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BUDGET SPEECH

DELIVERED BY

HON. DONALD M. FLEMING

MINISTER OF FINANCE

HOUSE OF COMMONS, TUESDAY, APRIL 10, 1962

THE BUDGET

ANNUAL FINANCIAL STATEMENT OF THE
MINISTER OF FINANCE

Hon. Donald M.
Finance) moved:

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

Fleming (Minister of

He said: Mr. Speaker, this evening I present
my sixth budget. There were as well the fi-
nancial proposals introduced on December 6,
1957. Each has been designed to serve a long
range goal; each has been fashioned also to
meet the needs and conditions of its own
time. The goal I defined in these words:

,'fhe abiding goal of our fiscal policy is the
maintenance of a sustainable rate of growth in

terms of employment, development of resources,

and a sound dollar.

Budgets are normally annual. The fiscal
program for the year must be adapted to
existing economic conditions. These in an
open dynamic and sensitive economy like
Canada’s are always changing. Flexibility
must therefore characterize our financial pro-
grams. Adaptation has marked our annual
budget programs in these past five years,
adaptation to conditions, adaptation to change.

Je suis heureux de signaler que les cir-
constances dans lesquelles se présente ce
budget du Canada sont une prospérité gran-
dissante, un nombre accru d’emplois, de plus
grandes possibilités et une rapide croissance
économique. La politique énoncée dans ce
budget demeurera expansionniste, adaptée 3
la conjoncture économique nationale. Telle
est la note dominante de mon discours.

I am happy to report that the circumstances
attending this Canadian budget are rising
prospenty, more jobs, greater opportun1t1es,

' 53819-9—1%

and rapid economic growth. The policy ex-
pressed in this budget will continue to be
expansionist, suited to our national economic
circumstances. This is my keynote.

GOVERNMENT ACCOUNTS 1961-62

" The financial transactions of the govern-
ment for the fiscal year which ended on
March 31 are set forth and analyzed in detail
in the white paper which was tabled and
published yesterday. I need therefore refer
to them only briefly this evening. The figures
presently available are, of course, subject to
some changes, since many payments must still
be made and the final figures will not be
available until the accounts for the year have
been closed and audited.

In my last previous budget ten months ago
I forecast revenues for the fiscal year ended
March 31 at $5,7765 million. Our current
estimate is $5,772 million, an increase of $7
million, within one eighth of one per cent of
the forecast. Expenditures which were fore-
cast at $6,415 million have turned out to be
$6,563 million, an increase of $148 million,
or 2} per cent More than four fifths of th1s
excess is due, however, to events and policy
deécisions which could not have been foreseen
when the earlier budget was presented. There
has been an increase of $40 million in defence
expenditures resulting from policy decisions
made and announced at the time of the Berlin )
crisis last August, and the abnormally low
crop yields on the prairies required an in-
crease of $40 million in statutory disburse-
ments under "the Prairie Farm Assistance
Act and resulted in the decision in this present
session to provide further payments of $42
million to western grain producers. Apart
from these three items expenditures for the
past year were about $25 million, or two fifths
of one per cent higher than originally forecast.



The budgetary deficit for the year just
ended is thus $791 million, or $141 million
greater than last June’s estimate, due to the
cost of the unforeseen.events to which I
have just referred. Thése addltlonal costs
received the unanimotils approval’ of‘the house
except perhaps for certain hon. members who

argued that they should have been consider-,:

ably greater.

Our non-budgetary receipts and disburse-
ments have differed con51derab1y “from. the
figures I put forward in June, but it will be

recalled that my June budget statement ex-
plicitly excluded any forecast of unpredictable*

changes in the exchange fund. Last June I

expected an over-all cash requirement of $980.. .
million. It now appears that our over-all cash’’

deficit has been only $479 million. This reduc-
tion of $500 million in our cash requirements
is largely the result of repayments of more
than $240 million from earlier advances to

the exchange fund, a reduction of about $40

million in thé advances anticipated under the
National Housing Act due to market sales by
Central Mortgage and Housing Corporation
of over $40 million of existing mortgages,.a
decrease in loans to Canadjan National Rail-
ways of some $40 million, and the repayment

of $67 million of advances to the unemploy-.

ment insurance commission. As a result of the
reorganization of the unemployment insurance
fund to which I referred last June we have
replaced cash advances to the unemploy-
ment insurance commission by the purchase
of its former portfolio and by redemptions
from its holdings of non-marketable bonds.

In conformity with the Old Age Security
Act I should also report to the house the
current position of the old age security fund.
Details of this are set forth on pages 86 and
87 of the white paper. In brief, the revenues
of .the fund under the statute for the past
year have been $649 million, the pension pay-
ments including the .increase to $65 a month
effective February 1, 1962, have totalled $625
million resulting in a surplus for the year of
$24 million. There was, however, an outstand-
ing loan to the fund by the Minister of
Finance of $17 million a year ago. This was
repaid, leaving a surplus of $7 million.

For the new fiscal year, 1962-63, total
benefit payments under the Old Age Security
Act will be about $736 million, revenues under
the act will be about $672 million which will
result in a deficit for the year of $64 million
and an accumulated deficit of $57 million.
We shall be giving this subject further con-
sideration in the light of future policy de-
cisions regarding social welfare pension plans
following the present consultation with the
provinces as to a constitutional amendment to
permit parliament to legislate a contributory

[Mr. Fleming (Eglinton).]

plan with survivors’ benefits. Studies in rela-
tion to portability of pensions also are being
actlvely pursued

ECONOMIC REVIEW

It is a source of satisfaction to be able to
report to the house, first, that the Canadian’
sconomy is experiencing healthy expansion;
second, that this expansion is considerably

more rapid than in the last similar period
and-- that our international trade and pay-

ments are in better balance than they have
been for many years; third, that measures

‘tdken- by “'this government are contributing

constructively and decisively to these devel-
opments;, and fourth, that given continuation

‘and adaptatlon of these measures this new

fiscal year, we have good reason to expect
substantial further economic growth and pros-
perity.

The increase in levels of economlc activity
during the course of 1961 has indeed been im-
pressive. The gross national ‘product, ex-
pressed at annual rates, increased from the
first quarter of the year to the fourth quarter
by $2.4 billion, a gain of 7 per cent. From
March to December 1961, the index of indus-
trial output rose by more than 9 per cent. By
the year end it was nearly 5 per cent higher
than-it had ever been before. Particularly
sharp increases were achieved in the output
of certain types of heavy industry. For ex-
ample, production of steel ingots in 1961
was 12 per cent greater than in 1960, and
reached a record high of almost 63 million
tons. Over the past five years output of
this basic product has increased by 23
per cent, and the capacity of the entire
industry has been expanded, broadened and
diversified. Today this industry is meeting
more of our domestic needs. In 1956 Canadian
producers supplied 70 per cent of our steel
requirements; since then this proportion has
risen to approximately 80 per cent. A wide
range of primary and secondary steel products
previously supplied from abroad, such as
heavy steel shapes and large diameter pipe, is
now being produced in Canadian mills. Our
exports of steel products have also been higher.
This is but one example of the many indus-
tries in Canada which have been progressing
and _developing notwithstanding the chang-
ing world economic environment.

Mining output, too, has reached new peaks,
rising sharply in the course of the past year.
The largest increases have been in the pro-
duction of nickel, asbestos, natural gas and
petroleum.

Exports of Canadlan goods rose sharply in
1961, and in the fourth quarter of 1961 reached
a level of $6,256 million, seasonally adjusted
at annual rates, 19 per cent above the level

:‘achieved in the fourth quarter of 1960. The



house is well aware of the success which has
crowned our efforts to expand  sales of agri-
cultural products, especially wheat. But the
house .may not be fully aware of the substan-
tial increases which have taken place in
sales abroad of other Canadian.products such
as livestock, cotton textiles, industrial ma-
chinery, electrical apparatus, petroleum,
nickel, basic plastics, asbestos and chemicals.
The increases in the exports of these prod-
ucts in 1961 over 1960 have exceeded $150
million.,

In response to the quickened tempo of eco-
nomic activity in 1961, employment increased
substantially. In 1960, when all of the gain
in employment took place in the service in-
dustries, women accounted for most of the
increase, ‘but in 1961 increased employment
in manufacturing was particularly significant
and it involved a substantial growth in male
employment.. In February 1962 there were
196,000 more people employed in Canada
than a year earlier, and of these 164,000 were
men. Accordingly there was a significant drop
in the rate of unemployment, particularly
among men.

- Largely as a result of this increase in
employment labour income increased mark-
edly during 1961. Over the eight months -from
April to December 1961, the increase in
Jabour income equalled that of the 15 preced-
ing months. Business profits increased sharply
as well, and by the fourth quarter of 1961
had reached a new peak of $3.8 billion,: 4
per cent higher than ever before.

Increased incomes encouraged 1ncrea‘sed
consumer spending which rose by over $800
million during 1961. By the end of 1961, the
level of consumer spending was nearly 8 per
cent higher than it -had been at the prekus
peak of business activity.

This acceleration in the tempo of our
economy is highly gratifying. The rate of
expansion during the last nine months of
1961 was more rapid than in comparable
stages of the preceding cyclical advance in
1958.- During the first nine months of the
previous expansion the volume of non-farm
output increased by only about 3 per cent.
During the first nine months of the present
‘expansion, the increase has been almost 5 per
cent. The expansion which we have enjoyed
in 1961 has already taken the volume of
non-farm output to a level 4. per cent higher
than the previous peak. By a similar point
in the previous expansion the volume of
non-farm output was about 1} per cent above
its previous peak.

All too often in the past a resurgence in
economic activity has been accompanied by
substantial - increase in prices. Happily, this
has not been our experience in 1961. During
the ' last nine months of 1961 the consumer

price index increased by only half of 1 per
cent, while in the comparable period of the
previous advance it went up by 1% per cent.
Having in mind our very proper concern
over the dangers: of inflation I am sure
the house and the people of Canada will
welcome such: striking evidence of price
stability.

A little earlier, Mr. Speaker, I outlined
the substantial growth in exports which was
achieved in 1961. Imports of goods increased
in 1961 by 3 per cent amounting to $5,717
million .with most of the increase occurring
in the later months of the year. A sub-
stantial increase in imports is quite normal
during a business upturn. But contrary to
previous experience, exports have increased
much more rapidly than imports. As a result
we were able to achieve a sizeable trading
surplus on merchandise account totalling
$179 million. This is the first favourable
balance of trade of any consequence that this
country has achieved in the last ten years
and is in contrast to a record deficit on
merchandise account of $728 million in 1956.
This improvement in our trade position was
more than sufficient to offset an.increase in
our deficit on non-merchandlse account. Con-
sequently the total .current account deficit

in .the balance of payments was reduced to

$989 million in 1961. This represents a 19
per cent reduction from the deficit in 1960
and a 28 per cent reduction from the deficit
in 1956. In fact the deficit in 1961 was the
lowest since 1955, -

The growth of our economy in recent years
has revealed itself.in a number. of other ways
besides the improvement in our balance of
payments. In fact, Mr. Speaker, key economic
statistics adjusted for normal seasonal trends
show that our. record is better thar that of
either of our major..trading partners, Great
Britain and the. United States. From 1957 to
the end of 1961 industrial. productmn in the
United States went up by 15 per cent, while
in Great Britain it increased by 12 per cent;
in Canada it grew by more than 16 per cent.
During this same period total British exports
rose less than 8 per cent and total Umted
States exports. less than 6 per cent; Canadian
exports in the same period surged forward
by more than 30 per cent. Employment in
both Great Britain and the United States in-
creased by about 3 per cent; employment in
Canada grew by almost 8 per cent. At the
same time prices increased less in Canada
than in either Great Britain or the United
States. .

This marked improvement in our economic
situation has not happened by chance. In my
budget speech last June I said that the cycli-
cal recovery which was beginning to appear



at that time was likely to be weak and un-
satisfactory unless there was some positive
government stimulus. I affirmed that an ap-
propriate blending of fiscal, financial and com-
mercial policies was required to impart an
impetus to the economy, to employ unused
productive capacity, to stimulate growth, to
increase trade and thus to expand employ-
ment opportunities for our people. Since then
we have witnessed a major expansion. The
vigour of the expansion that has occurred
is due in no small measure to the blend of
sound, strong policies we have introduced.
While many of these policies have been di-
rected towards particular situations of a
specific nature, they have been part of a co-
herent and co-ordinated approach to the
broad objective of improving the perform-
ance of the Canadian economy in both the
short run and the long run.

In the short run we had as our objective
the expansion of domestic demand to take up
the slack in the productive resources of the
country. To this end we planned and incurred
a substantial fiscal deficit. As I explained
to the house in my last budget speech, by
means of such a deficit the government places
in the hands of the public more purchasing
power than it draws from it. The increased
demand thus generated encourages higher
levels of production and employment.

A deficit appropriate in size to economic
circumstances such as we have confronted
may result from a variety of fiscal measures.
Tax cuts, increases in direct expenditures by
‘the government on goods and services, and
increases in transfer payments to persons or
to other levels of government, may be used
singly or in combination. This government
has, as you know, made significant tax cuts
in order to stimulate consumer demand. Gen-
erally speaking there have been only moderate
increases in total direct government expendi-
tures on goods and services. Total expendi-
tures on goods and services by the federal
government have been a smaller proportion
of gross national expenditure in 1961 than
they were in 1956. Our most important con-
tribution to the expansion of purchasing
power, demand and economic growth,

. throughout the length and breadth of the
country has been through increases in wel-
fare payments and in transfer payments to
provinces and municipalities. We have greatly
increased payments to meet the needs of old
persons, of veterans, of the unemployed. We
have consistently chosen to augment the in-
comes of these people. We have also provided
large sums of money for the income main-
tenance of both farmers and fishermen. Simi-
larly, this government has greatly aided pro-
vincial and municipal governments in finding

[Mr. Fleming (Eglinton).]

the funds to provide adequate services in their
areas of responsibility. Consequently we have
given priority to their needs over increases in
our own direct federal expenditures. Pay-
ments out of the federal treasury to individ-
uals increased by 65 per cent from 1,224
million in 1956 to 2,014 million in 1961, Pay-
ments out of the federal treasury to provincial
and municipal governments rose over 130 per
cent from 485 million in 1956 to 1,123 million
in 1961. These increased payments provided
a significant stimulus to the whole economy
as well as enormous assistance to the other
two levels of government in this country.

The stimulation of demand is a desirable
objective when there are pools of unused
productive resources in the country. But in
the long run more is required than mere
expansion of demand. People must steadily
become more skilled and versatile in order to
compete in this increasingly complex world
of technological revolution. And they must
have at their disposal modern plants- and
equipment, efficient transportation, abundant
fuel and power, all provided at reasonable
cost. Our policies have been designed to meet
these requirements. In co-operation with the
provinces we have encouraged and heavily
financed basic and advanced training in tech-
nical and vocational schools. We have greatly
increased our financial assistance to universi-
ties in support of higher education for a
greater proportion of our young people. During
the fiscal year ended March 31 we have spent
on these programs alone about $80 million,
four times more than was spent five years ago.
As already announced, we shall be adding
substantially to these contributions in the new
fiscal year. .

Parallel to this policy of improving the
technical skills of our people, we have en-
couraged the modernization and diversification
of our industry. Special capital cost allowances
for re-equipment and modernization and
double depreciation allowances for products
new to Canada or new to designated areas
of surplus manpower were introduced in the
last two budgets to stimulate expenditures on
plant and equipment. The establishment of a
productivity council and the introduction last
year of special incentives to private research
are improving the output of Canadian in-
dustry. Later this evening I shall be making
further proposals to stimulate technological
research and development.

The government has pursued a vigorous
policy of developing Canadian resources in
all parts of the country. The national oil policy
has, by providing markets for oil at home
and abroad, brought about a substantial in-
crease in production of this important source
of energy. In recent weeks we have taken the



initiative in exploring in co-operation with
the provinces the technological problems of
long-distance, high voltage transmission sys-
tems for electric power.

The establishment of a new federal Depart-
ment of Forestry reflects the interest of the
government in this valuable Canadian re-
source and its determination to help in en-
suring that Canadians will benefit to the
maximum extent possible from the future
growth of world markets in wood and wood
products. Action has been taken to push the
frontiers northward and to improve the op-
portunities for exploiting the riches, partic-
ularly the mineral resources, in our more
remote areas. The roads to resources program
and the recent legislation for the construction
of the Pine Point, Gaspe and northern
Manitoba-Optic lake railways are striking
examples of the government’s vigorous effort
in this field.

In addition to these and many other projects
which are already under way, the government
has taken action which holds the promise that
an extensive but well-balanced program for
the development of Canadian resources will
continue apace in the future. In October of
last year, the resources for tomorrow con-
ference held in Montreal provided a unique
opportunity for an intensive survey and study
of the potential for Canadian development of
‘renewable resources. The benefits from this
broad assessment of opportunities and chal-
lenges will be felt increasingly in years to
come as Canadians bend fo the task of manag-
ing our land, water and forest resources. As
a first step in the government’s comprehensive
approach, the Agricultural Rehabilitation and
Development Act was designed to make the
most effective use of our land, to raise the
productivity of our agricultural resources, and
to provide for rural adjustment and better
income opportunities in rural areas.

Measures related to the functioning of our
capital markets have assisted Canadian busi-
ness to find from domestic sources the capital
necessary o expand both production and ex-
ports. The wide expansion of activities by the
Industrial Development Bank is now providing
capital to small and medium sized business at
the rate of $100 million a year. In the 1957
fiscal year the bank approved 401 loans total-
ling $30 million; in the 1961 fiscal year the
bank approved 1,364 loans amounting to $71
million. In the past three years ten new
branches have been opened and the bank now
has 16 regional offices doing business across
the country. The new policy of guaranteeing
term loans to small businesses by the chartered
banks is rapidly achieving results. Export
" Credits Insurance Corporation has experienced
a fourfold expansion of business over the past

few years. These are some of the results that
testify to the vigour of the government’s
measures.

In addition, improvements in the field of
debt management, combined with a policy of
monetary expansion pursued by the Bank of
Canada, have improved our capital markets.
In spite of a large increase in the total
demands on our capital markets last year,
and in spite of a reduction in the inflow of
foreign capital to supplement our own finan-
cial resources, interest rates in this couniry
are now lower than they were a year ago.
The spread between interest rates in Canada
and those in the United States has narrowed.
Consequently the incentive to capital inflows
has been considerably reduced. Later this
evening I shall discuss in some detail our
exchange rate policy and the beneficial results
it is achieving. At this point I shall say only
that, largely as a result of the reduction in
the external value of the Canadian dollar,
prices of Canadian goods are more competi-
tive at home and abroad, and Canadian pro-
duction is.being effectively stimulated.

In connection with these financial develop-
ments I should like to express my warm
appreciation of the assistance I have received
from the Bank of -Canada. At the time of
Mr. Rasminsky’s appointment as governor last
July he and I, in separate statements, agreed
that a judicious and co-ordinated combination
of monetary, fiscal and debt - management
policies was needed for the promotion of na-
tional economic growth and close consultation
in order to achieve that co-ordination of
policies. Since ‘his appointment the governor
and I have held regular meetings at least
once a week, and I have profited greatly from
our exchange of views and information.

Let me turn to the future, Mr. Speaker.
Recent economic developments have been en-
couraging, but we must not be complacent.
We still have unused capacity in our industry;
seasonally adjusted unemployment fell from
7.8 per cent in February 1961 to 6.0 per cent
in February 1962, but this gratifying reduc-
tion must be carried much further; and our
balance of payments position needs to be still
further improved. The economic upswing
which we are enjoying is strong, but we must
not be content to assume that it will auto-
matically carry forward to the point where
our productive capacity is fully utilized. The
co-ordinated policies announced last summer
were good and our resulting progress has been
vigorous. However, that progress has not yet
reached a point where a fundamental change .
in approach is required, we must be careful
to avoid a premature dampening down of the
upswing which is under way. Fiscal policy
must continue to provide stimulus to the



economy and further specifi¢c measures must
be -introduced to.improve the quality and
quantity of our industrial output, thereby
stimulating employment and income. There
are matters to which I shall return a little
later.

The momentum of the upswing now under

way, reinforced by the measures already in-
troduced and by others to be announced to-
night, will carry the level of economic activity
in Canada to record heights. Assuming normal
crops and no unforeseen adverse events, I
expect that the growth in gross national prod-
uct from 1961 to 1962 will be about 7 per
cent. An increase of this magnitude has been
exceeded only twice in the last ten years.
- Mr. Speaker, I had expected at this point
to say something at length on the subject of
international economic developments, but
unless the house is prepared to extend the
time .of this evening’s sitting there will not
‘be time for that chapter.

[Editor’s mnote: See Appendix “A” on
page -33.]-

- MANAGEMENT OF THE PUBLIC DEBT

During the present fiscal year we have
introduced ‘a number of significant changes
in the management of the public debt which
have lent strength and stability to the bond
market. The fluctuations in market yields of
government securities have been quite moder-
ate, 'the trend of interest rates has been
downward and the differential between yields
on United States and Canadian government
securities has been substantially narrowed.
The results have been very beneficial to the
Canadian economy.

In the past twelve months total sales of
new issues: of government bonds have
amounted to $3,451 million, of which $2,233
million were market issues and $1,218 million
were non-market issues, mostly Canada sav-
ings bonds. On the other hand $549 million
of market bonds matured and were paid off,
$883 million were retired by advance re-
funding, $486 million were acquired and can-
celled prior to maturity, and $676 million of
non-market bonds were encashed. The net
result is that the outstanding amount of
market bonds increased by $315 million and
of non-market bonds by $542 million. Mr.
Speaker, the table which I should ask leave
to have printed in Hansard at this point con-
tains the more detailed statistics of these
issues and retirements.

Mr, Si:eaker: Has the minister leave
to incorporate the table just referred to at
this point in his speech?

Some hon. Members: Agreed.

[Mr. Fleming (Eglinton).]

[Editor’s note: The table referred to above
is as follows:]
TaBLE 1
Bond Issues—Fiscal Year 1961-62
(in millions of dollars)
Market Bonds

New issues ........... 2,233
less: Matured ...... L... 549
Advance Refundings .. 883

Purchased and Cancel-
led prior to maturity 486 1,918

Net increase ...... ’ 315

Non-Market Bonds
Sold to Unemployment
Insurance Commis-
£ T ) o AN S 162 .
Canada Savings Bonds 1,056 1,218

less: Redemptions
Unemployment Insurance
Commission ....... . 109
Canada Savings Bonds 567 676

Nét Increase ..... . ) 542

" Total Increase -........ o 857

Mr. Speaker: Having regard to past experi-
ence there may be other tables, and there
might be an economy of time if the house
would concur now-in the incorporation of
such other tables as the minister may intro-
duce. Agreed? -

"Mr. Chevrier: No, Mr. Speaker, I think we
should see these tables. :

:Some,hor_l. Members: Oh, oh. -
Some hon. Members: Shame.

Mr. Fleming (Eglinton): Let me say very
simply, Mr. Speaker, that -in the matter of
economy of time the speech I have prepared,
as I have indicated, could not be completed
unless the house were prepared to extend the
time of sitting, as I wish to make it a firm
rule that there should be a reasonable time

left .foxj reply by the opposition tonight.

- Hon. L. B. Pearson (Leader of the
Opposition): On that point, Mr. Speaker, the
minister will know that we have already
agreed to the extension of his time on this
subject. When we talk about tables not being
printed automatically in Hansard, of course
if they are long tables they should go in, but
if they are short ones naturally the minister
would like to read them.

Mr. H. W. Herridge (Kootenay West): Mr.
Speaker, I would just like to say on behalf
of this group that we will agree to the min-
ister’s time being extended provided he agrees

on behalf of the government to permit this



budget debate to be continued tomorrow, and

continued without interruption for six-days:

as provided by the rules.
Some hon. Members: Oh, oh.

Mr. Fleming (Eglinton): In my budget
speech last June I said that in order to avoid
congestion in the long-term bond market we
would for at least several months confine new
federal issues to short-term bonds. During
the past nine months we have issued no long-
term bonds; $375 million ranging in term
from 5% to 6 years were placed directly with
the Bank of Canada, and the terms of all
other market issues in no case exceeded 3%
years. This policy of not issuing long-term
bonds has rendered important assistance to
the provinces and municipalities and to cor-
porations in meeting their long-term capital
requirements, We intend to continue a debt
management program that will promote a
sound and orderly investment market and
investor confidence.

As announced in the June budget, we pur-
chased last September at their book value
all bonds held in the unemployment insur-
ance fund and out of these proceeds, plus its
net revenues in October and November, the
unemployment insurance commission repaid
- to the treasury the $67 million of cash ad-
vances previously made to the fund and
purchased $162 million of non-marketable
bonds redeemable at par at any time on 30
days’ notice. Of these non-marketable bonds
$109 million have since been encashed.

The June budget also announced that we
would establish a purchase fund to provide
for the orderly retirement of government
debt and at the same time contribute to the
stability of the longer-term bond market. The
initial amount made available to the purchase
fund was $100 million, and in September
the house was informed that we would not
limit our purchase fund operations to this
amount. To date the purchase fund has ac-
quired $166 million par value of long term
bonds in the market at a cost of $157 million,
and all these bonds have been cancelled. I
propose to continue to operate the purchase
fund during the coming year.

I should like to refer to the increasing
popularity and effectiveness of our Canadian
savings bond issues. In recent years indi-
viduals of moderate incomes have shown in-
creasing interest in investing a substantial
amount of their savings in Canada savings
bonds. At the end of 1957 the outstanding
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amount of Canada savings bonds was $2,649
million, which was about $100 million greater
than a year earlier. During 1958 the holdings
of Canada savings bonds increased by $250
million, in 1959 by $300 million, in 1960 by
almost $400 million and in 1961 by nearly
$500 million. The total holdings of Canada
savings bonds on December 31, 1961 was
$4,080 million, a net increase of $1,539 million
in five years.

Interest rates on government securities have
declined during the past year. The average
interest rate on three month treasury bills
during March, 1962 was 3.09 per cent, or one
eighth per cent below the rate in March, 1961.
Between the same periods the yields on two
to ten year bonds have dropped by about
three quarter per cent, and on over ten year
bonds by one quarter to one half per-cent.
Of even greater significance has been the
narrowing of the spread between interest
yields on United States and Canadian govern=-
ment issues. The spread between average
Canadian and American treasury bill yields
during March, 1961 was 0.83 per cent, during
the past month it has been 0.36 per cent. In
the long term bond area the spread during

‘the first half of 1961 was between 1.25 and

1.40 per cent; from July to September the
spread was around 1.00 per cent and during
the past month it has averaged 0.89 per cent.

The total net government debt is now $13.2
billion. This amounts to $712 per capita as
compared with $685 a year ago, $701 in 1956
and $774 in 1952, As a percentage of gross
national product our net debt now stands

at 35.9 per cent as compared with 34.6 per

cent a year ago, 41.6 per cent in 1956 and
52.8 per cent in 1952,

The net interest cost of our net debt in the
current year has been 3.77 per cent, a decline
from 3.80 per cent a year ago and 4.10 per
cent two years ago. The average term of our
outstanding debt, excluding Canada savings
bonds and perpetuals, was 8.3 years on De-
cember 31, 1961. In 1960 it was 2.4 years, in
1956 6.6 years and in 1952 6.8 years.

Mr. Speaker, may I insert here in Hansard
three tables showing details of the figures in
regard to debt.

Mr. Speaker: Does the house agree to the
insertion of these tables?

Some hon. Members: Agreed.

[Editor’s note: The tables referred to above

are as follows:] ,
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TasLE 2

GOVERNMENT OF CANADA
Gross and net direct debt

Net Debt
. Funded Total Per As per cen
. Debt Debt Net Debt Capita of G.N.P.
(billion $) (billion $§) (billion $) $
March 31—
19652, o 14.7 17.3 11.2 774 52.8
1053, oo 14.8 17.9 11.2 752 46.5
1964, ... 14.6 17.9 11.1 727 44 .4
1955, oo 14.5 18.0 11.3 717 45.3
1966, ... 15.4 19.1 11.3 701 41.6
1957, 14.4 18.3 11.0 664 36.0
1958 .. 14.2 18.4 11.0 648 34.6
1959, .., 15.6 20.2 11.7 669 35.5
1960. ..o 15.9 21.0 12.1 679 34.7
1961, .. 16.1 21.6 12.4 685 34.6
1962, .. i 16.9 22.9 13.2 712 35.9
TaBLE 3
GOVERNMENT OF CANADA
Interest Cost of Gross and Net Direct Debt
Interest Net Interest
- paid on Return on Net as p.c. of
Year ending March 31 Total Debt Investments Interest Net Debt
(millions $) (millions $) (millions $)
1952, ... L 432 123 309 2.77
1953, .. 451 126 325 2.92
1954, o, 476 152 324 2.91
1965, .. o 478 134 344 . 3.05
1956, . ..o 493 149 344 3.04
1957 520 207 313 2.85
1958, 539 169 370 3.35
1969, ... 606 221 385 3.30
1960, ..o 735 239 - 496 4.10
1961, .. o 757 284 473 3.80
1002, 804 305 499 3.77
TABLE 4
GOVERNMENT OF CANADA
Maturity and Distribution of Direct and Guaranteed Debt
Amount of Debt held by
Average P.C.
December 31 term Government, General held by
of debt* Banks accounts Public Gen. Bublic
Years ($ millions)
1962 ... 6.8 5,176 -1,102 8,909 58.7
1963, ..o, 6.2 5,184 1,314 9,139 58.4
1954, .o 7.2 5,033 1,204 8,629 55.8
1955, oo 6.3 5,540 1,491 8,969 56.1
1956, ..o 6.6 4,950 1,518 8,766 57.5
1957 6.0 5,105 : 1,367 8,693 57.3
1968, 10.3 6,190 1,258 8,968 54.6
1959, ... 9.5 5,487 923 10,725 62.6
1960. ... .o 9.4 5,801 866 11,080 62.4
1961, ... 8.3 6,669 644 11,323 60.8

* Excluding Canada Savings Bonds and Perpetuals

[Mr. Speaker.]
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Mr. Fleming (Eglinion): I continue:

EXCHANGE RATE AND EXCHANGE FUND

At this point it is appropriate to review
government policy towards the exchange rate
against the background of our balance of
international payments.and our relations with
the International Monetary Fund.

Canada’s international economic relations
are, I believe, more complex and, in relation
to our size, more extensive and pervasive
than those of any other country. I have in
mind such facts as these. On a per capita
basis Canada’s trade is the highest among
the major trading nations of the world; we
have been heavy importers of capital from
abroad, which has involved us in a network
of international associations and transactions
that is unique; and finally, we are geograph-
ically very close to, and financially closely
linked with, the world’s largest and most
active capital market—New York.

Because of such factors as these our inter-
national financial relations have, throughout
our history, presented special problems and
special challenges. Canada might be regarded
as a classic example of a country for which,
because of the diversity of our international
interests and obligations, it is extremely
difficult to devise and pursue an exchange
rate policy that may be regarded as com-
pletely satisfactory from every point of view,

In this connection it is relevant to recall
actual Canadian experience over the past
forty years. During that time, and apart
from the period of wartime controls from
1939 to 1950 there were only about half a
dozen vears during which the Canadian dollar
was securely and effectively fixed in value
despite international efforts to introduce
general exchange rate stability. Going back
to the inter-war period, it will be recalled
that Britain led the world back to a gold
standard regime of fixed exchange rates in
1925. It was less than four years after that
when, as a result of an outflow of capital to
the great stock market boom in New York,
the .Canadian dollar was driven below the
maximum discount under the gold standard
rules. After Britain and other countries were
driven off the gold standard in 1931, the
Canadian dollar floated rather unsteadily and
unevenly between sterling and the U.S. doilar.
Many hon. members will recall that, in
December 1931, Canadians had to pay a
premium exceeding 20 per cent on the United
States dollar, while we could buy sterling at
a discount of about the same amount. With
the outbreak of war, in September 1939,
major currencies including the Canadian
dollar were brought under control and stabi-
lized.
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During the war period from 1939 to 1945
the Canadian exchange rate was fixed at a
level 10 per cent below the U.S. dollar.
This period was, however, exceptional not
only for Canada, but for other countries. "
In Canada, as elsewhere, the stability of our
currency in relation to other -currencies
required the support of. a complex system
of foreign exchange controls and import con-
trols as well, -

During the next five years, from 1945 to
1950, Canada continued to pursue a policy of
fixing its exchange rate but it could hardly
be claimed that this policy was an unqualified
success. In the first place, the system of
foreign exchange controls was continued and
for part of the period a system of import
controls was also needed. In the second place,
while the official rate was at no time during
those years allowed to fluctuate on the basis
of market forces, there was, during much
of the period, an “outside” or “unofficial”
market, available to investors and tourists
abroad, where a fluctuating rate acted as a
sort of safety valve in relation to controlled
dealings at the official rate. In the third place,
it was found necessary during that period to
alter the official exchange rate on no fewer
than three occasions. In 1946 the govern-
ment of the day removed the 10 per cent
premium that had been established on the
United States dollar at the outbreak of war;
in 1949 it restored the premium of 10 per
cent on the U.S. dollar at the same time that
Britain and certain other countries depreciated
the value of their currencies by 30 per cent;
in 1950 the government of the day found it-
self unable to counteract the inflationary
impact of a rapid inflow of capital, based in
part on the conviction in tany quarters that
the rate chosen by the government in 1949
was proving too low, and the Canadian ex-
change rate was allowed to float free, to
find its own level. Within two years, the
last vestige of foreign exchange control was
abolished.

Continuously since 1950 the Canadian ex-'
change rate has been basically determined
by the market forces of supply and demand,
as represented in our international transac-
tions on current and capital account. It should
be noted that throughout this period the
Canadian . exchange rate has in fact been
much more stable than it was during the
preceding five years. Since 1950 the govern-
ment, using the exchange fund which was set
up in 1935, has operated to restrain and
smooth out the more rapid movements of
the rate in one direction or the other. At no
time, throughout the whole period, have the
resources of the exchange fund been used
aggressively, to push the exchange rate in
one direction or the other against market
forces.
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In my last. budget speech, on June 20,
1961, I expressed the desire of the govern-
ment to see the Canadian dollar move to a
lower level as a means of stimulating
Canadian production and employment and
of lessening our very heavy international
deficit. In some quarters my statement was
misinterpreted to mean that we were embark-
ing on an aggressive policy in- the market
designed to drive our exchange rate down.
This, as eventss made clear, was not the
case. Actually, as I explained last June and
previously, the essential means by which
the exchange rate was to be moved to a
lower level was to lessen upward pressures
that had been exerted by the inflow of
certain types of capital.

In this regard our efforts have been
successful; I refer ih particular to the various
actions announced in the budget last June
in the field of interest rates, international
interest spreads, and debt management, to
the measures taken in the interim budget
of December 1960 to eliminate  special in-

centives to capital imports, and to the warning

which I issued in my budget of March 31,
1960 regarding the risks associated with
capital imports. As a result of the removal
of excessive pressures, the exchange value of
our dollar fell to a lower level after my
last budget, and since that time its fluctua-
tions have been relatively narrow. This
movement, combined with the other move-
ments which followed my two earlier budgets,
has relieved Canadian producers of a com-
petitive handicap in markets both at home
and abroad.

At the same time—and despite certain
pessimistie predictions uttered both inside and
outside this house—the Canadian cost of
living has remained remarkably stable. The
confidence of the government that, in the
prevailing economic circumstances, a signif-
icant movement of the exchange rate could
take place without inflation has been fully
justified by events.

The government has not hesitated, and
will not hesitate in the future, to deploy a

substantial volume of funds, on one side of.

the market. or the other, in order to prevent
sudden or erratic movements in our ex-
change rate. In pursuit of this goal we made
substantial purchases of United States dol-
lars in the autumn, and we made substantial
sales in the early part of this year. The
total of our official reserves of gold and
United States- dollars has risen and fallen
by several hundred million dollars. There
may well be similar movements in the
future; from time to time our cumulative
purchases will no doubt substantially exceed
our cumulative sales, and vice versa. It may
[Mr. Fleming (Eglinton).]

be of interest - to the house to know that
since my supplementary budget of December
1960, the published figures show that our
market sales and purchases have come within
$70 million of balancing each other.

The changed level of the exchange rate
has unquestionably been an important factor
contributing to the improvement of our in-
ternational current account during 1961, in-
cluding the emergence of a favourable trade
balance after nearly a decade of deficits. In
this situation we can take satisfaction; but
it would be a mistake to allow satisfaction
to develop into over-confidence. Unquestion-
ably, with the changed exchange rate, our
imports have risen less in physical volume,
and our exports have risen more, than they
would otherwise have done. Unquestionably,
the lower exchange rate has yet to exert
its full effect on our trade balance, our
balance of tourist expenditures, and other
items in our current balance of payments.
Nevertheless our overall current deficit is
larger than it ought to be, even during the
upswing of the business cycle. This must
remain a matter of concern. And in. this
context I would renew my appeal to all
Canadians, to management and to labour, to
keep Canada competitive; to work together
in a spirit of partnership;. to.hold costs down;
to develop our skills and improve our tech-
nology; to meet foreign competition at home
and abroad with efficient and well designed
products of our own manufacture; and to
persevere in the drive to expand exports.
It is in these fields that the continued reduc-
tion of our balance of payment deficits must
be sought.

In order to complete this review of the
exchange rate and the balance of payments,
Mr. Speaker, I should add a few words in
regard to the International Monetary Fund
and our relations with it. Canada was a
founding member of the fund. The Canadian
delegation to the Bretton Woods conference
in 1944 played an effective and influential
part and, ever since the fund opened for
business in 1946, Canada has been an active
participant and vigorous supporter. Any
country with such widespread and diverse
international interests as Canada must, in
pursuit of its national objectives, support an
organization dedicated to expansion of trade
and payments on a multilateral basis, and .
elimination of restrictions.

It was in 1950, as I have already explained
that the Canadian government found itself
unable to comply with article IV of the
fund agreement under which members are
required to maintain fixed exchange rates,
subject only to alteration in consultation with .
the fund if a fundamental disequilibrium
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develops. At that time when Canada moved
from a fixed to a floating exchange rate,
and from time to time thereafter, the hope
has been expressed by the fund authorities
that Canada might find it practicable to
rejoin the ranks of those that are in full
conformity with this particular article. As
was ‘'to be expected, this view K has been
reiterated in our most recent consultations
with the fund.

At the same time, it has always been
récognized, in recent fund discussions as in
earlier ones, that Canada’s international
economic relations are very complex. The
fund is fully aware of the nature of our
official operations in the exchange market:
that we have responded to and moderated
market pressures and that no actions prej-
udicial to the interest of other countries
have been taken. '

Moreover, we have played a very active
part in making resources available to the
fund. When there was a general increase
in contributions in 1959 we accepted a higher
proportion than most countries; when there
was a special call for credits to support
sterling last summer we promptly contributed
our share; when a new stand-by arrangement
for supplementary resources was announced

last January, again Canada was found amongst

the ten leading industrial countries which
participated.

Against such a background of general co-
operation, Mr. Speaker, the house will under-
stand why the fund, while naturally and
properly retaining the ultimate objective of
having Canada declare a fixed exchange rate,
has not been disposed to press us into any
hasty action which might prove to be pre-
mature or impossible to sustain. We on our
part would wish the prospects of success

to be more assured than they were when

the Canadian government made its ill-starred
attempts to maintain fixed rates during the
years from 1946 to 1950. -

DOMINION-PROVINCIAL RELATIONS

Mr. Speaker, I had hoped to make a state-
ment to the house concerning dominion-
provincial relations, but in view of the state-
ment which has been made with regard to
unwillingness to extend the hours of sitting
I shall have to forgo that and content myself
simply by saying that whereas when the
government took office—

[Editor’s

note: See Appendix “B” on
page 36.] .

Mr. Martin (Essex East): May I ask the
Minister of Finance if this document has been
given to the press?

Mr. Fleming (Eélinton): The usual arrange-
ments with respect to the press have been
observed—those which have been prevailing

‘for many years, long years before I came to

office as a minister of the crown, the same
arrangements as prevailed when the .hon.
member was.a minister. ’

Some hon. Members: Oh, -

Mr. Fleming (Eglinton): Whereas when this
government took office the provinces received
a tax rental equal to 10 per cent of the
federal income tax, this rental was raised to
13 per cent commencing in the fiscal year
1958-59. '

The new arrangements provide for a re-
duction in federal personal income tax of 16
per cent in the first year of the arrangements,
rising by 1 per cent each year to 20 per cent
in 1966-67. Thus the provinces without im-
posing any additional burden of taxation will
by the last year of the new arrangements be
receiving double the share they received
when this government took office in 19517,

At the same time the new system of fiscal
arrangements provides for a broader and
more realistic system of equalization. The
result of the new fiscal arrangements will
be to increase very substantially the con-
tributions to the provinces by way of un-
conditional grants or tax abatements. The
estimated value of these unconditional grants
and abatements to the provinces for 1962-63
is $980 million, an increase-of $122 million
g;er last year and of $428 million over 1956~

Although "'the increase in unconditional
grants to the provinces since 1956-57 has
been large, the increase in conditional grants
has been even more rapid. I should like at
this point to insert in Hansard a table show-
ing the amount of the federal contributions
to the provinces and certain payments to
institutions in the provinces for the fiscal
years 1956-57 to 1961-62 together with the
estimated amount for the years 1962-63. Table
5, Mr. Speaker.

Mr. Speaker: Has the minister leave?
Some hon. Members: Agreed. '

. [Editor’s note: The table above referred to
is as follows:]
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TABLE 5

Federal Contributions To or For the Benefit of the Provinces
(in millions of dollars)

1961-62  1962-63
pre- esti-
1956-57  1957-58  1958-50  1959-60 1960-61 liminary mated
A. Uncondltlonal Payments.
. Statutory subsidies................ 22.8 22.0 21.6 21.4 21.0 23.5 23.5
2. Tax Abatements (estimated)....... 157.3 275.6 275.1 313.8 307.7 313.0 715.9
3.-Taxrentals.................... ..., 213.9 249.0 279.7 288.7 312.6 —_
4. Equalization (including stabiliza 365.9
[A e ) P 1139.4 149.1 180.7 192.0 170.0 178.2
5. 50%, share of federal Estate Tax.... — — —_ — — - 13.3
6. 509 share of Income Tax on Power
Utilities........covoviiiin, 6.6 7.3 8.7 4.8 4.2 6.4 6.5
7. Atluntlc Provinces Adjustment
8 23 T — — 25.0 25.0 25.0 25.0 35.0
8. Newfoundland Additional Grant. . — — 13.6 7.3 7.7 8.0 8.0
Sub-total............cooiilln 552.6 658.2 742.1 832.7 846.3 858.5 980.4
B. Conditional Payments_

- 9. Agriculture. . ...t 0.9 1.0 1.9 6.7 3.8 5.1 4.2
10. Health........ooiiiiiinn, 36.4 34.6 45.9 46.0 47.9 48.9 49.2
11. Hospital Insurance................. — —_ 54.7 150.6 188.9 283.3 324.2
12, Welfare. .. .......coioiiiiiiiinne, 38.4 48.2 74.1 90.8 102.8 139.2 150.8
13. Vocational Training, ete............ 4.7 4.8 8.1 8.4 8.7 61.0 104.8
14. 'Highways and Transportation...... 26.9 50.9 53.7 56.8 54.2 42.2 50.2
15. Resource Development............. 2:7 4.3 8.7 15.3 17.9 24.0 23.1
16. Municipal Winter Works............ — . — .2 6.6 8.9 24.7 37.9
17. Other....oovvii e 1.0 1.0 1.1 1.6 2.4 3.7 4.8

Sub-total..............coh 111.0 144.8 248.4 382.8 435.5 632.1 749.2
C. Payments for the benefit of Provincial |
Institutions—
18. University grants (including net
value of abatement to Quebec).. . 16.0 16.6 25.5 26.1 26.7 27.2 37.0
19. Grants to Municipalities in lieu of
taxes on federal government prop- ‘
erty.. i 9.7 17.5 21.9 22.6 24.6 24.9 27.3
Sub- total ..................... 25.7 34.1 47.4 48.7 51.3 52.1 -, 64.3
Total.......coovvivnninnen 689.3 837.1 1,264.2 1,333.1 1,542.7 1,793.9

1,037.9

Mr. Fleming .(Eglinton): It will be seen
that the total of all these payments and
abatements, conditional and unconditional,
estimated at $1,794 million for 1962-63, more
than two and one half times as great as the
total of $689 million in 1956-57. Conditional
grants as estimated for 1962-63 at $749 million
are not far short of seven times the total of
$111 million for the fiscal year 1956-57.

This enormous increase in the contributions
to the provinces has assisted them directly
and ‘indirectly in the provision of essential
services and has placed them in a better
position to assist their municipalities. It has
greatly added to federal financial burdens-and
has given rise to federal budgetary deficits.

[Mr. Speaker.]

In fact, the cumulative increase in these con-
tributions to the provinces over the past five
years has been greater than the cumulative
budgetary deficits for that period by no less
than $376 million. I should like at this point
to place in Hansard a table which compares
the budgetary deficits of the dominion govern-
ment for the period 1957-58 to 1961-62 with
the increase in contributions to or for the
benefit of the provinces. Table 6, Mr. Speaker.

Mr. Speaker: Has the minister leave?
Some hon. Members: Agreed.

[Editor’s note: The table above referred to
is as follows:]
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. TABLE 6

'

Comparison of Federal Budget Deﬁclts with Increases in Contrlbutlons to the Provinces and
Certain Payments to Institutions in the Provinces from April'1, 1957

Budget Deficits

Contributions to Provinces

Cumulative Cumulative Increase

Increase Increase in Contributions to
over over Provinces
base year base year minus Cumulative
Year Annual Cumulative Annual 1956-57 1956-57 Budget Deficits

1956-57. .. oviii i — — 689.3 — — —
1957-58. ..o ii e 38.6 38.6 837.1 147.8 147.8 109.2
1958-569. ... ..o, 609.3 647.9 1,037.9 348.6 496.4 ~151.5
1959-60..................... 413.1 1,061.0 1,264.2 574.9 1,071.3 10.3
1960-61.........00vvunnnnn.. 340.4 1,401.4 1,333.1 643.8 1,715.1 313.7
1961-62..............c..oll. 791 2,192.4 1,542.7 ' 853.4 2,568.5 376.1

GOVERNMENT ACCOUNTS 1962-63

Mr. Fleming (Eglinton): I turn now to our
budget prospects for this new fiscal year.
The main estimates for 1962-63 which were
tabled on February 12 provide for authorized
expenditures of $6,276 million. Since the main
estimates were printed the government has
announced a number of important additional
spending programs., The largest single item
is the $110 million increase in old age security
benefits which, however, are non-budgetary
expenditures. Of the enlarged budgetary ex-
penditures the most important are increases of
$12 million in welfare payments to the elderly,
the blind and the disabled, of about $38
million in benefits and support to farmers,
and $70 million related to the extension of
the Freight Rates Reduction Act and the rec-
ommendation of the royal commission on
transportation. Further supplementaries will
have to include in due course the Canadian
National and the Trans-Canada Airlines def-
icits which are expected to exceed $50 mil-
lion, and also provision for a renewed winter
works program which is likely to cost not less
than $35 million. Other costs which are likely
to emerge, less probable lapsings, will bring
our total budgetary expenditures for 1962-63
to about $6,525 million. This, I am glad to
report, is $38 million less than in the year
just ended.

