $14-3 millions in

the permanent services pension fund; sundry suspense accounts showed an
increase of $28-8 millions during the yezu attributable Ia,lgely to collections of
provincial taxes on corporation incomes.

9. ANALYSIS O CHANGES IN PRINCIPAL ASSET CLASSIFICATIONS
' DURING THE YEAR

. (a) Caances 1N LOANS AND ADVANCES

The total of recoverable loans and advances increased from $3, 676 7
millions at March 31, 1948, to an estimated total of $4,273 .7 millions at Mazrch
31, 1949—1‘epresenting an over-all net increase of $597 millions during the year.
The following table summarizes the changes in outstanding loans and advances
during the year by principal classifications:

DETAILS OI' ACTIVE LOANS AND ADVANCES
(In millions of dollars)

Balance at March 31 Increase
or
1949 Decrease
(Estimated)] 1948 )
] -8 $ $
Loans to Canadian National Railways...oov.vvveireinrerennnns .. 7648 ©760-7 4-1
Advances to the Foreign Exchange Control Boaxd. ... . 1,100:0 650-0 4500
Loans and Advances to Sundry Government Agencies . 380:9 3047 762
Loans to Provincial and Municipal Governments........covvuvvnnen 102-5 107-8 —53
Loans to the United Kingdom and Other Governments........... 1,918-8 1,846-0 72:8
Miscellancous Loans and Advances. ....vveevnevninreiinennenenas 6.7 75 —0-8
4,273.7 3,676:7 597-0

It can be seen that the substantial advances which the Government was
making to the Foreign Exchange Control Board during this period constituted
the principal reason for the large net increase in the “Loans and Advances”
classification. These advances represent amounts transferred to the Board to
enable it to finance the purchase of gold and foreign exchange. The addition of
$450 millions during the year in the total of these advances is indicative of the
satisfactory manner in which Canada’s exchange reserves were iner easmg during
this period.

The amounts shown as loans to the Canadian National Railways represent
advances by the Government to the C.N.R. for capital expenditures (including
purchase of railway equipment), for debt retirement, and for the tempomly
financing of current operations.

.

\
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The balances shown as loans and advances to sundry government agencies .
represent amounts transferred to various government agencies of an independent
or quasi-independent nature for working capital, constiuction, and other pur-
poses.” The following table gives details of the principal agencies lncluded under
this classification:

DETAILS OF LOANS AND ADVANCES TO SUNDRY GOVERNMENT AGENCIES
(In millions of dollars)

. Balance at March 31 Increase
—_— . or
' : 1949 | Decrease
(Tstimated) 1948 (=)
8 $ %
Advances under the Soldier Settlement and Veterans’ Land Act 166-2 145:5 207
National Harbours Board............oouuitviienininnnneiennn.. 85-3 85-1 0-2
Central Mortgage and Housing Corporation......o.vveeereeeenenn. 93-0 225 705
Commodity Prices Stabilization Corporation.......e.ovevnevnennn. 5.6 20-7 —~15-1
Sundry Products and Prices Support Accounts....o.veuvureenennas - 80 17-4 —9.4
Miscellaneous Crown Compames .................................. 22-8 13:5 9-3
380-9 304-7 76-2

Under the heading “Loans to Provincial and Municipal Governments’” are

"grouped loans to provinees made originally under Relief Acts and other legis-

lation, and loans to mummpahtles under the Municipal Implovements
Ass1stance Act.

The next category of loans, namely “Loans to the United ngdom and
Other Governments” consists of loans to the Government of the United Kingdom

.under the authority of The War Appropriation (United Kingdom Iinancing)

Act, 1942, and ‘The United: Kingdom Financial Agreement Act, 1946, loans to
other countries under Part II of The Export Credits Insurance Act, and mis-
cellaneous foreign loans. Details of the changes in each of these 1nd1v1dual

classifications are as follows:

DD’I‘AILS OI‘ LOANS TO TI-ID UNITI‘.D KINGDOM AND OTI—IL‘R GOVI}RNMI‘.NT‘S
" (In millions of dollars)

. Balance at March 31 Increase
fe— - or
1949 Decrease
|(Tstimated) '1‘94.8 (=)
$ $ s
Loans to the United Kingdom under The War Appropmatlon . : .

,(United Kingdom Financing) Act, 1942, . ........0vvrunennnnns 297.1| . 3315 =344
Loans to the United Kingdom under The United ngdom )

TMinancial Agreement Act, 1946, .. ..ovvvereeinennennns. 1,045-0 1,008:0 . 37-0
Advances under The Ixport Credlts Insurance Act, Part IT o b34B 466-3 . 682
Miscellaneous Advances.......... R P P P PP 42-2 402 2.0

‘ '1,918-8 1,846.0 <728

Tt is estimated that dulmg the year ending March 31, 1949 the United
Klngdom will have repaid $34-4 millions of the loan prevmusly granted under
the. provisions of The War Appropriation (United Kingdom Financing) Act,
1942, leaving a balance of $297-1 millions still outstanding on this account at
the end of the year. At the same time. additional advancés of $37 millions
were made to the United Kingdom Government as part of the $1,250 million
loan authorized by The United Kingdom Financial Agireement Act of 1946.
The total of amounts advanced under thls partlcula,r ag1eement now stands at
$1,045 millions. '
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Advances under Part II of The Export Credits Insurance Act represent.

loans to certain foreign countries to assist them in purchasing goods and services
in Canada. It is estimated that the total of outstanding advances under this
Act will amount to $534.5 millions at March 81, 1949, representing a net increase
of $68-2 millions over the balance outstanding at Marelt 31, 1948. The following
table summarizes the changes in these advances during the year according to
recipient governments:

ADVANCES TO FOREIGN GOVERNMENTS UNDER PART II OF THE BXPORT CREDITS
INSURANCE ACT

(In millions of dollars)

: syt Interest
Total Out- 'A‘;Sggﬁ?:tlgl Accrued Repay- ;‘t:;‘gxt;izllil]oguzs;;
- : standing at Advanced (Con- ments March 31
]\f[a{cg3 31, during sohda}ted ldlllix’én;% 1949
9 2 with 048- :
1948-49 Advances) (Estimated)
S S $ S $
Belgium. .ot ciiiiiii e 65:6 1-0 0.1 21 64-6
China........: 39-5 11-5 1.2 1.7 50-5
Czechoslovmkm, 15-2 1.2 0:31...... PP 16-7
Trance. ..oovvinn e eneinennninnes 206-3 35:9 8:9 84 2427
Netherlands. .. ooovvviiriiinennens 104-8 14.0 | 5.1 5-8 118-1
Netherlands Indies. ...oooovvnennn vee 11-6 34| - [ 1 2 IR 15-4
N O WY .t v teeetiivrerreierrannnarnnnen 20-4 B2 |evivins vini]eniiiniiiinans 23.6 -
Union of Soviet Socialist Republies. . .. 29 b 2.9
466-3 702, 16:0 18-0 5345

(b) CHANGES IN INVESTMENTS

The total of the government’s investments decreased from $1,175-2 millions

at March 81, 1948 to $951 -5 millions at March 31, 1949, representing an over-all
net reduction of $228.7 millions during the year. This decrease was due to the
reduction of $224-4 millions during the year in Securities Investment
Account. As previously mentioned, this account is the one used to record tem-
porary holdings by the orovernment of its own securities. Such securities may
be held either as temporary investments of surplus cash balances, or until the
securities themselves mature or are cancelled.