The shifts in the pattern of expenditures
over the past several years have been signifi-
cant and highly constructive. The increase in
controllable expenditures over the past four
years has been firmly restricted. But at the
same time many important development pro-
grams of expenditure have shown very large
increases. For example, in the coming year
we are providing $15.5 million for research
work in universities, compared with $3.9 mil-
lion five years ago; a fourfold increase. In
addition there will be grants in various areas
totalling $8 million specifically provided for

direct assistance in industrial research and
development, whereas five years ago such
provisions did not exist. We are providing
$105 million of assistance to technical and
vocational training as compared with only $5
million in 1957-58. Appropriations for the
development of the north will amount to $41
million, more than double the expenditure
of five years ago. The essential development
and expansion of air flight safety systems and
of efficient airports will cost $126 million in
1962-63 as compared with $68 million in 1957-
58. Again, the construction element of our
new penal reform program requires over $10
million in 1962-63 compared with less than
$1 million in 1957-58. We are providing $54
million, compared with $28 million in 1957-58,
for the care of Indians; $37 million, compared
with $16 million, for university grants; $51
million, compared with $38 mllhon for
general health- and hospital construction
grants; $50 million, compared with $35 mil-
lion, for the Colombo plan; $10 million for
assistance to ship constructmn, whereas no
such provision existed in 1957-58; and $17
million for the development and care of our
forest resources compared with $10 million
in 1957-58. Finally, about $206 million will
be provided in 1962-63 for the promotion of
agriculture, including the net budgetary cost
of the recently announced changes relating to
dairy products, compared with $129 million
in 1957-58. Last, but by no means least, in
the five years ending next March 31 the
federal government will have paid to the
brovinces and relieved all the families and in-
dividuals in Canada of their onerous hospital
and medical expenses to the extent of over
$1,000 million.

I am sure, Mr. Speaker, that hon. members
will agree that in the face of such necessary
and highly constructive increases the fact
that we have held our total controllable ex-
penditures to an average annual increase of
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approximately 4 per cent is quite a remark-
able achievement and reflects the policy

of rigorous examination and control by the.

treasury board of all items of expenditure.

I should like to add a further word on
the size of staff in the public service. Includ-
ing all civil servants, all prevailing rate and
casual employees, and all employees .of those
crown corporations whose. staffs’ are subject
to treasury board control, the rate of growth

in the number of employees in the public”

service during the past four years has been
less than half of what it was in the period
1952 to 1956. The numerical increase at De-
cember 31, 1956 over 1952 was 23,700, an in-
crease of 3% per cent per annum. From 1957
to 1961 the total increase has been 11,600 or
a growth of only 1} per cent per annum.

While the size of the public service has
been effectively controlled, conditions of serv-
ice have been .steadily improved. The new
Civil Service Act came into force on April
1. This legislation confers on staft associations
the right to be consulted on pay and condi-
tions of employment. It confers on civil serv-
ants the right of entitlement to pay and pro-
vides for appeals against administrative
actions and the creation of grievance proce-
dures. Since 1957-58 there have been two
major adjustments in salaries for all classes
of the public service amounting to 22 per
cent, and prevailing wages have, of course,
continued to be adjusted in accordance with
conditions in comparable trades and occupa-
tions in outside industry. A rotational pay re-
view system has been . developed which will
ensure a periodic examination of all classes.
Under this system, a third review of salaries
is in process with the results for the first
group recently announced.

During this period also significant changes
were made in the Public Service Superannu-
ation Act. to grant pensions on a six-year
rather than a ten-year average and a medical

[Mr. Fleming (Eglinton).]

insurance plan for public servants, their de-
pendants and members of the regular forces
and the Royal Canadian Mounted Police was

_put into effect. The governmernt as employer

pays 50 per cent of the premium cost of this
latter provision.

In other words, the improvement in effi-
ciency and economy in government adminis-
tration and conditions -of service since we
took office presents a'record of which parlia-
ment may be justly proud. o

On the revenue side we have made the
usual careful appraisal of economic trends
during the coming year and their effects upon
the inflow of budgetary revenues. On the basis
of the present tax structure and the economie
prospects to which I have already referred
I expect that our budgetary revenues in
1962-63 will be $5,830 million which is $58
million greater than in 1961-62. This estimate
reflects reductions of $307 million in tax rev-
enues due to the Federal-Provincial Fiscal
Arrangements Act of 1961 under which all
provinces are now imposing their own in-
come taxes. While we shall be acting as a
collecting agent for nine provinces in respect
of personal income taxes and eight provinces
in respect of corporation income taxes, the
provincial revenues that we collect will not
in any way appear in our budgetary ac-
counts. All the provinces are now imposing
these taxes at rates not less than, and in
several provinces at rates higher than our
scale of reductions. . -

May I here insert in Hansard a table
showing our actual revenues for 1960-61, our
estimated revenues for 1961-62 and our fore-
cast of revenues for 1962-63.

Table 7, Mr. Speaker.
" Mr. Speaker: Has the minister leave?
Some hon. Members: Agreed.~

[Editor’s note: The table above referred
to is as follows:]
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TaBLE 7

BUDGETARY REVENUES
_(in millions of dollars)

: 1962-63
1960-61 1961-62 - forecast before
. Actual Estimated tax changes

Personal Income Tax.... ‘ ............ e e '1,711 1,800 1,810
Corporation Income Tax.........ooviiii i iiiiiiiiiinennann., 1,277 1,205 1,190
Noo-Resident Tax.. ...t ieinns 88 - 115 120
Estate Tax..........ocooiiiiiiiina.., 85 85 90
Customs Duties 499 539 550
Sales Tax................. 721 774 815
Other Duties and Taxes 635 639 630
Total Taxes. ...overiren it iannenns 5,016 5,157 5,205
Non-Tax Revenues......ooeeeeiiareinniiiiiiiiiiianeiiiine s 602 615 625
Total Revenues......oovvrreirinnrrnnenrenneenennsss 5,618 5,772 5,830

Mr. Fleming (Eglinton): With revenues
forecast at $5,830 million and expenditures
expected to be $6,525 million there would be
a budgetary deficit of $695 million if there
were no amendments to our present tax struc-
ture. I shall, however, be introducing certain
tax changes of economic importance which
will modify this figure.

TAX POLICY

We are in a period of substantial and
healthy expansion, and our fiscal policy must
neither put the brakes on the momentum of
our expansion nor invite the danger of in-
flation. :

.Much of our progress is due to the vigour.

and skill of our people—farmers, workers and
management. Credit is also due to the gov-
ernment’s policies of the past 4% years as
reflected both in constructive spending and
improvements in our tax laws.

Six out of seven individual income-tax
payers in Canada are better off under -the
present tax rates than they were five years
ago. On the basis of the latest statistics
I would estimate that out of a total of
5,100,000 taxpayers no fewer than 4,400,000,
or 85 per cent, pay less income tax under
the present rates than they would have paid
under the rates in force before this govern-
ment came into office. This is quite apart
from the 16 per cent abatement in personal
income taxes which is provided from the
beginning of this year under the federal-
provincial fiscal arrangements. Single tax-
payers with incomes up to $4,000 now pay
less federal income tax, including old age
security tax, than they did on the same
amount of income in 1957. Married taxpayers
without dependants with incomes up to $5,000
now pay less federal income tax, including

old age security tax, than they did on the
same amount of income in 1957. Married tax-
payers supporting two children eligible for
family allowances with annual incomes up
to $7,500 now pay less federal income tax,
including old age security tax, than they paid
on the same income in 1957, Thus our policies
have brought tax relief to persons of lower
and medium incomes.

Since 1957 numerous changes have been
made to provide more generous deductions
from income on account of medical expenses.

" The definition of medical expenses has been

greatly enlarged by the addition of amounts
paid for prescribed drugs and medicines, and
numerous, medical services and appliances.
Formerly there were restrictive upper limits
on the amounts deductible as medical ex-
penses, $1,500 for a single person, $2,000
for a married couple and $500 for each de-
pendant. Since 1957 these limitations have
been abolished.

Since 1957 university students and their
parents have been assisted by provisions for
the deduction of tuition fees. Amendments
have been enacted to allow a student in full
time attendance at a university, if he is
proceeding towards a degree, to deduct his
tuition fees when computing his taxable in-
come. In addition the parent has been al-
lowed to deduct the amount of the university
tuition fee from the student’s income in
determining whether the student qualifies as
a dependant. If the student’s income after
deduction of his fees falls below $950 the
parent is now entitled to the $500 exemption.
. ‘Since 1957 an amendment has been enacted
to encourage corporations to make larger
donations to educational institutions and other
charitable organizations, by - allowing them
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to deduct up to 10 per cent of their income
for such donations in place of the previous
5 per cent. ‘

Since 1957 the new Estate Tax Act has been
introduced. This provides for a simplified
form of tax and a reduced burden of death
duties, particularly on smaller estates, a result
which followed mainly from the generous
exemptions. When a husband dies leaving a
widow, there is a deductible exemption of
$60,000 and there is an additional exemption
of $10,000 for each dependent child.

Since 1957 important measures of relief
have been introduced to minimize or avoid
any combined impact of income tax and estate
tax. An individual receiving income in the
form of a pension or a pension benefit under
a registered retirement savings plan or a pay-
ment of a death benefit by an employer upon
the death of an employee is now allowed to
make a deduction from such payments for
income fax purposes if the asset represented
by the payments has been subject to estate
tax or provincial succession duties.

Since 1957 estate tax relief has been granted
where the value of a ‘pension or annuity that
was part of an estate is reduced because of
marriage or death of the recipient within the
four year period normally allowed for reas-
sessment.

Since 1957 an important new departure has
been made in connection with gift taxes. In
addition to the existing exemptions, an in-
dividual is now permitted to make a tax free
gift once during his lifetime of up to $10,000
to his wife in the form of ownership of their
home or of a farm to his child.

Since 1957, as hon. members are well aware,
the special excise tax on automobiles, which
was formerly 10 per cent has been repealed.
In effect this has relieved taxpayers of a
burden of about $90 million per year.

" Since 1957 assistance has been given to
municipalities by providing them with ex-
emptions from sales taxes on many of their
important purchases. These include the ma-
terials used in sewage and drainage systems,
culverts, chassis for fire trucks, fire hose,
structural aluminum and laminated timber for
bridges and diesel fuel for use in generating
electricity. .

Since 1957, in addition, exemptions from
sales taxes have been granted in respect of
certain materials used in the construction in-
dustry, certain equipment purchased by educa-
tional institutions, certain machinery used on
farms and certain articles needed by disabled
persons.

Since 1957 the first bracket of corporation
taxable income which is subject to a low rate
of tax has been enlarged on two occasions to
benefit a large number of small and medium
sized companies. This bracket of income was
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increased from $20,000 to $25,000 in 1958 and
to $35,000 in 1961. It is estimated that, on
account of these successive enlargements of
the lower bracket, some 12,000 companies now
pay less tax than they would have paid -on
the same income in 1957.

Since 1957 the surtax of 4 per cent on
investment income has been repealed as
applied to income from Canadian sources, in
order to encourage investment and to ensure
more efficient application of the savings of the
Canadian people.

Provision was made last year for a re-
equipment and modernization allowance
which was designed to assist industry and
to stimulate expansion. This is in the form
of a 50 per cent increase in the first year
in the rate of capital cost allowance in re-
spect of new assets acquired for use in Can-
ada in the period from June 21, 1961 to
March 31,. 1963.

Employment has been rising rapidly and
unemployment falling, but we still have more
unemployment than is consistent with our
national objectives. Capital investment is
picking up sharply, but we need still more. It
is important, therefore, not to apply any
fiscal brakes at this time by abruptly closing
the gap between revenues and expenditures.

On the other hand, prices have been very
stable during the past year, and indeed dur-
ing the past several years. One of my duties
as Minister of Finance is the avoidance of in-
flation with its attendant damage and in-
justice, and I can assure you, Mr. Speaker,
that I shall not neglect that duty. But at the
present time, with a good deal of surplus
capacity still in our economy and increasingly
keen competition in both domestic and ex-
ternal markets, there appears to be little cur-
rent risk of inflation. It seems to me, therefore,
that the deficit I am presently forecasting will
provide a sound degree of economic stimulus
and at the same time will not endanger the
price level during the coming year.

The encouragement of economic growth-
has been one of the main objectives of the
government and it is the central purpose of
this budget. One of the new measures is
expressly designed as an incentive for further
industrial expansion and increased employ-
ment. Another is intended to give a signif-
icant stimulus to scientific research in in-
dustry. Because of their economic nature
these measures will offer benefits to industry.
They will constitute an important addition
to the structure of tax changes which I have
brought to this house in recent years. En-
couragement and incentive are thus being
given to private industry under several re-
lated headings, to increase its efficiency, to
expand employment, to improve Canada’s
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competitive position and to keep current with
the most advanced technical' and scientific
methods.

I shall also put before you, Mr. Speaker,
a fairly large number of particular tax pro-
posals. To some extent these are of a tech-
nical nature. A number of them result from
probing into the deficiencies of the tax sys-
tem in a continuing effort to overcome ob-
stacles to progress and to achieve greater
equity among taxpayers.

ESTATE TAX

I have not received many representations
asking for changes in the estate tax. This
indicates that the Estate Tax Act, sponsored
by this government in 1958, is continuing to
work well. As is usual, however, experience
has revealed the need for a few changes to
give relief, to block loopholes or to provide
clarification. I am glad to say that of the few
amendments I am proposing most are designed
to afford relief. I should like to comment on
one that is of general interest.

The Estate Tax Act contains provisions for
assuring collection of the tax. Where real
property situated in Canada is concerned this
security is obtained by a provision imposing a
lien in respect of tax payable by the successor
to the property. This has caused difficulties in
certifying that the title to . a particular
property is clear, especially in those prov-
inces where the Torrens system of land titles
is in effect. If the provincial authorities would
. not permit the registration of the transfer of
real property until they were satisfied that the
Minister of National Revenue ‘had given his
consent to the transfer, for purposes of the
estate tax, the provision for imposing the lien
would no longer be necessary. I am accord-
ingly proposing that where a federal-provin-
cial agreement to this effect has been entered
into, the lien provision shall not apply. The
authorities of some provinces have already
been acting in the manner indicated by an
agreement of the kind proposed and I am
hopeful that eventually all provinces may
wish to co-operate in solving the problem in
this way. In the meantime, however, I have
come to the conclusion that the existing
provision for the lien can be restricted so as to
cause much less difficulty in practice.

I am proposing therefore that the cases to
which the lien is to apply shall be only those
where the records of the land titles or the
land registry office concerned show that the
deceased person had an interest in the
property.

SALES AND EXCISE TAX CHANGES

- The changes I am proposing in the sales
tax are intended to extend and clarify some

existing exemptions and take account of
technological changes. In the 1958 budget the
list of exemptions for municipalities was ex-
tended to include materials used in sewage
and drainage systems. Since then the trend
has been for municipalities to require sub-
dividers and contractors to install these serv-
ices. Accordingly, I am proposing that- this
exemption be extended to include all sewage
and drainage materials. The proposed specific
exemption for several items used in the fish-
ing industry will clarify the tax exempt
status of these articles and extend the ex-
emption to goods used in their manufacture.

It is estimated that these amendments in
sales taxes will reduce revenues by $2 million
per year.

I referred in my budget speech last year’
to the increasing tendency on the part of
non-resident corporations carrying on busi-
ness in Canada, and also Canadian corpora-
tions which are controlled outside of Canada,
to arrange their fire and casualty insurance
in respect of risks in Canada through agents
or brokers located outside Canada. Certain
amendments to the Excise Tax Act were:
proposed at that time respecting insurance-
placed with insurers which are not author-
ized to transact the business of insurance in
Canada and such amendments were subse-
quently made. I also stated at that time that
the practice of arranging insurance of risks
in Canada through non-resident agents and
brokers was being studied and that further
steps might be taken, if necessary, to curb
this undesirable practice. .

Surveys that have recently been made in-
dicate that the practice referred to continues
in substantial volume. Since this practice
results in loss of taxes otherwise payable in
Canada, as well as loss of business, employ-
ment and income for persons in Canada, and
since the laws and regulations of some other
jurisdictions require that insurance covering
risks in those jurisdictions be placed only
through agents or brokers who are licensed
therein, it is proposed to amend the Excise
Tax Act further so as to extend the applica-
tion of the present tax of 10 per cent levied
on premiums paid to unauthorized insurers
by Canadian residents. The proposed amend-
ment would extend the tax to premiums paid
to insurers authorized to transact business in
Canada where insurance covering risks in
Canada is effected or renewed through an
agent or broker or other representative of
the insurer outside Canada, subject to cer-
tain exceptions. As in the case of the pres-
ent tax on insurance placed with unauthor-
ized insurers, the new tax will not apply to
certain classes of insurance, namely life
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insurance, personal accident and sickness in-
surance, marine insurance, and, to the extent
that such insurance is not available in
Canada, insurance against nuclear risks.

CUSTOMS TARIFF

On budget night last June I tabled, on’

behalf of the Prime Minister, a report pre-
pared by Professor V. W. Bladen on the
problems of the Canadian automotive indus-
try. At that time I announced that, in accord-
ance with Professor Bladen’s recommenda-
tions, the special excise tax of 73 per cent
on passenger cars would be removed, effective
immediately. .

Professor Bladen’s other recommendations
included a far reaching proposal under which
exports of particular- parts or vehicles from
Canada to other countries would earn, for a
manufacturer, free entry for other parts or
vehicles. Thus, it was argued, the Canadian
industry could be more effectively integrated
with industry abroad, and the economies of
longer runs and greater output made avail-
able here.

I should like to repeat now part of what
I said last June about this proposal:

The government warmly approves these objec-
tives, and it is grateful to Professor Bladen for
the constructive and imaginative suggestions that
are embodied in his report. Nevertheless, his
recommendations relating to tariffs are complex
and sweeping, and would require extensive read-
justments in the industry. It is essential that
those concerned, both management and unions,
should have an opportunity to assess not merely
the objectives but the desirability and practicability
of the means by which these objectives are to be
obtained.

The response to our invitation for those
concerned to submit -detailed comments on
Professor Bladen’s tariff proposals has been
quite extensive, and it is still continuing.
Many constructive and helpful comments
have been received. They have brought to
light a number of practical problems which
require further examination. For this reason,
and also because the implementation of the
remaining recommendations would Trequire
extensive modifications of Canada’s existing
international commitments respecting auto-
mobiles and parts, no further action on the
Bladen report is being proposed in this
budget. Indeed, I am not proposing any
changes whatsoever in the automotive sched-
ule at this time, pending completion of our
review of the whole problem.

The resolutions which I shall table at the
conclusion of my remarks will, however,
include proposals for a number of tariff chan-
ges. All of them are in a downward direction.
In some cases the effect of the proposed
amendment is to remove an existing duty; in
others, it is to. extend the duration of .an
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existing free entry provision which otherwise
would expire during the current year.

I am proposing that existing duties be
removed from certain preparations used for
medical purposes, and from certain materials
imported by religious or educational-institu-
tions or societies. I am proposing also that
several existing free entry provisions having
statutory expiry dates of July 1, 1962, be
extended.-The most important of these items
relate to aircraft and aircraft engines of types
or sizes not made in Canada. Others relate
to uranium and heavy water; conductive shoes
for use in hospitals; and sodium borate for
use as a. fire retardant in combating forest
fires. ) :

Before leaving the subject of tariffs, I
should like to refer briefly to tariff board
reports which were received during the past
year, and to two new tariff board references
which are contemplated. During 1961 the tariff
board completed its work on reference 125
relating to textiles, and submitted the final
three reports thereon. These related to coated
or impregnated fabrics, miscellaneous textiles,
and hats and caps, respectively. The tariff
amendments recommended by the board in
these reports would affect items which are
bound under the general agreement on tariffs
and trade. Negotiations now are in progress
looking toward securing adjustments in our
present international commitments so as to
permit the implementation of these recom-
mendations, subject to some minor modifica-
tions which are deemed advisable in the light
of representations which have been received,
subsequent to the hearings. If the negotiations
in question should be completed before to-
night’s resolutions are disposed of by parlia-
ment, consideration will be given to the
possibility of introducing supplementary reso-
lutions to. implement the results.

Of the two new tariff board references
which are contemplated, one relates to wire
and wire fencing. The other relates to ma-
chinery and apparatus used by the Canadian
printing industry, including printing presses,
engraving machines, bookbinding machines,
and printing plates of all kinds. If any inter-
ested parties should wish to submit views re-
garding the scope of either of these proposed
references, they are invited to do so.

INCOME TAX CHANGES

I now come to changes,in the Income Tax
Act.

Personal Income Tax .

The first of my proposals pertains to per-
sonal income tax. Hon. members will recall
that the first fiscal measures I was privileged
to place before this house, in December, 1957,
included an increase in the amount.deductible
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for dependants. At that time I announced that
the deduction for children eligible for family
allowances and for other dependants would be
increased by $100. I am now proposing a
further increase to $300 on account of a child
qualified for.family allowance. This is twice
the amount of the deduction of $150 in force
before 1957. For other dependants the new
deduction will be $550. This. compares with
$400 allowed before 1957.

This further increase in deductions will free
completely from income tax about 80,000 tax-
payers and will bring a modest tax reduction
to all remaining taxpayers who support de-
pendants. Taxpayers who support children
over age 16 who are attending school or uni-
versity will-be able to deduct $550 in respect
of each dependent child and, as I have pre-
viously explained, the amendment introduced
last year permits tuition fees to be deducted
in determining if a child qualifies as a de-
pendant. This tax relief will reduce budgetary
revenue by $26 million in this fiscal year and
by $35 million next year. There will also be
a reduction in old age security tax revenue
of $4 million in thls fiscal year and $5 million
next year.

Production Incentive

As I have already said, one of the continu-
ing objectives of government policy is eco-
nomic growth. I am bringing forward in this
budget a plan to use tax incentives to induce
increased production and employment. This
will provide encouragement for private in-
dustry in its search for new and expanding
markets. A benefit will be -allowed to a com-
pany in the form of a reduction in tax on
profits derived -from increased sales. Since
larger sales will involve more production and
more employment for our citizens, this new
incentive will bring benefits to the com-
munity at large in substantial addition to
those which will accrue directly to the suc-
cessful enterprises.

The benefit, which will be available to com-
panies engaged in manufacturing or process-
ing, will consist of cancellation of 50 per cent
of the tax on the first $50,000 of taxable in-
come arising from increased sales and can-
cellation of 25 per cent of the tax on any
additional incomé arising from increased
sales. In the first year the plan is in opera-
tion the amount of taxable income to be at-
tributed to the increased sales will be calcu-
lated by reference to the amount, if any, by
which gross sales in the current tax year ex-
ceed the gross sales of the immediately pre-
ceding year. The ratio of this excess to sales
in the current year will be applied to tax-
able income to determine the amount of tax-
able income to be attributed to increased
sales.

In.‘the second yéar of the plan the amount
by which sales have increased in the current
year will be determined on the basis of
average sales in the two preceding years.

" In the third year of the plan, and thereafter,

the amount by which sales have increased
will be determined on thé. basis of average
sales in the three preceding years.

In this way the gradual extension of the
base to the average gross -sales of the preced-
ing three years will provide as time goes on
for the continuing effectiveness of this new
measure and for the increasing stability of its
operation.

The proceeds of disposal of a company’s
capital assets will not, of course, be included
in gross sales for the purposes of the tax
concession.

The cancellation of half the tax on as much
as $50,000 of taxable income arising from
increased - sales is. sufficiently generous to
allow the great majority of eligible companies
to obtain the full 50 per cent cancellation of
tax on all income arising from increased sales.
For example, a company which increases its
sales by 10 per cent, thus bringing its total
taxable income to over half a million dollars,
will pay tax on only half its taxable income
arising from the increase.in its sales.

Small companies whose taxable income is
wholly or largely within the first bracket of
$35,000, -and therefore subject to the lower
rate of corporation income tax, will be able
to claim the reduction of 50 per cent on all
of their taxable income attributed to in-
creased sales, both the amounts normally
taxed at 12 per cent and any amounts nor-
mally taxed at 41 per cent.

It is the policy of the government to pro-
mote .by every practical means the further
development of processing and manufacturing
in Canada. In existing economic circumstances,
furthermore, the greatest opportunities for in-
creased employment are to be found in the
industries which manufacture and process.
The benefits of the new plan are to be made
available, therefore, in these large areas of
industry where they can do the most good by
having the greatest effect.

More concretely, the benefit is to be made
available to companies whose principal
business is manufacturing or processing of
goods for sale. Companies will be excluded
whose principle business is shipbuilding, oil
or gas wells or mines beneﬁtmg from per-
centage depletion. A company whose prin-
cipal business is processing will be able to
qualify whether it be crushing and concen-

’ tratmg ore, refining petroleum or freezmg and

canning foodstuffs.

The new plan will not be extended to unin-
corporated businesses in which the earnings
are subject to taxation at the graduated rates
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of individual income tax. The large majority
of unincorporated businesses are in any event
in the fields other than the manufacturing and
processing of goods for sale. As for the others,
it has been found after careful technical study
that a benefit comparable to the one being
extended to corporations would be both in-
equitable and far too complicated.

New companies will be allowed to claim
the tax credit provided they have at least
one full year of sales experience, prior to
the current tax year, on which to base their
claims.

The bill to be put before the house will
contain some special rules to deal with cases
in which an extensive corporate reorganization
of some sort has taken place including
amalgamations, mergers, purchase of assets,
transfers of sales contracts and so forth. In
each case the purpose will be to establish,
if possible, a total of gross sales during the
preceding year which can be compared with
gross sales in the current year.

The plan to induce increased production
and employment is to take effect as from the
beginning of this month. Taxpayers will be
allowed to claim the benefit in respect of
their current taxation year, a portion of
which will already have expired in most
cases. In this first taxation year the taxpayer
will calculate the full amount of tax credit
according to the formula and will then reduce
this amount by the proportion of his taxa-
tion year which had expired by April 1.

In summary, by means of this plan to
induce increased production and employ-
ment the large majority of processing and
manufacturing companies which increase their
sales will be allowed to retain half the taxes
they would otherwise be required to pay
on their additional intome. The effect on
revenue of this plan is very difficult to
estimate because the extent of sales increases
cannot be precisely estimated in advance.
It is believed that the amount of tax cancelled
under the plan in a full year will be at
least $50 million and it may be considerably
more. The tax that is given up will be
offset in some measure by compensating
benefits including increased revenue on other
income. Although the plan is expected to
exert an immediate stimulus the reduction
in corporation income tax revenue in this
fiscal year will not be great because in -a
period of rising profits most companies base
their interim monthly payments of estimated
tax on their previous year’s actual income.

Double Depreciation

In the supplementary budget of December
20, 1960 I introduced the program of double
depreciation for investment in assets acquired
to manufacture products new in Canada or
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new in designated surplus manpower areas.
This program was designed to encourage the
production in Canada of goods not hitherto
produced here and to stimulate industrial
development in surplus manpower areas.
In the June budget speech I informed the
house that an increasing amount of interest
was being shown in this program on the part
of Canadian industries. Up to the present,
assets certified under the plan have reached
a total of $112,000,000 and a steady stream
of applications is still being received and
processed. This program was introduced
initially for a period of two years extending
to January 1, 1963. However, manufacturers
whose plans for additional investment may
require a longer time for completion are
already beginning to make inquiries con-
cerning continuation for a further period. I
am pleased to announce, therefore, that this
program of double depreciation is to be
extended for another calendar year, that is
until January 1, 1964.

The extension of this program will not
substantially affect revenues in 1962-63 but,
it will, of course, extend the revenue effects
of the program, originally estimated to be
about $25 million a year, for an additional
twelve months.

Scientific Research in Industry

The government gives a high priority to
encouraging and assisting scientific research
in Canada of all kinds. There has been steady
and substantial expansion in the areas where
the federal government directly supports
research through Atomic Energy of Canada,
the Defence Research Board, the National
Research Council and various other agencies.
If Canada is to maintain and extend its -
place in the world continuous advances must
be made in industrial research and in the
development of new methods and new prod-
ucts. ,

In the 1961 budget I expressed the view
that Canadian industries, particularly the
subsidiaries of foreign companies, have
developed an excessive dependence on re-
search done abroad. To stimulate increased
industrial research in this country I an-
nounced important tax changes at that time,
providing for acceleration of the rate at
which capital expenditures on research could
be written off as expenses. These amendments
have apparently given rise to very con-
structive results in the limited time they
have been in operation.

As announced in the speech from the
throne, the government has this year intro-
duced a program of direct financial aid to
research in industry. Under this plan, admin-
istered through the National Research Council,
financial assistance for applied research and
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development will be given on .a matching
basis, with the government contributing up
to as much as 50 per cent of the cost of some
projects. It is believed that this program will
be of far reaching assistance in building up
new research and development in' industry,
and in expanding existing efforts.

Unprecedented opportunities exist today
for the enhanced co-operation of science and
industry. The great need is for industry itself
to grasp the vital importance of more research
if it is to forge ahead. I now propose a new
and powerful incentive to corporate tax-
payers who undertake increased industrial
research in Canada.

Commencing “in 1962 such taxpayers will
be permitted to deduct 150 per cent of their
increased expenditures on scientific research
for industrial purposes when computing in-
come for tax purposes. This deduction will
apply in each year to current as well as
capital expenditures on research to the extent
that these exceed similar expenditures by
the taxpayer in his latest tax year which
ended before tonight. The use in this way
of a fixed base period will provide taxpayers
with scope to earn substantial tax benefits
through increased research. Because there
will be need to reconsider the formula after
a few years the plan will be introduced
initially for a five year period. This will
provide time for taxpayers to put compre-
hensive programs into operation.

This amendment to allow taxpayers to
deduct 50 per cent more than the amount
actually spent will make it necessary to

review carefully what should qualify under .

the heading of scientific research.

A definition of eligible research must, of
course, rule out programs for which tax-
payers receive payments from governments
as well as expenditures related to sales pro-
motion, such as market research and surveys
of customer acceptance. It is intended that
payments should qualify which are made to
universities and approved institutions and as-
sociations in Canada to have research carried
out. In administering this tax concession my
colleague, the Minister of National Revenue,
will have the assistance of the National
Research Council.

I should add that this new measure is not
intended to serve as a precedent to encourage
taxpayers to seek the right to deduct more
than they spend in other fields.

Here also the effect of the proposed incen-
tive upon revenue is very difficult to forecast
because it will depend upon the extent to
which taxpayers avail themselves of the
potential benefits. Moreover, it is expected
that the revenue cost will increase over the
next several years as new research programs
proceed. The revenue given up may  easily

be $20 million in a full year after the plan
has been in operation for one or two years.
The loss of revenue in fiscal year 1962-63 is
expected to be about $8 million.

0Oil and Gas Industry

The government has given much study to
the position of the oil industry. Numerous
proposals by representatives of the industry
and.others have been received and considered.
The measures I am including in this budget
have been selected on the basis that they are
responsive to requests received from the oil
industry and particularly from those known
as independents, that their cost to the
treasury in terms of tax revenues can be
justified and that they will contribute con-
structively to the attainment of national
objectives.

The petroleum and natural gas industries
have developed at an increasing pace during
the past year. These industries are in a much
healthier condition than before this govern-
ment took office. The improvement which has
taken place is due in no small measure to the
policies the government has pursued and, in -
particular, to the national oil policy. The
natural gas industry is consolidating its posi-
tion in the Canadian markets to which it has
access and it has penetrated very large United
States markets under the export policies im-
plemented by this government. The response
of the oil industry to the new policies has been
commendable, particularly since some of the
readjustments involved are, at least in the
short term, expensive for the companies con-
cerned.

Representatives of the petroleum industry
have expressed a strong .desire, which is
shared by the government, to secure a more
substantial and widespread participation in
the oil industry by persons normally oper-
ating in other fields of industry and by Cana-
dian investors. They have sought tax conces-
sions to this end.

Although surplus productive capacity for
oil still exists the prospects for the petroleum
and natural gas industries are very good in
the long run. There is growing concern,
which the government shares, that the pace
of exploration for hydrocarbons is not suffi-
cient to maintain reserves of oil adequate to
meet anticipated demands.

After careful consideration of all the cir-
cumstances I am putting before the house
three new proposals:

1. That individuals be granted the right to
charge petroleum preproduction expenses
against income earned.from oil and gas pro-
duction;

2. That all companies including those not
normally engaged in petroleum or in mining
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be granted the right to charge petroleum
preproduction expenses against income earned
from oil and gas production; and

3. That expenditures involved in the acqui-
sition after April 10 of rights to explore or
drill for oil or gas or to extract oil or gas be
deductible under section 83A of the Income
Tax Act along with other drilling and explor-
ation expenses and proceeds from sales of
such rights be taken into income by all tax-
payers including individuals. -

When these amendments have been imple-
mented oil companies will be in a position
to deduct without limit of time, in computing
income, all of their preproduction expenses
including the costs of acquiring rights, the
costs of exploration and the costs of drilling.
In addition, they will continue to enjoy the
benefits of depletion calculated at 33% per
cent of income. To the extent of the income
earned in the oil and gas industry, individ-
uals and companies outside the industry will
henceforth be allowed full access to the
special tax benefits associated with oil and
gas.

" As with the other proposed incentive meas-

ures the effect of these amendments upon
revenue will be dependent upon the extent
to which they are used by taxpayers. In a
full year the revenue loss may be $15 mil-
lion. The loss of revenues in 1962 63 will be
about $7 million.

Iron Ore

In 1960 when the additional 15 per cent
tax was imposed on income earned in Canada
by branches of non-resident corporations it
was decided to exempt certain classes of com-
panies from the tax. These exemptions
granted recognition to the fact that companies
sometimes have no real alternative to the
branch office form of organization when oper-
ating abroad. I am now proposing that non-
resident companies whose principal business is
mining iron ore be added to the group of
companies which are excluded from this
special tax. It has been found that such enter-
prises which require tremendous amounts of
capital normally involve joint participation
by Canadian interests and foreign users of
iron ore. This kind of venture does not readily
lend itself to the formation of a subsidiary
company in Canada and logically it should be
included in the group of companies which are
relieved of this tax. '
Logging Tax

At the dominion-provincial conference of
February 23-24, 1961, the Prime Minister
referred to heavier taxation borne by cor-
porations engaged in the forest industries as
a result of the fact that successive fiscal

[Mr. Fleming (Eglinton).]

arrangements entered into by Canada and the
provinces since 1947 have permitted the prov-
inces to impose a tax on logging profits which
is deductible as an expense in computing
federal income tax. The Prime Minister
stated:

During the period covered by the current agree-
ments, companies engaged in the forest industries
in British Columbia and Ontario have borne a con-
siderably higher burden of tax rates than other
industries. This is because of the combined effect
of federal income taxes and provincial logging
taxes...It is, proposed that...the federal gov-.
ernment and the provinces in question should seek
agreement by which each will make a concession
in the interest of resolving this problem.

The Prime Minister made a more specific
statement on this matter in his letter of
June 16, 1961, to the provincial premiers in
which he made the following generous
proposal:

Subject to reaching agreement on this matter
of the definition of logging income, the federal
government is prepared as a means of relieving the
tax burden on the forest industry to offer a tax
credit equal to two thirds of the logging tax up
to a maximum rate of 10 per cent, provided the

province gives a tax credit equal to the remaining
one third of such logging tax.

With a view to reaching agreement on this
matter in order that any new arrangement
might apply to the 1962 taxation year, I wrote
on January 4 to the treasurer of Ontario, the
minister of finance of British Columbia, who
is also the premier of the province, and to the
presidents of the Ontario Forest Industries
Association, the Council of Forest Industries of
British Columbia, and the Canadian Lumber-
men’s Association proposing that technical
discussions be held in Ottawa at an early
date. However, owing to the position taken
by British Columbia it was not possible to
choose a date for the proposed meeting which
was satisfactory to all the parties concerned.

Notwithstanding the fact that it has been
impossible to hold the proposed discussions
and to reach complete agreement on the con-
cessions to be made by the two levels of
government, I propose to remove discrimina-
tion in the taxation of logging income so far
as the federal government is concerned. In
order to accomplish this objective I am recom-
mending to parliament that the Income Tax
Act be amended so that a federal tax credit
will be allowed equal to two thirds of a pro-
vincial logging tax up to a maximum rate of
tax of 10 per cent on the basis of the existing
definition of logging income, that is, the
definition contained in the 1957 tax rental
agreements. This action will go a long way
toward removing the existing tax discrimina-
tion of forest industry corporations irrespec-
tive of any action which the provinces may
take. Moreover, if the provinces imposing a
logging tax supplement our tax credit with a
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credit of their own equal to one. third of the
logging tax, as it is to be hoped they will,
the discrimination will. be removed com-
pletely. The reason for proposing that the fed-
eral government should  bear two thirds of
the full tax credit is that the federal income
tax is approximately twice as large as the
provincial income tax and logging tax com-
bined in provinces which now impose a tax
on income from logging. This proposal con-
stitutes a unique concession inasmuch as no
other provincial tax is allowed as a tax credit
under the Income Tax-Act.

It is estimated that this concession may re-
duce revenues by $3 million net in a full year
and $11 million in 1962-63.

University Gx_‘ants

Commencing in the year 1962-63 federal
grants to universities will be increased by
one third, that is from $1.50 per capita for
the population of each province to $2.00 per
capita. Before 1960 these grants were paid to
the National Conference of Canadian Univer-
sities (later succeeded by-the Canadian Uni-
versities - Foundation) for distribution to the
universities of each province in proportion
to student enrolment. However, in 1960 this
government introduced leglslatmn to provide
an alternative arrangement for a province
w1sh1ng to administer its ‘'own grants. .This
was done to meet the long standmg difficulty
with respect to umver51ty grants in 'the prov-
ince of Quebec. Under section 9A of the
Federal-Provincial Tax- Sharmg Arrangements
Act ‘it is'provided that a province may be
prescribed if it has not ‘entered into a tax
réntal agreement with Canada under which
it-agrees to refrain from levying corporation
income taxes and if satisfactory arrangements
exist in that province for the payment ‘of
university grants of at least $1.50 per capita
in addition to grants to universities made as
part of the ordinary expenditure of the prov-
ince. In a province thus prescribed an.addi-
tional abatement of 1 per cent in the rate of
corporation income-tax was provided under
Section 40 of the Income Tax Act for taxa-
tion years 1960 and 1961.

In order that there. should be equity in

treatment as between provinces section 9A-

also provided that where the value of the
‘additional abatement of 1 per cent in the rate
of corporation income ‘tax in a- prescribed
province was less than '$1.50 per capita an
additional payment would be made to the
province to bring it to that level and when it
exceeded $1.50 per capita the excess would
be recovered from the province. The Prime
Minister has received assurance that the gov-
ernment of the province of Quebec desires a
continuation of the 'alternative arrangements
for the payment of university grants. Accord-
ingly provision will be made to continue this

additional.abatement .of 1 per'cent:in .the rate
of corporation tax ‘in-a. prescribed province.
In addition, it is necessary to provide.for the
increase in- the level of university grants
from $1.50 to $2.00 per capita. This will be
done by amendment to the Federal-Provincial
Fiscal-Arrangements Act which it is proposed
to introduce subsequently, .

SUMMARY

I can now summarize the net budgetary
‘cost of all the proposed ‘tax changes. The
major reductions in revenues will occur in
personal and corporation income taxes. The
benefits to individuals will amount to about
$30 million in this fiscal year and about $40
million 'in ‘a full year. Of these amounts $4
million in this fiscal year and $5 million in
‘a full year will be reductions in contributions
to the old age security fund, and the remain-
ders will be reductions in budgetary revenues.
The business incentives will cost about $22
million in 1962-63 and $88 million in a full
‘year. The sales tax reductions will amount to
about $2 million. Total benefits resulting
from these tax changes will be about $54
million in this fiscal year and $130 mllhon
on a full year basis.

. I should like to place in Hansard at tms

_pomt the revised table of revenues for the

fiscal year endlng March 31, 1963,
) Mr. Speaker: Has the hon. mlmster leave"
Some hon. Members: Agreed. ' .

[Edztor’& note: The table referred to’ 1s as'
follows:]

TABLE 8
Estlmated budgetary revenues, 1962-63

(millions of dollars)

- Personal Income Tax ....... $1,784
Corporation Income Tax .... 1,168
Non-Resident Tax ........ 120

" Estate'Tax .........000uunn. 90
Customs Duties ............. 550

“Sales TaX ..ovvvvnninninnnn. 813
Other Duties and Taxes ...... 630

Total Taxes ............ 5,155
Non-tax revenues .......... 625
Total revenues ...........:. 5,780

Mr. Fleming (Eglinton): Total budgetary
revenues in 1962-63 will thus be reduced
to an- estimated $5,780 million, and since
expenditures are expected to be $6,525 mil-
lion our estimated budgetary deficit will be
about $745 million. Any forecast covering a
full year ahead:.is, of course, subject to
some degree of uncertairity and a deviation

PO
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of as little as 1 per cent in either revenues
or expenditures can mean a dxﬁerence of. $60
million.

Our non-budgetary cash requirements
during this year, excluding as has always
been done in the past any increases or de-
creases in the exchange fund account, appear
likely to be about $295 million. Our non-
budgetary cash receipts will be about $280
million, and our net loans, investments and
advances will be about $575 million. The
main components of our non-budgetary cash
outlays are $230 million for Central Mortgage
and Housing Corporation, $80 million for
financing export credits, $68 million of ad-
vances 1o the old age security fund and $60
million to the Farm Credit Corporation, Loans
to the ‘Canadian National Railways, which
include the capital requirements of Trans-
Canada Air Lines, will amount to only $20
million.

Statistically, our net cash requirements for
1962-63, including both budgetary and non-
budgetary accounts, will be about $1,040 mil-
lion; but as I said in the early part of my
speech this evening,
reqwrements in 1961-62 turned out to be $479
million, the net increase in outstanding bond
issues during the past year was $857 million.
Consequently our cash balances at the end of
the fiscal year were about $400 million greater
than on March 31, 1961 and stood 'at $762
million. Subject to unpredictable changes in
our exchange fund, the use of surplus cash
balances now held will reduce our borrowing
requirements in 1962-63 to a level below those
of 1961-62. .

CONCLUSION

Mr. Speaker, it is with grateful satisfaction
that we survey in Canada today the unchal-
lengeable evidences of rising prosperity, in-
creased employment, greater opportunities
and rapid economic expansion.

Monsieur 1’Orateur, c’est avec une agréa-
ble satisfaction que nous constatons au Ca-
nada aujourd’hui. les preuves irréfutables
d’'une prospérité croissante, d’'une embauche
plus forte, de perspectives plus vastes et
d’une rapide croissance économique. Nombre
de nouvelles réalisations attestent de la fer-
meté et de I’ampleur de notre croissance éco-
nomique. Les lignes de conduite et les pro-
grammes ¢énoncés dans hos exposés budgé-
taires précédents ont contribué efficacement
A ces réalisations étonnantes.

Many new records have testified to the
strength and extent of our economic growth.
Policies and programs enunciated in previous
budgets have contributed effectively to these
striking achievements.

But we must not be complacent.: We must
not rest. This budget is designed to continue

[Mr. Fleming (Eglinton).]

while . our net cash -

and to extend those policies which have con-
tributed so much to dynamic growth in Cana-
dian economy and to the creation of 200,000
new jobs in Canada in the last year. It is also
designed to stimulate Canadian enterprise
to new effort and new peaks of achievement.
It offers tangible incentives to Canadian pro-
ducers to seek out more markets, to take
more risks, to breast the keen competition
of the trading world with new confidence
and resolve, and with the highest standard
of efficiency. It summons all members of the
great Canadian family to work together in
the spirit of partnership for the attainment
of national goals beneficial to all. It asks all
to face realistically the challenges of our
national and international responsibilities. It
calls for effort, confidence and achievement
in keeping with our resources, our high posi-
tion in the free world, and the incomparable
destiny of the Canadian nation.

RESOLUTIONS

- INCOME TAX ACT

Resolved that it is expedient to introduce
a measure to amend the Income Tax Act
and to provide among other things:

(1) That for the 1962 and subsequent tax-
ation years the amount deductible in comput-
ing taxable income in respect of a child quali-
fied for family allowance be increased to $300
and the amount deductible in respect of other
dependants be increased to $550 each.

(2) That with respect to income earned
after March 31, 1962 a corporation. whose
principal business is manufacturing or pro-
cessing (not including a corporation whose
principal business is shipbuilding, mining,
logging or the operation of oil or gas wells)
be allowed to deduct from its tax otherwise
payable an amount equal to 50 per cent of the
tax on the first $50,000 of its taxable income
attributable to increased sales and an amount
equal to 25 per cent of the tax on the re-
mainder of its taxable income so attributable.

(3) That with respect to its first taxation
year ending after April 10, 1962 and the next
succeeding four taxation years a corporation
be permitted to deduct in computing income
150 per cent of the amount by which ex-
penditures of a current and capital nature on
scientific research in Canada incurred by it
in the year exceed expenditures of a current
and capital nature on scientific research in
Canada incurred by it in its last taxation
year ending on or before April 10, 1962.

(4) That for the 1962 to 1966 taxation: years
both inclusive the deduction from tax allowed
to corporations in respect of taxable income
earned in a province be increased from 9
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per cent to 10 per cent in a prescribed prov-
ince in which arrangements exist for the re-
placement of federal grants to universities by
additional provincial grants in accordance
with the proposed amendments to the Federal-
Provincial Fiscal Arrangements Act.

(5) That with respect to taxation years
commencing in 1962 a taxpayer be allowed
a deduction from tax of an amount equal to
the lesser of two-thirds of the amount pay-

able for the year to a province as a tax’

on income from logging operations or %
of 10 per cent of the taxpayer’s income from
logging operations in the province, and the
right to deduct in computing income amounts
paid to a province as a tax on income from
logging operations be repealed.

(6) With respect to expenses incurred after
April 10, 1962 any corporation be allowed
to deduct in computing income the drilling
and exploration expenses, including all gen-
eral geological and geophysical expenses,
incurred by it on or in respect of exploring
or drilling for petroleum or natural gas in
Canada and the prospecting, exploration and
development expenses incurred by it in
searching for minerals in Canada not ex-
ceeding its income for the year from oil or
gas wells in Canada.

(7) That with respect to expenses incurred
after April 10, 1962 an individual be allowed
to deduct in computing income the drilling and
exploration expenses, including all general
geological and geophysical expenses, incurred
by him on or in respect of exploring or drilling
for petroleum or. natural gas in Canada not

exceeding his income for the year from oil

or gas wells in Canada.

(8) That with respect to acquisitions after
April 10, 1962 amounts paid by

(a) a corporation whose principal business is
production, refining or marketing of pe-
troleum, petroleum products or natural gas, or
exploring or drilling for petroleum or natural
gas, or mining or exploring for minerals,

(b) an association, partnership or syndicate
formed for the purpose of exploring or drilling
for petroleum or natural gas,

(¢) a corporation (other than a corporation
that qualifies under (a)), or

(d) an individual
for a right, licence or privilege to explore
for, drill for or take petroleum or natural gas
in Canada shall be classed as drilling or ex-
ploration expenses for purposes of computing
deductions from income.

(9) That with respect to sales of property
acquired after April 10, 1962 there shall be
included in the income of a taxpayer any
amount received- as consideration for the dis-
position of -a right, licence or privilege to

explore for, drill for or take petroleum or
natural gas except where the right, licence
or privilege was acquired by inheritance or
bequest.

(10) That the right of a successor corporation
to deduct drilling, exploration, prospecting
and development expenses incurred by a pre-
decessor corporation from the income of the
successor corporation attributable to the
production of petroleum or natural gas from
wells, or the production of -minerals from
mines, situated on property acquired from
the predecessor corporation shall not be lost
by reason of the fact that the successor cor-
poration assumed liabilities of the predecessor
corporation.

(11) That a joint exploration corporation
may renounce an appropriate share of the
drilling, exploration, prospecting and devel-
opment expenses incurred by it after 1956 in
searching for oil, gas or minerals in Canada in
favour of a shareholder corporation whose
principal business is

(a) production, refining or marketing of
petroleum, petroleum products or natural gas,
or exploring or drilling for petroleum or
natural gas,

(b) mining or exploring for minerals,

(c) processing mineral.ores for the purpose
of recovering metals therefrom,

(d) a combination of

(i) processing mineral ores for the purpose

‘'of recovering metals therefrom, and

(ii) processing metals recovered from the
ores so processed, or

(e fabr1cat1ng metals, :
and in such case the expenses renounced

-shall be deductible by the shareholder corpo-

ration and not by the joint exploration cor-
poration.

(12) That the rlght of a successor cor-
poration to deduct drilling, exploration,
prospecting and development expenses in-
curred by a predecessor corporation from
the income of the successor corporation
attributable to the production of petroleum
or natural gas from wells, or the production of

‘minerals from mines, situated on property

acquired from the predecessor corporation
be extended to a second successor corporation
which has acquired the property from a
predecessor corporation which was itself a
successor corporation.

(13) That for the 1962 and subsequent
taxation years income earned in Canada by a
non-resident corporation whose principal

‘business is mining iron ore in Canada, be

exempt from the additional 15 per cent tax
imposed by part IIIA on profits earned in
Canada by non-resident corporations.

(14). That where an employee who is a
member of one deferred profit sharing plan
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‘becomes a member of another deferred profit
sharing plan the amount to his credit in the
first mentioned plan may be transferred to
his credit in the second mentioned plan
without attracting tax on the amount so
transferred.

(15) That the amount to the credit of an
annuitant under a registered retirement sav-
ings plan may be transferred at any time
before the maturity of the plan to another
registered retirement savings plan or to a
registered pension fund or plan without
attracting tax on the amount so transferred.

ESTATE TAX ACT .
Resolved that it is expedient to introduce a

measure to amend the Estate Tax Act and to

provide among other things:

(1) That the lien in respect of tax payable
by a successor to real property situated in
Canada of a deceased person shall be ap-
plicable only where it appears from the
records of the appropriate land titles or land
registry office or where it can be established
from any document or other writing of which
notice is given in those records that the de-
ceased person had an estate or interest in that
real property, but no such lien shall' be ap-
plicable where the real property is situated
in a province whose government has entered
into an agreement with the government of
Canada whereby no transfer of an estate or
interest in the real property may be registered
until the consent of the Minister of National
Revenue to the transfer has been obtained. - .

(2) That for purposes of the deduction from
aggregate net value allowed for the value of
a.gift made to a charitable.organization 'in
Canada, such an organization shall"include
not only one that devotes its resources. to
the making of gifts to other such organiza-
tions in Canada, but also one that devotes
part of all of its resources -to the making
of gifts to Her Majesty in right of Canada
or a province, a Canadian municipality or a
municipal or other public body in Canada
performing a function of government.

(3) That the tax applicable in respect of
the property of'a person dying domiciled out-
side of Canada shall not apply to the property
situated in Canada of an officer or servant
of an organization as defined for the purpose
of section 3 of the Privileges and Immunities
(United Nations) Act, where the property was
acquired during his lifetime for or incident to
his residence in Canada as such an officer or
servant whose duties required him to reside
in Canada at the time of his death.

(4) That any enactment founded on para-
graphs (1) and (3) shall apply in respect
of deaths occurring after December 31, 1958.

[Mr. Fleming (Eglinton).]

EXCISE TAX ACT

“Resolved that it is expedient to introduce
a measure to amend the Excise Tax Act and
to provide among other things:

~ (1) That the present exemption from sales
tax for “Books, printed and bound, that con-
tain no advertising and are solely for educa-
tional, technical, cultural or literary pur-
poses,” be changed to read “Printed books
that contain no advertising and are solely for
educational, technical, cultural or literary
purposes,”.

(2) That audio tapes and materials used in
the manufacture thereof, authorized by the
department of education of any province in
Canada for instruction in the English and the
French language, be exempt from sales tax.

(3) That baler twine and materials used in
the manufacture thereof be exempt from sales
tax, régardless of use.

(4) That barrels and boxes for fish, lobster
crates, lobster pots, lobster traps, scallop bags,
and materials used in the manuafacture
thereof be exempt from sales tax.

(5) That drums or cans for honey and ma-
terials used in the manufacture thereof be
exempt from sales tax.

(6) That goods for use in sewerage and
drainage systems and materials used in the
manufacture thereof be exempt from sales

tax.

(7) That the present liability for sales tax
on motor vehicles, tractors and machines and
tools operated by such vehicles or tractors,
that are diverted from an exempt use to a
taxable use, be limited to five years from the
time of the first sale by a person who would
have been required to pay sales tax if the
sale had not been for an exempt use, and
where motor vehicles, tractors and machines
and tools operated by such vehicles or tractors
v_ve're imported or sold by a manufacturer or
licensed wholesaler and sales tax was not
payable or was refunded by reason of the

-intended use of the goods, any person who

within five years of such importation or sale
applies the goods to any other use (other than
of a casual nature) for which the goods could
not originally have been purchased exempt
from sales tax, and the person from whom he

-purchased or rented the goods including the

importer, manufacturer or licensed whole-
saler, shall be jointly and severally liable for
payment of sales tax on the fair market
value of the goods at the time they are applied
to that other use. .

(8)- That the present tax of 10 per cent

‘on net ipremiums in respect of insurance
‘against risks in Canada paid or payable by
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Canadian residents to an insurer not author-
ized under the laws of Canada or any prov-
ince to transact the business of insurance, be
extended to apply to net premiums in respect
of any such insurance paid or payable by or
on behalf of Canadian residents, where such
insurance is entered into or renewed through
a broker or agent outside Canada with an
insurer that at the time the contract is entered
into or renewed is authorized under the laws
of Canada or any province to transact the
business of insurance.

(9) That any enactment founded on para-
graphs 1 to 7 of this resolution be deemed to
have come into force on April 11, 1962 and

that any enactment founded on paragraph 8
of this resolution be applicable in respect.ot
contracts of insurance entered mto or renewed
after Apnl 10, 1962 o
' CUSTOMS TARIFF I : )
1 Resolved that Schedule A to the Customs
Tariff be amended by striking out tariff 1tems
206b, .237a, 296g, 409f, 431h, 440m; 440n,
611a(4) and 696(1), and the enumeratlons|ot
goods and the rates of duty set opp051te each
of these items;.and by msertlng therein the
followmg 1tems enumeratxons of goods and
rates of duty : ‘ i
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Rates in Effect Prior to
Rates Proposed in this Budget

Most-~
British Favoured- British Most-
Tariff e — Preferential Nation General Preferential Favoured-Nation General
Item Tariff Tariff Tariff Tariff Tariff Tarift
206b Dextrose (glucose) solutions and levulose (fructose)
solutions, prepared for parenteral administration in
therapeutic treatments; component materials and
articles to be used in making such preparations........ Free Free Free Free Free Free
173 p.c. 20 p.c. 40 p.c.
290b Phenylalanine deficient dietary preparations specially com-
pounded for use in the treatment of phenylketonuria..... Free Free 25 p.c. 15 p.c. 20 p.c. 25 p.c.
237¢ Deuterium oxide or heavy water; uranium in the form . .
of pigs, ingots, billetsorbars.. ...l Free Free - 25 p.c. Free Free 25 p.c.
On and after July 1, 1964 Free ‘15 p.c. 25 p.c. Free 15 p.c. 25 p.c.
(On and after July 1, 1962)
2969 Sodium calcium borate ore for uge as a fire retardant.... Free Free 25 p.c. Free Free 25 p.c.
On and after July 1, 1964 15 p.c. 20 p.c. 25 p.c. 15 p.c. 20 p.c. +25 p.c.
(On and after July 1, 1962) )
409f Animal clippers;

Automatic stock watering devices;

Barn hay forks, carriage, pulleys and track;

Barn litter carriers and track;

Combination excavating and transporting scraper units;

Egg cooling cabinets;

Elevators (other than storage elevators);

Grain crushers;

Grain or hay dryers;

Grain or hay grinders;

Grain loaders;

Gravity discharge farm wagon bozxes;

Hay stack forms;

Hitches and couplings;

Hydraulic hoists for unloading vehicles;

Land levellers;

Machines and tools for use on tractors, including blades,
loaders, rippers, rakes and related operating and
controlling gear;

Milk coolers;

Sodium metabisulphite;

Sprinkler irrigation systems;

0€



Stack heaters for orchards;

Steel stanchions for confining livestock either in pens
or individually, and complete equipment for milking
parlors;
All t’ihe foregoing for use on the farm for farm purposes
only;
Brooders;
Ensilage cutters;
Fodder or feed cutters;
Hay loaders;
Hay tedders;
Post hole diggers;
Potato diggers;
Potato planters;
Snaths; .
Stumping machines; .
All other agricultural implements or agricultural
machinery, n.o.p.; -
Parts of all the foregoing...........covvenin .. Free Free Free Free Free Free
10 p.c. 224 p.c. 35 p.c.
431k  Geophysical surveying precision instruments and equip- - .
ment for use exclusively in prospecting for, or in the
exploration and development of, petroleum, natural
gas, water wells and minerals, or for geophysical
studies for engineering projects, including the follow-
ing: Magnetometers; gravity meters and other instru-
ments designed to measure the elements, variations
and distortions of the natural gravitational force;
field potentiometers, meggers, non-polarizing elec-
trodes, and electrical equipment for making measure-
ments in drill holes; instruments and equipment for
seismic prospecting; geiger muller counters and other
instruments for radioactive methods of geophysical
prospecting; electrical and electronic amplifying
devices and electrical thermostats designed to be
used with any of the foregoing; sodium iodide crystals,
thallium activated, in rough cut blanks, when im-
ported to be manufactured into parts for use in instru-
ments for prospecting; all the foregoing of a class or
kind not made in Canada, and parts, tripods and

fitted carrying cases for any of the foregoing......... Free Free 30 p.c. Free Free 30 p.c.
10.p.c. 22% p.c. 35 p.c.
20 p.c. 20 p.c. 30 p.c.

440m Aircraft, not including engines, under such regulations as
the Minister may prescribe:
1. When of types or sizes not made in Canada........ Free Free ’ 274 p.c. Free Free 274 p.c.
On and after July 1, 1963 Free 15 p.c. 27% p.c. Free 15 p.c. 274 p.c.

T€
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Tariff
Item

British
-_ - Preferential
© Tariff

Rates in Effect Prior to
Rates Proposed in this Budget

Most-
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Aircraft engines, when imported for use in the equip-
ment of aircraft: .
1. When of types or sizes not made in Canada. . ... Free
On and after July 1, 1963 Free

(4) Conductive shoes for use in hospitals. ........... Free
On and after July 1, 1963 20 p.c.

(1) Philosophical and scientific apparatus (and ancil-
lary equipment thereto), utensils, instruments, and
preparations, including boxes and bottles containing
the same; maps, charts, photographic reproductions
and other pictorial illustrations; video tape record-
ings; stencils and.cards, specially designed for the prep-
aration of library index cards; casts as models; ani-
mals as research or experimental subjects; living
plants, seeds, cuttings, buds, scions, tubers, bulbs
and root-stock; mechanical equipment of a class or
kind not made in Canada; parts of the foregoing.
All articles in this item, when for the use and by
order of any society or institution incorporated or
established solely for religious, philosophical, edu-
cational, scientific or literary purposes, or for the
encouragement of the fine arts, or for the use and
_ by order of any public hospital, college, academy,
" school, or seminary of learning in Canada, and not

for ‘sale or for rental, under such regulations as the

Minister may prescribe..........coeiiiiiiiiiin. Free

.+ (On and after.July 1, 1962) Ve

Free 27% p.c. Free Free 27% p.c.
15 p.c. 274 p.c. Free 15 p.c. .C.
(On and after July 1, 1962)
Free 40 p.c. Free . Free 40 p.c.
274 p.c. 40 p.c. - 20 p.c. 274 p.c.
(On and after July 1, 1962)

Free Free Free Free Free
15 p.c. 20 p.c. 30 p.c.
15 p.c. 223 p.c. 25 p.c.
10 p.c. 224 p.c. 35 p.c.

(44
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. 2. Resolved, that. any enactment founded
upon the foregoing resolution shall be deemed
to have come into force  on. the eleventh
day of April, 1962, and to have applied
to all goods mentioned in the said resolution
imported or taken out of warehouse for con-
sumption. on or after that day, and to'have
applied to goods previously imported for
which no entry for consumption was made
before that day.

. APPENDIX “A*

[The complete text of the Budget Speech,
as originally prepared for presentation to
Parliament, included the following section
which was omitted during the actual presen-
tation.]

INTERNATIONAL ECONOMIC DEVELOPMENTS

The House will recall that in referring to
international trade and economic policy de-
velopments in my last budget speech I said
that in perhaps no other field of our economic
life are events moving more quickly or drama-
tically. Since last June the pace of change
on the international economic scene has
quickened and I would now like to highlight
briefly the main events of the intervening
months and to indicate the position which
the Canadian government has adopted in the
face of these developments.

The most important event was undoubtedly
the decision of the British government to
commence negotiations with  the European .
Economic Community in order. to ascertain
whether or not there exists a basis for the
accession of the United Kingdom to the Com-
mon Market. Before turning to the implica-
tions of this decision, however, I should like
to draw the attention of the House to the
latest developments which have occurred in
the European Economic Community.

At the turn of the year the EEC moved
into the second stage of its transitional period.
According to the time-table now envisaged,
the Common Market of the six member coun-
tries of the Community ‘will have been fully
established by the end of 1969. The Com-
munity’s entry into the second stage implies
an acceleration in the rate of economic in-
tegration in the area. This will be facilitated
by the progress which can be expected in
the difficult sector of agriculture now that
the member countries have agreed on the
broad lines which their common agricultural
policy should take.

It is against this background.that I should
now like to say a few words about the
decision of the United Kingdom to open the
negotiations with the EEC looking towards
eventual accession to the Community.
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-.This decision" has been the subject. of -a
great deal of analysis and comment. I do-
not intend, therefore, to go into any great
detail in describing the.implications which
it may hold for Canada and for the Com-
monwealth. It is, in any case, impossible to
speak with firm assurance about these im-
plications, since the outcome of the present
negotiations between Britain and the European
Economic Community cannot yet be foretold.
Nevertheless, we share in common with the
other countries of the Commonwealth a
natural concern for the effects of British
accession to the Community on our interests,
both individual and collective. As the House
is aware the British minister responsible for
these negotiations, Mr. Edward Heath, Lord
Privy Seal, has visited Ottawa on two occa-
sions, .in January and again in March, to
inform us of the progress of the negotiations
and to consult us about the Canadian interests
involved. These meetings proceeded in an
atmosphere of friendly understanding. They
were of great value to the Canadian govern-
ment and Mr. Heath was good enough to
say that they were of great value from the.
point of view of the British government.

At the invitation of the United Kingdom,
we in common with the other countries of-
the Commonwealth have expressed our views
on these issues. In addition we have made
arrangements to assist the British negotiators
by making available to them full and up-to-
date information on every aspect of Canada’s
trade interests. We have also sent senior .
Canadian officials to Brussels for this purpose.

In suggesting that until the current nego-.
tiations between the United Kingdom and
the European  Economic Community are con-
cluded we shall unavoidably continue to be
faced with -uncertainty, I do not wish to
detract from the assurances which the British
government have repeatedly given Canada
and the other countries of the Commonwealth.
They have made it very clear that unless
they can secure terms which will adequately
safeguard the essential interests of Com-
monwealth countries, they will not join the
Common Market. We have welcomed these
assurances and we do not for a moment doubt
the steadfast determination of Britain to
endeavour to obtain the necessary safeguards.

We must recognize, nonetheless, that even
at best, Canada and other Commonwealth
countries will have to face some trade adjust-
ments should the United Kingdom decide to
join the Common Market: In the new patiern
of international trading relationships which
is likely to emerge in the wake of such a
development, losses in one direction will have
to be compensated by gains in another if we
are to succeed in expanding international
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trade and in raising living standards through-
out the world. Failing this, the collective
multilateral approach to world economic
problems would suffer a serious reverse.

The need for multilateral solutions to world
economic problems is as great now as it has
ever been. The new pattern of world trading
arrangements emerging from the creation of
the European Economic Community and its
possible enlargement to include the United
Kingdom and other European countries raises
fundamental problems for the entire free
world. Hence, effective solutions cannot be
found by Canada or any other single country
acting alone, but will require the collective
efforts of all the principal trading countries.
To be- equitable as well as effective such
solutions will have to be non-discriminatory
in character and multilateral in application.
A oprogram of action confined to any
limited group of countries such as the North
Atlantic region would simply intensify the
problems faced by the countries outside the
group. '

It-is obvious that any effective collective
approach to these problems will require the
constructive ‘and imaginative leadership of
the United States as the greatest world power
and the central bastion of the free nations.
-"'This is in fact the kind of leadership Presi-
dent Kennedy has displayed in submitting his
new trade program to congress. This pro-
gram was a major topic of discussion on
the occasion of the Joint Canada-United
States Committee on Trade and Economic
Affairs which was held in Ottawa in mid-
January. Canadian ministers reiterated their
support for the expansion of world trade on a
multilateral, non-discriminatory basis and
Canada’s readiness to play a constructive
role in the promotion of freer world trade.
The United States members of the committee
welcomed this statement and ‘explained that
the new trade legislation forwarded to con-
gress by President Kennedy was designed to
contribute substantially to these objectives.
-In essence, President Kennedy’s proposals
for the Trade Expansion Act of 1962 are
aimed at a very substantial reduction in
tariffs, particularly the tariffs of the United
States and the EEC. I am glad to say that
the President is not contemplating the crea-
tion of a closed North Atlantic trading com-
munity. Instead he has made it clear that the
benefits of the tariff negotiations he is
proposing would be extended to the other
member countries of the GATT, including
Canada on the basis of the most-favoured-
nation principle. Countries receiving indirect
benefits in substantial measure would of
course be expected to make their own con-
tribution to the collective effort.

{Mr. Fleming (Eglinton).]

There is no doubt that President Kennedy’s
initiative in lauching this trade program
is a most important and significant develop-
ment. Successful negotiations of the nature
and scope envisaged could have profound
effects on the trade patterns of other coun-
tries, including of course Canada. A full
assessment of these effects, however, must
await the outcome of the debate in the
United States congress as well as the con-
sidered response of the European Economic
Community, the major negotiating partner of
the United States. The initial response of the
EEC, while favourable, was also cautious.

We attach the greatest importance to the
success of the President’s initiative and we
consider it vital that the EEC in its new
role as one of the world’s leading trading
units should play its full part. We are cer-
tainly prepared to make our own contribution
to the collective efforts in the period ahead.
- 1 should now like to turn to the other in-
ternational economic developments which
have taken place since June. In my last
budget speech I referred to the GATT Tariff
Conference ‘which was then in progress in
Geneva and which is now almost.concluded.
The purpose of this conference, in which
Canada has participated actively was to re-
negotiate the previously bound tariff rates
of the six individual members of the European -
Economic Community, which are now being
merged into a common external tariff and
to hold a fresh round of "general tariff
negotiations aimed at the exchange of new
concessions among participating countries.

As 1 have indicated, the GATT Tariff
Conference is now ending and I can report
that the results contain important benefits
for Canada. On March 7 I announced to the
house the results of an interim agreement
signed on that day at Geneva between
Canada and the United States. Members will
recall that this agreement provides for direct
tariff concessions on items which have been
traded between Canada and the United States
in recent years at a level of between $130
and $140 million per annum. At that time
I. also drew the attention of the house to the
interim agreements which the United States
negotiated with a number of other countries
and which, under the operation of the most-
favoured-nation principle of the GATT, will
convey indirect benefits of very considerable
significance to Canadian exports. On April 6
my colleague, the Minister of Trade and
Commerce, informed the house that, arising
out of these agreements, Canada will receive
indirect concessions on items amounting to
$85 million on our exports to the United
States and $140 million on our exports to the
European Economic Community. )
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The results of Canada’s bilateral negotia-
tions with other countries will be announced
in the near future. I should also point out
that numerous agreements will be concluded
between other pairs of countries which will,
on the most-favoured-nation principle, yield
further indirect benefits to our export trade.
These will be made known at the conclusion
of the conference.

In addition to the Tariff Conference, another
important development in the GATT was the
Ministerial Meeting: which was held in
Geneva from November 27 to 30, 1961, at
which Canada was represented by my col-
league the Minister of Trade and Commerce.
Ministers addressed themselves on this occa-
sion to three main questions: the possibilities
for further reduction of tariff barriers to
trade including possible new techniques for
tariff reduction, methods of reducing barriers
to trade in agricultural products, and obsta-
cles to the trade of less-developed countries.
During the meeting ministers reafirmed their
confidence in the General Agreement as the
basis for the trading relationships of their
countries.

Another noteworthy development in the
GATT was the negotiation under its auspices
of the International Cotton Textile Arrange-
ments. A Short-Term Arrangement valid until
the end of September this year was drawn
up last July, and was followed this February
by a Long-Term Arrangement which will last
five years beginning October 1, 1962. The
. object of both Arrangements is to expand
export opportunities for the less-developed
countries which produce cotton textiles in
substantial quantities’ as well as. for Japan
while, at the same time, preventing disrup-
tion in the domestic markets of importing
countries.

As members know, the Canadian govern-
ment has consistently supported the principle
of orderly growth in this field. In respect of
Japan which is by far the largest supplier
of low-cost textiles to Canada we have relied
upon the Japanese government’s system of
voluntary controls on exports to Canada of
products where Canadian producers have
experienced market -disruption. On April 3
I informed the House that an understanding
had been reached with Hong Kong pursuant
to the Geneva Textile Arrangements whereby
shipments to Canada of certain textile prod-
ucts from that country will be limited.

The Geneva Arrangements on Cotton Tex-
tiles embody an internationally agreed frame-
work in the cotton textile sector (as well as
in substitutes for cotton), for the kind of
solutions to the problem of avoiding market
disruption which we have consistently ad-
vocated and pursied in the past.
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Turning to world payments and the ac-
tivities of the International Monetary Fund,
1961 .continued to be marked by some in-
stability in the exchange markets. The outflow
of gold from the United States was much
reduced last year but sterling came under
heavy pressure. In August the International
Monetary Fund agreed to lend the United
Kingdom the equivalent of U.S. $1,500 million
in the currencies of nine member countries,
including the equivalent of U.S. $75 million
in Canadian dollars. Since then, the position
of sterling has substantially improved.

The events of 1961 clearly demonstrated
the growing interdependence of major cur-
rencies in an era of widespread convertibility
and their vulnerability to speculative attacks
in the absence of adequate international co-
operation. The need for effective arrange-
ments to overcome such problems led to the
recently announced decision by ten major
industrial countries to stand prepared to lend
their currencies to the International Monetary
Fund up to specified amounts when the fund
and these countries consider that Supplemen-
tary. resources are needed to forestall or cope
with an impairment of the international
monetary system. The total amount of sup-
plementary resources to be made available
is the equivalent of U.S. $6.0 billion, of which
Canada’s undertaking will, subject to the
approval of parliament, be U.S. $200 million.

The purpose of these supplementary stand-
by funds is to ensure that adequate resources
will be available to the International Mone-
tary Fuid to enable it to support the stability
of important currencies- and reduce the
dangers of speculative pressures. This is an
essential aim if the expansion of world trade
is not to be hampered by restrictive actions
on the part of countries in balance of-pay-
ments difficulties. Canada, as a major trading
nation, has supported these proposals to
enlarge the resources available to the Inter-
national Monetary Fund, and will benefit from
the new stability which this arrangement will
undoubtedly impart to the system of world
trade and payments.

In addition to our activities in the GATT.
and the International Monetary Fund, Canada
has, of course, taken a'full and active interest
in the new Organization for Economic Co-
operation and Development which replaced
the organization for European Economic Co-
operation last year. It will be recalled that
Canada was the first country to ratify the
new convention under which Canada and the
United States are now full members of the
Organization along with the eighteen coun-
tries of western Europe. Elected as its first
Chairman, I had the honour to preside over
the first meeting of the Mnisterial Council
of the OECD last November 16 and 17 in
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Paris. On -that occasion the ministers ex-
pressed their determination to promote the
three objectives of the OECD, namely, the
achievement of -sustained economic growth,
greater aid to the less-developed countries,
and the expansion of trade on a multilateral
non-discriminatory basis both among OECD
countries and between OECD countries and
the rest of the world.

The OECD ministers set as a collective
target the attainment during the decade from
1960 to 1970 of a growth in real gross national
production of 50 per cent for the 20 member
countries taken together. This is a collective
target; the rates of growth of individual
countries are naturally not expected to be
uniform. However, the OECD emphasis on
growth and on measures to expand trade
means that the efforts of a particular counfry

will be aided and made more effective by -

simultaneous expansion in other countries.
Canada will continue to support these ob-
jectives of the OECD and will continue to
participate actively with the other members
in economic discussions on a wide range of
issues in a spirit of friendly co-operation.

It will be clear from this review of inter-
national trade and financial developments
that Canada has continued to play a full,
responsible and constructive role in whatever
co-operative arrangements are needed to
promote the objectives of expanding inter-
national trade, raising living standards and
improving the functioning of the world pay-
ments system. In the face of the rapid march
of events we have been alert to the opportu-
nities for Canada as well as the dangers and
have been active in the search for whatever
solutions will best serve the interest of
Canada, the Commonwealth and the free
world.

APPENDIX “B”

[The complete text of the Budget Speech,
as originally prepared for presentation to
Parliament, included the following section
which was abbreviated during the actual
presentation.]

DOMINION PROVINCIAL RELATIONS

During the past year parliament has ap-
proved a new system of fiscal arrangements
with the provinces. Under this new system
the provinces have reassumed their constitu-
tional rights and responsibilities to impose
and vary their personal and corporation in-
come taxes as they see fit. At the same time
the dominion government has offered to
collect these provincial taxes free of charge
provided the tax base is the same as under
the federal tax law. Thus the provinces have

[Mr. Fleming (Eglinton).]

been  spared the expense of administering
their own tax systems while preserving the
right to vary the yield from them by action
independent of the dominion government.
At the same time the offer of this free col-
lection service encourages the provinces to
adopt a uniform tax base and is therefore a
contributing factor to simplicity and uni-
formity in the tax system as a whole and the
taxpayer is helped- by not being required to
complete more than one return.

Under ‘the new arrangements the Depart-
ment of National Revenue will collect the
personal income tax for nine provinces and
will collect the corporation income tax for
eight provinces.

This new freedom for the provinces has
been accompanied by an increase in the
provincial share of the personal income tax.
When this government took office the prov-
inces received a tax rental equal to 10 per
cent of the federal income tax. This rental
was raised to 13 per cent commencing in the
fiscal year 1958-59. The new arrangements
provide for a reduction in federal personal
income tax of 16 per cent in the first year
of the arrangements rising by 1 per cent
each year to 20 per cent in 1966-67. Thus the
provinces without imposing any additional
burden of taxation will by the last year of
the new arrangements be receiving double
the share they received when this govern-
ment took office in 1957.

At the same time the new system of fiscal
arrangements provides for a broader and
more realistic system of equalization which
takes account of the variations in natural
resource revenue as well as in the yields of
personal income tax, corporation income tax,
and estate tax. In addition, the Atlantic
Provinces Adjustment Grants which this
government introduced in 1958 have been
increased by 40 per cent from $25 million
to $35 million per annum and the special
payment of $8 million per annum to New-
foundland has been extended for a further
five-year period.

The result of the new fiscal arrangements
will be to increase very substantially the
contributions to the provinces by way  of
unconditional grants or tax abatements. The
estimated value of these unconditional grants
and abatéments to the provinces for 1962-63
is $980 million, an increase of $122 million
over last year and of $428 million over
1956-57. Although the increase in uncondi-
tional grants to the provinces since 1956-57
has been large, the increase in conditional
grants has been even more rapid. I should
like at this point to insert in Hansard a table
showing the amount of the federal contribu-
tions to the provinces and certain payments
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to institutions in the provinces for the fiscal
years 1956-57 to 1961-62 together with the
estimated amount for the years 1962-63.

[Editor’s note: See Table 5 on page 14.]

It will be seen that the total of all these
payments and abatements, conditional and
unconditional, is estimated at $1,794 million
for 1962-63, more than two-and-one-half times
as great as the total of $689 million in 1956-57.
Conditional grants as estimated for 1962-63
at $749 million are not far short of seven
times the total of $111 million for the fiscal
year 1956-57.

This enormous increase in the contributions
to the provinces has assisted them directly
and indirectly in the provision of essential
services and has placed them in a better
position to assist their municipalities. It has

7

greatly added to federal financial burdens
and has given rise to federal budgetary
deficits. In fact, the cumulative increase in
these contributions to the provinces over the
past five years has been greater than the
cumulative budgetary deficits for that period
by no less than $376 million. I should like at

‘this point to place in Hansard a table which

compares the budgetary deficits of the domin-
ion government for the period 1957-58 to
1961-62 with the increase in contributions to
or for the benefit of the provinces.

[Editor’s note: See Table 6 on page 15.]

As a further measure of federal assistance
to the provinces I should also refer to the
resolution now in the order paper which
makes provision for federal crown corpora-
tions to pay provincial commodity taxes and
licence fees.
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1. to present a general economic review of 1961, ‘bringing together in one

- place and in convenient form some of the more comprehens1ve indicators

. of economic conditions prepared by the Dominion Bureau of Statistics,

the Bank of Canada and other Government Agencles, together with
brief. comments;. o ,

2. to present a preliminary review of the Government Accounts for the
: fiscal year ending March 31, 1962.
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The tables in this Budget Paper are based upon estimates provided by the
Dominion Bureau of Statistics, the Bank of Canada and other Government
Agencies. Some of the figures appear for the first time; others have been published
elsewhere. All 1961 estimates are preliminary and subject to revision.



43

ECONOMIC REVIEW OF 1961
GENERAL

1961 was a year of expansion in the Canadian economy 1In the midst of a
wide variety of economic forces which influenced Canadian developments, some
of which will continue to be of importance in the years ahead, the economy re-
sponded to policies undertaken during 1961. Then too, the external environ-
ment, one of the more basic elements determining Canada’s economic well-being,
was, on the whole, favourable to the course of expansion.

In the 1960 Budget Papers reference was made to the unusual conjuncture
of economie forces, special, cyclical and longer term that were having adverse
effects on the Canadian economy. This condition lasted into the early months
of 1961, and by March 1961 the index of industrial production was 4 per cent
below the peak level reached at the beginning of 1960. Unemployment was
high, being close to 8 per cent of the labour force, after allowing for normal sea-
sonal movements. The deficit on international current account was running at an
annual rate of $1.2 billion, or the equivalent of about 3% per cent of the Gross
National Product. This represented, in effect, the net importation of resources
from abroad which, given the extent of unused capacity in Canada at that time,
was at a level clearly inappropriate to Canada’s economic circumstances. These
relatively unfavourable conditions do not, of course, tell the entire story: em-
ployment and incomes had continued to rise throughout 1960 and prices had
risen scarcely at all.

It was against this very briefly sketched background that Canada entered
the spring months of 1961. At that time economic conditions in the United
States began to improve and, as the earlier American deterioration there had
imparted a downward influence on Canada’s economic activity, so did the sub-
sequent business upswing impart a more favourable influence. ~ At the same time
the expansion of exports to other countries was reinforced by some additional
large grain sales, helping to improve Canada’s external position.

The wide range of economie and financial policies followed by the federal
government in 1960 and 1961 was designed to facilitate the flow of Canadian
savings to Canadian borrowers and reduce excessive capital inflows from abroad.
In the event, these policies resulted in a reduction of upward pressures on
Canada’s exchange rate and reduced the deficit on international current account.
At the same time, the size of the budget deficit was:increased to enlarge the
flow of purchasing power to the general public, in a period when there was a
considerable amount of unused economic capacity.

From March to December 1961, (the month of the latest available data) the
index of industrial production rose by 9.1 per cent, bringing it to a level 4.7 per
cent above the previous cyclical peak of January 1960. The most comprehensive
measurement of economic activity, the Gross National Product, increased from
its first quarter low to the fourth quarter by $2.4 billion, or by 7 per cent, and at
year end was about 3 per cent above the average of 1961 as a whole. Employ-
ment responded to the improved pace of economic activity and rose at a more
rapid rate than in 1960 and the rate of unemployment began to fall. By August

.1961, the numbers of unemployed were below those experienced one year earlier
and, by year end, the rate of unemployment (after allowance for normal seasonal
movements) had fallen from the cyclical peak of 7.8 per cent at the beginning of
the year to 6.1 per cent of the labour force.
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TABLE 1.
NATIONAL INCO‘\IE AND GROSS NATIONAL PRODUCT
(Seasonally Adjusted at Annual Rates)

_ L 1960 | Preliminary 1961
: 1Q 1 20 | 3Q | 4@ | 1@ | 29 | 3Q ‘1 4Q
( ~ (Millions of dollars)
. Wages, salaries, and supplementary labour i income......... e - 17,992 18,044 18,172 | 18,268 18,412 18,736 19,060 . 19,328
..Military pay ADA AUOWANCES. - . vnven i eneeenneee s e ois e 500 500 504 532 - 540 544 544 572
. Corporation profits before taxes and before.dividends paxd to non-remdents‘ .. 3,516 3,244 3,176 3,172 2,956 3,364 1 - 3,588 3,844
Deduct: Dividends paid to non-residents®...........0.....coviiuitn,, T —484 - ~—488 —488 —420 —748 —544 —548 —512
Rent, interest, and miscellaneous investment income...................... ‘. 2,356 2,396 2,372 2,436 2,480 2,468 2,618 2,552
. Accrued net income of farm operators from farm production(® 1,248 - 1,136 1,140 1,252 864 | 932 1,016 936
. Net income of non-farm unincorporated busmess ......... . 2,176 2,196 2,136 2,252 2,002 2,224 . 2,372 2,308
. Inventory valuation adjustment®............. [RETTRTTIO —136 —104 — 64 84 48 — 64 —124 —204
. National Income (1+24-344+5+6+7+8)...... S S | 21,168 26,924 26,948 27,576 26,644 27,660 28,524 28,824
. Indirect taxes less subsidies............oo i PO 4,456 4,480 4,392 4,456 4,556 4,584 4,540 4,892
. Capitnl consumption allowances and miscellaneous valuation adjustments. . 4,320 4,320 4,284 4,248 4,312 4,284 4,388 4,412
.Resxdualerroro[estlmate......................................: ......... 44 —104 96 104 48 — 40 —56 —196
. Gross National Product at Market Prices (9+10+4+11+12)........... ... 35,988 35,620 35,720 36,384 35,560 36,488 37,396 | 37,932
.+ (Gross Natxonal Product at Market Pnces excluding Accrued Net Income of! 3 . '
. Farm Operators)............ e e . (34,740)) (34,484) (34,580) (35,132)| (34,696) (35,556); (36,380) (36,996)

laneous income. Also includes some net profits of non-Canadian non-financial corporations.

@) See footnote 2, Table 3.

. @ Includes accrued earnings arising out of the opemtxons of the Canadxan Wheat Board.

- Includes thhholdmg tax applicable to this 1tem Smce the withholding tax is also part of National Product it is included again in Rent interest and miscel-

474
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On the financial side, interest rates declined’ generally after mid-year, and
‘the spread between Canadian and United States interest rates narrowed appre-
ciably. Liquidity increased in the economy and a larger share of total borrowing
was financed in Canada. This was reflected in the decline in the capital inflow
from abroad and the reduction of the external price of the Canadian dollar. .The
international current account deficit was accordingly reduced in 1961.

The economic expansion of 1961 was achieved without disturbance to the
relative stability of prices. A variety of price indexes, including ‘the'consumer
price index and the price index applicable to Gross National Product, averaged

less than 1 per cent higher in 1961 than in 1960. These and other developments
are discussed more fully below.

THE NATIONAL ACCOUNTS

) 4 NaTioNaL INcoME AND PrODUCT

As indicated above, the Gross National Product rose substantially through-
out the last nine months of 1961. By contrast, the movement within 1960 had
been irregular, falling from the first to the second quarter, then increasing to the
fourth quarter before declining again at the beginning of 1961. The irregularity
of the movement of G.N.P. throughout 1960 and into the first quarter of 1961
makes less meaningful a comparison of the annual averages of these two years;
indeed such a comparison masks the significant strengthening in economic
activity which took place throughout 1961. Further, the measurement of
Gross National Product includes the value of farm production and the annual
figures for 1961 reflect the sharp decline in farm inventories which resulted
from the drought in western Canada as well as enlarged grain exports. The
1961 grain crop turned out to be only about ‘three-fifths of its average value in
recent years, and the increase in G.N.P. was correspondingly reduced by about
$400 million, or about 1 per cent. (It should be noted, however, that farm
cash income was maintained at peak levels, with sales made possible out of
previously accumulated stocks.) The net result of all these factors was that

GROSS NATIONAL EXPENDITURE :
IN CURRENT AND CONSTANT (1957) DOLLARS"
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G.N.P. in 1961 rose to about $36.8 billion, 2.5 per cent above the average of
1960. With prices relatively stable, about four-fifths of this increase in yearly
averages represented a gain in real volume.

As was previously pointed out, the G.N.P. seasonally adjusted in the fourth
quarter of 1961 was already about 3 per cent above the average of the year as a
whole, and 7 per cent above the first quarter of 1961. This compares favourably
with the increases during the early phases of previous upswings.

The'following table and accompanying chart illustrate this point. They show
changes in the value and volume of non-farm output during the downswing and
early phases of the upswing in 1953-54, 1957-58 and 1960-61. The purpose of
making comparisons with the low point of activity is, of course, to show the
relative strength of the upturn. However, this type of comparison has only a
limited meaning by itself, since an upturn is more likely to be strong after a steep
than after a mild decline. For this reason, it is useful also to compare the current
level of activity with that prevailing before the declines took place, i.e. at the
previous peak, in terms of both the value and the physical volume of output
at these points. This shows that the recent gain (late 1961) in real terms was
larger than the expansion in the immediately preceding upturn (1958) in which
the value increase contained substantial elements of price.

Output of the services-producing industries of the economy rose during
1961, reflecting a continuation of the almost umnterrupted longer run movement,
and reached new peaks, both in total and for each major service industry. For
tlfle year as a whole, ~output in services averaged about 3 per cent above the level
of 1960.

‘The goods-producing sector of the economy produced a less even picture,
as fnight be expected. This is typical of the goods sector, which is more subject
to varying demands, including shifts in inventories and in fixed investment
within the country, and changes’in forelgn demand for goods including, again,
shifts in inventories and fixed investment in foreign markets. The greater
volatility ‘of output in this sector, relative to services, is associated with wider
swingsin employment, particularly of males, who predominate in goods-producing
industries.

* VOLUME OF NON-AGRICULTURAL OUTPUT

{ COMPARISON OF YEARS 1953 -1957, 19571960,

1960-196% WITH PRECEDING PEAK OF ACTIVITY =100}
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"TABLE 2

' SOME COMPARATIVE RATES OF RECOVERY

Value of % Change Volume of % Change
Non-farm % Change Preceding Non-farm % Change Preceding
Date Output® 3 quarters Peak to Output(® 3 quarters Peak to
(Preceding | after trough 3 quarters (Preceding | after trough 3 quarters
Peak =100) . after trough | Peak=100) after trough
1Q 1960 100.0 100.0
1Q 1961 100.5 99.4 .
4Q 1961 106.6 +6.0 +6.6 104.0 +4.6 +4.0
1Q 1957 100.0 100.0
1Q 1958 100.2 98.4
4Q 1958 104.9 +4.7 +4.9 101.7 +3.4 +1.7
2Q 1953 100.0 100.0 )
2Q 1954 101.3 99.0 .
1Q 1955 107.0 +5.6 +7.0 105.1 +6.2 +5.1

The data in this table and in the accompanying chart exclude farm output and interest and dividend
payments to and from abroad, and thus differ somewhat from the measurement of gross national
product. The value of farm production has been deducted since, for statistical reasons, the seasonally
adjusted value of the grain crop for the calendar year is allocated evenly throughout the four calendar
quarters, complicating comparisons between quarters of different years. The interest and dividend
adjustment hias been made to the value figures in order to make them comparable to the volume
figures, which measure output on a gross domestic-basis, i.e. of goods and services physically produced
in Canada. It should also be noted that price comparisons cannot be derived with precision from the
value and volume indexes in this table. For purposes of price comparison, the deflators of Gross
National Expenditure are more accurate. ’ . . : ’

Data prepared in Department of Finance.

[¢3

[=}

In 1961 the Volume of total agricultural output decuned because of drought
conditions in western Canada, the drop in grain output more than- offsetting
increases in the remainder of. the agricultural sector.. Apart from agriculture,
output in the rest of the goods sector showed a yearly average gain. Manu-
facturing output, which had declined during 1960, rose throughout 1961 and at
December was somewhat above the previous peak level of January 1960. This
reflected, in the ‘main, movements in durable goods production, since out-
put of non-durable goods had-been relatively flat in 1960 and rose signifi-
cantly in 1961. Developments in durable manufacturing were more volatile.
From January 1960.to January 1961, output in durable'manufacturing declined
by 11 per cent, then increased and by December 1961, was almost back to the
level of January 1960. v

Mining output reached new peaks in 1961, rising sharply in the course of
the year. There were gains in some metals 1nclud1ng nickel and copper, but the
larger increases came from the output of non-metals and fuels, especially asbestos,
natural gas and petroleum, the latter groups enjoying: larger markets both at
home and abroad.

The output and distribution of electnc power and gas utilities continued its
steady rise and increased by 7 per cent over 1960. ,

In the construction industry, there was an increase of about 3 per cent in
the yearly average due to the increase in the non-residential component. During
the year as a whole forestry output declined but fishing and trapping showed
increases. '

Considering developments in the labour force in 1961 which will be dis-
cussed more fully in a later section, four main points stand out: the recent sharp
increases in the labour force slackened; there were significant increases in employ-
ment; employment of males rose substantially for the first time in about two
years; and the level of unemployment declined in the course of the year. By
December 1961, the labour force was 1 per cent, or 65,000 higher than a year



TABLE 3
GROSS NATIONAL EXPENDITURE

(Seasonally Adjusted at Annual Rates)

1960 Preliminary 1961 .
1Q 2Q 3Q 4Q 1Q | 2@ |- 38Q | 4Q
(Millions of dollars)

1. Personal expenditure on consumer goods and Services..................... 22,856 23,332 23,376 23,904 23,784 24,124 24,504 24,600
2. Government expenditure on goods and services.............coviveininnnn. 6,492 6,544 6,804 6,892 6,924 7,140 7,284 7,384
3. Businesé gross fixed capital formation®,................ccciiiiiiiiinn.., 7,008 6,548 6,564 6,648 6,392 6,260 6,620 6,700
new residential construction...................cc0ut.n 1,624 1,372 1,396 1,380 1,344 1,436 1,576 1,476
new non-residential construction 2,624 2,524 2,580 2,580 2,616 2, 560 2,652 2,760
new machinery and equipment.................... ... 2,760 2,652 2,588 , 2,432 2,264 2,392 2,464
" 4. Value of physical ¢change in inventories—total®........................ L. 780 -484 —92 264 —332 —212 —316 —-92
. non-farm business inventories...................00il.. 692 .380 —132 156 60 168 104 . 504
farm inventories and grain in commercial channels 88 104 40 108 —392 —380 —420 - —596
5. Exports of goods and services® . . ... oottt i 7,244 6,748 7,204 6,892 7,184 7,316 7,856 7,956
6. Imports of goods and services® .. .......c.ceiiiiiiiiiieneiriairnneannn. —8,348 | —8,144 | —8,036 | -8,112{ -—8,344 | —8,184 | -—8,608 —8,812
7. Residual error of estimate............. PRI —4 108 —100 —104 —48 44 56 196
. 8. Gross National Expenditure at Market Prices (1+24-3-+44-5+6+7)....| 35,988 35,620 35,720 36,384 35,560 36,488 37,396 37,932

(Includes private businesses and institutions, and publicly owned Business Enterprises.

®The book value of inventories is deflated to remove the effect of price changes and the derived ‘;physical” change is then valued at average prices of the
- current period-to obtain the value of physical change. The difference between this value of physical change and the change in book value is called the in-

ventory valuation adjustment (see line 7, Table 1).

(OMinor adjustments have been made to the figures of current receipts and payments shown in Table 31 to achieve consistency with the other component

series.

8%
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earlier, and total'employment was up 3 per cent, or 180,000, of which 125,000
were males and 55,000 females. .Unemployment declined by 115,000 persons
from December 1960 to December 1961.

_ Turning to the flow of incomes in 1961, the major components showed
increases from the first quarter of the year. By the fourth quarter, national
income was running at an annual rate of $28.8 billion. compared with $26.6
billion in the first quarter of the year and $27.2 billion in the first quarter of 1960..

The sharpest gain within 1961 took place in corporation profits, which had,
however, shown the sharpest decline during 1960 and early 1961. During 1961

- corporation profits increased from the first to the fourth quarter by 30

per cent. This brought profits to a new peak rate of about $3.8 billion in the

fourth quarter, surpassing the previous peak of the fourth quarter of 1959 by
about 4 per cent. The increase in profits during 1961 reflected the sharp pickup
in production and the relative steadiness of costs.

Labour income rose by 5 per cent from the first to the fourth quarter of the
year. During the same period the number of paid workers and average hourly
earnings rose significantly while there was also a modest rise in the length of the
average work week. The rise in personal disposable income paralleled that of
labour income. Taking into account the stability in consumer prices and
the estimated rise in population, there was a significant gain in per capita real
disposable income from the beginning to the end of 1961.

Rent, interest and miscellaneous investment income increased about 6 per
cent from 1960 to 1961. The level of farm income in 1961 was reduced from
1960 due to the drought and subsequent decline in grain production in
western Canada. Cash income was maintained at record levels, however, due to
increasing export and domestic sales of grains and other farm commodities,
requirements of grain being met out of previously held stocks.

Net income of “other unincorporated business’ rose somewhat in 1961.

NaTioNaL EXPENDITURE

Between the beginning and end of 1961 all of the components of demand
on a seasonally adjusted basis increased thus providing the support for the upward
movement in the economy. Over the period as a whole, gains in consumer spend-
ing and exports were the largest elements in the rise, with increases in government

TABLE 4

CHANGES IN bOMPONENTS OF GROSS NATIONAL EXPENDITURE
’ (Millions of dollars) .