A summary of the prmmpal items making up the investment total whmh
appears on the balance sheet is shown in the following table:

SUMMARY OF INVESTMENTS
(In millions of dollars)

Balance at March 31 Increase
or
1949 ’ Decrease
(IBstimated) 1948 =)
Bank of Canada—Capital St0eK. v it iiinriiirnnerenss 59 5-9
Central Mortgage and ITousing Corporation—Capital Advances. .. 25-0 25-0
Canadian Farm Loan Board—Bonds and Capital Stock........... 22-2 21-1 1-1
Balances receivable under Agreements of Sale of Crown Assets. ... 1.2 11.6 —0:4
Canada’s Subscription to the Capital of the International Monetary
TG S 300-0 300-0
Canada'’s Subscription to the Capital of the International Banis for
Reconstruction and Development..oooveviivevieinninienns Voo G5-0 65-0
Securities Investment AcCount. ... vvvuveiieiireiieiieienennenans 462-0 686-4 —224.4
Miscellaneous. ......oevvunnnnn e 602 60-2
951-5 1,175-2 . —223.7




h\"\«_

69"

(¢) Cuanges 1N ResErve Tor PossiBre Lossgs oN UrriMare Reaviza-

TION OF ACTIVE Assmrs

As mentioned earliera ‘transter of $75 millions’' was made to this reserve
during the year with a corresponding amount being charged to ‘‘Expenditure”

in the government’s accounts. The balance to the credit of the reserve now.stands -

at 5524:5 9 millions.

1

10. SUMMARY OF SECURITY ISSUES ”AND REDEMPTIONS
DURING THE YEAR '

» Dullng the ﬁscal year endmg Malch 31,. 1949, government obligations
totalling $3,081-7 millions matured or were called for redemption. Of this
amount a total of $2,941-6 millions represented 1edempt10ns in Canada,

, the financing of which was effected as follows:

‘ (millions) -

By 1efund1ng or conversion, mto new issues........... . B 2,233-3
From proceeds of new borrowing: S L
Bale of Canada Savings Bonds Seues III ........... ©236-0

From cash balances........ PR e L e 472;3
$  2,9416.

The 1edempt10n of %472 3 millions out of cash balances- 1epresents the net
reduction achieved during the year in the total of Canadian debt.

The remalnmg* $140 millions of the over-all redemption figure of $3, 0817

~ millions referred to above represents.the repayment of certain U.S. dollar loans

previously made to the government by the Export-Import Bank of Washington
($50 millions of which were advanced during the fiscal year 1947-48, and the

-remaining . $90 millions of which were advanced during the early part of the

present fiscal year). This repayment of $140 millions was financed out of the
proceeds’ of .a new issue of $150 million 3% fifteen year bonds which were sold
to three United States i insurance companies in August 1948 at par.

_ The $90 millions in U.S. dollars which.were obtained as a result of this
year’s drawings on the Expoxt—Import Bank loan, together with the $10 millions
in U.S. dollars remaining out of the proceeds of the new $150 million loan, were
transferred duung the year to the Foreign Exchange Control Board and added
to the nation’s exchange reserves, The net effect, during 1948-49, of all these

‘U.S. dollar transactions was to increase the total Tunded debt pa,yable in New

York by $100 millions, and at the same time to increase the country’s exchange

. reserves by an equivalent amount.

. It can be seen from the above analysis that the rover- a,ll net reductlon in the
government’s outstanding funded debt during the year amounted to $372-4
millions—i.e. the net reduction of $472-3 millions in Canadian debt together
with the reduction of $0: 1 millions in sterling debt, and less the i increase of $100
millions in funded debt payable in New York.

More complete deta,lls of 1edempt1ons and new issues Tof secumtles dunng g

the year are set out in tables on the: followmg two pages

*Apart from certain minor redemptlons of sterling debt totullmg $68,514.

Lt
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REDEMPTION OF FUNDED DEBT DURING FISCAL YEAR ENDED MARCH 31, 1949

. Interest Where ‘
Maturity or Call Date Rato Payable Amount
% $

May 1, 1948, L.ttt iiiiiiene it ieiiriia e aeaes i 200, 000, 000
July 1, 1048, .. oiiiiiiiiit i e caee e 4 33,203,471
Aug. 13, 10481, . ittt e 25 140,000, 000
Sept. 1, 10480, i ittt it i a e 4 550,000, 000
Sept. 3, 1048, ittt i i e eaeraaaes % 100, 000, 000
Nov. 1, 1948. ... 0viiiiiieneniinennnns, % 200,000,000
Nov. 1, 1948, .. iiiiiiiiiiiiinnanenns 13 344, 267,000
Nov. 1, 19482, . ... iiiiiiiiiinnnnns 4% 276, 087, 600
Nov. 15, 10483, . ... iiviirninrnnnnns 3 60, 000,000
Feb. 1, 10494, . ... . civvievaninns 3% 49, 095, 800
Mar., 1, 1040........iiiiiiiiiiiiine. 3 550,000,000
Mar., 4, 1040, ... iiiiiiiiiiiiinnns & 100, 000,000
Non-Interest Bearing Certificates..ov.viveeveirrineeners]osraeenenens . 34,915
War Savings Certificates............ e 3 50,820,494
VATIOUSE. ..\ v e ereiiieeersisereanesrennns Y OO 08, 51
Canada Savings Bonds Series T and IT........cocunvunins, 2 140, 781, 000

Total Bonds and Certificates.....vvvvevivridiaiiviiiandoii, i ..82,795, 054,704
Rep’xymont of Refundable Portion of Income and Excess Profits Taxes...vvieeeeneere.. 285,749,000

Total Redemptions of Debt............. Cerreraaes i eeeraeenes eeneeans 83,081,703,794

_Total payable in Canadf. .. ..iviiieirivierieerseirreeeraneoaernanes 8é,941, 635,280
Total payable in New York..... [N i e verenecnneeeaan 140,000, 000
Total payable in London. «.u.eueeereieiirenieereeiireerieraioneranans 68,514

$3,081, 703,794

(1) Export-Import Bank Loan.

(2) Maturity Date Nov. 1, 1958, ealled for redemption Nov. 1, 1948.

(3) Maturity Date Nov, lo 1901 called for redemption Nov. lo, 1948,

(1) Second call of First War Loan.

(8) These issues were vested by the Treasury of the United Kingdom in August 1941. Amounts
purchased during the fiscal year were cancelled. -

It may be of interest to note that the average coupon rate on the govern-
ment’s outstanding funded debt at the close of the current year is estimated at

2-649,. This compares with an average rate.of 2-66%, at the close of the last
fiscal year, and an average rate of 3-52%, as at March 31, 1939.