First Quarter 1961 to Fourth Quarter 1961

Consumers............... 4. et e e et ta e et et e e ea e s araranens +818
Government................ P S +460
Business Investment .
D T T +132
Plant and Equipment. ..ottt et iet e et teenenenensnaneeenesenenens 4-176
B 4T3 o - T et ee et ieen e +772
SUD-BOLAL. . . oottt e e e re et +2,856
Non-farm business IVENtOrIes. .. .. .. v vvees s et +444
Farm inventories and grain in commercial channels. .......ov.veeennvnvnreeererneneenennnns —204
Total PUPCHASES. ....euveeitiiiii ittt ittt ittt eete e e e e r e iaieaaneananss 2,696
B 1) o) o R S —(-+468)
ResidUal Error. ..o ittt iiiit ettt iee et e ettt ie s e eanans +244
Gross National Expenditure......................o.icoiveviiinnnnn e feveiis +-2,372




TABLE 5

GROSS NATIONAL EXPENDITURE IN CONSTANT (1957) DOLLARS
(Seasonally Adjusted at Annual Rates)

) _ 1960 Preliminary 1961
1Q 2Q | 3Q | 4Q 1Q 1 2@ | 3Q 1Q
o © (Millions of dollars) _

1. Personal expenditure on consumer goods and services 21,856 '22,200 22,220 22,572 22,478 22,776 23,068 2_3,116
2. Government expenditure on goods and services. . ..... T "~ 6,148 6,128 6,336 . 6,416 6,392 6,608 6,720 6,712
.3. Business gross fixed capital form'ation e 6, 564 6,096 | ." 6,088 6,176 5,904 5,780 6,108 6,168

new residential construction....................... 1,500 1,260 1,276 1,256 1,220 1,312 1,440 1,344

new non-residential construction....................... 2,448 2,360 2,396 2,412 2,424 2,376 2,476 2,564

new machinery and equipment............... ... i 2,616 2,476 2,416 2,508 2,260 2,092 2,192- 2,260
4. Value of physwal change in inventories—total. .. ............ e 744 464 —-116 240 —364 —248 —340 —96

non-farm business inventories : N 668 . 372 —~132 152 64 176 112 484

farm inventories and grain in commercial channels 76 T92 16 88 —428 —424 —452 —580
5. Exportsofgoodsa.ndservices................................;'......‘ ...... 7,140 6,592 7,056 6,748 7,036 7,148 7,564 7,624
6. Imports of goods and services.................... et PR e ~8,276 | —7,044 | —7,706 ' -7,802 | —8,068| -—7,884| —8,080 —8,236
7. Residualerrorof estimate........ ...ttt i —40 100 —96 ~98 —44 40 52 184
8. Gross National Expenditure in Constant (1957) Dollars (1+2+3+4+ .

o ) T O 34,126 33,636 33,692 34,164 33,332 34,220 35,092 35,472

0§
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.spending on goods.and services being next in magnitude. Business investment
in fixed plant and equipment and in non-farm inventories also increased signifi-
cantly from the first to the fourth quarter. In total, demand, both domestic and
foreign, rose by about $2.6 billion over the period, and was met by increases in
domestic production of $2.1 billion and additional imports totalling $0.5 billion.
. .As between the first quarter of 1960 (the preceding peak) and the fourth
quarter of 1961, the change in the composition in total demand was substantially
different from that which took place from the beginning to the end of 1961.
Between the first quarter of 1960 and the fourth quarter of 1961, farm inventories
and grain in commercial channels declined by about $700 million, reflecting both
the lower grain crop in 1961 and higher export sales. At the same time the
accumulation of non-farm business inventories was smaller by $188 million,
reflecting the reaction to the post-U.S. steel strike inventory accumulation in
early 1960. Total business fixed investment was also at a lower level in the
fourth quarter of 1961. Offsetting these influences were larger increases in con-
sumer and government spendmg, the two sectors rising in total by $2.6 billion
over the seven quarters.

During 1961 consumer spending increased steadily from the ﬁrst to the
fourth quarter. Increases in government spending on goods and services were
fairly steady throughout the year. Housing outlays were higher in the second
half of the year as were outlays-on business plant and equipment, Exports rose
very sharply in the third- quarter and more than maintained the rate in the last.
quarter of the year. Liquidation of farm inventories was very heavy through-
out the year, reflecting large grain sales and a much reduced crop. The accumu-
lation of non-farm business inventories was small during the first three quarters -
of. the year, but moved up significantly in the last quarter. In contrast with
previous upswings, inventories have so far played a more modest role in the
expansion of demand reflecting different fundamental conditions including ample
supply and steady prices.

Turning to expenditure items in more detail, consumer spending rose
throughout 1961 after having shown a fractional decline in the first quarter of
the year. In the last three quarters of 1961 consumer spending increased by
about 33 per cent and by the end of 1961 was 8 per cent above the rate in the
previous peak in general business activity in the first quarter of 1960. Prices of
consumer goods and services changed very little in the course of 1961, so that
the value increases in spending represented gains in real terms.

Purchases of durable goods seasonally adjusted rose by more than 14 per
cent within 1961. The gains were concentrated in. purchases of new cars which
after declining in the first quarter of the year reached a level in the fourth quarter
about 10 per cent above the level of a year earlier. Prices of durable goods,
particularly automobiles, declined in-1961, compared with 1960, so that the
increases in real terms were even greater than the gains in value terms.

Consumer spending on non-durable goods rose steadily until the fourth quarter
of the year when it declined slightly but was still more than one per cent above
the level of the first quarter. Consumer spending on services continued its long
term rise throughout 1961, increasing from the first to the fourth quarter by
about 3 per cent, of which nearly 2 per cent represented increases in real terms.
The main part of the value increase was accounted for by spending on medical
services and on rents (paid or imputed on owner-occupied dwellings).

Government spending on goods and services rose from the first to the fourth
quarter by 7 per cent. More than one-half of the increase in this period took
place at the provincial and municipal levels. For the year as a whole, govern-
ment spending on goods and services rose by $500. million, of which about $45
million reflected increased capital outlays.
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Business fixed capital formation rose in the second half of 1961, after de-
clining in the earlier part of the year and by the fourth quarter of 1961 had sur-
passed the level achieved one year earlier. Movements were diverse throughout
the year. During theé first quarter of the year housing starts were at a very high
rate carrying forward the upward movement begun in the last quarter of 1960.
This increase in starts was not reflected in housing completions until the third
quarter of the year. Starts declined from the very high rate in the first quarter,
and then increased irregularly until the closing months of the year. For 1961 as
a whole starts totalled about 125,000 units, some 15 per cent above the previous
year, while completions were 116,000 units, 7 per cent below 1960. In November
1961 the N.H.A. maximum interest rate was lowered from 6% per cent to 63
per cent.- : ’

-Business investment in new plant and equipment is described more fully
in the section on Investment and Capital Expenditure. In broad terms, outlays
for both plant and equipment were somewhat below the levels of 1960, although
within 1961 itself there was a firm upward trend during the second half of the
year. For the first time in seven years there was a relative stability in costs
of non-residential construction. )

During 1961 there was a net liquidation of inventories in Canada. This
liquidation was more than accounted for by a reduction in grain inventories
which arose from a combination of increased marketings (notably exports) of
grains and a much reduced grain crop in western Canada. On the other hand,
" there were some increased livestock inventories on farms. As against the net
depletion of farm stocks there was an increase in holdings of non-farm business
inventories of $209 million, with the largest increase taking place in the fourth
quarter of 1961.

) - TABLE 6
" CHANGES IN INVENTORIES
1961 quarterly at annual rates 1961
1Q 1 2Q ) 3Q | 4Q Annual
(Millions of dollars)

Manufacturing....o.oviveerinnieernneenenannnens — 24 — 60 - 84 252 21
Wholesale Trade..........ccoiveviiieininacinenses 68 18 - 4 176 64
Retail Trade...ocoviviiiriieiininiiiiiienanns — 64 20 204 224 96
L0747 80 192 - 12 —148 28
Non-farm Business Inventories.................... 60 168 104 504 209

Farm Inventories and Grain in Commercial
Channels......cooveiiiiiiiiiiiiiiiieinnnnn, —-392 —380 —420 —~596 —447
Total Inventory Change......................... —332 -212 —316 — 92 —238

During 1961, manufacturers, especially of durable goods, continued to
draw down stocks well after the pickup in general business activity, and it was
not until the fourth quarter that significant accumulation of inventories took
place in that sector. Other non-farm business sectors tended to accumulate
inventories hesitantly and erratically in the course of the year. Over the year
as a whole the buildup was small in relation to previous upswings and in the
manufacturing sector the rate of increase in stocks was less than in shipments,
so that at year end the ratio of stocks to sales was somewhat below that of the
previous year.
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Some: indication of the modest increase in inventories may be given by

measuring the “swing”

from the low point in general business activity for 1961 and 1958.

in non-farm business inventories for the three quarters

“

(D (2) 3) (¢))
Change in Change in ~
Non-Farm Non-Farm ‘‘Swing"’
Trough in Business activity Business Business
Inventories Inventories Col. (3)
during three quarters Minus
quarter *  after trough Col. (2)
(Millions of dollars) ,
1Q 1961 60 504 +444
1Q 1958 —688 72 +760

The moderate nature so far of the inventory upswing reflects, as has been
previously noted, conditions of more ample supply and rapid delivery as well as
moré cost consciousness and a decline in the fear of the possibility of inflation.
The lower rate of inventory accumulation in this upswing compared with the
last may have had some bearing on the demand for financial resources and the
lesser increase in interest rates as compared with the preceding upswing in 1958.

Exports of goods and services rose in 1961 more rapidly than imports, so-
that the deficit on current account narrowed, compared with 1960. The increase
in exports was generally maintained throughout the year and was concentrated
in commodity exports which rose to a new peak. There were, in addition, other
significant developments which are discussed more fully in a subsequent section.
For the first time-since 1954, there was a surplus on merchandise trade account
(adjusted to conform with balance of payments definitions).

PERSONAL INCOME AND ITs DISPOSITION

Personal income fell slightly from the fourth quarter of 1960 to the first
quarter of 1961, but subsequently rose to $28.8 billion in the fourth quarter of

1961, a 5.6 per cent increase over the first quarter. .

TABLE-7
SOURCES OF PERSONAL INCOME -
— 1958 1959 1960 Pﬁ%’é{“‘
(Million§ qf_dollars)
1. Wages, salaries and supplementary labour income. 16,521 17,463 18,119 18,884
Deduct: Employer and employee contributions to : '
social insurance and government pension funds. —615 —651 . ~735 —781
2. Military pay and allowances...................... 491 496 509 550
3. Net income received by farm operators from farm
productlon(l) ................................. 1,201 ~1,123 1,188 909
4. .Net.income of non-farm unincorporated business.. . 2,125. 2,192 . 2,190 . 2,249
5. Interest, dividends and net rental income of per-
SONS) . L. i e, 2,277 2,551 2,742 2,850
6. Transfer payments to persons— - ;e o
(a) from government (excluding mterest) 2,637 2,756 3,121 3,343-
~ (b) charitable contributions made by corpo— - ) :
rations. .... e e et a e - 38~ 42 44 45
7. Personal Tncome (14-2+3+4+5+6)............... 24,675 25,972 | - 27,178 28,049

) Excludes undistributed proﬁts of the Wheat Board and an inventory valuatlon adjustment on a
calendar year basis for grain held by the Wheat Board. R .
@ Includes all government debt interest paid to persons.
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‘Among the components of personal income, wages, salaries, and supplemen-
tary labour income rose throughout the year; farm income itself, while lower for’
the year as a whole due to the smaller grain crop, was higher in the latter half of*
1961. Income of unincorporated businesses rose during the second half of the
year due to improveinents in trade and construction. Interest and dividend
payments to persons, along with net rental incomes, rose 5 per cent during the
year. The increase throughout 1961 in transfer payments from Government
(excluding interest) was the reflection of a regular growth in family allowances
and old age security payments, as well as payments to farmers under the Prairie
Farm Assistance Act. These increases were offset to some extent by lower:
unemployment insurance benefit payments as the numbers of unemployed dechned
during the year.

TABLE 8
DISPOSITION OF PERSONAL INCOME

— 1958 1959 1960 Prelim.
(Millions of dollars)
1. Personal direct taxes—
(a) income taxes..... RO R TTTIPE . 1,554 1,744 1,978 2,126
(b) succession dutles....... e . 126 130 158 146
(¢) miscellaneous taxes............. e 115 213 221 232
| Total direct taxes........... RUPUUR A L 2,087 2,357 2,504
2. Personal expenditure on consumer goods and,
services—
Goods— . . .
(a) non-durable.............. ..l 10,878 11,303 | - 11,699 12,139>
(b) Qurable.....oceuuenininnineinnen S 2,499 | 2,678 2,667 2,604
Services......ccoviiiiiiininnnn Ve erereaienaes . 7,868 8,514 9,001 9,420
“Total consumer expenditure......... P 21,245 22,495 23,367 24,253
3. Peréonal saving—
(a) personal saving excluding farm inventories... 1,727 1,466 1,439 1,606
‘ (b) change in farm inventories..... [P —92 | —76 15 —314:
Total personal saving...... e 1,635 1,390 1,454 1,292
4. Personal Income (14+2+3)...............ooiiit, 24,675 25,972 27,178 28,049

Personal disposable income followed somewhat the same pattern as personal
income and increased by about 3 per cent over 1960. Personal direct taxes (in-
cluding, in addition to personal income taxes, succession duties, motor vehicle
licence fees, hospital insurance premiums, etc.) rose from the first to the third
quarter but moderated during the rest of the year. Total payments increased
by 6.2 per cent over 1960.to a total of $2,504 million. Personal income tax
payments rose by 8.7 per cent from the first to the fourth quarter of 1961.
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The trend of personal saving, i.e., personal disposable income less personal
spending, was generally upward during the year.

“TABLE 9 _
P PERSONAL SAVING -
1956 .. 1957 1958 1959 1960 19611
Personal saving as per cent of personal
.. disposable income.................. 6.5 | 5.7.] . 71 5.8 5.9 5.1
Personal saving, excluding change in : : ‘
farm inventories as per cent of per- L '
sonal disposable income............ . 54 L 6.2 7.5 6.1 5.8 6.3
. | V . (Millions of dollars)
(1) Personal disposable income..... 20,153 - 21,274 22, 880 23,885 24,821 25,545
(2) Personal saving................. 1,320 | 1,202 | 1,635 | 1,300 | 1,454 | 1,202
(3) Change in farm inventorif_as ..... | ,,+.241 © =125 — 92 - 76 o+ 15 —314
(4) Personal saving excluding change| :
in farm inventories......... 1,079 1,327 1,727 1,466 1,439 1, 606

.DISPOSITION OF PERSONAL. INCOME™

BILLIONS OF DOLLARS ) : * BILLIONS OF DOLLARS ~
©35
30 . PERSONAL DIRECT. TAXES """ : L] ' ' - 30
%‘%@2 PERSONAL SAVING

OPERSOA':.MEOEI:‘SPEP:?&TE:&S PERSONAL EXPENDITURE ON ) ‘ I“‘ 25
- N TOT. IV o2 - E
2 e .

AND SERVICES CONSUMER DURABLE G00DS
20 —120
15 - lé
10 —1-10- -
-5 : —_5
0 0

1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 l9.59, 1960 1961 .
(1) SEASONALLY ADJUSTED AT ANNUAL RATES

For 1961 as a whole, pérs_onal saving amounted to 5.1 per cent of personal
disposable income. Excluding change in farm inventories the percentage was
6.3 per cent, slightly higher than in four of the preceding five years. - -

SOURCE AND DISPOSITION OF SAVING™ ,

Total saving declined in the first quarter of 1961 but rose steadily during

the remainder of the'year. As noted in last year’s Budget White Paper and as
illustrated in the accompanying chart, total national saving tends to follow

closely the movements of general business-activity.
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- TABLE 10°
SOURCES OF SAVING: -

1058 1959 1960 Prelim.
(Millions of dollars)

Personal net saving®........ooivieiinns i eererecees - 1,635 1,390 1,454 - -1,292
Business gross saving—total.................. ... .. 4,774 5,143 5,092 © 5,156
: (a) Undistributed corporation profits®.......... . 876 989 793 779

(b) Capital consumption allowances and mis- }
cellaneous valuation adjustments............. 3,899 4,159 4,293 4,349
(c) Adjustment on grain transactions®.......... -1 - b 6 28
Inventory valuation adjustment.............. . — 35 —i30 —55 — 86
Government surplus (+) or deficit (=)®...... e - l,QO7 —520 —648 -893
Residual error of estimate(® 102 — 43 35 —61
Motal.....ooei i 5,469, 5,840 5,878 . 6,408

() See Table 7.
(2 See Table 12.

@& Accrued earnings arising out of operations of the Canadian Wheat Board.
(0 See Table 16. o .

®) See Tables 1 and 3.

Despite the increase-diring the-year; tétal saving'for 1961 as a whole was
below..the .average for 1960 as a whole. Most of this decline was. due to-the
smaller--grain crop which had-the-effect-of -reducing: both- personal saving (by
lowering farm net income) and inventories. Apart from this, business saving
rebounded fromthe first quarter decline as profits rose sharply- in.the remainder
of ﬂth:e year: . After payment of dividends, undistributed corporation profits by
the fourth quarter-of- 1961 reached the highest level in three years. The total of
capital consumption allowances rose slightly in 1961.- The combination ‘of rising
capital consumption allowances and the increase in undistributed profits raised
the rate of gross business saving in the fourth quarter of 1961 to a new dollar
peak. The significance of this along with the rates of business:investment in
ﬁxeds capital and inventories is analyzed in the section on financial.developments.

Y

o " - TABLE 11
: DISPOSITION OF SAVING

i

R 1958 1959 1000 | Prolim.
_ (Millions of dollars)
Busix_),ésq gross fixed capital formation............ R 6,075 6,894 6,602 6,493
Value of physical change'in idventofies. . -+ 5o | =aep | O “ gt - sse| o —2s8
Surplus (+) or deficit (—) on current account with . .
non-residents®...... ...l —1,0_83 —1,448 . —1,138 . -—909
Residual error®................ ... eereraaeaaes -101 4 — 35 62.
Total................. FETTS TR - 5,469 5,840 " 5,878 | 5,408

) Minor adjustments have been made to the figures appearing in Table 31.
@ See Tables 1 and 3. :

The deficit on combined govei'nme}nt account (national accounts basis) for
1961 as a whole was $245 million higher than in 1960, but the quarterly series-
suggest that the level of the deficit remained relatively unchanged from the
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third quarter of 1960 through to -the second quarter of 1961, and then declined.
The government deficit at the federal level rose for the year as a whole from $251
million to $446 million, while the- provincial and municipal deficits combined
rose from $397. million to $447 million. The deficit, on a national accounts basis,
at the federal and provincial and municipal levels was somewhat reduced i in’ the
second half of 1961. .

’ TABLE 12 o

CORPORATION PROFITS, TAXES AND DIVIDENDS -
1958 05 | 1060 | Fiohm.

(Millions of dollars) _
Corporation profits before taxes mcludmg d1v1dends' ' L

paid to non-residents™.......................0 3,075 3,498 t 3,277 ©. 3,438
Deduct: Corporation income tax liabilities....... 1,315 1,580 1,562 . 1,610
. Excess of tax liabilities over.collections|. — 241 143 |- —125 - 36
Tax collections............T ........... 1,339 1,487 | - 1,687 1,574
Corpgration profits after taxes. ..:....... e 1,760 1,018 1,715, 1,828
Deduct: Dlvxdends paxd out(’) ................... ' 884 929 922 1,049
Undistributed corporatlon proﬁts(’) ..... P .. 876 989 . 793 . 779

m Includes depletlon charges and is adJusted for losses, and for conversion to a calendar year basis.
::; éncll&&‘ieﬁlchl%ntable contributions made by corporatlons (See Table 7).
ee Table

Ty

.. " "NATIONAL SAVING, BY QUARTERS,1950<1961"

BILLIONS OF OOU.ARS : . N BILLIONS OF DOLLARS
7 e - - - - 7

olittlavytyrabvraleyrdvegtervlogsfyoelayytee '|||-I{»|.|=°
1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 - = -
. WSEASONALLY ADJUSTED ATANNUAL - RATES

" INVESTMENT AND CAPITAL EXPENDITURE -

Private and public capital expenditure totalled $8,109 mllhon in 1961,
about 2%, below the level of 1960. The entire decline ‘was accounted for by
private investment, which for.the full year was below :1960, but which rose in
the last half of. 1961 and contributed to the upswing in the economy. By the
fourth quarter seasonally adjusted business investment .was 49, above the
level of the first quarter of 1961, which marked the end of the previous down—
swing in general economic act1v1ty
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In Canada capital expenditures in 1961 constituted 22.09, of Gross National
Expenditure, a figure which is high by international comparison but below the
levels and proportions of the period of the mid-1950’s. _

In the first decade after World War II there was an unusual conjuncture
of factors which led to very large “bunching” of investments. This phenomenon
of “bunching’’ has been typical of Canadian development, but each period has
been marked by different circumstances. At the end of the War there existed
a vast accumulation of unsatisfied demand for consumer, social and industrial
capital which had been running down ever since the end of the 1920’s through
the depression and war years. On top: of these needs were the obvious require-
ments of European reconstruction and the related absence of foreign competi-
tion, which provided an additional stimulus to investment in Canadian facilities.
While these factors were at work a number of other developments were taking
place which gave additional emphasis to investments in Canada. For example,
world political developments at that time made Canada a safe source of essential
‘raw materials for U.S. defence needs. At the same time the associated boom
in world commodity prices, along with large seale stockpiling programmes, led
to sharp increases in capital outlays, especially in resource industries. At this
‘time too, there was a general view that demands in the United States for certain
industrial materials would soon exceed their domestic supplies. This added an
air of urgency to the normal pace. of exploratlon -and development of sources
of raw materials. .

TABLE 13 I
PRIVATE AND PUBLIC. CAPITAL EXPENDITURE

RIS X

& oS
' e e v en e e eead 01058 ]~ 198O - - [-—-1060~~ | - 161
2 I (Millions of dollars) A
Agnculture and fishing. |. LT 465 539 550 {521
Forestry.............. 33 48 54 . in 49
Mining, quarrying and oil wells 342 342 400 451
Manufacturing. .. ... eihniienss 1,095 1,144 1,178 11,024
Electri¢ power, gas and water works ; 845 | 766 686 <877
Transportation, storage and comm nlcatlons. Ceeeaees ' 1,308 1,076 1,086 {087
Construction industry........... R S cLo1sT 145 - 130 . 132
Trade, finance and commercial services.;............ i 705 . 833 875 - -1 857
Institutions.............. e beveeeeniaaa, i ¢ 514 536 573 615
Housing.................. . .. y : ¢ 1,782 . 1,752 1,456 1 467
Government departments. : : 1,118 | ;. 1,236 . 1,274 11,329
Total Capital Expendlture(l). . R ST i 8,364 : 8,417 i 8,262 8,108
T Total Capltal Expenditure as a percentage of | ; ' : : P
Gross National Expenditure....... AREEE . 25.4| - 242 ©23.0, o220
Index of total Capltal Expendlture in Constant 3 : : o
Dollars ...... [RETT A SN e : 100. o = 97.8 ‘04,6 . 930
&) For reconcxhatlon with' Buslness Gross F 1xed Capltal Formatxou in housmg, plant and equipment
in Table 3,:8ee below.. -...; :.: "o F noa ol
. oL - 'Prehm.
1958 1959 1960 1961
Private and Public Capital Expendltur&Ta.ble 13...... 8,364 8,417 8,262 8,109
Deduct: ) )
Provincial hospxtals and schools, and munlcxpal : .
8CROOIS. v e vr ettt e e —247 —264 —278 - 270
Government housmg excl. C.M.H.C. rental honsmg -19 —18 - —13 -9
Direct government department outlays........... . —1 118 -1,236 -1,274 -1,329
(0712 N -5 =5 —5 -8

Business Gross Fizxed Capital Formation in Housing, o '
Plant and Equipment—Table3.................. 6,975 - 6,804 6,692 - 6,493
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Since investments by modern large-scale-enterprise are often made with a
very long time horizon, because of the “lumpy’”’ nature of many investments
and the financial capabilities of large corporations, it is not surprising that,
over short periods of time, some major classes of investment should tend to
outstrip demand. In part, this was due to the over-optimism of some investors,
at least in the short run. Historically, too, Canada has tended to ‘“‘grow up”
its facilities so that from time to time some excess capacity exists temporarily.
This has been the case over the past few years. Expectations have not been com-
pletely fulfilled as prices of primary products have receded and alternative
sources of supply have been developed by other countries. At the same time,
during recent years, a shift occurred in the strategic concepts underlying western
defence, which brought about a virtual end to military stockpiling and a reduc-
-tion in the materials content of military hardware. In these altered circumstances,
.the stimulus to develop Canadian sources of supply in the resource industries
decreased. At the same time, in manufacturing, the rate of expansion in facilities
was adversely affected by strong international competltlon and by slower growth
in total domestic demand.

The result of all of these trends was a falling off in certaln types of invest-
ment and, thus, a decline in the proportion of G.N.P. devoted to investment.
This is a situation, of course, which calls for & shifting of resources, both human
and material, either into other areas of invéstment, where demands are more
immediately pressing, or into other sectors of the economy. These transfers of
resources require high degrees of flexibility and mobility in the economy generally,
especially of the labour force, if the slack in the economy is to be taken up.

. Turning to 1961, total private and pubhc investment was down about 2%
from 1960 although there was increased investment in such sectors as mining,
chemicals, oil and gas pipelines, universities, hosplta,ls, and government. depart-
ments. Increases in the above sectors were slightly more than offset by decreased
fixed investment in agriculture, primary metals, petroleum. refining, telephone
utilities, and other industries. Capital expenditures by private business enter-
prises, apart from 1nst1tut10na,l lnvestment dechned by 4 per cent in 1961 com-
pared w1th 1960. ' - S .

‘PUBLIC AND PRlVATE CAPITAL EXPENDITURE

I‘I,LLION,S OF_DOLLARS . - +-BILLIONS OF DOLLARS
I 10

9

. CURRENT DOLLARS [
PRIVATE EXPENDITURE

7

1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 1859 1960 1961
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- Of the sectors where investment rose significantly, one of the larger gains
was the 139, or $51 million increase for mining, quarrying and oil wells. This
reflected additional iron ore development-in the Quebec-Labrador boundary area.
A sharp gain was registered in oil and gas pipeline construction in western Canada.
The higher level of capital spending in institutional services inciudes a $25
million rise in hospital construction and equipment and a $15 million rise in
construction in universities,which have started to accommodate the larger number
of teenagers born in the mid-forties and seeking higher education. The increase
in investment by government departments largely reflects a $42.million increase
in federal capital expenditures.:

In the manufacturing sector, investment in the ehemical and chemlcal
produets industry rose $17 million. There were no marked changes in capital
-spending in such industries as food and beverages, leather, clothing and primary
textiles, wood and paper, printing, machinery, and electrical equipment. The
only noticeable declines occurred in transportation equipment, nen-metallic
minerals (asbestos, abrasives, cement, etc.), oil refining,: and primary metals.
The latter reflected the completion in the precedmg year of the large nickel
refinery in Thompson, Manitoba.

Capital expenditures in the transportation, storage and communications
sector fell sharply. Increases in pipeline construction were more than offset by
-2 $29 million decline in telephone utilities and a $115 million drop in railroad
construction. The latter reflected the completion of railroads servmg new iron
ore mines in the Quebec-Labrador region.

REVENUE AND ExpENi)tTURE oF ALL GOVERNMENTS

Computed on the basis of the National Accounts definitions, expenditures in
1961 by all levels of government increased by approximately 8% over comparable
expenditures in 1960. Since revenues for the year as a whole did not rise by the
'same proportion, the deficit for all levels of government increased by rather more
‘than a thll‘d to an amount of $893 million.®¥ -

- R . TABLE 14 : :
REVENUE AND EXPENDITURE OF ALL GOVERNMENTS R
(National Accounts Basis)

- R 1960 S PR o
L ST T =. == -+ |-Revenue"| Expenditure|- Deficit - |"Revenue | Expenditure| Deﬁolt
TR e e e e e oo {Millions of dollars) el
Federal.................. eieeeeni| - 8,418 . 8,867..1....251 | 6,6047% 446
Provmcml-Mumclpal ..... e - 5,048 l ‘5,445 < 397 5,468 | . - 447

Dometal 11,464 l 12,02 | 648 | 12,132 | 13,025 | . ‘893

s

In 1961, government expenditures on goods and services (exc]udlng ‘transfer
expendxtures) represented 19.5% of Gross National Expenditure. -By way of
comparison, expenditures of this type by all levels of government in 1952 after
the rearmament programme stemming from the Korean conflict amounted: to
17.8% of G.N.E. Over the past nine years, therefore, goods and services out-
lays by government have grown at a rate which is only slightly above that of the
increase in Gross National Expenditure.

W The followmg section discusses only those government transactions relevant to the Natxonal Accounts
, As.a result the statistics differ from those shown in Public Accounts. Table 16 indicates the-recon-
ciliation between federal deficit or surplus for purposes of the National Accounts and the comparable
figures appearing in the Public Accounts. In particular, federal corporate income taxes have been ad-
2justed 0 an accrual basis. On a N ational Accounts basis, this adj ustment decreased Tevenues in‘1960
by $100 million and increased revenues in 1961 by $31 million. - - TN



61

TABLE 15
GOVERNMENT OUTLAYS ON GOODS AND SERVICES AS A PROPORTION OF G.N.E.

— 1952 1961
Expenditures by: -
Federal—Defence. . .......oiiiuiiiiintieieereecrenireneeeaeninmaennn 7.5 4.4
Non-defence..... 2.9 3.7
Total Federal....-. (10.4) 8.1)
i Provincial and Municipal 7.4 11.4
All Ievels of Government............. s SUUT s 19.5

Within the overall total, there have been divergent movements at the various
levels of government. Expenditures on goods and services by the federal govern-
ment in 1961 represented a smaller share of Gross National Expenditure than in
1952, while the proportion at the combmed provmmal and munlmpal levels was
appremably higher.

While the term “goods and services” bears the connotation of expenditures
for consumable goods and for current administrative services, it should be noted
that the definition of goods and services in the government sector of Gross

TABLE 16
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS
1960 Prelim. | Change
(Millions of dollars)
GOVERNMENT REVENUE—
Direct Taxes—Persons.............. e e e W 2,387 2,504 4147
Federal.... ... uitieni et itiiei et ianeaaasn 2,016 2,132 +116
. Provincial and Municipal...............oooiiiiiiiiiia, 341 372 + 31
Direct Taxes—Corporations........... R 1,562 1,610 + 48
Income— ‘ . ..
Federal............coevvviuininnn et eneieeie e, 1,284 1,320 + 36
Provineial.............. e e et vee e i, 278 290 + 12
Other Direct Taxes—
Withholding taxes—Federal.............covvviiivinennn.. b 109 + 32
Indirect Taxes.....ooeiiiieinerniaiieieennennnnns e 4,681 4,893 4212
e 1 ) U N 2,181 2,190 + 9
Provineial and Municipal............. .. oo, 2, 500 2,703 -+203
Investment Income. . ..ovveviin it eeaereenncrernenans 1,058 1,112 + 54
Federal.......ouiiiiiiiiiiiitiiireieiinenianirinsenns 384 406 + 22
Provincial and Munieipal.........ooiiiiiiiiiiiiiiiinann, 674 706 + 32
Employer and Employee Contributions to Social Insurance and ’
Government Pension Funds.........cvivieiiiininennnnnnn 735 781 + 46
Federal................ et e et eaeeaes 474 507 -+ 33
Provinecial and Munieipal........... ... ..ol i, 261 274 + 13
Transfers from Other Governments— ‘ .
Provineial and Municipal.....cooiiiiiiniiiiinnninnenes 994 1,123 +129%
Total ReVeNUe. . ......0euvnriit e aatataraenrnenns 11,464 12,132 +668
Federal, ... .ouu e ieeae ettt e aaeans 6,416 6,664 +248
Provincial and Munieipal..............cociii i, 5,048 5,468 -+420
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TABLE 16—Concluded

GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS

lim,
1960 Prelim. | Change
(Millions of dollars)
GOVERNMENT EXPENDITURE— .
Goodsand Services. .ot e 6,683 7,183 +500
Federal—
1,548 1,617 + 69
. 1,180 1,353 +173
Provincial and Municipal...............o i iiie i, 3,955 4,213 -+258
Transfer Payments to Persons...........oovveiiiiniiniinann.. 3,121 3,343 +-222
S Federal. ... e i 1,980 2,014 + 34
Provincial and Municipal............ ..o i, 1,141 1,329 +188
Interest on Public Debt.......oovuenininennnin... e 1,079 1,126 + 47
Federal....... ittt 756 783 +. 27
Provincial and Munieipal............ .. oo oL, 323 343 +20
Subsidies. ...........ooovninnn.. PO BT 235 250 + 15
Federal. ... it e e . 209 220 + 11
Provincial and Municipal.........oocoiiiiii i, 26 30 + 4
Transfers to Other Governments— i
Federal...... i e 994 1,123 4129
Total Expenditure.................._ ........... et tneneaan 12,112 13,025 : -+913
Federal.......oouuiii it i it i 6, 667 7,110 +443
Provincial and Munieipal ............. i, 5,445 5,915 +470
—848 —893 +245
—251 —446 +195
—397 —447 + 50
Total Expenditure minus deficit (ot plus surplus)......... 11,464 12,132 +668
Federal....................... SO 6,416 6, 664 4248
Provincial and Municipal................ 0.0l e 5,048 5,468 +420
) Reconciliation with Public Accounts Surplus or Deficit shown below.
. . - Prelim.
1960 1961
(Millions of dollars)
Federal Government calendar year surplus for national accounts
PUL DS . .. ittt ittt tiee s et e et naeeetnnaaeennanarasrnnnannan - —251 ~446
Adjustments:
Difference between calendar and fiscal year.......................... —75 1247
Difference between corporation tax accruals and govérnment receipts. --100 -31
Revenue items omitted. ........ ... ... ... . e —+17 +22
Reserves, write-offs and similar items omitted from expenditure...... —62 —49
Shipment of military equipment to NATO countries less replacement. — —
Extra-budgetary funds for pensions and social insurance (net).......... —41 —48
Adjustment to place debt interest on a ‘‘due date” basis.............. +3 -3
Other adjustments. ..ot i e e et i —104 —32
Feéderal surplus for fiscal year as per publicaccounts................. —413 —340

National Expenditure includes outlays by all levels of government on construe-
tion and capital equipment. Items of this type, which are of the nature of capital
investment, include a wide variety of projects: housing, hospitals, schools, marine
engineering projects, highways, transportation facilities and others.
past several years expenditures by government on construction, machinery and
equipment have represented a relatively constant share, approachmg one-quarter,

of all government outlays on goods and services.

Over the
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Turning to the revenue side, it has already been indicated that the year-to-
year increase in government revenues in 1961 was less than the corresponding
increase in expenditures. In 1961 revenues of all levels of government (excluding
inter-governmental transfers) amounted to $11,009 million, an increase of 59,
over revenues in 1960. However, the year-to-year comparison masks the signif-
icant change in government revenues, calculated on the National Accounts
basis, which occurred between the first and last quarters of 1961. The table below
indicates the nature of such changes and compares them with the record of earlier
recovery periods.

TABLE 17

PERCENTAGE CHANGES IN REVENUES OF ALL GOVERNMENTS ON A
NATIONAL ACCOUNTS BASIS

(Seasonally Adjusted at Annual Rates)

1960 1Q 1961 1Q 1958 2Q 1954
to to to ) to
o ’ 1961 - 4Q 1961 4Q 1958 IQ 1955

Direct Taxes—Persons...........
Direct Taxes—Corporations.
Indirect Tazes...... et
Investment Income...........c.ooiiiiinvninininen.n.

—

LoD
SNwon
1

Domwo
T s O = DD
SEpSM
DO =D
@00
LT

—t ot

Total Revenue (Excluding inter-governmental
transfers). ..ottt i e 5.1 8.5 5.0 5.7

Revenues of all levels of government reached an annual rate by the fourth
quarter of 1961, 99, above that of the first quarter, the low point in business
activity. The gain in revenues was largely due to the increases in indirect tax
receipts and accruals of corporation income taxes as the pace of economic activity
quickened. By comparison, there were smaller proportionate increases in accrued
government revenues in the first nine months of the upswings in economic
activity in 1954 and in 1958. - : "

TABLE 18 o
OUTLAYS ON NEW CAPITAL GOODS BY ALL LEVELS OF GOVERNMENT

9% of Capital
' Outlays to
Machinery Total
— . Construction an Total® Government
Equipment Expenditures
on Goods

and Services

(Millions of dollars)
1,386 137 1,523 24
1,433 137 1,570 24
1,469 147 1,616 23

@ These figures exclude investment expenditure by government business enterprises which is included in
the national accounts item for business capital formation.

@) Preliminary. :

Total expenditure at all levels of government includes not only expenditures
on goods and services, but also outlays for transfer payments to persons, interest
on the public debt and subsidies. Calculated in this manner, total expenditures
by all levels of government (excluding inter-governmental transfers) in 1961
were $11,902 million, an increase of 7%, over expenditures in 1960. This figure
indicates the gross effect of government operations on the economy, since it
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ineludes transfer payments to individuals which in turn may be used for expen-
ditures on goods and services. The proportion of total government outlays
represented by the categories of expenditure cited above is indicated in the table
below.- S
TABLE 19
PERCENTAGE DISTRIBUTION OF TOTAL EXPENDITURES
ALL LEVELS OF GOVERNMENT
(Excluding inter-governmental transfers)

_— 1952 1957 1960 1961
Goods and SEIVICeS....euvuerreereenerornsrneeenenens 67.7 66.1 60.1 60.3
Transfers t0 PersSOnS. .. ..o iiieererorenearonnorenes 21.5 24.0 28.1 28.1
Interest on public debt............ e 9.2 8.5 9.7 9.5
[ 191 0T o D=7 7 1.6 1.4 2.1 2.1
100.0 100.0 100.0 100.0

Outlays on goods and services have declined from 689, of total government
expenditures in 1952 to 609, in 1961, while payments to persons increased during
the same period from 229, to 28%,. This change has been particularly marked
since 1957. .

. Expenditures by government on goods and services and on transfers to in-
dividuals increased in 1961 by almost identical proportions. Expenditures on
goods and services by the federal government and by the combined provincial
and municipal levels contributed about equally to the increase in this item. For
transfer payments to persons, however, higher provincial and municipal outlays
on grants to hospitals under federal-provincial hospitalization insurance arrange-
ments contributed the bulk of the increase in 1961. Federal transfer payments
to persons for the year as a whole increased by only a small proportion due to
the effect in the last half of the year of lower outlays on unemployment insurance
benefits. Interest on the public debt was somewhat higher in 1961 than in 1960
at the federal and provincial and municipal government levels. Government
expenditure on subsidies increased by $15 million as interim subsidies by the
federal government under the Freight Rates Reduction Act more than offset a
reduction in payments under the Agricultural Stabilization Act while provincial
government outlays of this type in 1961 were almost unchanged from the amounts
recorded in 1960.

Federal transfers to other levels of government amounted to $1,123 million
in 1961, an increase of 13%, over 1960. By far the largest factor contributing to
this increase was the rise in the federal government share of hospital insurance
expenditures. The entry of Quebec into the federal-provincial hospital insurance
arrangements on January 1, 1961, accounted for about two-thirds of this increase,
but total grants to other provinces increased substantially as well. Increased
payments to the provinces for unemployment assistance. and higher federal
expenditures under the Winter Works Program also contributed to the increase
in federal transfers in 1961. :

EMPLOYMENT AND EARNINGS

During the course of 1961 there was a significant increase in employment
in Canada in both goods and service producing industries, which was spread
throughout the main regions of the country. Concurrently, the very rapid in-
creases in the labour force which had occurred in recent years slowed down. As
a result of these two main developments, unemployment fell throughout 1961,
so that by the year end the rate of unemployment was appreciably below that
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at the beginning of 1961, seasonal factors apart. The greater share of the increase
in employment during 1961 occurred among male wage earners, in marked
contrast with the experience of the recent past, and reflected the upswing in
production in the commodity-producing industries which took place during this
period.

The increase in employment bégan about April, after allowing for normal
seasonal movements, and from then until year end there was an increase in total
employment of more than 3 per cent. By December 1961 there were 180,000
more people employed in Canada than a year earlier of which 125,000 were men
and 55,000 women. The gain in female employment marked a continuation of
the upward trend observed over the past decade when increasing numbers of
women were finding employment in a wide variety of industries, notably the
service industries. The gains in male employment, however, marked a change
from the relative stability prevailing since 1956.

' THE LABOUR FQRCE™

MILLIONS OF PERSONS MILLIONS OF PERSONS

CIVILIAN LAsi;:CEJ./—-‘
*° f TOTAL EMPLOYMENT

NJ/\/V

NON-AGRICULTURAL

EuPLOVM/ENTJ"M/
o
2 [

o~ .

-16.6

6.3

6.0

5.7 -~46.5

(SR

4.9 i - 4.5
= - MALE EMPLOYMENT(2) '
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4.2+— ~— 10
% UNEMPLOYED |
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% LABWN%\\ pu
5r— -—-—5
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(1) SEASONALLY ADJUSTED AT ANNUAL RATES
(2) SEASONALLY ADJUSTED ESTIMATES BY THE DEPARTMENT OF FINANCE,
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The increases in employment were all accounted for in the non-agricultural
sectors. More than half of the gains were in Quebec and Ontario, but employment
in the Prairies, Atlantic provinces and British Columbia also rose significantly
and the percentage increases in all regions were of the order of 2 to 4 per cent
from the end of 1960 to the end of 1961. Employment in the goods-producing
industries rose somewhat more than in the service-producing industries. The
gain in the latter sector constituted a continuation of the post-war increases,
whereas the rise in employment in the former sector was the first in about two
years. The manufacturing and construction industries accounted for almost all
of the gain in the goods-producing industries.

The rate of increase in the labour force slowed down in 1961, compared
with very rapid rates of growth in recent years. As noted in last year’s Budget
White Paper, rates of increase in Canada’s labour force over the past decade or
s0 had been two or three times those of other industrialized countries. The phe-
nomenon of deceleration in the rate of growth of the labour force occurs from
time to time and is the result of a variety of factors. There was a particularly
sharp drop in the labour force participation rates (which measure the percen-
tage of any group working or seeking work) in the male age groups 14-19 and
20-24, reflecting the larger number of males in these age groups remaining in
school and receiving fuller training. It will be recalled that the unemployment
rate of young males is very much higher than that of the rest of the labour force
and the average level of skills and education among these unemployed is quite
low. There was very little change in the participation rate of the group of
prime working age, 25-64.

: - The participation rate of females continued its long-term rise, although the
increase moderated. This was the net result of two conflicting movements; the
youngest female-age group, 14-19, showed a decline, though not as large as in
the corresponding male age group. On the other hand, participation rates of
women in the 20-64 age bracket continued to increase. Much of this rise was
accounted for by employment of married women. . In December 1961, almost
one-half of employed females were married, compared with one:third only eight
years ago. i Co s

During 1961 the rate of unemployment declined from 7.8 per cent-of ‘the
labour force in January to 6.1 per cent in December, after allowing for seasonal
"elements. Almost all of the decline was in the male unemployed and took place
mainly in Quebec, Ontario and British Columbia. . f

¢ The improvement in the unemployment rate ‘during 1961 contrasts with
the experience of the past. two upswings in business activity. The following
table shows the unemployment rates (seasonally adjusted) at the low point in
activity and the rates after three quarters of upswing. - S

Unemploymen-f Three Quarte'rs Unemployment '
Trough Rate after trough Rate Change
JTATR L.l SR A 4Q 1961 6.3 1.5
1Q 1958. .. v 6.7 4Q 1958 7.2- +0.5
2Q 1954, .. 4.6 1Q 1955 4.8. +0.2

. Labour income responded to the increased pace:of employment during 1961.
The increase in labour income began to accelerate after April, and between the
eight months of April and December 1961 the increase in labour income was as
large as in the preceding 15 months. In the last three quarters of 1961 there
were stbstantial gains in’ labout’ inéomeé' in’ the' ‘goods-produding indubtries, in
contrast to declines in the immediately preceding period, and continued increases
in labour income in the service-producing industfies.- -~ -~ v =" -¥ o -
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Total labour income rose by more than 5 per cent from the first to the fourth
quarter of 1961. During this period average hours worked per week in manu-
facturing increased about 1 per cent and average hourly earnings between 2 per
cent and 3 per cent. The rise in employment was about 23 per cent. With con-
sumer prices rising by less than 1 per cent during 1961 there was an increase in
per capita real earnings in the order of 2 to 3 per cent.

PRICE TRENDS ..

Prices of goods and services produced in Canada rose only fractionally
in the aggregate in 1961 compared with 1960. This is in contrast to the expe-
rience of many industrialized countries in Europe where prices rose more rapidly
than in North America. While world prices of commodities generally have not
increased in the recent past, pressures of other costs in Europe have been upward.
Price increases in Canada in almost every major sector were smaller in 1961
than in the previous year, which in itself was a period of relative price stability.
The one exception was in international trade, where prices of both imports
and, to a lesser extent, exports rose in response to the lower level of the Canadian
exchange rate. '

The smaller rise in 1961 in the price of capital goods relative to 1960 was
the result of very little increase in residential and non-residential building costs
offset to some extent by a larger increase for new machinery and equipment which
bas a substantial import content.. Residential construction costs in the fourth
quarter of 1961 were at-about the same level as in the final quarter of 1960.

TABLE 20
PERCENTAGE PRICE CHANGES
(Implicit Price Indexes of GNE and Components)

—— o 1959/1958 1960/1959 1961/1960

Consumer expenditure..........oooviueiiiie i, +1.4 +1.2 +0.9
00 S, e+ ettt e ~+0.6 +0.5 +0.2

BT VICES. et e e e ~ 42.6 +2.2 +1.8
Government expenditure............coiviiieinininn.. +3.4 +2.2 +1.8
Business gross fixed .capital formation _ -+42.8 +2.2 +0.9
New Residential construetion®.............. e N +3.7 +2.7 +0.5
New Non-residential construction®.,................ovvu.... +3.1 +2.4 +0.4
New machinery.and equipment......... U e anaa, +1.8 +1.9 1.7
Exports of goods and services..........oovuiiieiiins e +1.5 +0.9 +1.2
Imports of goods and services,............cooeevnvn.... SN . —0.6 +1.4 +2.8
Gross National Expenditure............................ e .. +2.6 +1.4 +0.7

@ Price indexes of these sectors are measured mainly by elements entering into costs (materials and
labour purchased) rather than final selling prices, and generally it has not been possible to allow for
changes in productivity. Over short periods of time, these cost indexes are not likely to vary to any
extent from indexes of actual selling prices. Over longer periods, it may be that these cost deflators
overstate price increases. C

The consumer price index for 1961 averaged 129.2 compared with 128.0
for 1960, an .increase of just under one per cent. This fractional increase
in 1961 marks the second successive year in which over-all consumer prices
demonstrated ‘comparative stability in contrast to average annual increases
of more than 2 per cent in the previous five years. L s

53819-9—5%
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TABLE 21
PERCENTAGE INCREASE IN CONSUMER PRICES

Total
Percentage
PeriOD Change

over
the Period

1955-1957..
1957-1959. .
1959-1961..

+4.7
+3.8
+2.1

The consumer price index declined from 129.2 in January, 1961 to 129.0
in March where it remained until August. In August and September, the index
was 129.1. Successive monthly increases in the final quarter of the year, asso-
ciated mainly with seasonal movements in food prices and to some extent
reflecting the introduction of the Ontario Sales Tax, raised the index to 129.8
in December, 1961, fractionally above the level of 129.6 in December, 1960.

The following table shows that the increase in consumer prices in the last
quarter of 1961 over the last quarter of the preceding year was due to higher costs
in the services component. The index for total services rose 1.2 per cent while
the index for total goods was virtually unchanged. The stability in the total
goods component was the result of an increase of about one-half of one per cent
in non-durable prices and a decline of nearly two per cent in durable prices, the
latter reflecting lower prices for electrical household appliances and new auto-
mobiles. The federal excise tax of 74 per cent on new automobiles was removed
on June 21, 1961.

TABLE 22
PERCENTAGE CHANGES IN CONSUMER PRICE INDEXES
4Q 1959 4Q 1960 4Q 1961
4Q 1958 4Q 1959 4Q 1960
Total Goods and Services.......vvevvrveririerreareearancsennsns +1.5 +1.1 +0.4®
CommOdIbIes. . . oottt et e et +1.0 4-0.8 0.1
Commodities excluding Food.......coovvviiiiiiiiinaa, +1.6 — +0.1
BT S O +0.5 +1.6 +0.1w
Durable Goods. ..vvvieenr e iiiaieiinieiiiiiaianieraens +0.8 —-1.3 —-1.6
Household Equipment.......ooovvviviiieiiiieaennen. +0.2 -0.9 —1.5
Transportation Equipment..........coooviiiiienenn +2.7 -2.3 —1.8
Non-Durable Goods.....c.cvutiniiiiiiiiiineraieoneraenss +1.2 +1.1 +0.5
Non-Durable Goods excluding Food.................. +1.9 0.3 +4-0.7
extiles. oottt ittt ieie et —0.3 —+0.5 +1.4
Other Non-Durable Goods........ovvniiiiinnann.. +2.7 — +0.3
T p tey T T +2.2 +1.8 +1.2
Services excluding Shelter..........coovviiiiiii ot +3.0 +2.6 +1.9

) Changes based on 1957 weighted index.

The much smaller increase in the price of services is of some significance.
In part, this is due to lesser increases in shelter costs. In the last five years
or so, as housing construction has filled the pressing backlogs of housing needs,
the pressure on shelter costs, particularly rent, has been eased. General in-
creases throughout all other components have been more responsible for recent
increases in the services index. The largest increases have occurred in health
care, public transportation and vehicle operating costs.
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The wholesale price index, which is heavily weighted with export and import
goods, prices of which are generally affected by changes in the value of foreign
currency, rose on average in 1961 by 1 per cent, with somewhat larger increases
taking place in the second half of the year as the exchange rate declined. The
largest increases appeared in prices of raw and partly manufactured goods,
industrial materials and iron and non-ferrous metals and products. The building
materials price index, both residential and non-residential, declined during the
course of the year and were lower on average in 1961 than in 1960.

TABLE 23

INDEXES OF SELECTED WHOLESALE PRICES
. (1935-1939=100)

-— 1959 1960 1961
Raw and partly manufactured goods............. . 210.9 209.6 212.6
Fully and chiefly manufactured goods 241.6 242.2 244.4
Industrial materials.................... 240.2 240.4 243.2
Iron and non-ferrous metals and products. 248.3 250.6 253.3
General Index of Wholesale prices..................... B 230.6 230.9 233.3

It is of interest to compare the behaviour of prices over the course of the
business upswing in 1961 with that of 1958. The following table shows changes
in price levels from the low point in activity in the first quarter of 1961 and
from the previous peak in the first quarter of 1960 to the fourth quarter of
1961. It makes similar comparisons with the preceding upswing in 1958.

TABLE 24
PERCENTAGE CHANGES IN PRICE LEVELS
3 quarters 3 quarters
3 qufz;rters after trough | 3 qu?.trters after trough
atter from previous alter from previous
trough peak trough peak
4Q 1958 4Q 1958 4Q 1961 | - 4Q 1961
1Q 1958 1Q 1957 1Q 1961 1Q 1960
Consumer Price Index... +1.9 +4.8 +40.4 +1.2
Commodities...... . +0.8 +3.1 +0.2 +0.7
Services..........coenn.n. e +2.8 +7.0 +1.2 +2.7
General Index of Wholesale Prices............ +0.3 —-0.1 +1.9 +2.4
Gross National Ezxpenditure Implicit Price ‘
1T - +1.9 +3.5 +0.2 +1.4

The table shows clearly that price movements in the current upswing have
been much less than in the one preceding. This is particularly apparent in the
case of the consumer price index and the overall price deflator of Gross National
Expenditure. In the 1958 upswing, while commodity prices in general did not
increase, as seen by the movement of the Wholesale Price Index, the other
indexes which measure a wider range of final goods and. services continued to
move up. In part, this was due to significant increases in service and other
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costs which are added to the cost of materials. These cost increases had their
roots in the inflationary conditions of the mid-1950’s and reflected a delayed
reaction to events at that time.

CANADIAN WHOLESALE AND CONSUMER PRICE INDEX
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During the current upswing, while wholesale prices have risen somewhat,
as explained previously, because of exchange rate movements, their effect
on final prices of goods and services has been very slight. The smaller increases
in service prices reflect a much different env1ronment including less intense
pressure on and greater availability of resources. '

BALANCE OF INTERNATIONAL PAYMENTS

There was a significant improvement in Canada’s balance of payments in
- 1961 as the deficit on current account was reduced to $989 million from $1,217
million in 1960 and $1,504 million in 1959. This improvement was made possible
by a surplus on merchandise trade account which (aside from a minor amount
in 1954) was the first such surplus since 1952. The improvement arising from
merchandise trade more than offset a further increase in the deficit on non-
merchandise account, which did not, however, rise as rapidly as in most years
of the past decade. At the same time, there was a substantial reduction in the
inflow of long-term capital to the lowest level since 1955, and an increase in the
inflow of other forms of capital.
Important changes occurred in the capital account over the past few years.
In 1961, the inward net capital movement was reduced substantially and was
at the lowest level since 1955.
A summary of capital movements for the past four years is given in table 25.
The amount of inflow for direct investment was lower in 1961 than in 1960

or 1959 and was at the same level as 1958. In part, the decline reflected a
reduction in transactions related to take-overs of existing enterprises, which had
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been more important in 1960. In part, the decline was related to the phasing-out
of some major projects. Asin 1960, a substantial proportion of direct investment
was related to the petroleum, natural gas and mining industries. In 1961,
direct investment abroad totalled $110 million, an increase of $25 million above
1960.

Net inflows from security transactions were somewhat higher in 1961 than
in 1960, but well below the levels of the preceding four years.

In 1961 the composition of inflows from security transactions changed sub-
stantially from earlier years. Provincial government net new issues acquired by
non-residents declined sharply from 1959 to 1960 and declined further in 1961.
Municipal government net new issues acquired by non-residents declined mod-
erately from 1959 to 1960. In 1961 there was a small net retirement of munic-
ipal bonds held by non-residents. Thus, net new.issues of provincial and munie-
ipal governments held by non-residents fell very sharply over the period 1959
to 1961. On the other hand, net. new issues of corporate securities rose sharply
in 1961, following two years of relatively small amounts of financing from
abroad. Important among the corporate securities purchased by non-residents
in 1961 -were securities of petroleum and natural gas corporations, real estate
investment corporations, some financial institutions and the pulp and paper in-
dustry. In some ¢ases it would appear that sales of corporate securities to non-
residents are arranged for apart from considerations of interest rates or exchange
rates and may take into account other factors including, for example, special
relationships between borrower and lender and relative ease of placement of
large issues.

While the data show a considerable decline in total capital inflow in 1961,
a more detailed analysis by quarters is of considerable interest. -
TABLE 25

INTERNATIONAL PAYMENTS
CarrTAL ACCOUNT

1960 1961

9l lslalinlalnli

R . (Millions of dollars)
Direct investment: in Canada............. 4196 | 4144 ) +168 | 4137 | 4120 ) 41401 + 75| + 85
abroad......c.......... - 151 —-25} —29| ~ 16| —40} —-35| —15]| — 20
Canadian securities . ’
. Trade in outstandmg bonds a.nd deben-
BUTES. ot et i e i + 19+ 15| —-19| —-12{4 31| +34}—12| 4+ 10
Trade in outstandmg common and pref- .
erence stocks........... ... ..ol + B3| +24|4+10|+ 214 13+32]....... - 5
New issues. ; co.oof 209 | 4146 | 4+ 52 | 4 40 | - 90 | +171 | +127 | +104

Retirements. . - 50| — 78} —32|—93| —-69}] — 93| —- 29| ~101

Foreign securities

Trade in outstanding issues W+ 7T - 54+ 2| —-24| 4 3....... + 2| —-10

New issues......covuiveanninnnn - 2= 38|—- 2y—11]— 5| — 18| — - 5

Retirements. .. .v.viveevinrvnrinnin, + 6|4+ 3|+ 714+ 2|4+ 2714+ 2|+ 3|4+ 2
Loans by Government of Canada

Drawings......covevveediviiiieivnnendineedieienean o b e

Repayments..................i o + T]o...... + 25+ 3|+ 81]....... + 27
Subseriptions in Gold and U.S. dollars to

International Financial Agencies.........I.......}...... - 1= 2. e
Change in Canadian dollar holdings of

foreigners.................... i - 2| - 2|4+ 45|(+79| - 5| =-T72|—- 1|+ 4
Change in official holdings of gold and

foreign exchange (increase, —)........... + 11|+ 8] ~40( — 14| —105| — 51| + 62 | —135
Other capital movements.................. — 71 +162 | — 39 | +191 | 4305 | +196 | —140 | 4-270

Net Capitai Movement......... PR +321 | -+470 | +122 | 1304 | 1343 | 314 | + 66 | +266
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During the course of 1961 while actual deliveries of Canadian securities to

non-residents (which measur
significant decline in contract

NEW ISSUES OF CANADIA

e the capital inflow) did not decline, there was a
5 in the latter half of the year.

TABLE 26
N BONDS SOLD TO UNITED STATES RESIDENTS

Quarter Contracts Deliveries
(Millions of dollars)
1960 1. ..ot i 182 185
...................................................... 100 125
53 33
103 26
122 80
87 141
52 103
64 84

The decline in net capit
and municipal governments i
in new issues contracted fo
in part to the narrowing of t
rates, to the reduction in th
availability of long-term fun
ments in the withholding tax]

NET NEW ISSUES OF
' (Including N¢

al inflow from security transactions of provincial
n 1961, as a whole, and the decline throughout 1961
r sale to non-residents were undoubtedly related
he differential between Canadian and U.S. interest
e level of Canadian interest rates and the greater
ds in the Canadian capital market, and to amend-
in December, 1960.

TABLE 27

BONDS AND STOCKS—FOREIGN CURRENCY
t Disinvestment of Government accounts)

1960 1961
Anmnual | Annual | 1Q | 2Q | 38Q | 4Q
(Millions of Canadian dollars)

Federal............coviiiiiinnnn, -1 -55 -51 =3 |,
Net New Issues................. J..[.......... —56 Eti) S IR =5
Net Disinvestment (4).........J.. -1 2 ...l Lt B 5
Provincial.................ooo ) 18 7 15 —18 f.........t 10
Municipal.........coovenveini e 85 —12 -7 15 —4 —16
Corporate (including corporate stocks}.. 4 114 -7 61 59 1
Total...oovvueneerenenennanadin 106 55 —49 55 55 =5

Nortr: Figures may not add due to rounding.

Turning to short-term
moving in both directions a

capital flows, these reflect a variety of elements

d responding to diverse factors including seasonal

elements associated with the financing of trade, short-term interest rate differ-
entials, both hedged and unhedged, the views of Canadian residents regarding

holdings of foreign assets
assets.

~_ During 1961, non-resid
had been inereasing for thr
were reduced in June and in {
ing a significant narrowing
United States treasury bill

d non-residents regarding holdings of Canadian

ent holdings of Canadian treasury bills, which

pe consecutive quarters until the middle of 1961,

he third quarter by more than $100 million, follow-

of the hedged differential between Canadian and
rates.

This outflow was offset to some extent in
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the third quarter by an increase in non-resident holdings of Canadian dollar
deposits, some of which were interest-bearing, in chartered banks amounting to
$33 million. In the fourth quarter of 1961 there was some inecrease in non-resident
holdings of treasury bills as well as some further accumulation of Canadian
dollar deposits. - _

Another component of short-term capital which showed sharp movements
in 1961 was private and banking holdings of foreign exchange. In the first
half of 1961 these holdings, seme of which originate from commercial trans-
actions, were reduced by $182 million, but in the third quarter there was an
increase of $140 million. In the final quarter of 1961, most of this increase was
repatriated. All other components of short-term capital in total showed an
inward movement throughout the four quarters of 1961.

TABLE 28
INTERNATIONAL PAYMENTS: CAPITAL MOVEMENTS

Prelim.
—_ 1958 1959 1960 1961
(Millions of dollars)
Direct investment in Canada. .................ccoitn +420 4550 +4-645 +420
Direct investment abroad............coovvvievienn.. — 48 — 80 — 85 —110
Canadian securities—
Trade in outstanding bonds and debentures. .....[............ + 91 4 3 + 63
Trade in outstanding common and preference )
SEOCKS. vttt e e e e + 88 +110 + 49 + 40
NeW I88UE8. e ci ettt iee e eainenen e ianes +677 4707 -+447 4492
Retirements.......oovveerviiienenreneneenenenns —158 —258 —253 —292
Foreign SeCUTIHIEs. ..o v vt vt tee et eeeernnns + 3| -—33 - 20 - 30
Loans by Gov’t of Canada—Drawings.......... — 34 S R Y P
Repayments +. 64 + 34 + 32 + 38
Subscriptions to IMF, IFC and IBRD in gold and
USdollars. . oveeeeeieiiieneneeneneeneinenisfinenienaenn. — 59 — 3 feeiiiiiiinan
Change in Canadian dollar holdings of foreigners. .... +106 4+ 13 +120 | — 34
Change in official holdings of gold and foreign exchange
(INCTEASE, — )uereererrneeenerannonneroreaneeanses —109 +4 70 + 39 -229
Other capital movements........ IR —+122 -+360 243 +631
Net capital movemens...................cccovvvvnnen +1,131 +1,504 +1,217 +989

Another factor which is assuming a more impertant role in the capital
account is the extension of export credit facilities. The provision of export
credits does not, of course, in itself always imply a net extension of credit from
Canadian sources. ' Many of the claims are receivable in United States funds
and may, in effect, be discounted outside Canada. However, aside from this,
there have been net extensions of export credit of various kinds. Canada’s
Export Credits Insurance Corporation has long made available insurance to
Canadian exporters of goods and services to protect them against non-payment
by foreign buyers due to the various risks involved in foreign trade. In the
spring of 1960 the Chartered Banks of Canada joined in setting up the Export
Finance Corporation of Canada Ltd. to finance insured exports of capital goods
through the provision of medium-term credit ranging up to five years.

Complementing these medium-term arrangements, the guarantee facilities
of the Export Credits Insurance Act were extended to longer-term credit and the
Government Agency, the Export Credits Insurance Corporation, was authorized

53819-9—6
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to buy guaranteed instruments for direct financing of export sales. Commit-
ments to extend credit to foreign purchasers of capital equipment in Canada
have already begun to be made, but the resultant capital outflows will only
arise as and when disbursements take place. For the year 1961, such outflows
were negligible.

Apart from these famh’mes the Government has guaranteed substantial
credits for the Canadian Wheat Board to conclude sales of wheat and barley
to Communist China on a short-term credit basis.

In August, 1961, arrangements were made for the drawing by the United
Kingdom of U.S: $1 500 ‘million from the International Monetary Fund.
Canadian participation ‘in this drawing had the net effect of reducing both
Canadian liabilities to the International Monetary Fund by $52 million and
gold and foreign exchange holdings by about the same amount during the
third quarter of 1961.

During 1961, total Canadian merchandise exports rose by 9.2 per cent
compared with a 5 per cent increase in 1960. Imports rose by 3.1 per cent during
this same period. As a result, trade data for 1961, adjusted for balance of
payments, showed a surplus of $179 million in contrast to a deficit of $145 million
for 1960. : e

TABLE 2

INTERNATIONAL PAYMENTS BALANCE ON MERCHANDISE TRADE

R .. o Percen;tage
— . , 19600 | 01961 Change
S b . ) 1960/ 1961
_ (Millions of dollars)
Merchandise exports.......coovvvineveennnenin e I 5,400 . 5,896 . +9.2 -
Merchandise imports............... .o FETRTTRTS : .5,545 5,717 +3.1
Tradebalance.................................| = —M45 +179 |

Within 1961 itself, exports of goods moved generally upwards while imports,
which had moved downward irregularly from the beginning of 1960, increased
in the latter half of the year. In the fourth quarter of 1961, the volume of imports,
seasonally adjusted, was at about the same level as'in the first quarter of 1960,
although the value was higher. Movements of both exports and imports in 1961
were strongly affected by the business upturn in North America.

The value of merchandise exports amounted to $5,896 million for 1961,
a new record, compared with $5,400 million during the previous year; increases
in exports of agricultural products represented the largest share of the increase
from the 1960 level. Exports of grain, forest products, nickel and petroleum
increased substantially and there was some decline in exports of iron ore, copper
and uranium. Larger export credit facilities and a more favourable exchange
rate explain some of these increases. At the same time, the increase in economic
activity in the United States and the maintenance of high levels of activity
abroad helped provide a more expansionary environment for exports.

The value of merchandise imports for 1961 was $5,717 million; this was
somewhat higher than in 1960. The growth in imports in 1961 was widely
distributed among various items although there were somewhat larger than
average increases in imports of machinery and equlpment from the United
States. :
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The improvement in the trade balance was widespread on a geographical
basis. -The trading deficit with the United States was reduced, while-the surplus
with the United Kingdom rose slightly. The sharpest improvement took place
with all other countries.

- . L TABLE 30
GEOGRAPHICAL DISTRIBUTION OF MERCHANDISE TRADE BALANCE

Exports Imports Trade Balance |Percentage change
1960 | 1961 1960 | 1961 1960 | 1961 | 1960/1961.:
) (Millions of dollars) Exports | Imports
United States...... e 3,039 3,215 3,715 3,831 T —676 —6106 + 5A8v +3.1
United Kingdom......... . 924 923 611 588 +313 +335 - 0.1 —3.8
Other Countries..... e 1,437 1,758 1,219 1,298 +218 —+460 +22.3 +6.5
Total............. 5,400 5,896 5,545 ' 5,717 —145 4179 + 9.2 +3.1

The deficit in non-merchandise transactions increased by $96 million in
1961 over 1960, compared with relative stability for 1960 over 1959, but the
rate of increase was well below the average annual increase of the last decade.

There were a number of interesting developments on the non-merchandise
account. The travel account showed a significant improvement, with receipts
in 1961 rising by $53 million while payments rose by only $6 million. At the
same time there was a gain of $18 million from receipts of dividends, in contrast
to a $4 million decline in the preceding year. Payments of interest and dividends
rose by $102 million in comparison with the $2 million decrease in 1960, but
this rise masks a very unusual shift between the fourth quarter of 1960 and the
first quarter of 1961, as some payments of dividends were made in the first
quarter of 1961, rather than in the last quarter of 1960, in contrast to past expe-
rience. The result of this shift was that the figures for 1960 were somewhat lower
than usual and those for 1961 were correspondingly higher.
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BALANCE ON NON-MERCHANDISE TRANSACTIONS
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TABLE 31
INTERNATIONAL PAYMENTS: CURRENT ACCOUNT
. Prelim.
—_ 1958 1959 1960 1961
(Millions of dollars)
Current Receipts—
Merchandise exports (adjusted)®................. 4,887 5,150 5,400 5,896
Gold available forexport........................ 160 148 162 158
Travel expenditures................ccovieenan.. 349 391 420 473
Interest and dividends 168 182 178 196
Freight and shipping.....................oovee. 401 420 442 467
Inheritances and immigrants’ funds.............. 97 109 102 103
Other current receipts.................c..ovivenn.. 375 392 420 . 388
Total Current Receipts.................... 6,437 6,792 7,124 7,681
Current, Payments—
Merchandise imports (adjusted) 5,066 5,572 5,545 5,717
Travel expenditures..................coovvviennn.. 542 598 627 633
Interest and dividends........................... 612 671 669 771
Freight and shipping..................coovias, 460 525 533 554
Inheritances and emigrants’ funds................ 145 165 181 183
Other current payments...........coovuvinrenennn. 743 765 786 812
Total Current Payments................... 7,568 8,296 8,341 8,670
Balance on Merchandise Trade....................... —179 —422 —145 +179
Balance on other Transactions....................... —952 —1,082 —1,072 |~ ~1,168
Current Account Balance.......................... -1,131 -1,504 —-1,217 —989

M Aid to NATO countries under Defence Appi‘opriation Act has been excluded.

Official Canadian holdings of gold and foreign exchange varied somewhat
in the course of 1961. Holdings at December 31, 1960 were $1,829 million
and at the end of May, 1961, the last month end prior to the June budget,
were $1,949 million. After moving both up and down throughout the remaining
months of 1961, official holdings at February 28, 1962 (the latest available month)
were $1,747 million. Apart from an advance of U.S. $50 million in connection
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with the United Kingdom drawing from the International Monetary Fund,
there was thus a reduction of $32 million between the beginning of 1961 and
the end of February, 1962.

4 TABLE 32
CANADA’S OFFICIAL HOLDINGS OF GOLD AND U.S. DOLLARS AS AT DECEMBER 31

—_ 1958 1959 1960 1961
(Millions of U.S. dollars)

Exc}émge Fund Account and Bank of Canada—

Old. . 1,078.1 059.6 885.3 . 946.2
U.S.Dolars. ..oovviniiieiiiiiineennnnnnnn. 800.0 879.4 914.9 1,087.5
Other Government of Canada Accounts. ............. 61.0 30.2 29.0 22.1

Total Gold and U.S. Dolfars. ............ 1,939.1 | 1,869.2 | 1,829.2 l 2,055.8

The exchange value of the Canadian dollar declined during 1961. The
average noon rate for the United States dollar, in terms of the Canadian dollar,
was 99.29 in January; it moved from a low of 98.66 for June to 103.50 at June 30,
to 104.31 at the end of December, 1961 and was 104.97 at the end of February,
1962.

FINANCIAL DEVELOPMENTS
CrepIT CONDITIONS

Monetary conditions in 1961 were relatively easy. Interest rates were
appreciably below the peaks reached in the last upswing in the economy and the
spread between interest rates in Canada and the United States narrowed. The
spread between average long-term yields on United States and Canadian Govern-
ment bonds was 1.40 per cent at the end of May 1961, 0.87 per cent at the end of
October, and 0.84 per cent at the end of February, 1962. After following a
fairly flat trend from January to May, security yields in' Canada fell sharply
in June and resumed a relatively stable trend from that point. The decline
in interest rates in 1961 during the first year of the recovery is in contrast to
an increase in interest rates in the corresponding phase of the 1958-59 upswing.

TABLE 33

COMPARISON OF YIELDS ON FEDERAL GOVERNMENT
BONDS IN CANADA AND THE UNITED STATES

End of ® - Medium Bonds® Long Bonds® 91-day Treas. Bills
nd of ¢ - -
Canada} U.S. |Spread {Canada; U.S. | Spread | Canada| U.S. Spread
1960
March................. 5.17 4.22 .95 5.32 4.13 1.19 3.01 2.79 .22
Juoe................... 4.50 4.03 47 5.08 3.83 1.25 3.07 2.40 .67
September............. 4.09° 3.55 .54 4.84 3.76 1.08 1.70 2.29 —.59
ecember.............. 4.74 3.72 1.02 5.41 3.80 1.61 3.25 2.15 1.10
1961 .
March................. 4.68 3.72 .96 5.18 3.80 1.38 3.21 2.39 .82
June..........oiiiia, 4,49 3.94 .55 4.99 3.97 1.02 2.57 2.22 .35
September............. 4.41 3.91 .50 5.02 4.03 .99 2.59 2,23 .36
December.............. 4.17 4.10 .07 4.96 4.11 .85 2.99 2.59 .40
1962
January................ 4.17 4.14 .03 4,98 4.14 .84 3.07 2.71 .36

M Last Wednesday of the month.

® Government of Canada 23% bonds due June 15, 1967-68 and United States Government 234% bonds
due December 15, 1963-68.

® Government of Canada 3% bonds due January 15, 1975-78 and United States Government 31%
bonds due June 15, 1978-83.
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) The demand for new funds rose in 1961." New -money raised by Canadian
borrowers in 1961 from the securities markets and chartered bank loans in-
creased by some 259, above the level of 1960. The increase stemmed entirely
from federal and provincial government financing since, for the year as a whole,
municipal and non-governmental borrowing was slightly below the levels of 1960.
However, after the first quarter of 1961, corporate and other private financing
rose in response to the upswing in the economy. -

TABLE 34
NET FUNDS RAISED BY CANADIAN BORROWERS

1960 1961
4Q |ApnualjAmnual | 1Q | 2Q | 3Q | 4Q
(Millions of dollars)
Raised by:
Government of Canada................ 678 669 | 1,110 145 2 238 725
Net New Issues of Securities .
Canada Savings Bonds 592 382 486 ~32 —89 —75 682
Treasury Bills............ e 20 —92 —100. —50 —50 0 0
Other Bonds.........c....couuu 25 322 504 90 147 310 —44
Sub-total......... eeeeeeaeas 637 612 890 8 8 285 638
Net Disinvestments (+) in Goveru-
ment Accounts................... 41 57 221 139 —6 3 86
Provincial Governments............... 114 566 ' 849 177 114 333 225
Municipal Governments.. - 74 305 283 147 14 8. 114
Private Borrowers®... 300 899 816 | —125 492 203 | 247
Total.............ccooeeninnn. 1,166 | 2,439 | 3,058 [ 344 622 82| 1,310
Raised from: ) .
Securities Markets..... g 8711 2,047 | 2,636 578 . 434 | 607 1,017
Bank Loans............. 295 392 422 | —234 188 |+ 175 203

Nore: Figures may not add due to rounding.
() Excludes chartered bank stock issues.

Despite the increasing demand for funds, and the resumption of economic
expansion during the last three quarters of 1961, the trend of interest rates was
downward for the better part of the year. As the following table indicates, this
decline is in contrast to the increases in interest rates which occurred in 1958
during the first three quarters of the economic upswmg which was also taklnv
place at that time. :

i

o ~ ~ TABLE %

CHANGES IN - INTEREST ‘RATES IN THE FIRST THREE QUARTERS OF UPSWING
._AI“TER THE TROUGH IN ECONOMIC A.CTIVITY,IN 1958 AND 1961

91-day Treas: Bills : Canada 2}% due ‘ . Canada 33% due
~ Avge. tender rate - - June 15, 1967-68 < | Jan 15, 1975—78
Atend of - - - —
. 1958 - 1961 1958 - 1961 - - 1958_ | 1961
C1Q . 2.27 . 3.21 - 3.59 - 4.68 -, 4.01 -5.18
T 4Q......... 3.49 2.99 : 4.48 | 4 17 4, 76 4.96
Change.... +1.22 —.22 +.89 '— 51 . N 75 —.22

) Nearest Thursday to the end of the quarter for treasury bills, nearest Wednesda& for Canada bonds.
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Bank loans seasonally adjusted resumed their upward trend in the second
half of 1960 and continued to increase during 1961. Most of the increase occur-
red in personal and business loans of less than $1 million. The rate of growth
in these two categories accelerated after May. Farm loans continued to rise
steadily in 1961

LONG-TERM GOVERNMENT BOND YIELDS

8 Momhly 1955-61 Weekly 1962 ~ —1 8
Per Cent
- CANADA
‘6 - . - 3%% Jan. 15, 1975.78 |6

DlFFEREN"Al
A N~ ~4
R eV g ’
‘ 0 lllllllllll HIHIH' lllllllllll ll[llllllll HIIIIIIIII ||Illllllll lll“llllll IIIIIIIII“ 0
1955 1956 - 1957 1958 1959 1960 196! 1962

LAST DATE PLOTTED FEB. 7

Total assets of the banking system expanded by 9.8%, during 1961, compared
with 5.99, during the previous year, a slight decline in-1959; and a 10 8% ‘climb
during 1958. At the same time, the liquidity of the bankmg system also in-
creased: The proportion of total bank assets held in the form of government
securities, day-to-day loans, cash, and other liquid assets rose fairly steadily from
329, in’ September 1959 to 37 % in early 1962. This is below the peak ratios in
recent years of 439, in 1958 and 499, in 1955.

Although complete data are not yet avallable total assets of some ma]or
non-banking financial institutions (instalment ﬁnance, companies, credit unions,
trust companies, mortgage loan companies) probably rose by a substantial per-

centage during 1961. Assets in these institutions have been growing at an annual
rate of 109, and more in recent years.

The public’s holdings of financial assets rose in 11961 and a grea.ter share of

the increased holdings was in liquid forms. During 1961 currency and deposxts
in the hands of the public rose 8.79,.
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TABLE 36

NET CHANGE IN HOLDINGS OF CERTAIN FINANCIAL ASSETS
BY THE GENERAL PUBLIC

1960 1961
4Q |Annual{Annual| 1Q | 2Q | 3Q 4Q
(Millions of dollars)
Money and Other Liquid Assets
Currency and Bank Deposits
Corporate Notice Deposits......... 10 18 353 - 168 112 93 —-20
Currency and Other Deposits...... 72 597 818 —-22 199 345 296
Sub-total................oooh 82 615 1,171 146 311 438 276
Treasury Bills............coocvviine, 61 —206 —144 —45 —46 —126 72
Other Gov't of Can. Issues 2 yrs. and
L1 1T =3 S e 100 —463 356 108 282 -1 —33
Canada Savings Bonds................ 592 382 486 —32 —89 -75 682
Finance Companies Short Paper....... 1 10 —67 53 —9 —84 —27
Motal.........ooeeenvvnennnn. 836 338 | 1,802 230 449 152 970
Less Liquid Assets
Government of Canada Bonds over 2 yrs| —139 642 | —455 —56 | —268 -5 | —125
Provincial Bonds...............oooeet 17 499 903 241 138 349 176
Municipal Bonds.............. vel 68 315 229 50 65 9 106
Corporate and Other Bonds.. | —19 343 285 13 166 86 20
Corporate Stocks..................0.0 34 235 181 65 156 16 —56
Total......cooveveieieninnnn -39 | 2,034 | 1,143 313 257 455 121
Grand Total.................. 797 | 2,372 | 2,945 543 706 607 | 1,091
Nore: Figures may not add due to rounding.
TABLE 37

NET NEW ISSUES OF SECURITIES (INCLUDING NET DISINVESTMENT OF

GOVERNMENT ACCOUNTS)—CANADIAN CURRENCY

1961
—_— 1960
Anmnual | 1Q | 2Q | 3Q | 4Q
(Millions of dollars)
Market Issues—
Government of Canada (Direct and
Guaranteed):

Net Disinvestment (+)in Govern-
ment Accounts............... 57 165 88 —6 3 81
Treasury Bills............... .. —92 —100 —50 —50 — —
Other Market Issues 323 558 141 151 310 —44
Subtotal.......cooovveiinnnns ) 288 628 178 95 818 87
Provincial Governments............ 459 924 233 156 355 180
Municipal Governments. ..... .. 234 265 62 44 15 143
Corporations and ‘‘ Other” 311 205 17 113 38 38
Sub-total.........covvviniiiinn, 1,006 1,894 s12 818 408 61
Finance Co. Short Paper........... 10 —67 53 —9 —84 =27
Corporate Stocks................on. 230 178 62 156 16 —56
Total Market Issues.......... 1,533 2,127 605 553 653 316

Non-Market Issues— ‘

Canada Savings Bonds............. 382 486 —-32 -89 -75 682
Grand Total.................. 1,915 2,613 573 464 578 998

Nore: Figures may not add due to rounding.
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Among the more liquid assets, there was a sharp gain in corporate notice
deposits at the banks, This appears to have been associated with the practice
adopted by the banks at the beginning of 1961 of paying interest rates on these
deposits higher than the comparable treasury bill yields. The public’s holdings
of Canada Savings Bonds were $4,075 million on February 28, 1962, $491 million
higher than a year ago; by a wide margin the largest annualincrease in the past
decade. The general increase in the supply of liquid assets responded to an increase
in the liquidity preference of the public.

FEpERAL DEBT MANAGEMENT

Policies concerning the management of the public debt by the federal govern-
ment are influenced by a number of objectives and considerations including: the
interest of the government in minimizing its costs of borrowing; the preferences of
potential investors for particular types of securities; the desirability of maintain-
ing levels of interest rates and liquidity appropriate to the general state of
business activity. Another objective in debt management has been to narrow
the spread in interest rates between Canadian and U.S. securities and lessen the
incentive to obtain certain types of capital from abroad so as to lessen upward
pressure on the exchange rate.

Following an announcement in the June Budget, the government has been
reducing the so-called “overhang’ of long-term Canada bonds in order to foster
confidence in the capital market and to allow more room in the capital market
for other long-term borrowers. The government has reduced this “overhang”
in three ways. It has confined new bond issues to the “short end” of the market
leaving the long-term financing market available to the provinces, municipalities
and private business. It has converted the bond holdings of the Unemployment
Insurance Fund totalling $237 million into non-marketable bonds redeemable
on 30 days’ notice. The federal government also established a Purchase Fund to
assist in the orderly management of the public debt.

During 1961 the federal government continued the practice of advance
refunding with the Bank of Canada. This means of reducing the weight of nearby
maturities contributed to orderly debt management.

From late 1959 through 1960 the average term to maturity of Government
of Canada and C.N.R. market securities remained almost unchanged at about
9% years. It was shortened to 9 years by the end of June, 1961 and just under

1 years by the end of the year.

FepERAL GOVERNMENT FINANCING

In calendar year 1961 the Government of Canada raised $1.1 billion from
net new security issues in the capital market and from net sales of securities held
by the Unemployment Insurance Commission and other Government accounts.
This total exceeded the $0.7 billion raised from direct and guaranteed securities
in 1960, approximated that raised in 1959 and was less than the $1.4 billion
obtained in 1958.

Of the $1.1 billion-in new funds in 1961, $674 million came from issues of
marketable bonds. Retirement of treasury bills held outside government ac-
counts exceeded new issues by about $50 million. Net new issues of Canada
Savings Bonds in the fourth quarter and for the year as a whole (at $486 million),
were about $100 million higher than in the previous year.
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. ProvINCIAL 'AND MUNIcIPAL FINANCING

. Net new fiinds raised by provincial governments from security issues and
chartered bank loans, which had been between $500 million and $600 million
annually since 1956, exceeded $800 million last year. However $205 million repre-
sented issues of guaranteed bonds by one of the provinces to finance the expro-
priation of a privately-owned utility company.

Sirice 1956 net new municipal financing has ranged between $270 million
and $350 million annually. In 1961 it fell to $283 million as compared with $305
million in 1960.

In the fourth quarter of 1961 net new provincial and municipal financing
was at its heaviest for that quarter since 1957.

Non-Farm Business FINANCING

The rapid upswing since early 1961 in industrial production, employment
and corporate profits was accompanied in the third quarter by higher outlays on
plant and equipment and in the fourth quarter by a significant rise in non-farm
business inventories. As economic activity expanded, the funds obtained by
non-farm business from the security markets, banks, retained corporate earnings,
and other sources began to exceed those raised in the corresponding quarters of
1960, despite the drop in net direct foreign investment in Canada.

Corporate earnings retained after payment of taxes and dividends, which had
declined in the preceding year and a half, turned above the levels of the previous
year in the second quarter of 1961. Depreciation allowances moved slightly above
year-earlier levels in the third quarter.

Corporate bond and stock issues, net of retirements, totalled $460 million
in 1961 compared to $523 million in 1960. Bank loans to non-farm business
moved above the levels of a year earlier in the second and third quarters of
1961 and for the year as a whole to $303 million compared to $137 million in 1960.

Net new corporate financing from securities issues and bank loans moved
above the level of a year earlier in the second and third quarters. During 1961,
as has been the case for several years now, the high level of common stock prices,
in relation to earnings and dividends, continued to make financing through
the sale of stock attractive to corporations. The net retirement of corporate
stocks in the last half of 1961 reflects the distribution of $86 million to the share-
holders of a utility taken over by a provincial government and the exchange of
$104 million of preferred stock for bonds guaranteed by-that province..

Housing FINANCE

Total expenditures on new housing declined from $1,825 million in 1958 to
$1,472 million in 1960 and were $1,485 million in 1961.

In late 1960 the government amended the terms under which it would guar-
antee N.H.A. housing loans‘by financial institutions. Amongst other things the
amendments provided for higher mortgage loans and lower down payments. The
supply of mortgage funds in the hands of lending institutions appeared to
be quite. substantial at that time.

In 1961 the mortgage loans made under N.H.A.-guarantee by financial
institutions rose to $388 million as compared with $177 million in 1960, the highest
amount since 1958.. This type of housing finance came almost completely from
life insurance companies and trust and loan companies. The proportion of all
housmg funds supphed by N.H.A.-approved Iendmg institutions rose from 12%
in 1960 to 26% in 1961. -
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. TABLE 38
.. EXPENDITURES ON NEW HOUSING BY SOURCE OF FUNDS

— - ‘ 1958 | 1959 | 1960 1961
. (Millions of dollars)
Public funds i
CMHC limited-dividend loan........................... 30 45 27 27
Other CMHC loans............ - 304 264 245 248
Other Public funds........: : + 50 : 40 36 25
Subtotal. .. ooieiiii i 884 8494 808 200
Institutional funds—NHA
Chartered banks......... ; 259 235 - 42 1
- ~Life Insurance Companies....... ... 129 137 112 227
Loan and Trust Companies; €tC....vvveerneneernenennn... 35 28 23 160
Subtotal......ooeeennnn. .. e e ST 428 400 1 288
Institutional funds—Conventional : -
Life Insurance Companies............... e 159 - 228 201 171
- Loan and Trust Companies, ete : 102 97 93 79
SUB-L0LAL. oo 261 225 294 250
Equities of owners in addition’ to the above Mortgages and ' . ’ )
other funds® . ... ... i i i e 758 720 692 547
Total®. ....... PUPI e e e 1,825 | 1,79 | 1,472 1,485

Nors: Figures may not add due to rounding.

) These include equities of owners or builders on dwellings being financed with mortgages from public
funds or from institutional lenders. Also includes equities on dwellings financed with mortgage loans
from non-institutional lenders or by loans other than mortgages, or equities on dwellings fully fi-
nanced by their owners.

@ Differs slightly from public and private expenditures on housing in Table 13, which includes major
alterations to buildings but not the cost of land. Table 38 includes the cost of land but not major
alterations to buildings.

Conventional mortgage loans by lending institutions declined from $294
million in 1960 to $250 million in 1961. Finanecing in the form of equity and other
non-mortgage payments by home owners fell from $692 million in 1960 to $547
million in 1961. This decline reflected the 8%, decline in housing completions and
the lower down payments permitted under the National Housing Act.

New housing financed directly by C.M.H.C. and other public funds fell
from $384 million in 1958 to $308 million in 1960 and to $300 million in 1961,
and from a 219, share of all new housing finance in 1958 to one of 209, in 1961.
In June, 1961 Central Mortgage and Housing Corporation inaugurated a series
of auctions of insured mortgages from its portfolio to promote a secondary
market in mortgages. Sale from three auctions in 1961 totalled $41 million.

In line with the lower level of long-term interest rates the government
reduced the interest rate on N.H.A. mortgages from 639, to 63% in November,
1961.

ConsuMER CREDIT

The rate of growth in short-term consumer debt slowed somewhat further
last year. Credit extended to consumers from finance companies, retail stores,
and unsecured personal loans from banks, increased by about 69, or $185 million
compared to $270 million or 9%, in 1960 and $341 million or 149, in 1959.



84

TABLE 39
NET CHANGE IN CONSUMER CREDIT AND OTHER LOANS TO INDIVIDUALS
—_— 1958 | . 1959 1960 1961
|
ConsuMER CREDIT (Millions of dollars)
Chartered bank unsecured personal loans®................... 133 166 138 173
Instalment finance companies............ooiiiieiininenninnns s =12 38 22 —68
Small loan companies......oveeveiiireiiiieeriiireiiaaeen, 39 83 65 34
Department stores................oooiiiiiiiniii 20 32 50 33
Otherretail dealers. ..........cvvveiiiiiiiiieniininnennnns 15 . 22 -5 13
1 1 .. 195 341 290 185
OtaEr Loans
Chartered bank secured personal loans....................... 30 » -5 [ 4 50
Chartered bank government-guaranteed home 1mprovement

1oamS. .ot e e e e 10 2 —4 10
Life insurance Co. policy loans. . 10 18 21 16
Quebec savings banks. ....... -1 1 1 3
Credit UnIonS. ..ovvetrte ittt i it e e it e 62 77 28 n.a.

() Excludes personal loans fully secured by marketable bonds and stocks and home improvement
loans. n.a., not ava.xlab e.

The bulk of the increase in consumer cred1t contmued to be in unsecured
personal loans from banks which rose $173 million in 1961 compared to $138
million in 1960. Consumer credit extended by retail stores rose $46 million in
1961 compared to $45 million in 1960 and that provided by instalment finance
and small loan companies fell $34 million.in 1961 compared to a rise of $87
million in 1960.
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PART II
REVIEW OF GOVERNMENT ACCOUNTS -
s  1961-62
1. INTRODUCTION

The figures presented in this Part for the fiscal year ended March 31, 1962 are
preliminary and subject to revision. The fiscal year of the government ended -on
March .31 but the books must remain open for several weeks after that date to
record various adjusting entries and to take into account all payments up to and
including April 30 made on account of expenditures originating in and properly
chargeable to the fiscal year 1961-62. The figures used in this White Paper
are based on eleven months actual and one month estimated. The final figures
when they become available next July or August will vary to some extent from:
those given in the following pages. e

2. HIGHLIGHTS OF "GOVERNMENTAL FINANCIAL OPERATIONS
o : DURING 1961-62 .

. The following table summarizes the budgetary and non-budgetary trans-
actions for the fiscal year and indicates how the budgetary and non-budgetary
transactions, including changes in unmatured debt, affected the government’s
cash balances. More detailed explanations of these transactions are given in

subsequent sections of this Part.

e TABLE_ 1 ]
‘(in millions of dollars)
L ) Fiscal yeér ended'March 31
SUMMARY oF BUDGETARY AND NON-BUDGETARY TRANSACTIONS .
‘ AND CHANGES IN CasH PosrrioN : 1962. . 1961 -
(estimated)
Budgetary fransactions— .

Revenues— P - . : . : : . : '
Tax......coovvven.. e e ey e 5,157 5,016
Non-tax..:........ e e e e [ - 615 . 602

- 6,772 . 5,618 .
Expenditures—
Defence. ......ooovuiiiiiiii i -1,647 —1,538
Non-defence............c.oooiiiiiiiiiiiie i, —4,916 —4,420
: ’ —6,663° —6,958
Deficit (—)...... e e e . =791 ) -340
Non'-budgetary transactions—
Receipts and credits (excluding unmatured debt transactions)—
Repayment of temporary loans to old age security fund........ : 17 11
Repayments of other loans, investments and working capital
AdVANCES. ... oi e e PR 367 201
Net government annuities account receipts..................... 37 - 42
Net insurance and pension accounts receipts........iiininnn... 267 353
Other non-budgetary receipts.........o.veeuuerrnsennsonn, 116 ) 92
. 804 699
Disbursements and charges (excluding unmatured debt trans-
actions)—
Other loans, investments and working capital advances........ —478 —484
. Other non-budgetary disbursements................ooonennnn... —14 —~169
) —492 —653
Net amount received from non-budgetary transactions............. 312 46
Overall cash requirements (—) to be financed by increase in debt or .
decrease in cash balances............................ ... ... ... 479 —294
Net increase in unmatured debt outstanding in the hands of th
public............ ... [ . 880 223
Net increase or decrease (—) in Receiver General bank balances. ... 401 v -
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The revenues and.expenditures as forecast in the budget speech of June 20,
1961 and the actual figures as now estimated are shown in the following table:

TABLE 2

(in millions of dollars)

Budget Increase or decrease (—)
BUDGETARY TRANSACTIONS forecast Actual compax:}ed Wzl(t)h lfé)gfcast of
ror Fiscar YEar 1961-62 June 20, (estimated) une 20,
1961 Amount Per cent
REVENUES. cveerreneeansonrosnssnnansanssons 5,765.0 5,772.0 7.0 0.12
Expenditures.......ccoovvvnreresocinercinanas —6,415.0 —6,563.4 148.4 2.31
Surplus or deficit (=).......... PRI —650.0 —791.4 141.4

Revenues

The revenues of the government for the fiscal year ended March 31, 1962
amounted to $5,772 million. This is $7 million or approximately one-tenth
of one per cent more than the total of $5,765 million forecast in the budget speech

of June 20, 1961, and approximately $154 million or about 3 per cent more than
the total of $5,618 million collected in the fiscal year 1960-61.

Of the increase of $154 million over 1960-61 revenues, $141 million was
due to tax revenues and $13 million to non-tax revenues. Personal income tax
receipts accounted for most of the increase in tax revenues and were $89 million
more than in the preceding year, reflecting the higher level of incomes during
the year. Corporation income tax collections were $72 million less than the
preceding year due to lower corporate profits in 1960.

The increase of $13 million in non-tax revenues was due to increases of $21
million in return on investments, $6 million in net post office revenue and a
reduction of $14 million in other non-tax revenues.

Expendilures

Government expenditures at $6,563 million were $148 million or approxi-
mately 2.3 per cent more than forecast on June 20, 1961, and $605 million or
10 per cent more than total expenditures in 1960-61. Almost all of the increase
of $148 million has been due to events that were not foreseen last June. An
increase of approximately $40 million in defence expenditures has resulted from
certain changes in policy made last August, and the abnormally low crop yields
in the prairie provinces have produced an unexpected increase of about $40
million in statutory payments under the Prairie FFarm Assistance Act and also
resulted in the recent decision to make further payments of $42 million to western
grain producers.

Expenditures for defence again constituted the largest item and amounted
to $1,647 million or 25 per cent of total expenditures, compared with $1,538
million or 26 per cent in 1960-61.

Civil or non-defence expenditures were $4,916 million, an increase of $496
million over the corresponding total for the previous fiscal year. The main items
were increases of $150 million in expenditures of the Department of National
Health and Welfare (including.increases of $95 million in the government’s
contribution under the Hospital Insurance and Diagnostic Services Act, $37
million in unemployment assistance and $15 million in family allowances), $80
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million in expenditures of the Department of Transport (including $50 million
in interim payments related to the recommendations of the Royal Commission
on Railway Problems), $67 million in the expenditures of the Department of
Labour (including increases of $46 million in payments to provinces authorized
by the Technical and Vocational Training Assistance Act and $15 million under
the municipal winter works incentive program), $52 million in expenditures of
the Department of Finance (including $42 million for higher public debt charges)
and $42 million in expenditures of the Department of Veterans Affairs (including
increases of $27 million for pensions for disability or death and $16 million in
war veterans allowances and other benefits).

More detailed explanations of budgetary revenues by source and expendi-
tures by classification and department are given in Section 3 of this Part.

Deficit

On the basis of these figures the deficit for the fiscal year 1961-62 was $791
million compared with the deficit of $650 million as forecast on June 20, 1961,
and the deficit of $340 million in 1960-61. :

Non-budgetary transactions

A net amount of $312 million was available during the fiscal year from non-
budgetary transactions (excluding unmatured debt transactions). Non-budgetary
disbursements and charges totalled $492 million and receipts and credits, $804
million. Sums totalling $478 million were required for loans, investments and
working capital advances, and $14 million for other non-budgetary purposes.
On the other hand, of the total of $804 million available from various non-bud-
getary receipts and credits, $384 million was available from the repayment of
loans, investments and working capital advances, $304 million from the net
receipts from various government annuity, insurance and pension accounts, and
$116 million from other non-budgetary sources.

Old age security fund

During 1961-62 pension payments from the old age security fund were
$625 million compared with $592 million in the previous fiscal year. Accounting
for approximately $20 million of the increase was the increased rate of payment
(from $55 to $65 per month) effective February 1, 1962. Tax receipts credited
to the fund were $649 million for the year. The excess of $24 million in receipts
over payments was applied to repay the temporary loans made by the Minister
of Finance to the fund. These loans amounted to $17 million at March 31, 1961.
The fund reflected a credit balance of $7 million as at March 31, 1962.