AVERAGE INTEREST RATE ON FUNDED DEBT *
PER CENT PER CENT
AS AT MARCH 31

5%.17 5

~

4 . \"“\_\ _ 4
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192021 "22 "23 "24 25 26 '27 '28 "29 30 '3) "32 "33 '34 '35 36 '37' 36 "30 40 41 ‘42 43 '44 '45 '46 ‘47 ‘4B 49

*Funded debt includes bonds, treasury bills, deposit certificates, and the estimated refundable
portion of income and excess profits taxes.
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NEW SEQﬁRITY ISSUES DURING FISCAL YEAR ENDED MARCH 31, 1949

: ) . Yield at Renewals or
—_— Issue Maturity Interest ggfrzr?- Price to A':Efgﬁt Reconversion Afgggggt
Date Date Rate m Govern- d Included in
: » ent ment Issue Amount Issaed |- for Cash
% $ $ $
Payable in Canada ° % .
Issued to Chartered Banks : o
Deposit Certificates.........ooieiiiiviiians Sept. 3, 1948{Mar. 4, 1949.... & 100-00 0-625 100,000,000 100,000,000
bree Year Bonds.....covvvereiniinniieennns Nov. 1, 1948/ Nov. 1, 1951.... 13 100-00 1.75 250, 000, 000 250, 000, 000
Deposit Certificates. .. Cerereeeaaeeaaie...|Mar. 4, 1949{Sept. 2, 1949.... g 100-00 0-75 100,000, 000 100,000,000
» ‘ ‘ 450,000,000 { 450,000,000
Issued to Bank of Canada C . -
Six Months Treasury Notes. ... .covveenienn.. May 1, 1948|Nov. 1, 1948... $ 100-00 0-625 200,000,000 200,000,000
Six Months Treasury Notes............... L...(Sept. 1, 1948{Mar. 1, 1949... k3 100-00 0-625 550, 000, 000 550, 000, 000
Three Year Bonds. .. covvvvininiinnannanas NoVv. 1, 1948 Nov. 1, 1951...[. 1% 100-00 1.75 250,000,000 250,000,000
Six Months Treasury Notes. ....coveeue.s. “....iNov. 1, 1948(May 1, 1949... 2 100-00 0-625 200,000,000 200,000,000
) Six Months Treasury Notes...... DU . Mar. 1, 1949|Sept. 1, 1949... K 100-00 0-75 550,000, 000 550,000,000
1, 750,000,000 1,750, 000,000
Issued to General Public - . .
Canada Savings Bonds, Series III-—Net. .... Nov. 1, 1948|Nov. 1, 1958. 22 99-375 2-82 236,064,000 |......co0niunnnn 236,064,000
Issued to Prairie Provinces - i o )
School Lands Debentures.............. FETN July 1, 1948July 1, 1949 4 100-00 4-00 33,203,471 33,203,471 ‘
Total issues payable in Canada. ... e e ] 2,469,3857,471 | 2,283,208,471 236,064,000
" Payable in United States.
Iséued to the Ezport-Import Bank of Waéhz'ngton -
- One, Two and Three Year Notes..........-. Various Various 23 100-00 2-50 90,000,000 [....covvnenennn 90,000,000 -
Issued to Insurance Companies :
Fifteen Year Bonds. Ceereriteieecaeaaeranaas Ang. 1, 1948/ Ang. 1, 1963 3 99-90 3-01 150,000, 000 140, 000, 000 10, 000, OOQ .
Total issues payable in Unitéd Staies ................................................................ 240,000,000 -140,000,000 100, 000, 000
Grand To1al. .. ovviinenineeeneaneesennaosssesonessefocansvassesencnns]oannononse]onesnneneadancaiinnes 2,709,357,471.| 2,373,293,471 336,064,00Q

1L
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' SUPPLEMENTARY DETAILED TABLES
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EXPENDITURES
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS
(Thousands of Dollars)

Estimated
1944-45 1945-46 194647 194748 1048-490
$ $ ] $ $
TAax REVENUE—
Direct Taxes—
Direct Taxes on Incomes—
Individual Income Tax............ 767 755 691, 586 694, 530 659,828 771,000
Tax on Interest and Dividends.... 27,053 26,824 28,428 33,029 40,500
Taxes on Rents and Royalties..... 1,546 1,486 1,708 1,960 2,200
Corporation Income Tax.......... 276,404 217,834 238,792 364,131 490,000
Bxcess Profits Tax..........oven.. 465,805 404,196 448, 698 227,030 40,000
Total Direct Taxes on Incomes. .| 1,538,563 | 1,431,926 ] 1,412,156 1,286,878 1,343,700
Succession Dubies....c.vvvvuvivnanass 7,251 ,447 ,576 ,828 25,500
Total Direct Taxes......evvuvnn. 1,555,814 | 1,453,373 | 1,435,732 | 1,817,706 1,369,200
Indirect Taxes—
Customs Import Duties............. 115,091 128,877 237,355 293,012 225,000
Excise Duties—
Spirits, malt, etc...vvvveravennn, .. 72,133 91,274 97,820 97,075 105,000
Cigars, elgmettes and tobn.cco ..... 83,142 98, 228 101,163 102,116 104, 300
LACENCES. s o vt ivaninnr e 37 40 37 38
Less 1efunds ....................... —3,390 -2, 815 —2,079 —3,034 —3,338
Total E}\ClSG Duties...... PN 151,922 186,726 196, 044 196,794 206,000
Tixcise Taxes—
Taxes on Commod1t1es—
Sales Tax..iiviiiiieerinenineenins 404,109 | - 326,253 328,073 383,012 391,490
War Exchange Tax,............... 98,164 41,198 338 e
Automobiles, rubber tires and . :

BUbES. it e 6,480 6,701 16,340 31,949 37,440
Boverages. ...ccorerneinisas vee 19,442 16,657 18,635 23,767 27,800
Candy and chewing gum........ . 12,874 11,904 13,277 18,279 21,540
Cigars, cigarettes and tobacco.. 62,306 70,229 76,318 68,606 76,600
Cigarette papers and tubes....... o 6,658 4,645 6,943 6,419 6,840
Electric and gas appliances,....... 4,057 1,272 7 2,824 3,800

CUYS. vt v e caeannennasanas 5,217 4,976 3,102 3,139 3,850
Gasoline,.......ccvevnins ‘. 29,671 29,836 36,220 2,208 |,
Matches and lighters.............. 3,117 3,675 4,088 3,907 3,720
Phonographs, radios and tubes.... 1,112 646 2,520 5,325 3,390
Special excise on importations..... 545 787 1,185 2,113 280
[SITE00 R 11,744 9,974 11,339 10,572 1. ...
Toilet preparations and soaps...... , 347 7,107 7,522 , 146 7,960
Trunks, bags, luggage, ete...... vee 4,134 4,711 5,710 4,962 5,610
WVINES. s v vtrerneneerenensenannnnnas 1,772 2,006 2,304 2,342 2,070
110 114 2,977 3,811 5,109 4,716 4,320

Taxes on Amusements and Services-
AmusementsS...oe.ieiiiiiiiinnioa 12,284 13,387 14,552 15,369 2,580
Tax on pari-mufuel bets........... 1,904 2,188 2,510 2,510 [, .ioviian.,
Transportation and communication 24, 205 26,893 27,031 27,531 28, 580
Stamps, including payment of taxes

on jewellery, chinaware, cabaret

attendance, ete........oovuiann. 18, 296 21,697 24,437 24,300 22,550
Licences, interest and miscellaneous| 369 302 313 376 290
Less refunds (mainly sales tax)....| —194,719 | —114,005 —29,845 —10,683 —13,100

Total Excise Taxes.....o.veuren. 543,065 496,910 579,024 640,758 637,400

Other Taxes—
Chartered bank note circulation. .. 350 270 220 188 160
Insurance Companies....oecvauvuv.s 7,182 7,951 8,796 3,004 3,300
Miscellaneous......ovvuu.n creraas . 702 751 690 613 500
Total Indirect Taxes.....covvevenss 818,312 821,485 | 1,022,129 | 1,134,369 1,072,360
Total Revenue from Taxes........| 2,874,126 | 2, 4,858 | 2,457,861 [ 2,452,075 2,441,560
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS—Concluded
' (Thousands of Dollars) ’

- . 194445 | 1045-46 | 194647 104748 | Estimated

1948-49
3 $ 3 ] $
NonN-Tax REVENUE—
Post Offfice....vvevvinennnian.n DN 66, 056 68,613 72,978 77,759 79,800
Return on.Investments o 60,749 70,915 69,439 75,800 106, 000
Bullion and coinage................. 4,586 4,954 2,098 1,731 ,
* Premium, discount und exch:mge ........... RS PRI P 3,736 {....ovvuin,
Other..covivivvniieinnendineinn, 14,080 16,322 16,355 18,745 21,000
Total Non-tax Revenue. R 145,471 160,804 160,870 1 210,100
Total Ordinary Revenue.......... 2,519,597 | 2,435,662 | 2,618,731 2, 629, 846 2,651,660
Sereran Recerers AND CrEDIIS—
Refunds of previous years’ Speecial
Expenditure........ 0 eiiiieina,. 53 20 10 7 15
Special Recelpts—War and Demobil-
. iZabion. . oo i 352,918 626,616 412,763 225,757 113,814
" Donations to the Crown............... 177 161 170 138 60
Canadian Wheat Board— a ' :
Reduction in Reserve Account....... U111 PRI ORI PP DI
) Surpluses in certain special accounts. . 2,625, ) i3 PP
"Canadian National Railways—
Net credit due to increase in Cana-~
dian National Railways Securities ’
Trust Stoek (contra).............. 22,400 22,631 |.....ooviii] e R
Investment in Crown plants trans- : .
ferred to Active Assets ............ 7,143 174 2,053 3,704 | | 2,464
385,906 | © 049,602 416,758 229,622 116,343

‘Capital and Non-active Accounts— -
Capital Aecounts—

Refunds of previous yenrs . N .

expenditure.............. i 728 376 110 61 80
Non-active Accounts—

National Harbours Board, reduc- , _

tion of indebtedness............. 190, .. 10 821..... vevinen
. 1936 and 1937 Saskatchewan Seed

- Grain'Loans Guarantees— ) .

Adjustment pursuant to The |
Western Provinges Treasury .

Bills and Natural Resources Set-
tlement Act, 1947....0 .. vieeed|ivnnvinnnnd]. i PP

Canadian . National (West Indies) .
Steamships, Limited, reduction .
of indebtedness.......oovvvn..e. 549 |...... PP 1,105 256 80

. Transfer to Consolidated Deficit
Account from Capital Accounts
—Airways and Airports (Air- ; N
ways [acilities, St’xteof \Imhlgan, . .
USAD e iiiiiieesedienninnidieeeiiiiiideniiieiiioeinn, © 188 fieaans e

Write-downs to Consolidated s i .

Deficit’ Account— *

Canadian National Rallwa,ys Secur-
ities Trust Stock—reduction due .
to retirement of equipment dur-|. . : ' . ' ;
ing mlendar years 1046 and 1947.0........c.o]eevnnniins, . 1,308 1,885 [

v v 9B e

Seed Grain and Relief Loans...... 36 45 54 | - 63 60
Total Capital and Non-active ' . . ) o
Accounts. . cooiiveni i, 1,332 | 421 ' 2,587 12,278 220
Total Special Receipts and Credits..| 387,237 | 650,028 | 410,345 | 241,900 116,563
TOTAL REVENUE. «.vevvvirvnnrininns e 2,906,834 | 3,085,685 | 3,038,076 | 2,871,746 2,768,223
Less estimated amount of refundable; : ’ : ’ .
Income and Exeess Profits Taxes. . 219, 500 72,600 {30,200 {.......... B P

Ngx TOTAL REVENUE. vvvvvrennns.. 2,087,334 | 3,013,185 | 3,007,876 | . 2,871,746 |- 2,708,223

L
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY. DDPARTMD\ITS
FOR THE LAST FIVE FISCAL YEARS

(Thousands of Dollars)

Estimated
194445 1945-46 194647 1947—48 194849
$ $ $ $ $
ORDINARY EXPENDITURE

Agriculture.............. ereervees veeen 9,424 10,319 13,300 16,311 20,677
Auditor General's Office...........vun... 361 379 390 395 546
Civil Service Commission.............. 461 479 593 665 765
External Affairs .oovvviriiiiiiicnnnnn, 1,910 4,522 5,128 7,195 9,719
Finance—

Interest on Public Debt............... 318,995 409,134 404,395 455, 455 463, 689

Cost of Loan Flotations and Annual

Amortization of Bond Discounts and

CommissionS.,.oo.ienenieeesinean, 20, 679 22,311 12,139 10,914 9,838

Premium paid on redemption of called :

103 T | S U E 5,842 271 35 27

Subsidies to Provinees....,...vvevus.. 14,445 14,447 14,383 33,394 17,004

Miscellancous Grants and Contribu-

BIONS. . otvves s iinrereninneannannns 581 617 95 113 147

Civil Pensions and Superannuation... .. 325 293 253 224 194

Government_contribution to Superan-|

nuation Fund....oooovviiviiennnn.. 2,341 2,696 3,161 3,488 4,050
0Old Age Pensions, including pensions to

blind pPersons....c..coviiiinieieininns 32,187 | @ — 1 - @ -1 ® —

Premium, Discount and Exchange.... 16,348 14,734 {78 2 IR PN

Compensation to Provinces under .

Dominion-Provincial Taxation Agree-

ments—
Income and Corporation Taxes.... 82,977 94,343 94,380 192,497 84,386
Gasoline Tax.c.ovovivuiienneenns, 10,357 1 I PO Y T,

Adininistrative and Sundry Expendi-

L0 T 4,724 7,569 9,599 11,313 14,871
(e D T 2,159 3,262 3,599 4,007 5,280
Governor General and Lleutenaut-Gov-

(53 3 116 - SO 223 227 252 239 245
InSUIBNCe. .ttt v i iiin e anearan 185 199 212 237 281
JUSHICE. oot e e 2,696 2,848 3,194 3,017 4,102

Penitentiaries. 2,936 3,258 3,806 4,564 5,950
Labour........ 1,446 1,620 2,010 2,319 4,295

Unemployment Insu

Administration. ......coviiiiiei e, 5,113 6,185 7,496 17,641 19,085

Government Contribution,.......... 12,746 12,514 15,200 17,500 20, 195

Governinent Annuities— .