The transactions in the account during 1961-62 compared with those for
the previous fiscal year are as follows:

Fiscal year ended March 31

196
(estimated) 1961

(in millions of dollars)

Pension payments.cuvsieeeeireeneneneneienrrernrsreenonaans 625 592
LA TECEIPES. . v it tiitineriienrveneenrennseneoencanssonens 649 603
Excess of receipts over payments applied in part to the re-

payment of temporary loans from the Minister of Finance 24 11
Temporary loans outstanding at fiscal year-end............. 17

Balance in fund at fiscal year-end.............coevvvvvenenn.

7
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Debt transactions

During 1961-62 the government issued securities amounting to $3,451
million (excluding the refunding of treasury bills which mature weekly) and
redeemed or converted issues in the amount of $2,594 million, resulting in an
increase of $857 million in unmatured debt. ‘However, as other liabilities in-
creased by $407 million the government’s gross public debt increased by $1,264
million to $22,867 million at March 31, 1962.. During the same period the
government’s nét assets increased by $473 million to $9,638 million. As a result,
the government’s net debt was $13,229 million at March 31, 1962, the increase of
$791 million being equivalent to the budgetary deficit for the fiscal year.

Cash position

Receiver General balances were $401 million more at March 31, 1962, than
they were at March 31, 1961, This is the amount by which the increase of $880
million in unmatured debt outstanding in the hands of the public, plus the net
amount of $312 million available from non-budgetary transactions, exceeded
the budgetary deficit of $791 million.

3. THE BUDGETARY ACCOUNTS

Total revenues were $5,772 million for 1961-62, $154 million more than the
total for the previous year. Total expenditures were $6,563 million, an increase
of $605 million over the total for 1960-61. The deficit for the fiscal year 1961-62
was $791 million compared with $340 million for the previous year.

BUDGETARY REVENUES AND EXPENDITURES
Fiscal Years Ended March 31
Billions of Dollars
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TABLE 3
BupgeTARY REVENUES, EXPENDITURES AND DEFICIT

(in millions of dollars)

Fiscal year ended March 31 ' E‘é‘j}%ﬁﬁ? e?;;%ﬁigzs Deficit (—)
1958, 0ottt 1 5,048.8 5,087.4 —38.6
1950, ienieneeeereierereenn, e 4,754.7 5,364.0 —609.3
LT T ST .5,280.8 [ . 5,702.9 —413.1
1961...cvvennnnn..... [ P, ST . "5,617.7 | 5,958.1 —340.4
1962 (estimated). .............. T 5,772.0 6,563.4 —791.4

A. REVENUES

Budgetary revenues totalled $5,772 million in 1961-62 compared with
$5,618 million in 1960-61, an increase of $154 million or 3 per cent. Tax revenues
of $5,157 million accounted for 89 per cent of the total for the current fiscal year
and non-tax revenues of $615 million accounted for 11 per cent.

BUDGETARY REVENUES BY SOURCE
Fiscal Years Ended March 31
Billions of Dollars

—6

OTHER REVENUES
«——TOTAL REVENUES FROM TAXES 89%

CUSTOMS ‘IMPORT DUTIES

25% EXCISE DUTIES, SALES AND —14
OTHER EXCISE TAXES
2i% CORPORATION INCOME TAX'
2 —2
31% PERSONAL INCOME TAX
08¢ 3 : 0
1958 1959 1960 1961 1962 1962°*

* Estimated
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TABLE 4
BupceTARY REVENUES BY MAJOR SOURCES
(in millions of.dollars)

Fiscal year ended March 31 Increase
or
SoURCcE (estimated) 1961 decrease (<)
Amount | Per cent | Amount | Per cent | Amount | Per cent
Tax revenues—
Income tax—
Personal® . ... .................... 1,800.0 31.2] 1,711.2 30.5 88.8 5.2
Corporation®, ... .................. 1,205.0 20.8 1 1,276.6 22.7 -~71.6 —5.6
On dividends, interest, etc., going
abroad............. ...l 115.0 2.0 88.2 1.6 26.8 30.4
Excise taxes— .
Sales® . ... ... 774.0 13.4 720.6 12.8 53.4 7.4
Other................... 276.0 4.8 290.7 5.2 —14.7 =5.1
Customs import duties. .. AN 539.0 9.3 498.7 8.9 40.3 8.1
Excise duties............. v 363.0 6.3 344.9 6.1 18.1 5.2
Estate tax®...... 85.0 1.5 84.9 1.5 0.1 0.1
Othertaxes..........covviinuvinnne, @ @ @)
5,157.0 89.8 5,015.8 89.8 141.2 2.8
Non-tax revenues—
Return on investments................ 305.0 5.3 283.8 5.0 21.2 7.5
Post office revenue................... 180.0 3.1 173.6 3.1 6.4 3.7
Other non-tax revenues............... 130.0 2.3 144.5 2.6 —14.5 -10.7
615.0 10.7 601.9 10.7 18.1 2.2
Total budgetary revenues...; 5,772.0 100.0 | 5,617.7 100.0 154.3 2.7
1961-62 196061
(estimated)
() Excluding tax credited to the old age security fund—
Personal income tax......ovvvvininiiiiiiiiiiiiiiiie e 259.0 229.4
Corporation income ta8X. ......ovvvviiiiiriii i 100.0 103.5
7] LT IR -5 G Y 290.0 270.2
649.0 603.1

@ Includes duties levied under the Dominion Succession Duty Act.
@ TLess than $50,000. ) -

: (1) TAX REVENUES _
Tax on personal incomes :

In 1961-62 the largest source of government revenue was again the personal
income tax. The yield (exeluding the old age security tax) was $1,800 million
or 31 per cent of all budgetary revenue. The increase of $89 million or 5 per cent
over 1960-61 collections was due principally to the higher level of personal
incomes during the fiscal year.

The tax on personal incomes levied under the Old Age Security Act in the
amount of $259 million was credited to the old age security fund.

Corporation income tax

The corporation income tax (excluding the old age security tax) was $1,205
million or 21 per cent of government revenue for 1961-62 and was the second
largest source of revenue. Collections under this category were approximately
$72 million or 6 per cent less than the comparable total of $1,277 million for
1960—61. This decrease was due mainly to lower corporate profits for the calendar
year 1960 which in turn were reflected by lower corporation income tax collections
during 1961-62.

In addition the tax on incomes of corporations levied under the Old Age
Sec(lilrity Act in the amount of $100 million was credited to the old age security
fund. "
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Taxes on dividends, interest, etc., going abroad

Revenue included in this category is derived from taxes withheld on pay-
ments of dividends, interest, rents, royalties; alimony and income from estates
and trusts made to non-residents. Collections in 1961~62 were $115 million, an
increase of $27 million over the comparable total for 1960-61. This reflects the
removal of exemptions and the increased rate on certain interest and dividend
payments, to non-residents, introduced in December 1960.

Excise taxes

Included under this heading are the revenues from the general sales tax and
other special excise taxes.

From a revenue standpoint the most important tax levied under the Excise
Tax Act is the sales tax. Receipts from this tax (excluding the old age security
tax) were $774 million, $53 million or 7 per cent higher than in the previous
fiscal year.

The tax on sales, levied under the Old Age Security Act, in the amount of
$290 million was credited to the old age security fund.

Excise taxes levied under the Excise Tax Act, other than the general sales
tax, were $276 million, a decrease of $15 million from the 1960-61 total of $201
million. Receipts from the excise tax levied on the sale of automobiles were $34
million less than corresponding receipts for 1960-61 due to the repeal of such tax
effective June 21, 1961.

Customs import duties

Customs import duties totalled $539 million for 1961-62, an increase of $40
million over the comparable figure for 1960-61.

Excise duties

Excise duties are levied on alcoholic beverages and tobacco products.
(Additional taxes on tobacco products are levied under the Excise Tax Act
referred to above.) Gross receipts in 1961-62 from taxes on alcoholic beverages
were $209 million and from taxes on tobacco products were $158 million, com-
pared with $200 million and $150 million respectively in 1960-61.

PRINCIPAL SOURCES OF TAX REVENUES
Fiscal Years Ended Moarch 31
Millions of Dollars

2000 PERSONAL INCOME TAX 2000 2000 CORPORATION INCOME TAX - |00

1000 —1 1000

EXCI&E TAXES

1000 1000

EXCISE  DUTIES

0
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Estate tax ,

Revenue from this source amounted to $85 million in 1961-62, approximately
the same as the total for the previous fiscal year.

Other taxes
Revenue under this heading was less than $50 thousand in 1961-62, approx-

imately the same as for 1960-61. ‘
(2) NON-TAX REVENUES

Non-tax revenues totalled $615 million in 1961-62, an increase of $13 million
or 2 per cent over the 1960-61 total of $602 million.

TABLE 5

(in millions of dollars)

Fiscal year ended Increase or
March 31 decrease (—)
Non-Tax REVENUES
1962 .
(estimated) 1961 Amount Per cent

Return on investments..........ovvvveviiureensnens 305.0 283.8 21.2 7.5
Post Office TEVEDUe. ..o vt iie it eiinerinennaenns 180.0 173.6 6.4 3.7
Refunds of previous years’ expenditure.............. 26.8 40.5 —13.7 —~33.8
Services and service fees..........ooiiiiiiiiiianns 42.4 40.4 2.0 5.0
Proceedsfromsales........ccooviiiiviirinnieneen 23.4 24.0 —0.6 —2.5
Privileges, licences and permits........... e 23.4 22.4 1.0 4.5
Bullion and colnage. ......ccvvvnreriinnrrreaanieess 7.0 8.5 —1.5 —17.6
Premium, discount and exchange................... 0.5 0.9 —0.4 —44.4
(817 37-) AR N 6.5 7.8 -1.3 —18.7

615.0 601.9 - 13.1 2.2

Return on investments .

Receipts in this category amounted to $305 million for the fiscal year 1961-62
compared with the 1960-61 total of $284 million. ‘-

. - Payments from Crown corporations amounted to $206 million in 1961-62, an
increase of ‘$12 million over the previous year’s total. The’main increases of
$18 million in Bank of Canada profits and $12 million in receipts from Céntral
Mortgage and Housing Corporation were offset partly by a decrease of $4 million
in returns from the Canadian National Railways and by the fact that there was
no comparable receipt in the current fiscal year to the $13 million received from
The St. Lawrence Seaway Authority in 1960-61. .

It should also be noted that in accordance with Order-in-Council' P.C.
1961-1863 dated December 29, 1961, interest of $14 million payable on De-
cefnber 31, 1961 by The St.. Lawrence Seaway Authority, as well as interest pay-
able on December 31, 1962 has been deferred until December 31, 1963. On
December 31, 1963 the total amount of interest so deferred together with the
interest payable on December 31, 1963, will'be computed as a single sum and
isto be repaid in equal annual instalments calculated by amortizing the said sum,
including interest at rates determined by the Minister of Finance, over a period
of forty-six years. : : C

‘Other loans and investments yielded $99, million compared with $89 niillion
in 1960-61. Receipts of $8 million from the purchase fund which was established
during 1961-62-to assist in the management-of the public debt in accordance
with the announcement by the Minister of Finance'in the budget speech of
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June 20, 1961, together with increases of $3 million in receipts from the securities
investment account, $3 million in interest received from the Unemployment
Insurance Commission and $1 million in interest on loans to national govern-
ments were offset partly by decreases of $3 million in interest on Receiver General
deposits with the chartered banks and $2 million in the yield from the sinking
fund held for retirement of unmatured debt.

- TABLE 6
(in millions of do_llars)

Fiscal year ended
) March 31 Increase
ReTURN ON INVESTMENTS - 0 C - . ‘or
. . 1962 1961 decrease (—)
(estimated)
Loans to, and investments in, Crown corporations—
Bank of Canada—profits. .. .. 107.7 90.2 17.5
Canadian National Railways 1.4 5.0 —3.6
Canadian National (West Indies) Steamships Limited. . 1.2 2.9 -1.7
Canadian Overseas Telecommunication Corporation. . . . 1.3 1.2 0.1
Central Mortgage.and Housing Corporation 71.2 59.6 . 11.6
Eldorado Mining and Refining Limited............. .. 5.0 4.9 0.1
Farm Credit Corporation. ... .....oocovvvunennnnnnn.. 6.0 4.1 1.9
National Capital Commission.......................... 0.7 1.1 —0.4
National Harbours Board...................... e 3.9 . 3.9
Northern Canada Power Commission.................. 0.5 © L1 —0.6
Northern Ontario Pipe Line Crown Corporation.-...... 4.3 4.3
Polymer Corporation Limited.......................... 3.0 3.0
The St. Lawrence Seaway Authority............... A 13.1 —13.1
Miscellaneous. . ......o.ooiiiiiii i, e 0.2 - 0.2
- 2086. 4 194.6 11.8
Other loans and investments— ) )
United Kingdom. . ......ovuinninee e, 21.8. 22.2 —0.4
Other national governments . 9.0 8.1 0.9
Provincial governments. ................... ... ... ..., 1.6 1.9 —0.3
Soldier and general land settlement loans and veterans
land act advances............... e 4.9 5.3 ~0.4
Exchange fund account..................cooviui. ...l el 32.6 32.5 0.1
Purchase fund account..................oo i, 7.6 7.6
Securities investment account. ......................... 8.2 < 5.1 3.1
Sinking fund held for retirement of unmatured debt. ... . 1.0 2.7 —1.7
Interest-bearing deposits with chartered banks. ........ 3.6 6.6 —3.0
Unemployment Insurance Commission................. 2.9 0.4 2.5
Miscellaneous. .. ...ovvuiineein i, 5.4 4.4 1.0
98.6 89.2 9.4
305.0 283.8 21.2

Post office revenue .

In 1961-62 gross post office receipts totalled $210 million but authorized
disbursements from revenue for salaries and rent allowances at semi-staff and
revenue offices, commissions at sub-offices, transit charges on Canadian mail
forwarded through or delivered in foreign countries, etc., in the amount of $30
million, brought net revenue to $180 million. In 196061 gross receipts were $202
million, authorized disbursements were $28 million and net revenue was $174
million. )

As costs of operating the Post Office Department during 1961-62 (excluding
the $30 million charged to revenue) were $189 million, net expenditure exceeded
net revenue by $9 million. However, in making this comparison, it is to be
noted that the total shown for post office revenue does not reflect any payment
for the franking privilege covering parliamentary and departmental mail or
for certain miscellaneous services provided for other government departments
and agencies, nor does the total shown for operating expenses reflect any charges
for premises occupied by the Post Office Department or for certain accounting
and miscellaneous services provided by other departments. :
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TABLE 7
(in millions of dollars)
Fiscal year ended
. March 31 Increase
Post OrFICE' REVENUE or
© 1962 1961 decrease (—)
(estimated)
POSba e, . vt et v s 196.9 189.6 7.3
Comimission on money orders. ........covevvaveerseenneannns 7.8 7.7 0.1
Rental of post office boxes. ........ccooiiiiiiiiiiiiiiian. 2.0 1.9 0.1
Transit credits on foreign correspondence. ......o.ch caainnn 1.4 1.3 0.1
[0 1 473 o 1.8 1.4 0.4
209.9 201.9 8.0
Less—
Salaries and allowances at semi-staff and revenue offices. —25.6 —24.0 —1.6
Transit charges on foreign correspondence............... —-1.7 —1.2 —-0.5
[0 174 4 V=5 R —2.6 —-3.1 0.5
-29.9 —28.8 —1.6
180.0 173.6 6.4

Refunds of previous years’ expenditures :

Refunds in 1961-62 of expenditures made in prior years totalled $27 million,
a decrease of $14 million from the comparable total for 1960-61. Included in
this category is an amount of $12 million received by the Department of National
Defence, consisting of refunds of $3 million from the United States Government,
$1 million in respect of advances to Canadian Vickers Limited, $1 million from
the defence production revolving fund and $7 million from miscellaneous sources.
In addition, the unexpended balance of parliamentary grants as at March 31,
1961, amounting to $3 million was refunded by the Canadian Broadcasting
Corporation.

Services and service fees S

Collections in 1961-62 for services and service fees amounted to $42 million,
an increase of $2 million over the total for 1960-61.

Revenue in this category includes: $12 million received by the Royal
Canadian Mounted Police, mainly for police services to certain provinces and
municipalities; $14 million received by the Department of Transport of which
$7 million was in respect of aircraft landing fees and $3 million from marine
steamers’ earnings; $7 million by the Department of Agriculture including $5
million for services in connection with the inspection, weighing, storage and
elevation of grain, and $1 million in respect of race track supervision; and $4
million by the Department of National Health and Welfare due mainly to
reimbursement by the provinces for treatment of Indians in federal government
hospitals. ’

Proceeds from sales

Receipts from this source totalled $23 million compared with $24 million
in 1960-61.

Included in this category are: $9 million by the Department of Defence
Production of which $8 million represents amounts from the sale of surplus Crown
assets (after deducting certain agency fees and transfers) and $1 million under
agreements of sale of Crown assets; $5 million by the Department of Public
Works representing the proceeds of the sales of properties by Central Mortgage
and Housing Corporation; and $4 million by the Department of National
Defence of which $2 million is in respect of the sales of stores to the United
Nations.
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Privileges, licences and permits
Revenue of $23 million for the fiscal year 1961-62 on account of privileges,
licences and permits was $1 million more than was received in 1960-61.
Included in this revenue are amounts of $9 million received from the Depart-
ment of Transport representing rentals, concessions and radio licence fees and
$4 million from the Department of Northern Affairs and National Resources
including $1 million in respect of bonuses, exploratory permits, fees, leases and
royalties from oil and gas.

Bullion and coinage

Revenues in this category were derived from the operations of the Royal
Canadian Mint and consist mainly of $7 million from a net gain on coinage.
Small amounts were also obtained from gold refining charges, handling charges
and gain on gold refining.

Premium, discount and exchange
In the current fiscal year premium, discount and exchange transactions
resulted in a net credit of $1 million, approximately the same as for 1960-61.

Other non-tax revenues

Revenues, other than tax revenues, not dealt with in preceding sections
totalled $7 million for 1961-62, a decrease of $1 million from the 1960-61 total.

B. EXPENDITURES ..

Budgetary expenditures for 1961-62 amounted to $6,563 million, an increase
of $605 million over the 1960-61 total of $5,958 million.

BUDGETARY EXPENDITURES, ClASSIFIED BY FUNCT_lON
Fiscal Years Ended March 31 . :
Billions of Dollars
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TABLE 8

STATEMENT OfF BUDGETARY EXPENDITURES BY DEPARTMENTS AND MaJor CLASSIFICATIONS

(in millions of dollars)

Fiscal year ended March 31

Increase
_— 1962 or
(estimated) 1961 decrease (—)
Amount | Per cent | Amount | Per cent | Amount | Per cent
Defence expenditures—
National Defence. .........covvvvune. 1,622.0 24.7 1,517.5 25.5 104.5 6.9
Defence Production. ................. 24.7 0.4 20.4 0.3 4.3 21.1
1,646.7 26.1 1,637.9 25.8 108.8 7.1
Non-defence expenditures—
Agriculture.........ooviiieinnriieien 289.3 4.4 264.9 4.4 24.4 9.2
Atomic Energy........ccovininiinnen 35.3 0.5 38.9 0.7 —3.6 —9.3
Canadian Broadcasting Corporation... 77.0 1.2 66.8 1.1 10.2 15.3
Citizenship and Immigration......... 66.1 1.0 61.1 1.0 5.0 8.2
External Affairs............oeovvvnnen 95.0 1.5 103.0 1.7 —8.0 -7.8
Finance— .
Public debt charges................ 839.7 12.8 797.6 13.4 42.1 5.3
Tax-sharing, subsidy and other
payments to provinees............ 540.6 8.2 537.8 9.0 2.8 0.5
Government’s contribution to the
* public service superannuation :
BCCOUND. .o vvvenvineiinennnnnes . 46.9 0.7 41.4 0.7 5.5 13.3
Other..cooveiiiiiiiiieiiiiiiiinenns 85.2 1.3 83.2 1.4 2.0 2.4
1,612.4 23.0 1,460.0 24.6 52.4 3.6
Fisheries....o.coovneiriiriiiiinenn 24.3 0.4 19.2 0.3 5.1 26.6
FOrestry.. oo eereneievineesenenenns 15.1 - 0.2 10.1 0.2 5.0 49.5
Justice......oovineininns i 9.7 0.1 8.6 0.2 1.1 12.8
Office of the Commissioner oi
Penitentiaries............. 00000 25.0 0.4 19.1 0.3 5.9 30.9
84.7 0.5 27.7 0.6 7.0 25.8
Labour. . ....coooiime i nniee ot . 85. 4 . 1.3 . 24.1 0.4 61.3 254.4
Unemployment Insurance ‘Act ad-| | . S e ..
ministration and government’s| - - | - - :
., contribution............ ~102.7 |+ <18 97.2 1.6 5.5 | . 5.7
[ 188.1 2.9 121.8 2.0 66.8 86,1
Mines and Technical Surveys........ 69.3 1.1 59.1 1.0 10.2 ‘17.3
National Health and Welfare—

Family allowances................. - 5209 | —- .7.9 506.2 8.5 14.7 i 2.9

Government's contributions under ) ¢ ;

. the Hospital Insurance an . L. . t L L
-, Diagnostic Services Act 284.0 4.3 189.4-|-- ... 3.2 94.6 49,9

Other...\.............,..... 232.5 3.6 191.6 3.2 |- 40.9 21,3

T ’ 1,087.4 15.8 887.2 14.9 160.2-j... _'16.9
National Research Council, mcludmg ) b Y

the Medical Research Council., .. ... 38.7 0.6 34.4 0.6 4.3 | 12,5
National Revenue.................... . 159 T 1.2 73.3 1.2 2.6 . 3.5
Northern Affairs ‘and National .

ReESOUrCeB...ovveeierrnrennsnnesnnns 86.5 1.3 | 74.3 1.2 12.2 16.4
Post Office........... 188.6 2.9° 178.4 3.0 10.2 + 5.7
Puablic Works 193.4 2.9 200.9 3.4 -7.5 —3.7
Royal Canadian Mounted Pohce ...... 61.1 . 0.9 56.0 0.9 5.1 - 9.1
Trade and Commerce ................ 40.0 0.6 21.8 0.4 18.2 .-83.5
Transport......5.:... : Ver 416.4 6.3 336.4 5.7 80.0 23.8
Veterans Affairs... 334.1 5.1 292.3 4.9 41.8 14.3
Other Departments.............. e 38.0 _ 0.6 33.1 0.6 4.9 14.8

4,916.7 74.9 4, 420.2 74.2 496.6 11.2

© Total budgetary expenditures.....[ 6,563.4 100.0 | 5,958.1 100.0 605.3 10.2
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PRINCIPAL CLASSES OF BUDGETARY EXPENDITURES
Fiscal Years Ended March 31
DEFENCE Millions of Dollars

r —_— 1000 r_. PUBLIC DEBT CHARGES ~—11000

2000~ —~2000
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58 59 60 61 62* 58 59 60 61 62*
1. The unshoded oreas of the columns in the chart for health, wellors and sociel sacority represent penslon poyments cut of old age

security fund not charged to budgelary expenditres in the year in which they were poid, )
2. Does wot include those poyments made to ond nicipal for specilc purposes,

# Estimated

(1) DEFENCE EXPENDITURES

Defence expenditures which consist of expenditures of the Departments of
National Defence and Defence Production were again the largest category of
government budgetary expenditures. The total of $1,647 miilion for 1961-62
was approximately 25 per cent of the aggregate budgetary expenditures of the
government for the year and was $109 million more than the total of $1,538
million for, 1960-61, : o . - .

. TABLE 9
(in millions of dollars)
Fiscal year ended :
March 31 Increase
DEerENCE EXPENDITURES or
1961 decreasge (—)
(estimated)
Department of National Defence—

AVAl BEIVICeS. ...ttt i i i i i 262.9 i 245.5 . 17.4
ATy BEIVICES. . vnvvvrrvrnennroennennernnss 447.8 402.2 45.6
AL BerVICeS..ionivinriiieieinannennnnninsn PP, 778.6 751.6 27.0

: 1,489.3 1,899.8 80.0
Administration and general..... e rerebeirerene. veeeans 23.6 21.2 2.4
Defence research and development...........cccvvenn... 42.9 41.9 1.0,
Government’s contribution to the Canadian forces super- .

ANNUALION BCEOUNb. .. .vver e et ererenrnnanens 56.0 40.5 15.5

Mutual aid to NATO countries including contributions
towards military costs of NATO................... 10.2 14.6 —4.4
1,622.0 1,5617.5 104.5

Department of Defence Production— . )

Administration and general.............cooovieninnen... 17.9 15.7 2.2
Production capacity and capital assistance. . 2.3 | . 1.8 0.5
Technological capability................. erereareanaees 4.5 2.9 1.6
. 24.7 20.4 4.3
1,646. 1,537.9 108.8

53819-9—73%
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National Defence "~ @ .~ T

Expenditures of. the Depé,_r:tment of National Defence were $1,622 million
in 1961-62. In 1960-61 expenditures were $1,518 million.

Expenditures for naval, army and air services amounted to $1,489 million,
$90 million more than the 1960-61 total. Of this increase, $17 million was
attributable to naval services, $46 million to army services and $27 million tc
air services. - : ) ] '

Direct charges to mutual aid amounted to $10 million during 1961-62
compared with $15 million in 1960-61 and consisted of procurement of equipment
for mutual aid and Canada’s share of NATO military budgets and infra-structure
costs.

Expenditures for defence reéeé,réh and development were $43 million com-
pared with $42 million in 1960-61. o : S :

The government’s contribution to the Canadian forces superannuation
account of an amount equal to 12 times the contributions by permanent services
personnel was $56 million, an increase of $16 million over the total for the
previous year. The increase resulted from a provision of the new act which
became effective March 1, 1960 and which authorized the crediting to the
superannuation account quarterly, in each fiscal year, such amount, in relation
to the total amount paid into the said account during the preceding quarter by
way of contributions in respect of current services and past services by contrib-
utors, as is specified by the Minister of Finance. The contribution for 1960-61
therefore, was based on a nine-month period from April 1, 1960 to December 31,
1960, inclusive, compared with the contribution for 1961-62 which was based
on a twelve-month period from January 1, 1961 to December 31, 1961, inclusive.

Administration and general costs were $24 million in 1961-62, an increase
of $2 million over the 1960-61 total. -

befence Production V ’ .

The total expenditure of $25 million in 1961-62 for the Department of
Defence Production was $4 million more than in 1960-61.

Outlays of $5 million in connection with the government program instituted
in 1959-60 of supporting selected defence development programs in order to
sustain technological capability in Canadian industry were $2 million more than
in 1960-61. Expenditures of $2 million in respect of the procurement of capital
assistance by Canadian Arsenals Limited and the programs under 'which assistance
for the establishment of production capacity and capital assistance is given to
private contractors, Crown plants operated on a management-fee basis and
Crown corporations undertaking contracts essential to.the defence program were
approximately $1 million more than corresponding expenditures in the previous
fiscal year. : ‘

Administration and general costs amounted to $18 million in 1961-62
compared with $16 million in 1960-61. : :

Cash outlays for defence :

In addition to these budgetary expenditures for defence, there are certain
other cash outlays which must be considered in assessing the full effect-of the
defence program on the economy of Canada. o

Section 11 -of the National Defence Act provides that ‘materiel, not imme-
diately required forthe use of the Canadian defence forces or the Defence Research
Board, may be sold to such countries and upon such terms as the Governor in
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Council may determine. The proceeds of such sales in 1961-62 amounting to
$3 million were credited to a special account to be used for the procurement of
materiel. Cash outlays of $6 million from this account during 1961-62 resulted
in a balance of $2 million at March 31, 1962.

The Department of Defence Production also makes cash disbursements for
the procurement of materials for use in the manufacture of defence equipment
which are not recorded as budgetary expenditures. For purposes of accounting
and control, these amounts are charged to the defence production revolving fund
and are treated as assets on the books of the government until they are billed to
the Department of National Defence or sold to defence contractors for use in
the manufacture of defence equipment. As a result of the transactions during
1961-62 purchases exceeded proceeds from sales by $18 million and the assets
of the fund increased by an equivalent amount, leaving a balance of $33 mllhon
in the account at March 31, 1962. :

The following table summarlzes the cash outlays for defence for the past
two fiscal years:

TABLE 10

(in millions of dollars)

Fiscal year ended
March 31 Increase
CasH OuTLAYS FOR DEFENCE or
) 1962 1961 decrease (—)
(estimated)
Budgetary expenditures—
Department of Defence Production..................... 24.7 20.4 4.3
Department of National Defence....................... 1,622.0 1,517.5 104.5
1,646.7 1,5637.9 108.8
Disbursements for, or receipts from (—)—
Defence production revolving fund (net)................. 17.5 -5.0 22.5
Replacement of materiel account—sec. 11, National . -
Defence Act (net).......cvviveiireinniiinnnann. 3.0 - —=1.0 4.0
20.6 —6.0 26.6
Net cash outlay for defence..................... 1,667.2 1,531.9 135.3

(2) NON-DEFENCE EXPENDITURES

Agriculture

Expenditures of the Department of Agriculture were $289 million for 1961-62
compared with $265 million for 1960-61.

Increases of $40 million in expenditures to cover the deficit in the prairie
farm emergency fund and $6 million in outlays for rehabilitation and reclamation
- projects were offset partly by the decrease of $30 mllhon in the net operating
loss of the agricultural stabilization board.

The 1961-62 net operating loss of the agricultural stabilization board was
$23 million compared with $53 million in 1960-61.

Advances of $49 million made by the Minister of Finance to the prairie
farm emergency fund to cover the year’s deficit have been charged to budgetary
expenditures. The comparable amount in 1960-61 was $9 million. :
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TABLE 11
(in millions of dollars)
Fiscal year ended
March 31 Increase
AGRICULTURE or
1962 1961 decrease (—)
(estimated)
Administration and general............. .. o i 5.2 4.4 0.8
Agricultural products board—net operating loss.............. 4.9 4.9
Agricultural stabilization board—net operating loss.......... 23.0 53.4 —-30.4
Asgistance re storage costsof grain..............ciiiiinn. 49.0 48.2 0.8
Board of Grain Commissioners (Canada Grain Act)......... 6.5 6.3 0.2
Prairie farm emergency fund—deficit.................. ... 49.5 9.2 40.3
Production and marketing branch—
Freight assistance on western feed grains......... [ 16.7 19.2 —2.5
Health of animals division.................cooiiiien. 14.4 13.4 1.0
Payments to western grain producers................... 40.5 40.5
Premium on hog and lamb carcasses..............oovun 7.2 6.6 0.6
(017 =3 < O 19.6 17.3 2.3
’ o : 98.4 97.0 1.4
Rehabilitation and reclamation projects..............covnn.. 26.6 20.2 6.4
Research branch.........oiiiiiiiiiiiiiiireiisnnrenianes 26.2 26.2
289.3 264.9 24.4

Atomic Energy ,

Expenditures of the Atomic Energy Control Board and payments to Atomic
Energy of Canada Limited were $35 million compared with $39 million in 1960-
61, a decrease of $4 million.

Administration expenses of the Atomic Energy Control Board and grants
for research and investigations with respect to.atomic energy totalled $1 million,
approximately the same as for the previous fiscal year.

During the year under review approximately $34 million was paid to Atomic
Energy of Canada Limited for its research program, $4 million less than in the
previous fiscal year. Of the total, $26 million was for current operations and
maintenance and $8 million for the construction or acquisition of buildings,
works, land and equipment.

TABLE 12

(in millions of dollars)

- - Fiscal year ended

March 31 Increase
Aromic ENERGY . d or (
- . 1962 . ecrease (—)
(estimated) 1961
Atomic Energy Control Board—
. Administration........ooviiiiiiiiii i 0.1 0.1
Grants for research 0.7 0.6 0.1
0.8 0.7 0.1
Atomic Energy of Canada Limited—
Research program—
Construction or acquisition of buildings, works, land
and equipment.............oiiiiiiiiiiiiiiee 8.2 15.1 —6.9
Current operations and maintenance................. 26.3 23.1 3.2
84.5 88.2 -3.7
35.3 38.9 —3.6

Canadian Broadcasting Corporation
Payments of $77 million have been made by the government to the Canadian

Broadcasting Corporation during 1961-62, an increase of $10 million over the
total for 1960-61.
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Grants for capital requirements including the replacement of existing
capital assets of the radio and television services increased by $1 million during
1961-62, while grants in respect of the net operating requirements of the radio
and television services were $9 million higher than in the previous fiscal year.

Outlays for the international shortwave broadcasting service were approx-
imately the same as for 1960-61.

TABLE 13
(in millions of dollars)
Fiscal year ended
March 31 . Increase
CaANADIAN BRoADCASTING CORPORATION or
1962 1061 decrease {(—)
(estimated)
Grants in respect of radio and television services—
Capital requirements............ocoiiieiiiiniiiieienn, 6.4 5.6 0.8
Net operating requirements......oceveveeveorinrencennes 68.9 59.3 9.6
) 75.8 64.9 10.4
International shortwave broadcasting service............... 1.7 1.9 -0.2
77.0 66.8 10.2

Citizenship and Imfnigration
. Expenditures of the Department of Citizenship and Immigration were $66
million in 1961-62, an increase of $5 million over the total for 1960-61.

Outlays for the Indian affairs branch increased by $5 million during 1961-62
due principally to increases of $2 million in expenditures for Indian education,
$1 million in outlays for Indian welfare, $1 million in costs of Indian agencies
and $1 million in expenditures for economic development of Indians.

~ Expenditures of the immigration branch and the citizenship and citizenship
registration branches were approximately the same as for the previous fiscal year.

TABLE 14
(in millions of dollars)
Fiscal year ended
March 31 Increase
CrTIZENSHIP AND IMMIGRATION or
. 1962 .. 1061 decrease (—)
(estimated) ’

Administfation andgeneral............c.iiiiiiiiiiiiiiin., 1.0 0.9 0.1
Citizenship and citizenship registration...................... 1.6 1.5 0.1
Imnmigration. .vee e vveirernvnneerrencsvannseeecaannas 12.5 12.3 0.2
Indian affairs. . .....ooiiiiiiirerierii e ieieicnieiiinin 51.0 . 46.4 4.6

66.1 1.1 5.0

=]

External Affairs
Expenditures of the Department of External Affa1rs totalled $95 million in
1961-62, a decrease of $8 million from the previous year’s total.

~ The principal changes in expendlture as compared with 1960-61 were de-
creases of $7 million in contributions to international organizations and $4
nillion in assistance to other countries and increases of $2 million in costs of
representation abroad and $1 million in expenditures for administration and

general.
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Contributions to international organizations decreased by $7 million during
the year due mainly to the fact.that 1960-61 expenditures included.the following
items for which there was no comparable expenditure in 1961-62; (a) $6 million
-for the purchase and transfer of wheat flour:to assist in the establishment of
strategic stock piles of food Supplle\ in member states of NATO; (b) $2 million
for the reimbursement of the agricultural commodities stabilization account
for canned pork donated to international relief agencics; and (¢) $2 miilion to
reimburse the agricultural products board account for whole milk powder
donated for international relief purposes.

- - .. - - - - -7 - TABLE 15 N T - - oot L T -
E ; (in millions of dollars)
' Fiscal year ended
March 31 Increase
"EXTERNAL AFFAIRS T o ot i — = TTor T
. 1962 1961 - decrease (—)
(estimated) * N
Administration and general........ e e 8.9 8.1 0.8
Assistarice to other countries................... .30 .0 2.5 6.4 =~3.9
Cainada’s dssessment for hiémbership in 1nternatlona1 (1nclud-
_ ... ing commonwealth) organizations......... et ui 5.4 4T 0.7
Contributions to international organizations. . 15.1 22.2 —7.1
Grant to Colomboplanfund......................0.ovinn. 50.0 50.0
Representationabroad...............cooiiieiii i, . 13.1 116, 1.5
A 95.0 103.0 —8.0

Finance

" Expenditures of the Department of Fmance amounted to 81, 512 million
in- 1961-62, an increase of $52 million over the corresponding total of $1,460
million in 1960—61

The main changes were increases of $42 mllhon in public debt charges, $5
million in the government’s contribution to the public service superannuation
account, $3 million in tax-sharing, subsidy and other payments to provinces,
$2 million in administration expenses of the Comptroller of the Treasury, and
$2 million in the government’s share of medical-surgical insurance premiums and
a.decrease of $2 million in administration and general costs. ... -

TABLE 16
* (in millions of dollars)
Fiscal year ended -
March 31 Increase
Finance or
‘1962 1961 decrease (—)
(estimated)

Administration and general.................. e 1 11.0 12.9 ~1.9
Government’s contribution as an employer to the unemploy-|

ment insurance fund........... ... . . oo 1.0 1.0
Government’s contribution to the public service superannua-

0N ACCOUNL. . ov e 46.9 41.4 5.5
Government's share of medical-surgical ingsurance premiums. 7.6 6.0 1.6
Grants to municipalities in lieu of taxes on federal property... 24.7 24.5 0.2
Grants to universities—

Payments to the Canadian Universities Foundation..... 19.4 19.0 0.4
Office of the Comptroller of the Treasury—administration

EXPENSBCE. . 1vuernrrae et e 21.5 19.8 1.7
Public debt charges............................. N e 839.7 797.6 42.1
Tax-sharing, subsidy and other payments to provinces...... 540.6 537.8 2.8

1,512.4 1,460.0 52.4
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Government’s conlribution to the public service superannuation account
In 1961-62 the government’s contribution -to-the public service superan- -

nuation account amounted to $47 mllhon an increase of $5 mxlllon over the

comparable figure for 1960-61. '

Public debt charges

In 1961-62 public debt charges were again the second largest item of budg-
etary expenditure. These charges, which consist of interest on public debt,
the annual amortization of bond discounts and commissions, the cost of issuing
new loans and other costs incurred in servicing the public debt, totalled $840
million in 1961-62 or 13 per cent of all budgetary expenditure, compared with
$798 million or 13 per cent in 1960-61.

TABLE 17

(in millions of dollars).

Fiscal year ended
March 31 Increase
INTEREST AND OtHER PUBLIC DEBT CHARGES or
. 1962 1961 decrease (—)
(estimated)
Interest on public debt—
Unmatured debt including treasury bills—
Payablein Canada.............cciiiiiiiiianiaina. 639.2 . 607.2 . 32.0
Payablein London..............c.ooiieiiiian., 1.0 1.4 —0.4
Payablein New York.............oooiiiiaiitn, 2.7 4.0 -1.3
642.9 612.6 20.8
Other liabilities— B
Annuity, insurance and pension accounts............. 157.7 141.0 16.7
Deposit and trust accounts..............cooveeiennn. 3.4 3.1 0.3
. 161.1 144.1 17.0
Total interest on publicdebt................... 804.0 756.7 47.3
Other public debt charges—
Annual amortization of bond digcounts and commissions. 33.6 38.9 -5.3
Cost of issuing new loans. ......0cc.coviieninnenennnnnns 1.3 1.3
Servicing of pubhc debt..ooeriiriiiiiiiii e 0.8 0.7 0.1
85.7 40.9 —-5.2
839.7 797.6 42.1

Interest on public debt in 1961-62 amounted to $804 million, an increase
of $47 million over the 1960-61 total of $757 million. Interest of $643 million
on unmatured debt was $30 million higher than in 1960-61 reflecting the increase
in unmatured debt; interest of $161 million on other liabilities was $17 million
higher due to the increase of $17 million in interest on annuity, insurance and
pension accounts, including increases of $10 million in respect of the public
service superannuation account and $5 million in respect of the Canadian forces
superannuation account.

Other public debt charges amounted to $36 million compared with $41
million in 1960-61. The decrease of $5 million was due to a reduction in the cost
of annual amortization of bond discounts and commissions.

When considering the magnitude of these public debt charges and the burden
they place upon the public treasury, it must be borne in mind that a substantial
portion of the debt is attributable to, or is invested in, productive or earning
assets. Therefore, in calculating the nef burden of the government’s annual
interest charges, the income derived from loans, investments and other productive
assets must be taken into account. For 1961-62 this income totalled $305
million as shown in the non-tax revenue section under the heading ‘‘Return

53819-9—8
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on investments’”’. This amount deducted from the gross total of $804 million for
interest as shown in the above.table leaves a net amount of $499 million compared
with & net of $473 million in 1960-61. Measured as a percentage of the net
debt the burden of the net annual interest charges was 3.77 per cent in 1961-62
compared with 3.80 per cent in 1960-61.

TABLE 18

(in millions of dollars)

Fiscal year ended .
Mareh 31 Increase
NET BURDEN oF ANNUAL INTEREST CHARGES or
1961 decrease (—)
(estimated)
Total interest on public debt.........o.eeviveieeeneaneennnn.|  804.0 756.7 47.3
Return on investments.....ooevvnennnivvniieenenieianeaarnen —305.0 —283.8 -21.2
Net Interest Costs......ovirerirernrenrererenrenrenenennenss 499.0 472.9 26.1
Net interest costs as percentage of net debt.................. 3.77 3.80

Taz-sharing, subsidy and other payments to provinces

Payments to the provinces during 1961-62 for statutory subsidies, payments
under the Federal-Provincial Tax-Sharing Arrangements Act, additional grants
to Newfoundland and the transfer of a portion of income tax receipts from certain
public utility companies were $541 million compared with $538 million in 1960-61.

Charges to budgetary expenditures in 1961-62 under the federa,l-provmclal
tax-sharing arrangements, including adjustments made on account of -previous
years, were $2 million less than in 1960-61. The decrease was due to an increase
. in the relative proportion of personal and corporation income tax attributable
to provinces other than Ontario and British Columbia which had the effect of
reducing the equalization payments payable with respect to 1961-62 as well as
substantially lowering the adjusting payments necessitated by the final calcu-
lation of the tax-sharing arrangements payments for 1960-61 thch were required
to be made by December 31, 1961. :

Payments of $503 million to the provinces under the federal-provincial
tax-sharing arrangements in 1961-62 were adjusted by deducting a total of $1
million from the tax-sharing entitlements of Newfoundland, Prince Edward
Island, New Brunswick, Manitoba and Saskatchewan, making a net disbursement
to the provinces of $502 million. These deductlons represented recovery of
one-fifth of the overpayments made to those provinces under the 1952 tax
rental agreements on account of an over-estimation of their population as revealed
by the 1956 census. By Memoranda of Agreement with the provinces concerned,
the 1952 tax rental agreements were amended to authorize the recovery of the
overpayments in equal monthly deductions from the tax-sharing payments to
those provinces over the five-year life of the new arrangements.

Statutory subsidies at $24 million for 1961-62 were $3 million more than in
the previous year, on account of adjustments arising out of the results of the
decennial census.
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Information in regard to the tax collection agreements with the provinces
is given under the liability category ‘‘Deposit and trust accounts’.

TABLE 19
(in millions of dollars)
Fiscal year'ended
Tax-SHARING, SUBSIDY AND OTHER PAYMENTS TO March 31 Inc(l;(le_ase
Provinces 1962 . . 1961 decrease (—)
(estimated)
Payments under Federal-Provincial Tax-Sharing Arrange-|
ments Act. c. 29, Statutes of 1956, as amended.......... 502.7 504.9 —2.2
Statutory subsidies..........cociieiiiii e 23.5 20.7 2.8
Transfer of certain public utility tax receipts................ 6.4 4.2 2.2
Transitional grant to Newfoundland........................ 0.3 —-0.3
Additional grant to Newfoundland.......................... 8.0 7.7 - 0.3
540.6 537.8 2.8

A summary of payments, by provinces, during 1961-62 is given in the follow-
ing table:

TABLE 20

(in millions of dollars)

Fiscal year ended March 31, 1962 (estimated)
Tax-SHARING, SUBSIDY AND Payments Transfer of ’
OTHER PAYMENTS T0 PROVINCES under Statutory [certain public| Additional |- Total
tax-sharing subsidies utility tax grant ota.
arrangements receipts
Newfoundland .. 27.6 1.7 0.1 8.0 37.4
Nova Scotia........ . 39.8 2.1 0.4 42.3
Prince Edward Islan, 7.2 0.7 0.1 8.0
New Brunswick...........cooovvn... 33.7 1.7 0.1 35.5
Quebec. 60.4 4.0 2.1 66. 5
Oantario... 120.7 4.6 0.6 125.9
Manitoba... 40.4 2.1 0.1 42.6
Saskatchewa 40.6 2.1 0.1 42.8
Alberta.........ooovviiniinneanin.. 58.4 2.8 1.9 63.1
British Columbia................... 73.9 1.7 0.9 76.5
502.7 23.5 6.4 8.0 540.6

The amount of public utility tax receipts for transfer to the provinces .
in 1961-62 was $6 million, an increase of $2 million over the 1960-61 total.
The 1961-62 payments represent the transferable portion of the income tax
received from corporations whose main business was the distribution to, or the
generation for distribution to, the public of electrical energy, gas or steam for
the taxation year 1959.

Fisheries :
Expenditures of the Department of Fisheries amounted to.$24 million in
1961-62, $5 million more than in 1960-61. :

53819-9—83
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Increases of $2 million in outlays for field services, $2 million in expenditures
of the Fisheries Research Board of Canada and $1 million in administration and
general costs were the main factors contributing to the increase.

TABLE 21

(in‘ millions of dollars)

Fiscal year ended .
March 31 Increase
FIsHERIES or
1962 1961 decrease (—)
(estimated) . -
Administration and general............ ... ... o ool 4.8 3.7 1.1
Canadian share of the expenses of international commissions. 1.1 0.8 0.3
Field 8eTviCes. . ..ot 12.0 9.9 2.1,
Fisheries Research Board of Canada........................ 6.4 4.8 1.6
24.3 19.2 5.1

Forestry ; :

Expenditures of the Department of Forestry totalled $15 million for 1961-62,
an increase of $5 million over the 1960-61 total of $10 million.

Contributions to the provinces for assistance in establishing forest access
roads and trails during 1961-62 were $3 million over the comparable expenditure
for 1960-61, while outlays for forest research, and administration and general
costs were each $1 million more.

TABLE 22

(in millions of dollars)

Fiscal year ended
March 31 Incrense
FORESTRY g or
1962 ecrease (—)
(estimated) 1961
Administration and general.................. ... oL 1.9 1.2 0.7
Contributions to the provinces—
Assistance in forest inventory, reforestation and forest
fire protection................. e 2.4 2.3 0.1
Forest access roads and trails........................... 4.0 0.6 3.4
Forest research.............ccooiiiiiiiiiiiiiiiiii 6.8 6.0 0.8
15.1 10.1 5.0

Justice
Expenditures of the Department of Justice amounted to $35 million for
1961-62, an increase of $7 million over the total for the previous fiscal year.

Administration and general costs accounted for $1 million and expenditures
of the Office of the Commissioner of Penitentiaries for $6 million of the overall
increase. : '
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TABLE 23

(in millions of dollars)

Fiseal year ended
March 31 Increase
JusTicE - or
1962 1961 decrease (—)
(estimated) ’
Administration and general................ooiiiiiiinnn... 4.6 3.6 1.0
Judges' salaries and travelling allowances................... 5.1 5.0 0.1
o 9.7 8.6 1.1
Office of the Commissioner of Penitentiaries—
Administration. ..o 0.7 0.7
Construction, lmprovements and equ1pment. ereeee e 6.6 3.2 3.4
Operation and maintenance. of penitentiaries............. 17.7 15.2 2.5
25.0 19.1 5.9
34.7 27.7 7.0

Labour

Expenditures of the Department of Labour totalled $188 million in 1961-62,
an increase of $67 million over the total for 1960-61.