Payments to maintain reserve...... 257 294 977 332 10, 000
Legislation—

House of Commons.......cvovvniens.. 1,612 2,235 2,786 3,022 2,724

Library of Parliament............vuu.. 72 74 90 103 130

Senate. .oor e e s 485 727 881 946 748

General, ..ot 95" 98 167 270 375

Chief Dleotoml Officer, including clec-

1 o7 T T 179 3,001 144 151 285
Mines and Resources—

Administration........ PN 168 164 173 268 361

Immigrabion....cooviviierneeiroannns 1,309 1,524 2,047 2,665 6,100

Indian AffRIrs. ...ocovvvnveennrnnennn. G, 162 4,466 5,048 7,180 10,652

Lands, Parks and Forests,............ 1,831 2,689 4,962 |oiinniii e

Lands and Development Services......[veveiveeein]ivivrnieiiovaninann 5,630 12,561

Surveys and Engineering.............. 1,610 1,323 Bpddd f.o e

- Specia] Projects. .. covevvereiinnianne]orinnnrneniifrrerieniiiiiiiienn 2,554 130

Mines and Geological Survey.......... 1,216 1,303 B Y A R

Mines, Forests and Scientific Services|.....coviveifieverrieeni]iviinrinian 5,318 19,460
Munitions and Supply....ccoovvriininn.. B R O S PO S

Dominion Fuel Board Administration

coal subsidies and subventions. ..... 2,787 ® — | & — 1 ® — i
National Defence—

Administration and sundry serviees. .. 67 127 253 615 1,035

Pensions—Militia Pensions Act........ ®) — 1 - ® — 1 ) — 4,879

Government contribution to Perma-

nent Forees Pension Fund...........l.... U PN A " - 8,004

(1) See Department of National Health and Welfare.
(2) See Department of Reconstruetion and Supply.

(3) Included under Veterans Affairs.

(4) Included under Demobilization and Reconversion—Army, Navy and Air Services.

S~
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS
FOR THE LAST FIVE FISCAL YEARS—Continued

(Thousands of Dollars)

. Estimated
— 1944-45 1945-46 1046-47 1947-48 1048-49
] $ $ $ $
OrpINARY ExreNDITURE—CoON,
National Health and Welfare............ 1,725 7,294 8,616 10,815 14,261
d age pensions, including pensions to
blind persons................ ®) — 33,715 35,928 58,000 67,000
TFamily allowances. . P P 172,632 245 141 263,165 270,973
General health gran’os... .................................... P P P 8,
N nt:onal Revenue (including Income
....................... 20,114 22,630 28,551 37,312 51,205
N atlonal War Services.....covvvvnininens 838 s 2 ! N
Post OfACe. .ovevverenivnrererenaneness 54,629 57,730 64,213 67,944 78,015
Prime Minister’s Office. ......ovovvvn.n. 64 61 88 99 114
Privy Council..........oovvevvvninnnn. 81 419 808 1,287 3,802
Public Archives..........covvvnveenanen. 124 127 149 157 171
Public Printing and Stationery.......... 232 ) 238 208 536 877
Public Works........ovvvvvevensuvenenens 13,169 16,283 26,360 35,545 51,730
Reconstruetion and Supply.............. 0069 2,108 1,932 12,842 3,376
Dominion Fuel Board Admlmst.ratlon,
coal subsidies and subventions, ........ 6) — 2,339 1,776 1,148 | (M —
Royal Canadian Mounted Police...... ver 7,183 7,284 8,604 10,406 13,523
Secretary of State.........ovevvivinins 864 054 |. 1,157 1,345 1,674
Trade and Commeree........oovvvuvnens 5,830 6, 356 9,776 10, 846 25 553 |
Dominion- Fuel Board Administration
coal subsidies and subventions....., — — - - 2,585
~ Mail Subsidies and Steamship Subven-
(7103 1< N 869 994 1,108 | @ — | ® —
Transport—
Administration and general, .......... 1,390 1,440 1,499 1,073 2,258
Adr Serviee......oveeiiiiiininieeninns 3,939 4,196 5, 653 10,390 18,432
Marine Serviet.....oovveriiereernrrnas 4,807 4,895 5,903 6,831 8,282
Railways and Canals............c...... 3,300 3,801 3,702 4,073 5,473
Maritime Freight Rates Act.......... 4,733 4,345 4,871 5,090 6,758
Mail Subsidies and Steamship Sub-|-
ventions, including Canadian Mari-
time Commission,.......vvevevvreenfevnernneneasfonneian]iiiinnis. 1,764 2,171
Veterans Affairs— .
Departmental Admlmstratmn ........ 106 | 1,142 1,680 1,677 2,329
Pensions (World War 1 and military). 39,372 39,996 40,771 41,227 |..oevenin
Pensions (World Wars1 and 2and N. W '
Rebellion, 1885) ... ...vvvvenrnvensin. ©) —1 ® -1 ® — | ® — 103,673
War Services gratuitics and re-establish- ’
ment ereditS.......oi0i i, 20,228 | (%) — ®) — | © — | ® —
Treatment and after-care of returned ) )
soldiers and allowances to dependents| 19,845 28,551 44,303 40,286 69,220
Soldiers Settleirent and Veterans Land :
Acho oo 1,301 3,160 6,551 8,002 8,258
Total Ordinary Expenditure..... 767,876 | 1,061,902 | 1,236,235 | 1,380,002 1,583,310
CariTAL EXPENDITURE
Railways.............. P e enrereeees " 630 2,813 2,064 3,804 5,316
Public Works......ovvvvveiineininen sve 2,634 2,195 8,646 11,847 16,239
Total Capital Expendlt.ure ....... g 3,164 4,508 - 11,200 15, 656 19,556
WAR, DEMommzzmon AND
RECONVERSION [UXPENDITURE
National Defence—Ar my, N avy and )
Alr serviees. . oovovun el irniiiiniies — — — 189,360 233, /08
National Defence—Defence Research — — 4,090 6,024 16,068
25) See Department of Finance.
¢) See Department of Munitions and Supply.

(*) See Department of Trade and Commerce.

" (8) Seo Department of Transport.

(®) See Wur, Demolilization and Reconversion Expendlture
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS
FOR THE LAST FIVE FISCAL YEARS—Continued

(Thousands of Dollars)

Estimate¢
— 194445 1945-46 1046-47 1947-48 1048-49
War, DEMORILIZATION AND $ $ $ $ $
ReconveRrsioN ExpENDITURE—Con.
National Defence—Army—
Army Services.....ovvriiveeriereninens 1,243,733 935, 006 208,106
Internment Operations..........oovves 1,580 1,002 135
Inspection Board of the U.K. and
anada.......... i i e 8,362 6,124 —
Inspection Board of Canada...... PN — — 2,819
SUNA Y. v i e it e e 8,080 7,446 8,004
1,861,756 949,678 219,124
National Defence—Nuval Services...... 417,099 241,769 64,878
National Defence—Air Sexvmes—-
Overseas War Establishment. . 759,070 — —
Overseas Operations............. ves — 197,076 4,779
Homo War Establishment............. 227,942 — —
Western Hemisphere Operations....... — 108, 032 37,697
Alr Traiping. . cvo i cii i eiiernnas i 272,342 — —
Training Organization......eoovevinen. 74,770 11,962
Repatriation and Demobilization. — 72,153 16,325
Restricted Scrvicing Tnits, — 38,623
General Servicing Units.. —_ 14,884 17,109
Surplus Equipment UNIES. e eenrrne . — 815
Headquarters and Commands Admin .
istration . — 17,880 . 11,315
ST PN 102 97 84
1,269, 66 524,830 99,271
Reconstruetion and Supply (formerly
Munitions and Supply)—
Administr: atxon, reconversion and
operation of Crown Companies and/
or Crown Plants...... - — 10,784 1,558 (1) —
Administration, ... .oovviinnn N 8,841 6,853 4,140 1,306 118
Housing development......c..covvvnns — - 35,323 38, 558 1,000
Production and transportation subsi-
dies for Canadian steel producers,
BHC. i i i e e (1) — (1) — 12,663 7,950 (10) —
Research and development of jet en- :
gines and aireraft. ...oooooiiaea.. Y P
Expansion of Industry...oo.covvvinnen. 205, 039
Acquisition of U. K. Assets............ 1,964
Acquisition of U.S. Assets,..c...ouunns —
Liquidation of Contracts.............. —
Termination of Contracts.............. — :
[0 R . 2,932
218,776 278,807 147 140 62,884 1,468
Agriculture—
Disposal of agricultural products ren-|
dered surplus by the war............ 1,194 354 958 [ PO e
Freight assistance on western feed
JEe 10 31T PR 15,943 17,317 18,828 20,092 18, 483
TFertilizer subventions and freight
Allowance....o.v v iiaiiiiiaaies 446 438 283 fevieerenanee]onnrniniianns
bsidies and bulk purchasing of fer-|
BIHZET . vt i - — —~ 597 358
Subsidy on western wheat used ex-
clusively as feed for live-stock....... 7,471 7,864 6,474 4,421 [ooviiininnn,
Subsidy on milk and milk produets.... 42,330 41,659 36,759 1,861 1,000
Premium on hog carcasses suitable for
export to UK. ..oiiiiiiiiiiiennnn 14,001 9,573 4, 506 5,474 5,125
To provide f01 reserve stocks of feed
EURINS. . av vt rienrerrerrnenns e 715 1,274 1,551 4340
Sundry...... 5,804 4,499 1,757 347 31
88,064 82,978 71,116 38,238 24,997
D\éerr%all;l&ftfaust—- Int tional Ref
ontribution to International Refugee, y
Organizabion, ... oovvvreeesiivrvnesesfoserearaonne]orenesananns reeetraeanen 5,468 5,415
General post UNRRA. 1elief...vevererifeeierinreviifoesrecarieesfons PN 16,927 367
5101114 L eeren. 296 383 837 88
’ 296 888 837 22,400 5,870

(1) See Department of Trade and Commerce.
(12) Included in Expansion of Industry.

D Y, N
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STATEMENT OF L‘XPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS

FOR THE LAST FIVE FISCAL YEARS—Continued

{Thousands of Dollars)

Estimated
— 194445 19045-46 1946-47 1947-48 1948-49
$ $ S $ $
WAR, DEMOBILIZATION AND -
RecoNvERSION EXPENDITURE~Con,
Finance—
Comptroller of the Treasury........... 9,216 9,369 6,072 1,702 (12) —
Wartime Prices and Trade Doard—
Administration....,.....c.ov0uvn. 12,720 14,753 12,738 5,794 3,570
Subsidies due to application of Order
placing a ceiling over all prlces RO 107,338 97,819 88,778 34,341 15,000
Advances for payment of drawback :
claims to millers and other manu-
facturers of wheat products.......... 19,700 14,750 26, 000 17,000 17,200 *
Advances to the Canadian Wheat Board
‘to cover deficits in certain Board
OPEIABIONS. .\ .\ ereersernvnnernnnnnns 18,058 — (18) — (18) — 1) —
House Conversion Program. . ......... 4,053 1,764 (14) — 1) — H) —
Old Age Pensions, increased benefits... 8,788 [ (1 — (18) — (15) — (1) —
Halifax V- Day disorders and explo- )
sion—
Payment of claims.................. —_ 4,010 2,127
Expenses of investigations........... — 248 161
Sundry...ooviviiiiiineniiinn P 1,646 958 999
178,619 144,871 186,876
Labour— . ) :
Industrial training...... e, 1,617 701
Training aircraft mechanics........... 333 3
National Sclective Serviee program. .. 11,098 11,268
Removal of enemy aliens from pro-
tected Areas.....oevuiii i, 2,137 2,203
Voeational fraining for discharged
members of the Canadian Armed ; :
o) 602 4,365 13,049 6,405 3,310
‘Vocational Schools—Payments to
PrOVINCES. .ovvnneerenneernanensans — 607 2,442 3,264, () —
ST010d b AR 3,877 3,712 2,757 1,723 1,768
, 19,664 22,859 | . 38,664 11,892 5,078
Mines and Resources— .
Prince Rupert — Terrace — Cedarvale
HighwWay. o vveeerrenrrniesiarinnnas 2,499 8
Employment of Japanese.............. 511 262
Aerial %hotography ................... 51 572.
SUNAry..cov veviiiiie i 2,763 2,633
C 5,814 3,476
National War Services—
War Chantles—Auxxhary services..... 15,933 13,070
Censorship..v.ovovn v i e, 1,856 859 ..
uUndry...oovvieennnnn eeerersaraae 8,193 316
26,082 14,246
,Natxona,l Health and Welfare— )
d Age Pensions, increased benefits...} (¥) — 9,103
Sundly ............................... 1,340 2,135
1,340 11,238
Privy Council— )
Canadian Information Service (form-| -
erly Wartime Informatlou Board).. 1,700
* Sundry....... T S e 58
' 1,768
Public Works......ovvvrruernrinunennns, 6,600
Royal Canndian Mounted Police......... 8,709
Trade and Commerce— .
Gift of wheat to Greece.........ovv.ss 6,749

Administration........coceveniiiiin..

(12) Included in ordinary expendlture.

82; Included in special expenditure.

Sec Department of Reconstruction and Supply.

(15) See Department, of National Health and Welfare,
(15) Included in ordinary expenditure (Unemployment Insurance admxmstmtwn).

(17) Included in oxdmar}fexpendlture
(18) See Department of Finance
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STATEMENT OT EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS
FOR THE LAST FIVE FISCAL YEARS—Continied :

(Thousands of Dollars)

104445

1945-46

1046-47

1047-48

Estimated
1948-49

War, DEMOBILIZATION AND
ReconveRrsioNn ExpeNpITuRe—Con.

Trade and Commeree—Con.
Administration, reconversion and oper-
ation of Crown Compsanies and/or|

Crown Plants,.............covvuensn .

Production and transportation sub-
sidies for Canadian steel producers,

Resez'{l ch and development of jet en-
zines and aireraft ..

Sundry.....ooiiiiiinenien.

TraNSPOTt. .o ive i vre v nreeraannn
Acquisition of airfields and works,
from United States Government....
Veterans Affairs—
Treatment—Defence Forces...........
Pensions— Defence Forees.............
Additions, alterations and improve-
ments to departmental hospitals,
including land purchases.............
Post-discharge rehabilitation benefits.
War service gratuities and re-establish-
ment eredits. .o vuvreiiiieeaniiiaas
SURAYY ..o e

Other Departments......o.ovvevnaninans

Write-off of Air Training Plan Loans and
Advances as per Umted ngdom
Tinancial Agreement Act, 1946.........

Mutual Aid (excluding admlmstmtlon)

Military Relief...c..ovoviiiniiinnnnen

Canada’s Contribution to UNRRA......