Payments to provinces under the Technical and Vocational Training Assist-
ance Act of $54 million for the year were $46 million more than comparable ex-
penditures in 1960-61. This act, which received Royal Assent on December 20,
1960, superseded the Vocational Training Co-ordination Act. The purpose of
the act is to provide financial assistance to vocational and technical schools and
training under youth tramlng projects.

Payments to provinces and in respect of Indian bands by the Government
of Canada, of amounts not exceeding one-half of the cost of labour engaged on
winter work projects in the amount of $24 million were $15 million more than in
1960-61.

TABLE 24 .

(in milljons of dollars)

Fiscal year ended
. . March 31 Increase
LABOUR or
1962 1961 decrease (—)
(estimated) . :
Administration and general........... et 7.4 6.7 0.7
Municipal winter works incentive program.................. 24.0 8.9 15°1
Payments to provinces authorized by the Technical and
Vocational Trammg Asmstunce )0 e 54.0 8.5. 45.5
85.4 24.1 61.8
Unemployment Insurance Commission— . )
Administration and general............................. 46.1 To42.1 4.0
Government’s contribution to the fund.................. 56.6 55.1 1.5
. - ©108.7 - . 97.2 6.6
188.1 121.3 66.8
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Unemployment Insurance Act administration and government’s contribution

Expenditures in 1961-62 relating to the act (excluding the government’s
payment as an employer which is included in the expenditures of the Department
of Finance) totalled $103 million compared with $97 million in 1960-61.

Unemployment insurance benefit payments are not charged to budgetary
expenditures but are paid from the unemployment insurance fund which is
financed by equal contributions from employees and employers, by interest
earned on investments, and by the government’s contribution of an amount
equal to one-fifth of the combined employee-employer contributions. Further
information in regard to the unemployment insurance fund is given under the
liability category ‘“Annuity, insurance and pension accounts”.

The government’s contribution to the fund for 1961-62 was $57 million and

administrative costs were $46 million; the corresponding amounts for 1960-61
were $55 million and $42 million respectively.

Mines and Technical Surveys
Expenditures of the Department of Mines and Technical Surveys amounted
to $69 million in 1961-62, an increase of $10 million over the total for 1960-61.

Increases in expenditures include $6 million in higher outlays for surveys and
mapping, $1 million in the expenditures of the geological survey of Canada, $1
million in costs of the Dominion Coal Board and $1 million for administration
and general expenses. '

TABLE 25

(in millions of dollars)

Fiscal year ended
. March 31 Increass
Mines AND TEecHNICAL SURVEYS or
1962 1961 decrease (—)
(estimated) )
Administration and general.............oiiiiiiii e, 5.1 3.9 1.2
Dominion Coal Board.............. 20.0 19.3 0.7
Emergency gold mining assistance.. 12.5 12.1 0.4
Geological survey of Canada........ 5.5 4.3 1.2
Mines branch.........coooiiiiiiiiiiiiiiiiii it iiiieanaaens 4.8 4.5 0.3
Surveys and mMAPPINZ....cvvernevrenrirantrnererecnecasasans 21.4 15.0 6.4
69.3 59.1 10.2

National Health and Welfare

Expenditures of the Depa,rtmenf of “National Health and Welfare during
1961-62 were $1,037 million, an increase of $150 million over the total for 1960-61.

Outlays for the national health branch were $368 million in 1961-62, an.
increase of $08 million over the previous year’s total. The increase was due
primarily to the increase of $95 million in the government’s contributions under
the Hospital Insurance and Diagnostic Services Act. :

During 1961-62 expenditures of the welfare branch increased by $51 million
to $663 million mainly as the result of increases of $36 million for unemployment
assistance and $15 million for family allowances.
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TABLE 26
(in millions of dollars)
Fiscal year ended .
) March 31 Increase
Natronat, HeaLrHE AND WELFARE or
1962 1961 decrease (—)
(estimated)
Administration and general.............cciiiiiiiiiiiiiann. 6.3 5.1 1.2
National health branch— '
Government's contrlbutmns under the Hospital Insur-
ance and Diagnostic Services Act ................. 284.0 189.4 94.6
General health grants to provinces. e 49.0 48.0 1.0
Indian and northern health services. N 24.5 23.0 1.5
[0 1Y 10.3 9.4 0.9
367.8 269.8 88.0
Welfare branch—
Family allowances.......... 520.9 506.2 14.7
Old age assistance........... 30.7 30.7
Disabled persons allowances. 16.2 16.4 —0.2
Blind persons allowances. . .. 4.1 4.2 —0.1
Unemployment as8iStance......o.veervverueneenennenans 88.0 51.5 36.5
L0173+ T3 3.4 3.3 0.1
663.8 612.8 51.0
1,037.4 887.2 150.2

Government’s contributions under the Hospital Insurance and Diagnostic Services Act

The Hospital Insurance and Diagnostic Services Act, Statutes of 1957,
authorized contributions by Canada in respect of programs administered by the
provinces, providing hospital insurance and laboratory and other services in aid
of diagnosis. In 1961-62 payments were $284 million compared with $189 million
in 1960-61. The increase of $95 million was due partly to the fact that during
1961-62 all provinces and territories were participating under the agreements for
the full fiscal year, whereas during 1960-61 the Province of Quebec and the Yukon
Territory participated under the agreements for only three months and nme
months respectively.

The effective date of each agreement is as follows:—July 1, 1958 for New-
foundland, Manitoba, Saskatchewan, Alberta and British Columbia; January 1,
1959 for Nova Scotia and Ontario; July 1, 1959 for New Brunswick; October 1,
1959 for Prince Edward Island; April 1, 1960 for the Northwest Territories;
July 1, 1960 for the Yukon Territory; and January 1, 1961 for Quebec.

TABLE 27
(in millions of dollars). - -

Fiscal year ended

: * March nerea
GovVERNMENT'S CONTRIBUTIONS UNDER THE ch 81 I cof. 8e

HosprraL INSURANCE AND Di1aGNosTIC SERVICES AcCT 1962 1961 decrease (—)
(estimated)

Newfoundland......c.ocieriiiiieiienenrineereneneeninnenns
Nova Scotia............. .
Prince Edward Island....
New Brunswick..........
Quebec............
Ontario. ...,
Manitoba..........
Saskatchewan.....
Alberta..............

British Columbia............
Northwest and Yukon Territories..
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General health grants to provinces

 General health grants to provinces for assistance in hospital construction,
general health services and the control of diseases amounted to $49 million
for 1961-62, an iricrease of $1 million over the 196061 total of $48 million.

TABLE 28
(in millions of dollars)
Fiscal year ended
March 31 Increase
GENERAL HEALTH GRANTS or
1961 decrease (—)
(estimated)

Newfoundland.............oooivuvinnn, 1.1 ., 0.8 0.3
Nova Scotia............. 2.6 2.9 -0.3
Prince Edward Island.... 0.3 0.4 —0.1
New Brunswick.......... 1.8 1.6 0.2
Quebec............ 13.9 14.0 —0.1
Ontario.... 16.2 ° 15.8 0.4
Manitoba...... T 2.7 3.0 -0.3
SaskatCheWan. . .o.oir i ii i 2.6 2.5 0.1
N Y3 o - U 3.7 2.8 0.9
British Columbia.......cvoeiir ittt i 4.0 4.1 —0.1
Northwest and-Yukon Territories....vooneovvivioiinont 0.1 0.1 .

49.0 48.0 1.0

Family allowances .
: Family. allowances are payable in respect of all children under sixteen years
of age, resident in Canada, with minor exceptions such as in the case of children
of immigrants who must reside in Canada one year before an allowance is payable.
The monthly allowance is $6 if the child is under 10 years and $8 in the age group
10 to 15. Children of immigrants receive family assistance of $5 per month during
their first year of residence in Canada from the Department of Citizenship and
Immigration if during that period they are under sixteen years of age.

- Family allowance payments in 1961-62 totalled $521 million and represented
8 per cent of total expenditures. The increase of $15 million over the previous
year reflects the increase in the number of children in the eligible age groups. -

TABLE 29

(in millions of dollars)
Fiscal year ended
. o March 31 Increase
FaMiLY ALLOWANCE PAYMENTS or
: 1962 . 1961 decrease (—)
(estimated)
Newfoundland........ooovinriinn i iiieiaens P 16.3 16.0 . 0.3
Nova Seotia. . ..o vt ettt e . 21.6 21.2 0.4
Prince Edward Island............ocoiiiiiiiiiiiiiieeienn 3.2 . 3.1 0.1
New Brunswick.......oo vt 19.2 18.9 0.3
QUEDEC. o v ittt e 158.2 154.2 4.0
(0] o s VS 168.1 162.6 . 5.5.
Manitoba. ...t i e 25.1 24.4 0.7
Saskatchewan. ........oiviiiiiiieinreriaieaaanas P . 26.3 25.8 0.5
N | 57 7 Y0 U PN 38.9 37.4 1.5
British Columbia.......ovinreini it e 42.7 41.4 1.3
Northwest and Yukon Territories................coviiinit. 1.3 1.2 0.1
520.9 506.2 14.7
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Old age assistance, disabled persons allowances, blind persons allowances and
unemployment assistance

Under the Old Age Assistance Act, the federal government reimburses the
provinces by paying 50 per cent of the lesser of $65 monthly or the amount of
assistance given by the provinces in the form of monthly pensions to eligible
persons in need who are in the age group 65 to 69. (Under the Old Age Security
Act, all persons 70 years and over who satisfy the residence requirements of the
act may receive a pension of $65 per month from the federal government out of -
the old age security fund.) Similarly, the federal government reimburses the
provinces under the Blind Persons Act for allowances of not more than $65 per
month. to blind persons in need 18 years of age or over by paying 75 per cent of
the total payments, and under the Disabled Persons Act by paying 50 per cent
of not more than $65 per month for allowances to disabled persons in need 18
years of age or over. In 1961-62 payments of $31 million for old age assistance,
$16 million in respect of disabled persons allowances and $4 million for blind
persons allowances were approximately the same as for 1960-61.

Amendments to the Old Age Assistance Act, the Blind Persons Act and the
Disabled Persons Act raised the maximum pension towards which the federal
government would contribute from $55 to $65 per month, effective February 1,
1962. As increased payments are dependent on 1nd1v1dual action by each prov-
ince they will not affect expenditures in the 196162 fiscal year. A similar increase
was authorized in old age security payments, effective on the same date through
an amendment to the Old Age Security Act.

Under the Unemployment Assistance Act the federal government contributes
up to 50 per cent of the cost of unemployment assistance paid by the provinces,
subject to certain deductions as set out in'the act. All provinces have signed
agreements with the federal government. There was an increase of $37 million
in contributions for 1961-62 over those for the previous year.

The following table presents a dlstrlbutlon of these payments to provinces
for 1961—62

TABLE 30

(in millions of dollars)

Fiscal year ended March 31, 1962 (estimated)

FEDERAL SHARE oF OLD AGE AgSISTANCE, DISABLED

PERSONS ALLOWANCES, BLIND Persons ALLOWANCES Old ' Disabled Blind Unem-
AND UNEMPLOYMENT ASBISTANCE ° |- age - persons persons ployment
assistance | allowances | allowances | assistance

1.7 0.4 0.2 3.5

1.6 0.9 0.4 1.5

0.2 0.2 m . - 0.2

1.7 0.6 0.3 1.6

11.0 7.5 1.4~ 35.8

6.7 4.4 0.8 17.0

- 1.6 0.4 0.2 3.8

1.8 0.5 0.2 4.0
2.0 0.6 0.2 4.5

2.3 0.7 0.3 16.0

0.1 m 0.1 0.1

30.7 16.2 4.1 88.0

(M Less than $50,000.
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National Research Council, including the Medical Research Council

Expenditures of the National Research Council, including the Medical
Research Council amounted to $39 million for 1961-62, $4 million higher than
for 1960-61. Increases of $2 million in expenditures for administration and
general and $2 million in outlays for scholarships and grants in aid of research
were the main factors contributing to this increase.

TABLE 31

(in millions of dollars)

Fiscal year ended
NatioNar, ResparcE COUNCIL, INCLUDING March 31 Increase
THE MepicaL Ressarcr CouNcrn or
1962 1961 decrease (—)
(estimated)
Administration and general...........c.ccviiiiiiiiiraniaan., 21.7 19.7 2.0
Construction or acquisition of buildings, works, land and
EQUIPTIENE. . oottt erieeenuoriasoarcsassasasssssasssans 5.5 5.3 0.2
Scholarships and grants in aid of research................. . " 11.6 9.4 2.1
38.7 34.4 4.3

National Revenue

Expenditures of the Department of National Revenue totalled $76 million
for 1961-62, $3 million more than in 1960-61, due mainly to increases of $2 million
in expenditures of the taxation division and $1 million in outlays of the customs
and excise divisions. '

- TABLE 32
(in millions of dollars)
Fiscal year ended
March 31 Increase
Nationar REVENUR or
1962 1961 decrease (—)
(estimated)

Customs and excise divisions......c.c.ccciiiiiiieiirieiinnen 40.1 39.0 1.1
Taxation division............. 35.6 34.1 1.5
Income tax appeal board 0.2 0.2

75.9 73.3 . 2.6

Northern Affairs and National Resources

Expenditures of the Department of Northern Affairs and National Resources
in the fiscal year 1961-62 amounted to $87 million, an increase of $12 million
over the comparable total for 1960-61.

The main changes were increases of $5 million in expenditures of the na-
tional parks branch, $5 million in outlays of the northern administration branch
and $2 million in the expenses of the water resources branch and a decrease of
$1 million in administration and general costs.
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TABLE 33
(in millions of dollars)
Fiscal year ended
March 31 Increase
NORTHERN AFpAIRS AND NaTioNAL RESOURCES or
1962 1961 decrease (—)
(estimated) .
Administration and general.............c.eveeriireneennens. 3.9 4.5 —0.6
Canadian government travel bureau........................ 3.0 2.7 0.3
Contributions to the provinces to assist in the development,
of roads leading to resources 12.0 12.0
National parks branch.............. 29.2 23.9 5.3
Northern ad ministration branch.... 34.4 29.2 5.2
Water resources branch..............oovevean.s e ieeeseeene 4.0 2.0 2.0
86.5 74.3 12.2

Post Office

. Gross expenditures of the Post Office Department for 1961-62 totalled
$219 million, an increase of $12 million over the 1960-61 outlay of $207 million.

Remuneration of postmasters and staffs at revenue and semi-staff offices and
certain other authorized disbursements are paid from revenue. These payments,
included in the total of $219 million, were $30 million for 1961-62, an increase
of $2 million over the comparable total for 1960-61.

TABLE 34
(in millions of dollars)
Fiscal year ended ‘
March 31 Increase
PosT OFFICE or
1962 1961 decrease (—)
(estimated)
Charged to budgetary expenditure—
Administration and general................... ... 2.1 2.1
Financial 8ervices.........cooviiiniiiniiiineaninnann.. 3.3 3.1 0.2
. Operations—salaries and other expenses of staff post
offices, district offices and raillway mail services;
and supphes and equlpment and other items for
revenue post offices.....0.vvir it 120.3 111.0 9.3
Transportation—movement of mail by land, air and
B -5 62.9 62.2 0.7
- 188.6 178.4 10.2
Charged to revenue—
Operations—salaries of postmasters and staffs at revenue
and semi-staff offices, commissions paid at sub-offices|
and other disbursements................covieinann. 29.9 28.3 1.8
218.5 206.7 11.8

Public Works
Expenditures of the Department of Pubhc Works for 1961-62 amounted to
$193 million, a decrease-of $8 million from the 1960-61 total of $201 million.

Increases in expenditures of $3 million for housing, $3 million in payments to
the National Capital Commission, $2 million for harbours and rivers engineering
services and $1 million in administration and general costs were more than offset
by decreases in expenditures of $9 million in development engineering services
and $6 million in outlays for “Public buildings—construction and services’’.
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The decrease of $9 million in expenditures of the development engineering
services was due mainly to the reduction of $7 million in contributions to the
provinces under the terms of the Trans-Canada Highway Act and the decrease of
$3 million in costs of construction of the Trans-Canada highway through national
parks, offset in part by the increase of $1 million in outlays for the installation of
a water supply system at Churchill, Manitoba.

Expenditures for ‘“‘Public buildings—construction and services’’ were approx-
imately $6 million less than the comparable figure for the previous fiscal year,
due to the decrease in costs of acqulsmon construction and improvements of
public buildings.

TABLE 35
(in millions of dollars)
R _ Fiscal year ended 1.
March 31 Increase
PusrLic Works or
1962 1961 decrease (—)
A (estimated)
Administration and general ................................. 15.3 14.4 0.9
Development engineering services—
Trans-Canada highway division—
" Construction through national parks................ 6.3 9.2 —-2.9
Contributions to the provinces under the terms of
the Trans-Canada Highway Act................ 42.0 . 48.7 —-8.7
General..............ccoovnennn et i 5.3 4.5 0.8
68.6 62.4 —8.8
Harbours and rivers engineering services—
Acquisition, construction and 1mpr0vements of harbours
and river works......... ... o oo e 31.5 29.9 1.6
Dredging.....ccoiiiiiii it iiiie e e 6.1 6.1
General.........ooiiiiiiii el L e 0.8° 0.9 ~0.1
: 88.4 86.9 1.6
HOUBINE . ..o viee ittt i iiaaatsnasaneeisensanes 6.2 3.7 2.5
National Capital Commission............coveuvninrvirnenas 8.8 6.3 2.5
Public buildings—construction and services—
Acquisition, construction and lmprovements of pubhc
. buildings— E e -
OBEBWE. . ..o eeerennerereeeseresessninnnnnnnnes 8.3 8.5 —0.2
Other centres in Canada.....c.ovvevernvivinienasn. 15.8 18.2 —2.4
Outside Canada................ N 0.3 4.3 —4.0
Fire prevention............coiiiiiiieneieiiincaserensenns 0.2 0.2
Furniture and furnishings..........coooiiiiiiiiienniae, 2.8 2.6 0.2
Maintenance and operation....... e ieiedsraiereeienns . 43.7 43.4 0.3
: 1.1 77.2 —6.1
193.4 200.9 -7.5

Royal Canadian Mounted Police

Expenditures for the Royal Canadian Mounted Police amounted to $61
million for 1961-62, an increase of $5 million over-the 1960-61 total of $56
million.

‘Payments as shown-iu the-table represent gross expenditures; payments
received from the provinces and municipalities for police services at $11 million
have been credited to revenue.

- Increases in expenditures of $5 million for the land, air and training divisions
and $1 million in higher outlays for headquarters administration and national
police services were offset partly by the decrease of $1 million in the government’s
contribution to the Royal Canadian Mounted Police superannuation account.

The decrease of $1 million in the government’s contribution to the Royal
Canadian Mounted Police superannuation account was due to the fact that the
government’s contribution during 1961-62 was baséd on the amount paid into the
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account by contributors for the twelve-month period ending March 31, 1961,
whereas in the previous fiscal year it was based on the twelve-month period
ending March 31, 1960 as well as a nine-month period April 1 to December 31,
1960, inclusive, in accordance with the provisions of the new Royal Canadian
Mounted Police Superannuation Act, 1960.

TABLE 36
(in millions of dollars)
Fiscal year ended
March 31 Increase
Rovyar Canapian MounTtep Pource - - or
- 1962 1961 decrease (—)
(estimated)

Government’s contribution to Royal Canadian Mounted
Police superannuation account........................... 2.3 2.9 —0.8
Headquarters administration and national police services. . 7.7 6.8 0.9
Land, air and training divisions............................. 45.9 41.4 4.5
Marine 8erviCes. ....oovu ittt e 1.8 1.7 0.1
Pengions and other benefits......................o Ll 3.4 3.2 0.2
61.1 56.0 5.1

Trade and Commerce . ,
Expenditures of the Department of Trade and Commerce were $40 million
for 1961-62, compared with the 1960-61 total of $22 million. L
The increase of $18 million in expenditure for 1961-62 was due mainly to
increases of $3 million in administration and general costs and:$15 million in
outlays of the Dominion Bureau of Statistics mainly on account of the 1961
Decennial Census of Canada. ’ '

- TABLE 37

(in millions of dollars)

Fiscal year ended .

March 31 Y Increase
TraDE AND COMMERCE or
1962 1961 decrease (—)
(estimated) . .
Administrationand general...................oiiiiiin... 6.7 - 4.0 2.7
Dominion Bureau of Statistics.............................. 25.1° 10.4 14.7
National Energy Board...................cooovivienonn. .. ’ 0.5 0.4. 0.1
Standardsbranch..................... .. o i, ) 2.7 2.5° 0.2
Trade commissioner 8erviee..........covvivirvnenenenanen... 5.0 4.5 0.5
40.0 21.8 18.2

Transport 4

Expenditures of the Department of Transport totalled $416 million for
1961-62, compared with the 1960-61 total of $336 million.

Outlays for air services reflected an increase of $18 million over the previous
year due mainly to increased expenditures of $8 million by the civil aviation
branch, $6 million by the telecommunications and electronics branch and $3
million by the meteorological branch. . .

" Expenditures of the Board of Transport Commissioners for Canada increased
by $45 million due in large part to interim payments of $50 million related to
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recommendations of the Royal Commission on Railway Problems, pending its
complete report, to companies as defined in the Freight Rates Reduction Act.
A decrease of $5 million in the government’s contribution to the railway grade
crossing fund occurred during 1961-62. .

Increases in expenditures amounting to $4 million by the Canadian Maritime
Commission in 1961-62 were attributable to the increase of $1 million in steamship
subventions for coastal services and to the outlay of $3 million for capital sub-
sidies for the construction of commercial and fishing vessels for which there was
no comparable expenditure in the previous-fiscal year. o

Marine services expenditures amounting to $50 million were $3 million
greater than in 1960-61; outlays for railway and steamship services, including
charges to expenditures in respect of deficits of government-owned enterprises,
were approximately the same as for the previous fiscal year; the deficit of Trans-
Canada Air Lines charged to budgetary expenditure in 1961-62 was $7 million
compared with $3 million in 1960-61; and non-active advances to the National
Harbours Board were $4 million greater than in the previous year.

TABLE 38

(in millions of dollars)

Fiscal year ended
March 31 Increase
TRANSPORT

or
decrease (—)
(estimated) 1961

Administration and general........

Aijr services—
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Veterans Affairs : : ST c

Expenditures of the Department of Veterans Affairs amounted to $334
million for 1961-62, an increase of $42 million over the 1960-61 total of $292
million. :

Pensions for disability or death totalled. $178 million during the current
year as compared with $151 ‘million in 1960-61, and outlays for war veterans
allowances and other benefits increased by $16 million to $81 million for 1961-62.
These increases were mainly the result of increased rates of pensions during the
year over those in effect during 1960-61. -

TABLE 39
(in millions of dollars)
Fiscal year ended
March 31 Increase
VETERANS AFFAIRS d or -
1962 ecrease (—
(estimated) 1961
Administration and general......... 6.9 6.7 0.2
Pensions for disability or death............... 177.6 150.7 26.9
Soldier Settlement and Veterans Land Acts—
4.7 5.2 -0.5
3.2 3.4 —-0.2
58.5 58.7 -0.2
2.2 2.9 -0.7
81.0 64.7 16.3
334.1 292.3 41.8

All Other Departments

Expenditures of the departments not dealt with in preceding sections
amounted to $38 million, an increase of $5 million over the total for 1960-61.

* The most significant changes in expenditures for 1961-62 were increases of
$3 million in outlays of the Privy Council Office (of which $2 million pertained to
the expenses of the Royal Commission on Government Organization), $1 million
in the-expenditures of the Department of Public Printing and Stationery and $1
million in higher costs of the Civil Service Commission. :

TABLE 40
(in millions of dollars)
Fiscal year ended
March 31 Increase
ALl OTHER DEPARTMENTS or ’
196 1961 decrease (—)
(estimated)

Auditor General........cuuvvriiiiieriiiiiiiiniirreieannns 1.1 . 0.9 0.2
Board of Broadcast GOVernors.....oe.evevenvernrenerennsss 0.3 0.3
Chief Electoral Officer........cuvveerrnnnsrenenerennnnnnnn. 0.3 0.6 —0.3
Civil Service Commisgion...........ccvvereerunrennvennnns 4.7 4.2 0.5
Governor General and Lieutenant-Governors. ............... 0.5 0.4 0.1
Insurance. ......oooviiiiivinnnrennieieiinneeeneeennnannnn 1.4 1.3 0.1
Legislation. . ..o iiiniii i 8.4 8.5 —=0.1
National Film Board.........ovveiiiuneiinnrunernnennaennns 5.2 4.9 0.3
National Gallery of Canada... 1.0 0.9 0.1
Privy Council..........coveuvnenn.. PR 4.9 1.9 3.0
Public Archives and National Library..... 1.0 0.8 0.2
Public Printing and Stationery............. ves 4.1 - 3.5 0.6
Secretary of State.......ooviiiiiiiiiiiiierarieerenenann, 5.1 4.9 0.2

38.0 33.1 4.9
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4. SUMMARY OF ASSETS AND LIABILITIES OF CANADA
AS AT MARCH 31, 1962

The assets and liabilities of the Government of Canada at March 31, 1962,
the comparable balances at March 31, 1961, and the changes in each category
during 1961-62, are shown in condensed form in the following table.

TABLE 41

SuMMARY oF ASSETS AND LIABILITIES OF CANADA

(in millions of dollars)

Balance at March 31 Increase
1962 or
(estimated) 1961 decrease (—)
LiaBILITIES
Current and demand liabilitiés................... Ve '1,220.9 - 1,147.6 73.3
Deposit and trust accounts...............coovvveenen e 267.5 239.7 27.8
Annuity, insurance and pension accounts..........ecieevinn. 4,260.5 3,955.5 305.0
Undisbursed balances of appropriations to special accounts. . 108.5 104.5 4.0
Deferred credits............oooiiiiiiiiiiien e 78.3 79.0 -0.7
Suspense accounts s 6.1 8.6 —2.5
Unmatured debt................. 16,025.0 16,067.9 857.1
_ Total liabilities 22,866.8 21,602.8 1,264.0
ABSET8 _
CUTTEND BSSETS. .ttt e ereirereaaeransonananeronnssanes 1,220.5 784.4 436.1
Advances to the exchange fund account................. .. 1,783.0 2,024.0 —241.0
Sinking fund held for retirement of unmatured debt ; 17.8 17.0 0.8
Loans to, and investments in, Crown corporations........... 3,995.3 3.627.7 367.6
Loans to national governments...................o.vn 1,339.8 1,378.2 —38.4
Other loans and investments......oovveiiniiniinreaiennens . 074.5 1,022.1 —47.6
Securities held in trust........ ..ot 31.4 30.1 1.3
Deferred charges—
Unamortized portions of actuarial deficiencies—
Canadian forces superannuation account...... ...... 326.3 326.3
Public service superannuation account.. ............ 276.7 276.7
Royal Canadian Mounted Police superannuation
BCCOUND . ot e it et e ieaeeeae it caee e 36 3.5
Unamortized loan flotation costs....................... 120.9 . 130.7 —9.8
727 .4 788.7 —6.8
SUSPENSE BCCOUNLS. . ..\t erenetieneanr i anie o anneens 0.2 0.1 0.1
Capital assets. ... .. e ) R m
Inactive loans and investments.................. ..ot 94.8 94.8
Total a88etS. . ouvuuvere vt i 10,184.7 9,712.1 472.6
Less reserve for losses on realization of assets —546.4 —546.4
Net 8888, . euvrrersrierareneeeeecsnonennensonss 9,638.3 9,165.7 472.6
Net debt, represented by excess of liabilities over net assets. 13,228.5 12,437.1 791.4

() Shown at nominal value of $1.

A. CHANGES IN PrINcCIPAL L1ABILITY CrLassiFicaTIONS DURING 1961-62

The gross liabilities of the government increased by $1,264 million during
the fiscal year due mainly to increases of $857 million in unmatured debt, $305
million in annuity, insurance and pension accounts, $73 million in current and
demand liabilities, and $28 million in deposit and trust accounts._
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TOTAL LIABILITIES
Fiscal Years Ended March 31
R Billions of Dollars

19%OTHER 1 s
] 1% DEPOSIT AND TRUST ACCOUNTS
CURRENT AND DEMAND LIABILITIES
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Current and demand liabilities

This category consists of obligations of the government. payable currently
or on demand.

TABLE 42 )
(in millions of dollars)
Balance at March 31 Increase
CURRENT AND DEMAND LianiLiTies - or
196 1961 decrease (—)
(estimated)
Outstanding treasury cheques.....:...... e 266.0 251.7 14.3
Accounts payable...................... 240.3 221.4 18.9
Nox-interest bearing notes payable to—
The international development association....... e 6.7 6.7 .
The international monetary fund... PP e 356.0 377.0 ~21.0
862.7 |. 3883.7 —=21.0
Matured debt outstanding 46.9 31.9 15.0
Interest due and outstanding. e R 05.0 66.8 28.2
Interest accrued...... e e .. 182.0 154.0 28.0
International monetary fund—revaluation
Canadian dollar balance........... .. R e 10.1 ~10.1
Post office—outstanding money orders 23.1 23.1
Outstanding letter of credit cheques. .. . .. 4.5 4.5
Other current liabilities............ T 0.4 0.4
1,220.9 1,147.6 73.3

The net increase of $73 million was due mainly to increases of $28 million in
interest due and outstanding, $28 million in accrued interest, $19 million in
accounts payable, $15 million in matured debt outstanding, and $14 million
in outstanding treasury cheques offset partly by decreases of $21 million in
non-interest bearing notes and $10 million in the revaluation adjustment of
the Canadian dollar balance in the international monetary fund.
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Deposit and trust accounts, . - . .

Sundry funds deposited vﬁth,- or held in trust by, the Receiver General of
Canada for various purposes are recorded in these accounts. o

TABLE 43

(in millions of dollars)

L . - Balance at March 31 Tncrease -
Derosit AND TRUST ACCOUNTS or
1962 - 1961 decrease (—)
(estimated)

Army benevolent fund............ooiiiiiiiiiiiii i 6.1 6.5 -0.4
Canadian Arsenals Limited pension fund.................... 12.1 12.1
Canadian Pension Commission—administration trust fund.. 12.0 11.0 1.0
Contractors holdbacks........ e e eiteeesrae st aersaennas 15.3 15.6 —0.3
Contractors securities—sundry departments— -

103 1V U 13.2 11.0 2.2

[0, Y- Y N 10.4 9.4 1.0

Certified cheques.........coiiiiiiiiiiiiiineieeiennnns 1.4 1.4

: 25.0 21.8 8.2
Crown corporations deposits..........ooovviiiiaciisrasennes 23.5 19.4 4.1
Emergency gold mining assistancé—holdbacks....... ... . 1.5 1.4 ¢ 0.1
Guarantee deposits— . : ot

Customs and exCiSe.....cocvivuueriiiiireiesaisrooenans 4.7 4.6 0.1

Northern Affairs and National Resources.... vee 8.0 9.1 ~1.1
Indian trust funds.........ooviiiiiiiiiiiiiien 30.0 28.5 1.5
Instalment purchase of bonds, public service... 11.5 11.7 —-0.2
Korean operations pool...........ccovviveneiianes 16.1 18.1
National Harbours Board—special accounts..... 4.0 5.7 -1.7
Post office savingsbank...............oovinn. cees 28.6 28.5 0.1
Provincial tax collection agreements.............covvivinns 38.0 38.0
Soldier settlement and veterans land acts trust account—

B3 (=3 Y U 2.5 2.5 .
United States of America....... 7.7 36.7 —29.0
War claims fund—world war 2.. 1.0 1.1 —0.1
(077 V=3 3 N 19.9 19.5 - 0.4

267.5 239.7 27.8

The change during the year was an increase of $28 million. The main items
constituting this increase were $38 million in the provincial tax collection agree-
ments acecount and a decrease of $29 million in the United States of America
deposit account.

- Under the 1957 tax rental agreements, the obligation on the renting prov-
inces to abstain from the imposition of personal and corporation income taxes
was to lapse on December 31, 1961. As the Government of Canada did not offer
to renew tax rental agreements, the former renting provinces have all imposed
personal and corporation income taxes effective January 1, 1962. The Government
of Canada, in place of the tax rental agreements, offered to enter into tax collec-
tion agreements with the provinces whereby Canada would undertake to collect
without charge the provincial personal and corporation income taxes at rates
determined by the provinces provided that the provincial personal income tax
was expressed as a percentage of the federal personal income tax payable and the
provincial corporation income tax employed a definition of corporate taxable
income identical with the federal definition. To make room for the imposition of
provincial income taxes, the Incomé Tax Act was amended in the 1961 session of
Parliament to (1) reduce the federal income tax payable by individuals resident
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in the provinces by 16 per cent in 1962 and by a further one per cent in each
subsequent year until the deduction amounts to 20 per cent in 1966, and (2)
reduce the federal tax rate on the taxable income of corporations earned in the
provinces by 9 percentage points. Canada will be collecting the personal income
tax for nine provinces (Quebec excepted) and the corporation income tax for
eight provinces (Quebec and Ontario excepted). With the exception of Saskatche-
wan and Manitoba, the provinces which have entered into tax collection agree-
ments have imposed personal and corporation income taxes equivalent to the
federal withdrawal. The aforementioned provinces have imposed personal
income taxes at 22 per cent rather than 16 per cent of the federal tax payable
and 10 per cent rather than 9 per cent of the taxable income of corporations.

Annuity, insurance and pension accounts .

In this category are recorded the amounts to the credit of the various annuity,
insurance and pension accounts. .

TABLE 44
(in millions of dollars)
. . Balance at March 31 Incresse
ANNvITY, InsURANCE AND PENstoN Accounts 1962 ] or
: . IR (estimated) 1961 decrease (—)
Unemployment insurance fund..............coceeevevnennenn, 7.5 ®24.6 —193.1
Less investment in bonds and accrued interest............... ~53.5 ~—247.0 193.5
.-+ Uninvested funds on deposit with the government....... 18.0 17.6 0.4
_ Government annuities................... e et 1,236.1 1,199.1 | - - 37.0:
Public service superannuation account............ 1,588.8 1,468.8 120.0
Canadian forces superannuation account. .. . ceen 1,279.4 1,155.3 124.1
Old age security fund..........viiiiiieiirnineeniieiiinnnns. 8.7 | 6.7
L0317 131.5 114.7 16.8
' 4,260.5 8,955.5 305.0

@ Tncludes loan of $67 million from the Minister of Finance.

Unemployment insurance fund - _

. The total benefits paid out of the Unemployment Insurance Fund in the
1961-62 fiscal year were $466 million, its total revenues $340 million, and its
deficit $126 million. This compares with 1960-61 figures of benefit payments of
$514 million, revenues of $333 million-and a deficit of $181 million. In addition
the fund has repaid in full its advances from the Minister 6f Finance in the net
amount of $67 million, resulting in a total reduction in the fund’s assets of $193
million.

Government annuities account

The government annuities account increased by $37 million during the year
reflecting the amount by which premium receipts of $45 million and interest of
$46 million credited to the account by the government exceeded payments of
$54 million to annuitants and beneficiaries.
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Public service superannuation account

The increase of $120 million in the public service superannuation account was
due mainly to the government’s contribution of $47 million (equal to the esti-
mated current and prior service payments of individuals in 1960-61), and in-
terest of $61 million credited to the account. The remainder of the increase
was due to the excess of employees’ current and prior service contributions and
miscellaneous receipts over benefit payments.

Canadian forces superannuation account

The Canadian forces superannuation account increased by $124 million.
The increase reflected the government’s contribution of $56 million which was
made at the rate of one and two-thirds times the current and prior service con-
tributions, interest of $48 million credited to thé account,-and- the amount of
$20 million by which contributions by permanent services personnel for current
and prior years’ service exceeded benefit payments from the account.

Old age security fund

Under the Old Age Security Act pensions at $55 per month (increased to $65
per.month effective February 1, 1962) are paid, without a means test, from the
old age security fund to all eligible persons seventy years of age or over. Credits
of $649 million consisting of $290 million from the 3 per cent sales tax, $259 million
from the 3 per cent tax on personal incomes (maximum tax $90) and $100 million
from the 3 per cent tax on corporation profits exceeded payments of $625 million
by $24 million. Temporary loans of $17 million as at March 31, 1961 have
been repaid resulting in a credit balance in the fund of $7 million. In 1960-61
receipts of $603 million exceeded payments of $592 million by $11 million and a
$28 million deficit (covered by temporary loans from the Minister of Finance)
was brought forward from 1959-60.

-TABLE45 - -

(in millions of dollars)

Fiscal year ended March 31
OLp Age Securrry Funp 1962
1958 1959 1960 1961 (estimated)
Tax receipte— .
Sales tax...cooo v 175.8 173.6 270.0 270.2 290.0
Personal incometax..............oooiiinnnnn 135.0 146.4 185.6 229.4 259.0
Corporation income taX.........ooovvnnnnnn.. 60.7 55.3 91.3 103.5 100.0
Total tax receipts................... 371.5 375.3 546.9 603.1 649.0
Pension payments.............cooiiininn, R —473.9 —559.3 —574.9 —592.4 —625.0
Excess of receipts over payments................ —102.4 | —184.0 —28.0 10.7 24.0
Temporary loans brought forward............... -1.5 —28.0 —17.3
Appropriation by Parliament—
Charged to budgetary expenditures..... .... 103.9 184.0
Temporary loans from the Minister of Finance to
cover deficit in fund...........ooi i 28.0 17.3
Balanceinfund........covviveinieennneecntenens 6.7
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A distribution by provinces of pens1on payments from the old ‘age secunty
fund for the last two years is shown in the followmg table

’

TABLE 46 - -

(in millions of dollars)

i

Fiscal year ended March 31 Increase
Oup Age SecuriTy PavMENTS 1962 : or
(estimated) 1961 decrease (—)
Newtoundland...... e e e 12.0 11.4 0.8
Nova Scotia. . ....ooiiiiin i e 28.9 27.6 1.3
Prince Edward Island.................c.cooiii ... 5.2 4.9 0.3
New Brunswick.............ooiiiiviiiin e, 21.3 20.4 0.9
QUEDEC. v eueettrae et e e i e 131.4 124.3 7.1
L0 T T T T 226.0 214.6 11.4
MaBitoba. . ..ottt i e e 38.1 36.1 2.0
Saskatchewan. .uvv et ie it e 39.6 37.6 2.0
AlDOrta. ..o it iie e i i e e 42.3 39.7 2.6
British Columbia.......vvvriiiiiiiiniii i iininnrnannns 79.7 75.4 4.3
Northwest and Yukon Territories...........ocvuuvennenn... 0.5 0.4 0.1
625.0 592.4 32.6

Undisbursed balances of épprobriationé to>special accounts - -

This category records the undisbursed balances of appropriations to special
accounts for which moneys have been appropriated by Parliament and from
which disbursements may be made for authorized purposes in perlods subsequent
to that in which the appropriation was made. There was an increase of $4
million during the fiscal year brmgmg the balance as at March 31, 1962 to $109
million. ’

TABLE 47

(in millions of dollars)

Balance at March 31
UNDISBURSED BALANCES OF APPROPRIATIONS I“"(‘;‘:”se
T0 SPECIAL ACCOUNTS 1962 1961 decrease (—)
el . (estimated) .
hY
Colombo plan fund............ et erierea it aeaaa, P 75.4 67.5 7.9
National capital fund........... e 2.9 2.8 0.1
Railway grade crossing fund. 30.1 3.1 —4.0
BHET . 1 vveeen st ienen e re e 0.1 .01 s
108.5 104.5 4.0

_ _The increase 6f $8 million in the Colombo plan fund resulted from a eredit
thereto of $50 million, the offsetting debit being to budgetary expendltures and
charges of $42 mllllon to cover disbursements. o o

The railway grade crossing fund showed a decrease of - approx1mately $4
million during the year representing disbursements of $14 million from the fund
less. an_amount of $10. million credited thereto and charged . to.expenditures._. . .



126

Deferred credits

This category records amounts due the government in respect of which
payment has been deferred. These are contra accounts to corresponding items
under the following asset categories: “Cash in blocked currencies”, “Loans to,
and investments in, Crown corporations”, ‘“Loans to national governments’”
and ‘“Other loans and investments”,

TABLE 48

(in millions of dollars)

Balance at March 31 Increase
DerFERRED CREDITS or
. 1962 1961 decrease (—)
(estimated)
Agreements of sale of CrOWn 8SSE8. .« vneneineeersannnnnen. 8.7 9.9 -1.2
Crown Assets Disposal Corporation...................c..u.. 6.0 4.9 1.1
Deferred interest— : :
The St. Lawrence Seaway Authority................... 19.4 19.4
United Kingdom Financial Agreement Act, 1946........ 44.2 4.2
L0 1 7= O] 0.6 —0.6
) 78.3 79.0 —0.7

M Less than $50,000.

'Baianceé receivable under agré,ements of sale of Crown assets are set up as
contra accounts to corresponding items under “Other loans and investments”.
During the year receipts amounted to $1 million on outstanding agreements.

The government’s equity in the agency account of Crown Assets DisposaI
Corporation is a contra account to a corresponding item under “Other loans and
investments”’. This equity increased by $1 million during the year.

There was no change during the year in deferred interest of $44 million on
loans made under the United Kingdom Financial Agreement Act, 1946, and of
$19 million on loans made to The St. Lawrence Seaway Authority. These are
contra accounts to corresponding items under “Loans to national governments”
and “Loans to, and investments in, Crown corporations’ respectively.

Suspense accounts
These consist of balances where some uncertainty as to disposition exists.

TABLE 49

(in millions of dollars)

Balance at March 31 Increase
SUSPENSE ACCOUNTS 1962 d or =)
ecrease (—
(estimated) 1961
Replacement of materiel, sec. 11, National Defence Act..... 1.6 4.6 -3.0
Unclaimed cheques.......ccovvvnniiiiiiieiireianinneanee. 1.5 1.4 0.1
Other..... O S PRt 3.0 2.6 0.4
6.1 8.6 —2.5
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The replacement of materiel account, established by section 11 of the
National Defence Act, is credited with amounts realized from the sale of materiel
that has not been declared surplus to requirements but has been authorized by
the' Governor in Council to be sold to other countries. The account is debited
with disbursements representing amounts paid for the procurement of replacement
materiel. During 1961-62 disbursements exceeded credits by $3 million.

The unclaimed cheques account is credited with the amount of treashry
cheques (except those drawn on asset and liability accounts) which remain un-
delivered for certain specified periods subsequent to date of issue, pending claims
therefor., . -

Unmatured debt

" The unmatured debt of Canada as at March 31, 1962 amounted to $16,925
million as compared with $16,068 million at March 31, 1961. The increase of
$857 million applied to debt payable in Canada. :

| )

TABLE 50

(in millions of dollars)

Balance at March 31 Increase
UnMaTURED DEBT or
1962 1961 decrease (—)
(estimated)
Payable in Canada— o )
Canada savings bonds.......... F T 4,044.0 3,555.5 ° - 488,56
Marketable bonds.....:...ooouiiinnenesiaeinan o, 10,812.8 10,447.2 -, . 365.6
Non-marketable bonds (Unemployment Insurance Com- )
mission)...... ettt e ia e, 53.0 53.0
. . Lo : ; B 14},809. 14,002.7 . 807.1 -
Treasury bills...........oo.iiiiiiiiiiii 1,885.0 . 1,935.0 . —50.0
16,794.8 15,937.7 857.1
Payablein London..........ovviniiieiniineinnannnn, 32.0 32.0
Payable in New York................ e 98.2 - 98.2
18,925.0 16,067.9 857.1

The details of the various loan issues, redemptions and conversions resulting
in the net increase are described more fully in section 6, “The Public Debt” .

In the year under review, unmatured debt obligations payable in London
are stated in Canadian dollars converted at the rate of $2.80 for the pound
sterling and that payable in New York at par for the U.S. dollar.

B. CHANGES IN Princrean Asser CrassiFicaTioNs During 1961-62

The total assets increased by $473 million during 1961-62. The principal
changes were increases of $436 million in current assets and $368 million in
loans to, and investments in, Crown corporations and decreases of $241 million
in advances to the exchange fund account, $48 million in other loans and invest-
ments, $38 million in loans to national governments and $6 million in deferrred
charges.
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Current assets

 Total current assets at the close of the 1961-62 fiscal year amounted to
$1,220 million, an increase of $436 million from the balance of $784 million at
the close of 1960-61. This increase was due mainly to increases of $401 million
in cash in current and special deposits and $54 million in departmental working
capital advances and revolving funds (including increases of $39 million in the
agricultural commodities stabilization account and $18 million in the defence
production revolving fund) offset in part by a decrease of $24 million in the
securities investment account. :

TABLE 51
(in millions of dollars)
Balance at March 31 Increase
- CURRENT ASSETS ces 1962 - . or
(estimated) 1961 decrease (—)
Cash in current and special deposits...... coeeiieriinennnn, 762.0 360.7 401.3
Cash in hands of collectors and in transit.................... 130.6 126.1 4.5
Departmental working capital advances and revolving funds-|
Agricultural commodities stabilization account.......... T 128.7 D90.2 38.5
Defence production revolving fund................o0o. 33.2 15.7 17.5
Miscellaneous departmental imprest and advance ac-
COUDLS. .ovveetaiveenrnanennn p . 28.0 | . 25.4 2.6
(01117 AP 34.7 39.8 -5.1
£224.6 171.1 63.5
Securities investment account 7.6 | 101.5 ~-24.0
Moneys received after March 31 but applicable to the current . 1 A
VEAT. . . iitrnennes e e P 15.0 14.0 1.0
Post Office—cash on hand and in transit............. preeees 10.8 11.0 —0.2
' ‘ ‘ .1,220.5 C7sea | 436.1

The decrease in the securities investment account was due to the cancellation
of $320 million of the holdings therein of the government’s own issues, offset in
part ‘by the net result of other transactions’in the account ‘in ‘the amount of
$296 million. :
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It should also be noted that in accordance with the announcement by the
Minister of Finance in the Budget Speech of June 20, 1961 a Purchase Fund was
During the fiscal
year issues totalling $166 million were purchased and the securities cancelled

established to assist in the management of the public debt.

prior to the fiscal year-end.

Advénces to the exchange fund account

The balance of $1,783 million in the exchange fund account was $241 million

less than the 1960-61 total of $2,024 million.

Sinking fund held for retirement of unmatured debt

The balance of $18 million in this category at March 31, 1961 was approxi-
mately $1 million higher than the balance at the previous fiscal year-end.

TABLE 52

(in millions of dollars)

SINKING FUND HELD FOR RETIREMENT

Balance at March 31

Inerease

N or
oF UNMATURED Desr (estilr?fzftem 1961 decrease (=)
Sinking fund invested in— .
Newioundland guaranteed stock, 1933/34-43/63, 3 per cent 12.8 12.8
United Kingdom conversion stock, 1963, 43 per cent....... 5.0 4.2 0.8
17.8 17.0 0.8

Loans to, and investments in, Crown corporations ‘
An increase of $368 million in these loans and investments during 1961-62

Bfought the balance at March 31, 1962 to $3,995 million.