670
7,419
16,738

18,661

11,449
11,939

5,738
. 2,468

(17 —
1,165
32,759
2,960

792,200
60,199
11,098

1,772
16,018

26, 298
22,200

7,371
32,131
239,585
774
328,869
2,468

426,000

766,862 |..

34,463
142,862

8,334
96,762

318,325
273

508,439
2,181

78,323
84,175
418
237,368
806

$.

2,000

7,500
2,000

1, 1823

4,969
47,475

36, 161
174
88,779
596

- Total War, Demobilization and Re-
conversion Expenditures...............

4,418,446

4,002, 949

1,314,798

634, 421

434,361

Srecian EXPENDITURE

Agricultural and Other Projeets. ........
Prairie Farm Assistance Act, 1930—
Administration.......c...vviiininan.
Advances to Prairie Farm Emer-
geney Fund. ..o viu el ieiieeens
Wheat acreage rednction plan—
AdminiStration. . ....ereereeennnn.
Payments of awards to farmers...
Deficits—Canadian Wheat Board...
Provision of reserve to meet defioits
resulting from the operations of the
Canadian Wheat Bonrd not previously!
l;)ovxde 105 A
Subsidies on oats and barley used as feed
for live stock—Dept. of Agriculture.
Reimburscment to Canadian Wheat
Board for expenses of regulating
deliveries of grain—
Dept. of Trade and Cominerce........
Reimbursement to Canadian Commer-
cial Corporation for expenses in pur-|
chasing materials, ete., on behalf of

3,809
188
1,295
201

1,707
(10) —_

Dept. of National Defence—Dept. of]
Trade and Commerce......,vovvuunnn.

("; Included in ordinary expenditure.

4,423
327
12.052

159
307

Deficits charged to the War Appropriation in 1944-45,

4,432
333

5,253

548

9, 666

768

P
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPAR’I‘MENTS
FOR THE LAST TFIVE FISCAL YEARS—Concluded

(Thousands of Dollars)

1044-45

1945-46

1946-47

194748

Estimated
1948-49

Seecran ExpeNDITURE—Con.

Fraser Valley, B.C., IFlood Area—
Repairing and 1econsfruetmg dykes..
Grant for emergency relief and rehabili-

tation.......oeuiiiiiii i
Repairs to Federal Government strue-
};me-; and telegraph and telephone
3T A

Total Special Expenditure.......

GoveERNMENT OWNED IUNTERPRISES

Losses charged to Consolidated Defieit
Account—

Prince Edward Island Car Ferry and

- Terminals. ..o iiitiiieiiieans

Canadian National Raxlways ..........

Trans-Canada Airlines, ...............

National Harbours Board.............

Total Charged to Consolidated
Deficit Account.............

Loans and advances non-active—

National Harbours Board.............

Total government owned enter-
PriSES.vveevrerannvnrerronens

' s
Omner CHARGES

Write-down to assets chargeable to Con-
solidated Deficit Account—
Reduction of soldier and general land
settlement loans,............ooovsen
Reduction of Veterans' Land’ Act
Yearly ostablished losses in seed grain
and relief accounts—
Department of Mines and Resourees..
Cancellation of Canadian Farm Loan
Board Capital Stoek,...............
Canadian National Railways Securities
Trust Stock—reduction due to 1etxre-
ment of equipment, .........c.......0
Provision for reserve for possible losses
on ultimate realization of Aetive
ASSCHS. .oty s
Provision for reserve for conditional
benefits under Veterans’ Land Act.
Canadian National Railways Securities
Trust Stock—
Net changes in Dominion's equity in
Canadian National Railways........
Transfer from Capital Accounts—Air-
way’s and Airports, to Consolidated
Deficit Accounts (Auways facilities,
State of Michigan, U.S.A)..........

Total other charges......... .

Grand Total Expenditures...

$

4,500
5,000

461

34,383

932
15,886
1,370
137

1,220
33,5633
2,033
- 238

526

500 |

718

18,324

371

37,924

1,743

1,358

" 1,334

10,682

18,695

39,667

22,400

25,000
464

22,631

232
129

75,000
4,506

158

IEERTRRER

1,150

47,762

48,177

29,386

83,711

81,938

5,245,612

. 5,136,298

2,634,227

2,195,026

2,193,214
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ANNUAL CHANGES IN ACTIVELOANS AND ADVANCES AND INVESTMENTS FOR THE
LAST FIVE FISCAL YEARS

(Thousands of Dollars)

Fiscal Years Ended March 31 )
—_— . Estimated
1945 1946 1047 1948 1049
$§ $ $ $ 8
Loans and Advances
RAILWAY AND STEAMSHIP COMPANIES—
Canadian National Railways....... 83,608 43,614/Cr. 20,521 81,717 4,100
Canadian National (West Indics).
Steamships, Ltd....ooovviniii i Cr. 11 Y PO
Net, Total, Railway and Steamship
Companies. . covuviinevnrennnns 83,608 43,164|Cr. 20,521 81,717 4,100
SunprY (GOVERNMENT AGENCIES—
Canadian Broadcasting Corvporation.|............]............ 2,000, ...l 1,200
Nasional Harbours Board........... 8|Cr. 66 151|Cr. 26 200
Soldier Secttlement and Veterans

Land Acbo.ooovvi it 3,048 18,677 55,202 37,522 20,700
Central Mortgage and Housing Cor-

POration. ..., veeerriiiiiniiierenes]iriiiiiiii i e 22, 500 70,500
Sundry Crown Companies.......... Cr. 16,774|Cr. 20,087|Cr. 49,948|Cr. 14,0686{Cr. 11,600
Sundry Crown Plants, privately

MAanaged. oo viie it i ro 10,909|1Cr 4,9971Cr. 41,100, ... oo
Other.....oiiiiii ittt 38(Cr. 40 23,932(|Cr. 6,549(Cr. 4,800
Net Total, Sundry Government

AZCNCIeS. . i i e, r.  28,689{Cr. 6,513|Cr. 0,763 38,761 76,200

Provincial and Municipal Governments.. 15,509|Cr.  4,350{Cr.  2,530Cr, 63,629/Cr. 5,200
Unitep Kixgnon aNp OTHER GOVERN-
MENTS—
United Kingdom, loan under The,

War Appropriation (U.K. Financ-| o

ing) Act, 19042......... . ovininn . Cr. 55,008/Cr. 63,946/Cr. 95,800{Cr. 111,285/Cr. 34,400
Unton of Soviet Socialist Republics— :

Loan for purchase of wheat..... S P Cr.  2,5001Cr.  5,0001Cr.  2,500]............
United Kingdom, Australia and New

Zealand—Air Training accounts. . 81,586!Cr. 249,50M|Cr. A
United Kingdom—DBritish Common-|

wcvlth Air Training Plan—Settle-

........................................ Cr. 200,000, ...coovvvi]ivernreneinidiiiiranarnes
Umted Kingdom, food advance ac-

COUNES. . ti v vimeian vt e e avaenny 10,613|Cr. 9,314Cr. 21,301 ... e
Export Credits Insurance Act.......[...coveninn 67,412 267,983 130,934 (8,200
United ng,dom Financial Amee—

ment Act, 1046, ..o iiie i e 640,000 308,000 37,000
War Supphes Ltd ................... Cr. 7LIB8 oo
Other (U.K. and Otlier Govern-

ments). ..oy N T. 4,215 123,308[Cr. 139, 114(Cr. 3,212 2,000
Net Total, UK. and Other Govern-|

ICIES .. v tsve e vneteeneceeanaens v, 38,272|Cr. 334,541 046,766 381,937 72,800

MISCELLANEOUS—
Dominion and National Ilousing
[ 1 TR Cr, L240[Cr., 14,721 o e e
Sundry munitions contractors, ete.,

(Department of Reconstiruction

and Supply). o iiiiiiiiiiiin 7,975|Cr. 757|Cr.  10,868|Cr.  1,78lf......c.c...
Sundry Loans and Advances........ Cr. 74/Cr. 74(Cr. 4 653|Cr. 800
Net Total, Miscellancous........... 6,061(Cr. 15,552{Cr. 10,872|Cr. 1, 128{Cr. 800
Net Total, All Loans and Advances. 43,907|Cr. 317,792 603, 080 437,658 147,100
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ANNUAL CHANGES IN ACTIVE LOANS AND ADVANCES AND INVESTMDNTS I‘OR THD
LAST FIVE FISCAL YEARS—Concluded

(Thousands of Dollars)

Tiseal Years Ended Mnrch 31
: Estimated '
1945 1946 1947 1948 1040 1 -
lnvestme)its l
Central Mm tea, Fe and Housmg Corpora- o ' . !
tion Capital Stock.................. e eraeees . 25,000.......
Canadian Farm Loan Board........... ACr.  5,001{Cr.  2,401|Cr.. . 600 99( .- - 1,100
Canada’s subseri {)tlon to camtal o[ Inter- ' ‘ . )
-national Bank for Reconstruction and
Development. .. iu.eeuesenrrreeereonloneriorinres 36 . 48,750
Canada’s subscription to capital of Inter- | -
national Monetary Tund............feeeeeeinnnns 33 299, 970 .
Central Mortgage Bank Capital Stoek..[............ Cr. b:1:11) N .
Export Credits Insurance Corporatlon .
Capital Stock......ocvviniineinnn 500 2,000]............
Polymer Corporation, Ltd...:/...:..... ) - ees 42,886
Balances receivable under agreements of . e
sale of Crown assets ................ 13,503|Cr. . 1,972|Cr. 300
Other Investments . ¥ 4,207|Cr. . 28 e .
Net Total, Investments s .9 ; 25, 408,806] . 16,849 800
Net Total of changes.in Loans tmd Ad- o L o
- vances and Investments(l) .......... 41,160|Cr. 292,604 1,011,886 454,507 147,900

(1) Does not melude advances to. the Foreign IBxchange Control Board nor amounts temporarily,
mvested by the Government in its own securities; ’ :

t ‘
'
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UNMATURED FUNDED DEBT AND TREASURY BILLS AS AT MARCH 31, 1949
AND ANNUAL INTEREST THEREON

Rate

7 Amount Annual

Date of Maturity per P‘z‘m hg{;fe of Interest

Cent ¥y Loan Charge

$ cts. 8 cbs.

1049, May - Canada 200, 000,000 00 1,250,000 00
July 4 Canada,...... 33,203,470 85 1,331,738 83
Sept. 2 Canada.....,. 550,000,000 00 4,125,000 00
Nov. 13 Canada 267,800,000 00 4,686,500 00
1950, Feb. 3% Canada 49,991,850 00 1,624,735 13
Mar 1% Canada 325,000,000-00 4,875,000 00
Nov 13 Canada 335, (90,000 00 - 5,874,575 00
Nov 13 Canada 400, 000, 000 00 7,000,000 00
1951, Feb. 3% Canada @ 50,250,000 00 1,625,000 00
June 3 Canada (2) 049,969,592 50 19,306,027 50
Nov. - 13 Canada 500,000,000 00 8,750,000 00
1952, TFeb. 33 Canada ® 50,500,000 00 1,625,000 00
Oct. 3 Canada 324,945,700 00 9,748,371 00
1954, Mar. 3 Canada *) 676,355,489 00 20,089,767 00
1955, May 3% London 3,833,893 18 124,601 53
June 3 Canada 40,000,000 00 1,200,000 00
June 3 Canada 55,000,000 00 1,650,000 00
1956, Nov 3 Canada (5) 855,607,410 50 25,414,081 50
Nov 23 Canada *327,055,000 00 8,994,012 50
1957, May 3 Canada 1,111,261,650 00 33,337,849 50
Nov. 2% Canada *186,710,000 00 5,134,525 00
1958, June 3 Canada 88,200,000 00 2,046,000 00
Sept. 4 London 2,574,936 32 102,997 45
- Nov. 23 Canada *236 064,000 00 6,491,760 08
1959, Jan, 3 Canada 1, 197 324 750 00 35,919,742 50
- Nov 4% Canada 289, 693,300 00 13,036,198 50
1960, June 3 Canada 1,165,300,350 00 34,959,010 50
Oct 4 New York 100, 000,000 00 4,000,000 00
1961, Jan, 31 New York - 48,000,000 00 1,560,000 00
1962, Feb. 3 Canada - 1,315, 639,200 00 39,469,176 00
1963, July 3} London 2 847 428 94 92,541 44
Aug, 3 New York 150, 000 000 00 4,500,000 00
Oct. 3 Canada 1,295,819,350 00 38,874,580 50
1966, June 3% Canada 54,703,000 00 1,777,847 50
Sept. 3 Canada 1, 691,796,700 00 50,758,901 00
Perpetual............ooiiiivennnnn, 3 Canada 55,000,000 00 1,650,000 00
1949, April 8 Treaswry Bills....... <411 | Canada 75,000,000 00 308,250 00
April 22 Treasury Bills....... 411 | Canada 75,000,000 00 308,250 00
May 6 Treasury Bills....... <412 | Canada 75,000,000 00 309,000 00
May 27 Treasury Bills....... +415 | Canada 75,000,000 00 311,250 00
June 10 Treasury Bills....... <424 | Canada 75,000,000 00 318,000 00
Sopt. '3 DemosttCortifoaiss.. Rl 168:006,000 00 350:000 00

ep eposit Certificates.. . anada s s 50,

1950, June 15 Non-Interest Bearmg
Celtlﬁcntes Canada *968,300 00 |.vervinennenannannn
War Savings Certificates.. Canada *175,041,000 00 5,251,230 00
15,411, 536,371 29 411,474,519 88
Refundable portion of excess profits

tax (estimated)..... [ P Canada *173,500,000 00 [..eveuniiinenennnins

Payablé in Canada............
Payable in New York.. ..
Payable in London.............

15,585, 036,371 29

411,474,519 88

15,277,780,112 85 98-019%,
208,000,000 00 1-93%,
9,256,258 44 0-06%

15, 585,036,371 29 100-00%

(1) Redeemable at 100} per cent.

8 Redeemable at 101 per cent.
3) Redeemable at 101 per cent.

() Redeemable af 101 per cent.

(5) Redeemable at 101 per cent.
* Estimated.

Amount outstanding includes $ 250,000.00 1edemptlon bonus.
Amount outstanding includes $6,435, 1349.50 redemption bonus.
Amount outstanding includes § 500, 000 00 redemption bonus.
Amount outstanding includes $6,690, .JSO 00 redemption bonus.
Amount outstanding includes $8,471,360.50 redemption bonus.

o e