TABLE 53

(in millions of dollars)

Balance at March 31

. . . . ) Increase
Loans 1o, AND INVESTMENTS TN, CROWN CORPORATIONS or
1962 1961 decrease (~—)
(estimated)
Atomic Energy of Canada Limited...................cut. 63.5 60.9 2.6
Bank of Canada.............. e 5.9 5.9
Canadian Arsenals Limited.............. 7.5 7.5
Canadian Broadcasting Corporation 3.0 3.0
Canadian Commercial Corporation........ N 7.0 7.0
Canadian National Railways...........c.covvtiiiieennn. 1,164.2 1,087.8 76.4
Canadian National (West Indies) Steamships Limited. ..... 1.6 1.6
Canadian Overseas Telecommunication Corporation......... 34.4 31.7 2.7
Central Mortgage and Housing Corporation................. 1,708.7 1,510.7 198.0
Eldorado Mining and Refining Limited........ 8.2 8.2
Export Credits Insurance Corporation..... 18.0 10.0 8.0
Farm-Credit Corporation................ 209.8 155.8 54.0
National Capital Commission. .. 34.5 25.2 9.3
National Harbours Board................. 179.4 172.8 6.6
Northern Canada Power Commission................ 45.2 40.0 5.2
Northern Ontario Pipe Line Crown Corporation...... v 120.8 123.7 —2.9
Polymer Corporation Limited.............................. 30.0 30.0
The St. Lawrence Seaway Authority—
Loans............. TS 330.5 320.5 10.0
. Deferred interest...... 19.4 19.4
Trans-Canada Air Lines....... L. 2.6 4.8 —2.2
Other Crown Corporations. ..........ocvevenearareenanennn. 1.1 1.2 —0.1
3,995.3 3,627.7 367.6

53819-9—9
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Advances to Atomic Energy of Canada Limited, to be covered by obligations

or shares of the company, were $64 million at March 31, 1962, an increase of
$3 million during the year.

During the fiscal year ended March 31, 1962, the government advanced to
.the Canadian National Railway Company $68 million for capital purposes and
retirement of debt in the hands of the public. Of this amount $37 million was
advanced under the Refunding Act, 1955, for the refunding of various trust
certificates, $28 million for capital purposes and $3 million for the company’s
purchase fund which is operated under the terms of Canadian National Railway
Company bonds, guaranteed by the Government of Canada, issued on May 15,
1959, December 15, 1959, January 1, 1960 and October 1, 1960. During the
fiscal year $11 million was repaid by the company on current and prior years’
advances.

In addition, to assist the company to finance further capital expenditure
during the fiscal year, the government purchased $21 million of four per cent
preferred stock of the company. This stock is issued under the authority of the
Canadian National Railways Capital Revision Act, 1952, in an amount equal to
three per cent of the gross revenue of the company.

Also in the year ended March 31, 1962, the government provided the com-
pany with temporary loans of $64 million in respect of its 1961 income deficit.
This amount plus temporary loans of $2 million made on the same account in
the previous fiscal year brought the total loans on account of the 1961 deficit to
$66 million. It should be noted that the total 1961 deficit of $67 million, of which
$66 million was covered by temporary loans by the government and the re-
mainder paid from company funds, was charged to budgetary expenditure.

TABLE 54

(in millions of dollars)

Fiscal year ended
ADVANCES TO, AND REPAYMENTS BY, March 31 Increase
THE CANADIAN NATIONAL RamLways or
1962 1961 decrease (—)
(estimated)
Advances—
For the refunding of debt........coooviiniiiiiiiiint, 37.2 1.0 36.2
For capital expenditures............cooiiiiiiiviiieann. 28.4 102.6 —74.2
Forpurchasefund................c.oooiiiiiiiiiiiinn.,, 2.8 4.0 —-1.2
For interim financing of income deficits................. 63.8 55.5 8.3
132.2 163.1 —30.9
Repayments—
Advances for capital and refunding purposes............. ~11.4 —225.1 213.7
Advances for interim financing of income deficits....... —65.8 —75.0 9.2
-77.2 —800.1 229.9
Excess of advances over repayments or repayments over
AdVANCES (= ).\ttt e 55.0 —137.0 192.0
Purchase of 4 per cent preferred stock (C.N.R. Capital
Revision Act, 1952). .. ... iiniiiniiiiiiiie e 21.4 20.5 0.9
Net increase or decrease (—) during the fiscal year in the
government’s advances to, and investments in, the
Canadian National Railways..............ccoviiiinaen, 76.4 -116.5 192.9
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In summary, the total amount made available to the company during the
fiscal year was $153 million and repayments including the charge to budgetary
expenditure were $77 million. The amount of advances to the company out-
standing at March 31, 1962 increased by $76 million. :

At March 31, 1961, temporary loans of $5 million were outstanding to the
Trans-Canada Air Lines in respect of its 1961 income deficit. During 1961-62
further advances of $2 million were made for this purpose. The amount of $7
million was repaid or credited during the year. However, the government
made advances of $3 million on account of the air lines 1962 income deficit
which is still outstanding.

Loans during the year to Central Mortgage and Housing Corporation
amounted to $246 million, of which $237 million was for direct loans by the
corporation and $9 million in respect of loans for federal-provincial housing
projects. Repayments were $48 million, of which $43 million was in respect of
direct loans, $2 million in respect of loans for federal-provincial housing projects
and $3 million in respect of loans for housing projects. The net increase of $198
million for the year brought the total loans to $1,709 million at March 31, 1962.

Loans to the Farm Credit Corporation amounted to $56 million and invest-
ment in the capital of the corporation to $1 million during the year. Repayments
by the corporation of $3 million brought the outstanding advances to $210
million at March 31, 1962,

Advances to The St. Lawrence Seaway Authority during the year amounted
to $10 million bringing the total loans to $331 million. In addition, deferred
interest on these loans was $19 million at the year-end, unchanged from the
total at March 31, 1961. A contra item for this deferred interest is included in
the liability catagory “Deferred credits”.

It should also be noted that in accordance with Order-in-Council P.C.
1961-1863 dated December 29, 1961, interest of $14 million payable on December
31, 1961 by The St. Lawrence Seaway Authority, as well as interest payable on
December 31, 1962, has been deferred until December 31, 1963. On December 31,
1963 the total amount of interest so deferred together with the interest payable
December 31, 1963, will be computed as a single sum and is to be repaid in equal
annual instalments calculated by amortizing the said sum, including interest at
rates determined by the Minister of Finance, over a period of forty-six years.

Other changes in this category include increases of $9 million in loans to the
National Capital Commission, $8 million in loans to the Export Credits Insurance
Corporation, $7 million in loans to the National Harbours Board, $5 million in
loans to the Northern Canada Power Commission, $3 million in loans to the
Canadian Overseas Telecommunication Corporation and a decrease of $3 million'
in loans to the Northern Ontario Pipe Line Crown Corporation.

Loans to national governments

These loans decreased by $38 million during the year leaving a balance of
$1,340 million at March 31, 1962,

The United Kingdom government repaid $17 million of the $1,185 million
loan made under the $1,250 million credit authorized by the United Kingdom
Financial Agreement Aect, 1946, reducing the principal to $1,030 million at March
31, 1962.
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TABLE 55

(in millions of dollars)

' ) Balance at March 31 Increase
Loans to NatioNaL GOVERNMENTS . q or )
ecrease (—
(estimated) 1961
Loans to United Kingdom— ) :
The United Kingdom Financial Agreement Act, 1946... 1,030.3 1,047.4 -17.1
Deferred interest........oouvieiiiiiiniinineiiiieinnen 44.2 44.2
1,074.6 1,091.6 —17.1
Loans under the Export Credits Insurance Act, Part II—
Belgium. ... o e 34.6 36.9 - =23
France.................cccovin. e e reerieanaee 133.9 142.3 —~8.4
The Netherlands......... ..o it iiiiiiiiiiiiiiiiiaes 68.9 73.4 —4.5
237. 4 252.6 —-15.2
Special loans to Colombo plan countries to finance the pur-
chase of wheat and fiour from Canada—
Ceylon. .o s 1.7 2.0 —0.3
Indig. ..o e e 24.8 29.5 -4.7
. 26.6 81.6 —§.0
Miscellaneous loans and advances—
France—interim credit—consolidated interest..,........ 1.3 1.4 ~0.1
The Netherlands—military relief and currency credits
settlement..........oooiiiiiiiiiiiii e, . 0.6 —=0.6
(77 17 e eereeetresetaehanaes 0.1 0.5 ~0.4
1.4 2.5 —~1.1
1,339.8 1,378.2 —38.4

Advances under Part II of the Export Credits Insurance Act to Belgium,
France and The Netherlands to assist them in purchasing goods in Canada have
been reduced by repayments of $15 million during the year leaving a balance of
$237 million outstanding.

Special loans to Colombo plan countries to finance the purchase of wheat
and flour from Canada amounted to $27 million at March 31, 1962, $5 million
less than at March 31, 1961.

Other loans and investments

The balance in this category was $975 million at March 31, 1962, a decrease
of $48 million during the fiscal year 1961-62. '

Canada’s subscriptions to the capital of international organizations in-
creased by $29 million during the year due mainly to a further subscription of
$8 million to the international development association and revaluation adjust-
ments of $19 million in the Canadian dollar balance in the international monetary
fund.

Loans to provincial governments decreased by $8 million. The balance at
March 31, 1961 of $1 million for overpayments to provinces arising out of the
1952 tax rental agreements was settled during the year.

The Veterans Land Act advances account less the reserve for conditional
benefits increased by $12 million.

Miscellaneous loans and investments were $81 million lower than the total
for the previous year, more than accounted for by the repayment of $67 million
by the Uncmployment Insurance Commission and the repayment of $17 million
of temporary loans in respect of the old age security fund.
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TABLE 56

(in millions of dollars)

Balance at March 31 Increase
OrHER LOANS AND INVESTMENTS or
1962 1961 decrease (—~)
(estimated)
Subscriptions to capital of, working capital advances and
loans to, international organizations—
Canada’s subscription to capital of—
International bank for reconstruction and develop-
ment. ..o e .76.5 73.7 2.8

International development association 16.4 8.5 7.9

International finance corporation............. ... 3.5 3.5

International monetary fund..;..................... 562.7 543.7 19.0
Working capital advances and loans to international

Organizations. .........uiivusiiiiiiiee e annns. 1.4 1.8 —0.4

660.5 631.2 29.8
Loans'to provincial governments—

o2 7.6 8.0 —-0.4
British Columbia...............ocoviiievnnn... 14.7 15.5 -0.8
Manitoba...........cooviniiinnn... 12.8 13.2 —0.4
New Brunswick...... . 19.5 22.9 —~3.4
Saskatchewan..............0.coovviiien i 21.7 24.2 —2.5

76.8 88.8 =7.6
Overpayments to provinces arising out of 1952 tax rental
agreements..ovvivi i iinenaienn, e e e 1.0 -1.0
Veterans Land Act advances.................oovvievunnnn.. 209.0 . 199.6 " 9.4
Less reserve for conditional benefits—
Veterans Land Act, 1942.......0.ooeernnnnnennnn, -30.6 —33.5 2.9
178.4 166.1 1.8
Miscellaneous— ’
Assisted passage scheme (section 69, Immigration Act,
2.6 3.4 -—0.8
10.6 12.1 -1.5
2.0 2.0
1.1 1.2 ~0.1
1.6 1.8 —-0.2
Crown Assets Disposal Corporat; .

i AZENCY 8CCOUNt. . .euieeeiietis s eeeeeninnens 6.0 4.9 1.1
Dominion Coal Company Limited...................... 5.7 5.7
Hamilton Harbour Commissioners..................... 1.3 0.9 0.4
Housing projects for Canadian forces...................: 6.8 4.6 2.2
Land development of the Cornwall Navigation System . 1.7 1.7
Municipal Improvements Assistance Act, 1938........... 1.5 1.6 —-0.1
New Westminster Harbour Commission................ 2.3 2.3
Northwest Territories................. c.....ccciuiun.. 2.1 0.7 1.4
Old age security fund—temporary loans................. 17.3 -17.3
Town of Oromocto, New Brunswick.................... 4.0 4.2 -0.2
Town of Oromocto Development Corporation........... 1.0 1.0
Unemployment Insurance Commission.................. 67.0 ~67.0
Yukon Territory............ R 3.6 2.2 1.4
Otbher...... D, . 5.4 5.4

. : v 9.8 140.0 —80.7

974.5 1,022.1 —47.6

Securities held in trust _ .

This category records the security holdings of various deposit and trust, and
annuity, insurance and pension accounts. Bonds and certified cheques held in
connection with contractors’ securities included in the deposit and trust category
.are also recorded under this heading. The balance at March 31, 1962 amounted
to $31 million, $1 million higher than the previous year-end balance.
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Deferred charges

This category consists of the unamortized portions of actuarial deficiencies
in the Canadian forces superannuation account, the public service superannuation
account, the Royal Canadian Mounted Police superannuation account, and the
outstanding balance of unamortized loan flotation costs. There was a decrease of
$6 million in this category during the year, bringing the balance at March 31,
1962 to $727 million.

Unamortized portions of actuarial deficiencies

This category records the unamortized portions of the actuarial deficiencies
in the public service, the Canadian forces, and the Royal Canadian Mounted
Police superannuation accounts which have been set up as deferred charges to
be written off to budgetary expenditure upon parliamentary approval.

The deficiencies in the public service superannuation account, the Canadian
forces superannuation account and the Royal Canadian Mounted Police super-
annuation account are based on actuarial valuations made as at December 31,
1957, March 31, 1958 and December 31, 1961, respectively.

Unamortized loan flotation costs

This account records the residual balances of discounts, commissions,
redemption bonuses and conversion premiums on loan flotations that have not

TABLE 57

(in millions of dollars)

Fiscal year ended March 31

Unamortized LoaN FroraTioN CosTs

1962
(estimated) 1361

Balance of account at beginning of fiscal year............c.ooviviiinn 130.7 151.0

New flotation costs to be amortized—
5%% loan issued Oct. 1, 1959, maturing Oct. 1,1975.................
49, loan issued Feb. 1, 1961, maturing May 1, 1964.................
319, loan issued March 15, 1961, maturing Dec. 15, 1962............
3%, loan issued May 1, 1961, maturing May 1,1962.................
39, loan issued Aug. 1, 1961, maturing Aug. 1,1962.................

%, loan issued Aug. 1, 1961, maturing Dec. 1, 1964.................

9%, loan issued Sept. 15, 1961, maturing Dec. 15,1966.............

% loan issued Dec. 1, 1961, maturing June 1, 1963................

9%, loan issued Dec. 1, 1961, maturing Oct.1,1964................

% loan issued Dec. 1, 1961, maturing June 1, 1967................

% loan issued Jan. 15, 1962, maturing April 1, 1963...............

9 loan issued Jan. 15, 1962, maturing Jan. 15, 1968...............

reasury bills diseount. ... ... oot it

anada savings bonds—adjustment of previous issues..............
anada savings bonds—Dnew iSSUe. ... ... iiiiiiiiieiniieieaniae

9% loan issued April 1, 1960, maturing April 1,1963...............

9, loan issued April 1, 1960, maturing April 1,1969...............

% loan issued June 1, 1960, maturing Dec. 1,1962................

% loan issued Dec. 15, 1960, maturing June 15,1962...............

49, loan issued Dec. 15, 1960, maturing Dec. 15,1963...............

49, loan issued Feb. 1, 1961, maturing May 1, 1964... ..

33% loan issued Mar. 15, 1961, maturing Dec. 15, 1962
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41.1
Less—
Amortization applicable to fiscal year—
Canada savings bonds and general loans....................... —33.6 .
Discount on treasury bills charged to interest on public debt...| —11.3 —-15.4

1
o
13
©

Adjustments re cancellations of securities.....................oint —6.0
—6§0.9 —54.8

i Decrease (—) during the year..........cccoviiiiiiiiiiiiiiiiiiniain.n. —-9.8 —20.3

‘Balance of account at end of fiscal year.......c...ooveiiiiiiiiiiiiiian, 120.9 130.7
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been charged to budgetary expenditure. The balance at March 31, 1962
totalled $121 million, a decrease of $10 million from the previous year-end
balance.

Cost of new loans issued during 1961-62 and charged to the account
amounted to $41 million, of which $10 was in respect of treasury bill discounts
which will be charged to interest on public debt in 1962-63. Credits to the
account were $51 million of which $34 million was a charge to the budgetary
expenditure item ‘““Annual amortization costs”, $11 million, representing discount
on treasury bills sold in 1960-61, was a charge to the budgetary item “Interest
on public debt” and $6 million was an adjustment due to cancellation of un-
matured loans prior to their maturity date.

Suspense accounts

The only item in this category is the cheque adjustment suspense account
which reflects unadjusted balances resulting from the reconciliation of payments
for redemption of paid cheques with the amount of those cheques as subsequently
determined in adjustment of the outstanding cheque account.

Capital assets

Assets of the government such as land, buildings, works and equipment, etc.,
that are charged to budgetary expenditure at the time of acquisition or construc-
tion, are included in this category and are shown on the statement of assets and
liabilities at a nominal value of $1.

Inactive loans and investments

Loans and investments which are not currently revenue-producing or
realizable are recorded in this category. Included are the loan of $49 million
to China under the Export Credits Insurance Act, loans of $24 million and
$7 million made to Roumania and Greece in 1919-20 and 1920-21 and advances
of $15 million in respect of the implementation of guarantees (Ming Sung
Industrial Company Limited).

Reserve for losses on realization of assets

. There is no change in this reserve during the year, the balance at March 31,
1962 being $546 million, unchanged from the end of the previous year.

C. INncrEaSE 1IN NET DEBT

The deficit for the fiscal year of $791 million resulted in a corresponding
increase in the net debt of Canada which at March 31, 1962, was $13,229 million.
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5. THE CASH POSITION

The government’s cash position is affected not only by the budgetary
transactions but also by changes in the government’s outstanding unmatured
debt and by other non-budgetary transactions. In 1961-62 there was an increase
of $401 million in the government’s bank balances. This increase is the result
of the budgetary deficit of $791 million, being more than offset by an increase
of $380 million in outstanding unmatured debt (after taking into account
transactions in the purchase fund, securities investment and sinking fund
accounts) and the net receipts of $312 million from other non-budgetary trans-
actions. It should be noted that in accordance with the announcement by
the Minister of Finance in the Budget Speech of June 20, 1961 a Purchase Fund
was established to assist in the management of the public debt. During the
fiscal year issues totalling $166 million were purchased and. the securities
subsequently cancelled.

Non-budgetary receipts and disbursements relate to transactions which
result in increases or decreases in the government’s assets and liabilities and-do
not appear in what might be called the government’s income account for the
fiscal year nor do they enter into the calculation of the annual budgetary surplus
or deficit. However, in considering the full scope of the government’s financial
operations and in measuring their effect on the government’s cash position and
their impact on the economy, non-budgetary as well as budgetary transactions
must be taken into account. )

TABLE 58
(in millions of dollars)
Fiscal year ended March 31
CraNGEs IN CasH PosiTion
. 1962 1961
(estimated) :
Budgetary transactions— :
REVEIUES. . v v vt v e eeen et enee e eaneneenaassseseansassnsnnsasonins 5,772.0 5,617.7
Expendibures. ... .oooinn ettt e —6,563.4 -5,958.1
Budgetary deficit (—)... ... i —791.4 —340.4
Non-budgetary transactions (excluding unmatured debt transactions)
(net)— .
Receipts and eredifs.........oovoeriiien i 804.5 398.5
Disbursements and Charges. . .........oveieniirarniimarecniianee —492.1 —351.9
Net amount received from non-budgetary transactions (excluding
unmastured debt transactions).... ...l 312.4 46.6
Overall cash requirement (—) to be financed by increase in debt or,
deercase incash balances. .. ... .....ooiveeniiennicronnrsinaannns —479.0 -293.8
Net lncrea%eiiin unmatured debt outstanding in the hands of the
public— :
Unmatured debt—
B2 e L T 907.1 367.8
Treasury bills. ..o —50.0 —190.0
Securities investment account............ooiiiian . 24.0 —23.6
SinKAnZ fURd . ..o e et et . -0.8 68.3
‘ - 880.3 222.5
Net increase or decrease (—) in Receiver General bank balances. .. 401.3 —71.3

The increases or decreases in the government’s assets and liabilities have
been described in detail in the section entitled ‘“Statement of Assets and
Liabilities of Canada”. On the assets side the non-budgetary transactions
consist, for the most part, of loans and advances to, and repayments by, Crown
corporations and other government agencies and funds (including the old age
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security fund), national, provincial and municipal governments, international
organizations, veterans and other borrowers. On the liabilities side they relate
mainly to receipts and payments in connection with the many deposit and
trust accounts, and annuity, insurance and pension funds held or administered
by the government. -

The preceding table summarizes both the budgetary and non-budgetary
transactions for 1961-62 and indicates how they affected the government’s
cash position. For purposes of comparison the corresponding figures for 1960-61
are also shown. :

As the table shows, non-budgetary receipts and credits for 1961-62 (exclud-
ing unmatured debt transactions) totalled $804 million while non-budgetary
disbursements and charges (also excluding unmatured debt transactions) were
$492 million, resulting in a net receipt of $312 million. As the budgetary deficit
was $791 million, $479 million required financing by an increase in unmatured
debt or a decrease in cash balances. In 1960-61 there was a net receipt of $46
million from non-budgetary transactions and a budgetary deficit of $340 million
resulting in $294 million having to be financed by an increase in unmatured
debt or a decrease in cash balances. '

Non-budgetary receipts and credits = -

Non-budgetary receipts and credits, as already indicated, amounted to
$804 million in 1961-62 as shown in the following table:

TABLE 59
(in millions of dollars)

Fiscal year ended March 31

Non-Bupcerary Recerers aNp CREDITS

1962
(estimated) 1961

Repayments of loans, investments and working capital advances (net)—
Exchange fund account......................... et e
Northern Ontario Pipe Line Crown Corporation. ..................
United Kingdom (1946 loan)............. ... .o viue 0
Special loans to India and Ceylon (re purchase of wheat from

Canada)........ooooiio
Other national governments (Export Credits Insurance Act).......
Old age security fund........................ .. e
Provincial governments..........................

Unemployment insurance fund
Other. ...

o
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|

|
SR

—
oo~ ; wwo

et

(=]

|
o
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383.9 ~73.7

Net government annuities account receipts—
Premium receipts less payments to beneficiaries................... —-9.0 —~2.4
Interest paid by government..................... .. ... ... 46.0 44.6

Net insurance and pension accounts receipts—
Employee contributions less payments to beneficiaries s 37.8 30.3
Government contributions............................ .. ... ... 107.6 88.7
Actuarial deficiency in the public service superannuation account. . . 137.7
Actuarial deficiency in the Royal Canadian Mounted Police super-

annuation ACCOUNY. ... ...ovuu vttt
Interest paid by government............coveveinonon e
Old age security fund............ooooieineeie

267.6 353.1

Net decrease in unamortized loan flotation costs....................... 9.8 20.3
Net increase in current and demand liabilities......................... 73.3 48.5
Net increase in uninvested portion of unemployment insurance fund .. .. 0.4 —5.2
Net increase in deposit and trust aCCOUNtS. .. ......ovonrnnnnnnsnnnnn 27.8 ~3.0
Net receipts from sundry other accounts............................ e 4.7 16.3

804.5 398.5

53819-9—10
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Non-budgetary disbursements and charges
Non-budgetary disbursements and charges totalled $492 million in 1961-62
as shown in the following table:

TABLE 60

(in millions of dollars)

Fiscal year ended March 31

NoN-BUDGETARY DISBURSEMENTS AND CHARGES .

1962
(estimated) 1961

Loans, investments and working capital advances (net)—
Agricultural commodities stabilization account
Atomic Energy of Canada Limited..............coooiiiiiiiiinn,
Canadian Broadecasting Corporation..............

Canadian National Rallways. . ....covrtiiirinreiirinnrenerainanns
Canadian Overseas Telecommunication Corporation...............
Central Mortgage and Housing Corporation
Defence production revolving fund . ............
Export Credits Insurance Act (sec. 21A)......
Farm Credit Corporation............ovveeiarieenciiiririiianns
International organizations (subscriptions to capital)...m...........
National Capital Commission
National Harbours Board. . ............oooiiieennn e
Northern Canada Power Commission

The St. Lawrence Seaway Authority
Veterans Land Act advances........
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478.0 198.9

Net disbursements from special defence account................... ) 3.0 -1.0
Net increase of cash in hands of collectors and in transit 4.5 -7.3 .
Unamortized portion of actuarial deficiency in the publie service super-
ANNUALION BCCOUNT. . ottt ettt v e ieenie e aai s enanssns 137.7
Unamortized portion of actuarial deficiency in the Royal Canadian .
Mounted Police superannuation account.................oooiiiinn. 3.5
Adjustment to net debt in respect of C.N.R. 1958 deficit 7.5
Other.~......oooevviininis ey i 3.1 .16.1

492.1 351.9

Summary

In summary, as budgetary and non-budgetary transactions required financing
in the amount of $479 million, and unmatured debt outstanding in the hands of
the public (after taking into account transactions in the purchase fund, securities
investment and sinking fund accounts) increased by $880 million, cash balances
on deposit with the banks increased by $401 million.
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6. THE PUBLIC DEBT
Gross and net debt

The gross debt of Canada amounted to $22,867 million as at March 31,
1962. Unmatured debt, including treasury bills, in the amount of $16,925 million
accounted for approximately 74 per cent of the total. The remaining liabilities,
consisting of current and demand liabilities, deposit and trust accounts, annuity,
insurance and pension accounts, undisbursed balances of appropriations to
special accounts, deferred ecredits and sundry suspense accounts; aggregated
$5,942 million or approximately 26 per cent of the total debt. -

The net debt of Canada was $13,229 million as at March 31, 1962, an increase
of $791 million over the net debt at March 31, 1961. Total liabilities increased
by $1,264 million to $22,867 million and net assets by $473 million to $9,638
million at March 31, 1962.

GROSS AND NET DEBT NET DEBT AS AT MARCH 31

Billions of Dollars Billions of Dollars ~
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STATEMENT oF PusLic DeBT, UNMATURED Dzsr, ReCORDED NET Assers AND NET DEBT OF CaNADA
(in millions of dollars)

Gross Public Debt Lezs g Increase
recorde . Net in net debt
As at March 31 Unmatured Other Total net debt during
debt liabilities assets fiscal year
14,245.1 4,173.4 | 18,418.5 7,372.2 11,046.3 38.8
15,574.1 4,675.8 20,249.9 8,571.5 11,678.4 632.1
15,800.1 5,096.3 20, 986.4 . 8,897.2 12,089.2 410.8
16,067.9 5,534.9 21,602.8 9,165.7 12,437.1 347.9
16,925.0 5,041.8 22,866.8 9,638.3 13,228.5 791.4

Unmatured debt

The total unmatured debt of Canada at March 31, 1962 totalled $16,925
million, $857 million more than at the end of the previous fiscal year. The
government’s holdings of its own securities were $95 million, comprised of
$77 million in the securities investment account and $18 million in the sinking-
fund account. This_was a_decrease_of $23. million over the comparable figure

53819-9—103
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at March 31, 1961 when holdings were $101 million in the securities investment
account and $17 million in the sinking fund account.

The decrease in the securities investment account was due to the cancellation
of $320 million of the holdings therein of the government’s own issues, offset in
part by the net result of other transactions in the account in the amount of
$296 million. ,

In accordance with the announcement by the Minister of Finance in the
budget speech of June 20, 1961, a purchase fund was established during the fiscal
year to assist in the management of the public debt. Purchases of securities were:

$11 million 4% per cent bonds due September 1, 1972;

$53 million 5% per cent bonds due October 1, 1975;

$7 million 3% per cent bonds due June 1, 1976;

$8 million 32 per cent bonds due January 15, 1978;

$15 million 3% per cent bonds due October 1, 1979;

$70 million 42 per cent bonds due September 1, 1983 and

$2 million 32 per cent bonds due March 15, 1998.

" Of these securities, $61 million were cancelled in November, 1961 and the
balance of $105 million cancelled prior to the fiscal year-end and unmatured
debt reduced by similar amounts.

Of the total unmatured debt, $16,795 million or more than 99 per cent was
payable in Canada, $98 million in New York and $32 million in London.

Summary of security issues and maturities, redemptions, conversions or cancellations

During the year ended March 31, 1962 the government issued securities
payable in Canada in the principal amount of $3,451 million (excluding the
refunding of treasury bills which mature weekly) and redeemed, converted or
cancelled issues payable in Canada in the amount of $2,594 million.

TABLE 62
(in millions of dollars)
Fiscal year ended March 31
UNMATURED DEBT TRANBACTIONS
1962 1961
(estimated)
Balance at beginning of Fear......coovviiniiiiiiiieiiiiiiiiiiiiienn 16,068 15,890
New issues—
For cash—
Canada savings bonds series 14......... e 64
Canada savings bonds series 15. 67 851
Canada savings bonds series 16. e 989
Marketable bonds. ... i it it 1,350 200
Non-marketable bonds (Unemployment Insurance Commission) 162
2,568 1,116
By renewals and conversions—
Marketable bonds. .vevreeeiriii ittt 883 1,416
3,451 2,531
Less—
Matured marketable bonds. ... ... i —498 —098
Redeemed non-marketable bonds (Unemployment Insurance Com-
mission) —109
Conversions —883 —497
Canada savings bonds redeemed or matured cea —568 —495
Treasury bills (Net)...ieevreineiiniiii it iiaiiiiiecataanens —50 —190
—2,108 —2,181
Unmatured marketable bonds (purchased and cancelled).......... —486 —~172
—9, 504 —2,353
Increase in unmatured debt..............oo0 R TP IS 857 178
Balance at end of Year....ocuvvscietirireerratstirititirisotsiiisieiens 16,925 16,068
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Net sales of Canada savings bonds 1961, series 16, as at March 31, 1962,
totalled $989 million and additional sales of Canada savings bonds 1960,
series 15, during the year were $67 million. Redemptions of Canada savings
bonds series 6 to 15 totalled $568 million. The net increase during the year
for all series was $488 million and the amount outstanding and unmatured for
all series at March 31, 1962, $4,044 million.

The amount of treasury bills outstanding at March 31, 1962 was $1,885
million, consisting of $1,235 million in three-month bills and $650 million in
six-month bills. The March 31, 1961 balance was $1,935 million, consisting
of $1,235 million in three-month bills, $650 million in six-month bills and $50
million in special 366-day bills.

TABLE 63

Depr Maturep, REpEEMED, CONVERTED OR CanceLtep DuriNg THE Fiscar Year ENDED
MarcE 31, 1962 (estimated)

Cancelled
—— Matured Redeemed Converted prior to Total
’ maturity ’
One-yenr treasury bills........ 50, 000, 000 50,000, 000
3% 1958/59-61 200, 000, 000 (1100, 000, 000 . 300,000, 000
3% 1958-61...... 245,059,000 @525, 000,000 455,000 770,514,000
3% 1044-62.......... - 53,473,150 : 53,473,150
3% 1961-62............ @ 90,000,000 90, 000, 000
3% 1960-62.............. #1190, 000,000 110,000, 000
23% 1950-68.................. 41,419,000 41,419,000
3 1954-76. . ................ 49,165, 500 49,165, 500
33% 1953/58-78............... 33,641,500 33,641, 500
33% 1954-79.................. 48,728, 500 48,728, 500
33% 1956-98.................. 51,870,000 51,870,000
339 1958-65.................. 832, 500 832, 500
439 1958-72. . ................ 79,505, 000 79, 505,000
539 1959-75... ... ... ....... 56,580,000 56, 580, 000
419, 1958-83.................. © ] 123,619,500 123, 619, 500
539 1959-62.................. ®) 57,920,000 57,920, 000
54% 1960-63........ ... ...... ® 226,000 226,000
Canada savings bonds 8.6-15.. 567, 500,000 567, 500,000
33% non-marketable bonds
(Unemployment Insurance
Commission)............. 108, 500, 000 108, 500, 000
548,532,150 [ 676,000,000 | 883,146,000 | 485,816,500 | 2,593,494 650

64(1) $50,000,000 exchanged for 3% loan due May 1, 1962; $50,000,000 exchanged for 4% loan due May 1.

2 850,000,000 exchanged for

44% loan due December 15, 1966; $100,000,000

exchanged for 4% loan due June 1, 1967.

®) $25,000,000 exchanged for 3% loan due Au;
December 15, 1966; and $50,000,000 ex

) 360,000,000 exchanged for 439,

due January 15, 1968.

changed for 439,

34% loan due December 15, 1962:
August 1, 1962; $100,000,000 exchanged for 49,

$100,000,000 exchanged for 3% loan due

loan due December 1, 1964; $75,000,000 exchanged for

® Exchanged for 53% loan due October 1, 1975.

® Exchanged for 5}% loan due April 1, 1976.

exchanged for 3% loan due October 1, 1964; $100,000.000

gust 1, 1962; $15,000,000 exchanged for 4}% loan due
loan due January 15, 1968.

loan due December 15, 1966; and $50,000,000 exchanged for 43% loan
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" TABLE 64

New Securmries Issuep DURING YEAR ENpED MarcH 31, 1962 (estimated)

Price Yield at Renewals or
: Total p Amount
P to price to conversions :
Deseription govern- | govern- amougt included in f1s!srsuedh
ment ment 158u€ amount, issued or cas
$ $ $
Issued to general public—
Marketable bonds— )
MLoan due Oct. 1, 1975, 53%........ 57,920,000 57,920,000
™MTLoan due April 1, 1976, 53%....... 226, 000 226,000
MLoan due May 1, 1964,4%......... 98 25 4.63 | 110,000,000 50,000, 000 60, 000, 000
WLoan due Dec. 15, 1962, 33%....... 98.75 4.351 200,000,000 50, 000, 000 150,000, 000
®Loan due May 1, 1962, 3%.... 99.25 3.77 | 190,000,000 50,000, 000 140, 600, 000
®Loan due Aug. 1, 1962, 3%... 99.75 3.29 | 225,000,000 25,000,000 200, 000, 000
(®Loan due Aug. 1, 1962,3%......... 99.70 3.31 | 110,000,000 75,000, 000 35,000,000
MLoan due Dec. 1, 1964, 4%........ 99.00 4.32 } 240,000,000 | 100,000,000 140, 000, 000
Y, 0an due Dec. 15, 1966, 4% 99.25 4.66 | 175,000,000 | 175,000,000
Loan due June 1, 1963, 2{%........ _ 99.00 3.44 | 175,000,000 175, 000, 000
®Toan due Oct. 1, 1964, 31%........ 93.80 3.70 | 250,000,000 [ 100,000,000 150,000, 000
(9 Loan due June 1, 1967, 41%. .. © o 99.50 4.357 100,000,000 | 100,000,000
Loan due April 1, 1963, 25%.. 99.15 3.47- 150,000,000 | - 150,000,000
Loan due April 1, 1963, 2{%.. . 99.15 3.56 1 150,000,000 150,000,000
UDLoan due Jan. 15, 1968, 41%....... 99.50 4.35 1 100,000,000 | 100,000,000
Non- marketable bonds—
Unemployment Insurance Com-| - :
mission, 33%...cveeiiaiiia 100.00 3.75 | 161,500,000 161, 500,000
Canada savings bonds— .
Nov. 1, 1960—Nov. 1, 1970, 4-5%, .
geries 15. .. . uuvieiiainiinns. 99.00 67,000, 000 67,000,000
Nov. 1, 1961—Nov. 1, 1971, 4};-5% -
series 16 (net).........ooooovnnn 98.75 988,958, 000 - 988,958,000
3,450,0604,000 | 883,146,000 | 2, 567,458,000

) ]n exchange for 53% loan due Oct. 1, 1962,
®1n exchange for 55% loan due April 1 1963.
®$50,000,000 in exchange for 3%, loan due May 1, 1961,
(850,000,000 in exchange for 3% loan due Dec. l 1961.
9$50,000,000 in exchange for 3% loan due May 1, 1961.
(©$100,000,000 in exchange for 3% loan due Dec l 1961
($100,000,000 in exchange for 3% loan due Dec, 1 ) .
®§75,000, 000 in exchange for 3% loan due Dec. 1, 1961 360 000, 000 in exchange for 3% loan due June 15,
1962 and $40, 000 000 in exchange for 3% loan due May 1, 1962
$100,000, 000 in exchange for 3% loan due Dec. 1 1961
a0In exchange for 3% loan due Dec. 1, 1961.
M ‘“;350 030 ,000 in exchange for 3% loan due June 15, 1962 and $50, 000 000 in exchange for 3% loan due
ay 1, 196!

Interest rates

The average interest rate on the government’s unmatured debt at March 31,
1962 was 3.91 per cent the same as at the end of the previous fiscal year.

The yield on three-month treasury bills at tender on March 29, 1961 was
3.21 per cent. It rose to 3.34 per cent on April 13, 1961, was 2.26 per cent on
August 31, 1961 and rose to 3.12 per cent on 1 \/Iarch 29, 1962,

The yield on six-month treasury bills at tender on March 29, 1961 was
3.37 per cent. It rose to 3.49 per cent on April 13, 1961, was 2.53 per cent on
November 10, 1961 and rose to 3.29 per cent on March 29, 1962. '

The following table shows the high and low yields together with the yield
on the latest issue of three-month bills for the fiscal years 1957-58 to 1961-62
inclusive, and for six-month bills for the fiscal years 1959-60 to 1961-62 inclusive.
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TABLE 65

TrEASURY Biir YieLps ar TENDER

Fiscal year ended March 31 High Low Last issue
per cent per cent per cent
Three-month bills—

1958 4.08 2,27 2.27
.. 4.30 0.87 4.30
6.16 3.01 3.01

3.95 1.68 3.21

3.34 2.26 3,12

6.87 3.23 3.23

4.07 1.99 3.37

3.49 2.53 3.29

(DAt tender on March 29, 1962.

AVERAGE INTEREST RATE ON UNMATURED DEBT
As At March 31
6 Per Cent ’ : 16

2 —2
oLl Lt i bbbttt b rrrrtrrirtlalde

1930 1935 1940 1945 1950 1955 1960 62°*

* Estimated

Indirectjdeb-t' or contingent liabilities

In addition to the direct debt set out in the statement of assets and liabilities,
the government has assumed certain indirect or contingent obligations. These
consist of securities of the Canadian National Railways, guaranteed as to
principal and interest or as to interest only, and a number of miscellaneous
guarantees, the chief of which are the guarantee of insured loans made by
chartered banks and other approved lending institutions under the National
Housing Act, 1954, deposits maintained by the chartered banks in the Bank of
Canada, bank advances to the Canadian Wheat Board, advances under the
ExportACredits Insurance Act and-bank loans under the Farm Improvement
Loans Act.

The government’s liability under its guaranteé of loans under the
National Housing Act, 1954 was $3,562 million at December 31, 1961 compared
with $3,025 million at December 31, 1960. '
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TABLE 66

SumMaRY oF InDIREcT DEBT 0R CONTINGENT LIABILITIES A8 AT MaRCEH 31, 1962

Amount
outstanding
March 31, 1962
(estimated)

Bonds and debenture stock guaranteed by the government—

i

Railway securities guaranteed as to principal and interest— :

Canadian National 2%, due February 1, 1963........ v e ey
Canadian National 549 due December 15, 1964
Canadian National 3% due January 3, 1966.....................
Canadian National 23% due January 2, 1967....................
Canadian National 439, due April 1, 1967M . ............ ...
Canadian National 5% due May 15, 1968W... ... e
Canadian National 219 due September 15, 1969..............
Canadian National 2{%, due January 16, 1971.................
Canadian National 5%, due December 15, 1971®
Canadian National 339, due February 1,1974..............

Canadian National 289 due June 15,1975, .................

Canadian National 5% due May 15, 19770, ... .........

Canadian National 49, due February 1,1981...............

Canadian National 539 due January 1, 1985 ... ... ... iiiiieieiiiiininnens
Canadian National 5% due October 1,1987M . .....ovviiiiiiiiniiiiiiinen

Railway securities guaranteed as to interest only—

Grand Trunk 5% debenture stock, perpetual............oooiiiiiiiin.

Other outstanding guarantees and contingent liabilities—

Deposits maintained by the chartered banks in the Bank of Canada................
Loans maintained by approved lending institutions under National Housing Acts
PHiOT £0 1954 ACh. ...ttt ittt ettt it i a e e e
Loans made by lenders under Part IV of the National Housing Act, 1954, for home
extensions and imMprovements. ......o.e ittt i i e
Insured loans made by approved lenders under the National Housing Act, 1954.....
Guarantees to owners of returns from moderate rental housing projects..............
Insurance and guarantees issued or approved under Sections 21 and 214 of the Export
Credits Insurance Act.......... IR

" Loans made by chartered banks under the Farm Improvement Loans Act.........

Loans made by chartered banks under the Veterans’ Business and Professional Loans

D - U A T R T T
Loaxx made by chartered banks under the Prairie Grain Producers’ Interim Financing
LT £ T T T R
Loans made by chartered banks under the Prairie Grain Loans Act.......
Loans made by chartered banks under the Small Businesses Loans Act.... e
Loans made by chartered banks to the Canadian Wheat Board.............. PP
Loans made by chartered banks to the Canadian Wheat Board pursuant to the
Prairie Grain Provisional Payments Act...........oiiiiiiiiiiiiiiirinnnenaan.
Loans made by chartered banks under the Prairie Grain Advance Payments Act...

$

250,000, 000
198,981,000
35,000,000
50,000,000
72,750,000
56,400,000
70,000,000
40,000,000
,000

200, 000,000
6,000,000
85,950,000
300, 000, 000
99, 500,000
171,500,000
1,686,100,000

51,442

1,636,151,442

696,007,777
Indeterminate
9,131,768
3,553,231,426
Indeterminate

352,614,290
44,968,111

129,045
127,790

113, 555, 146

10,572
8,672,245

The original amounts issued were as follows: 1964 maturity $200,000,000; 1967 maturity $75,000,000;
1968 maturity $60,000,000; 1977 maturity $30,000,000; 1985 maturity $100,000,000; 1987 maturity $175,000,000;

these amounts were reduced by $1,000,000, $2,250,000, $3,600,000, $4,050,000, $500,000 and $3,500,000 respec-
tively through the operation of the company’s purchasefund and $19,000 of the 1964 maturity was exchanged

for a like amount of 5§% bonds due December 15, 1971.
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS

(in millions of dollars)

, 1961-62
— 1957-58 1958-59 1959-60 1960-61 (estimated)
$ $ $ $ $
Tax REVENUES
Income tax—
Personal . ... ... ciiiiiiiiiinn.n 1,499.8 1,353.5 1,566.6 1,711.2 1,800.0
Corporation @, ........cooviiii,. 1,234.8 1,020.6 1,142.9 1,276.6 1,205.0
On dividends, interest, etc., going
abroad.......coeeeiiiiiiiiiin 64.3 61.2 73.4 88.2 115.0
2,798.9 2,436.8 2,782.9 8,076.0 8,120.0
Excise taxes—
Salestax® @ ... ..., 703.2 694.5 732.7 720.6 774.0
Other excise taxes—
Automobiles..........cnuennes eee| - 72.3 59.3 64.3 59.6 25.4
Beverages (soft dnnks) .. 0.6
Candy and chewing gum .......... 0.7
Cigarettes, tobacco and cigars..... 142.4 148.0 185.5 193.7 221.7
Electric power export............. 1.4 1.2 1.3 1.6 1.4
Jewellery, watches, ornaments, ete. 5.3 5.6 5.6 5.9 5.7
Matches and lighters.............. 0.9 0.9 0.8 0.8 1.1
Television sets, radios, tubes and
phonographs......covviivininnnn . 16.9 17.8 17.8 15.9 17.6
Toilet preparations.............. . 6.3 6.8 7.7 8.4 8.9
WINES. . tvireinrereenrannosnreanen 2.7 3.1 3.0 3.2 3.8
Sundry commodities.............. 1.4 1.2 1.2 1.1 1.2
Interest and penalties............. 0.6 0.5 0.6 0.8 0.5
Lessrefunds........c.oovvueininnn —-0.7 —2.6 —0.4 —-0.3 —11.0
250.8 241.8 287.4 290.7 276.0
Customs import duties................ 498.1 486.5 525.7 498.7 539.0
Excise duties—
[ 910 5 17 T N 83.7 96.5 102.4 108.5 113.7
Ber. . uvvrveerinenaeiniinsiensacnens 88.2 83.1 90.7 91.0 95.6
Cigarettes, tobacco and cigars....... 131.7 141.2 146.2 149.6 158.3
LACENCES. .\ vvviverereeerarienainnns @ ] @ @ ®
Lessrefunds......coovovvinnvnennnn -3.5 —4.1 —4.1 —4.2 —4.6
800.1 816.7 835.2 844.9 3868.0
Estate tax @ ... ..cooiviiiniiniiannes 71.6 72.6 88.4 84.9 85.0
Miscellaneous tax revenue............. 0.1 ® ® @ ®
Total tax revenues.............. 4,622.8 4,247.4 4,752.3 '5,015.8 5,157.0
NoN-Tax REVENUES— )
Post office—net postal revenue. ....... 152.9 157.5 167.6 173.6 180.0
Return on investments................ 169.4 221.2 239.7 283.8 305.0
(1073 47 103.7 128.6 130.2 144.5 130.0
Total non-tax revenues.......... 426.0 507.3 537.5 601.9 615.0
ToraL REVENUES........ocovtn. 5,048.8 4,754.7 5,289.8 5,617.7 5,772.0
W Ezxcluding tax credited to the old age security fund— )
1961-6:
1957-58 1958-59 1959-60 1960-61 (estimated)
Personal income tax............coooiiiienn 135.0 146.4 185.6 229.4 259.0
Corporation income ta: . 60.7 55.3 91.3 103.5 100.0
Sales taK. ..ottt e 175.8 173.6  270.0  270.2 290.0

@ Net after deduction of refunds and drawbacks as well as transfers to the old age security fund.

®Less than $50,000.

WIncludes duties levied under the Dominion Succession Duty Act.
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES
FOR THE LAST FIVE FISCAL YEARS

(in millions of dollars)

= 1961-62
— 1957-58 | 1053-50 | 1959-60 | 1960-61 | JISPI°CR
$ $ $ $ $
AGRICULTURE~— . :
Administration and general........... 2.6 3.6 3.6 4.4 5.2
Agricultural products board—net oper-
atingloss........................... 4.9
Agricultural stabilization board—net
operating loss....................... 6.0 15.0 67.7 53.4 23.0
- Assistance re storage costs of grain. ... 33.3 38.4 42.3 48.2 49.0
Board of Grain Commissioners........ 6.3 6.1 6.1 6.3 6.5
Prairie farm emergency fund—deficit . . 5.9 17.0 12.5 9.2 49.5
Production and marketing branch..... 20.3 23.2 25.4 29.3 34.0
Contributions to Alberta, Saskat-
chewan and Manitoba—unhar-
vestederops...................... 4.7 1.4
Payments to western grain producers. 41.3 40.5 40.5
Freight assistance on western feed
grains. ... ..iiiiiii e, 17.5 20.0 23.8 19.2 16.7
Premium on hog and lamb carcasses
suitable for export to United King-
L3 ¢ o I 5.5 6.9 8.2 6.6 7.2
Rehabilitation and reclamatio
Projects......ovviriiiennnnn, .. 12.5 13.5 17.8 20.2 26.6
Research branch...................... 22.0 23.6 25.6 26.2 26.2
181.9 208.6 297.6 £64.9 289.8
ATOMIC ENERGY .. ....oiiinineennnnnnn.. 21.6 26.1 -30.1 38.9 35.3
Avuprror GENERAL'S OFFICE. ............ 0.8 0.8 - 0.9 0.9 | 1.1
BoArD or BRoapcasT GOVERNORS. ... ... 0.1 0.2 - 0.3 0.3
CANADIAN BROADCASTING CORPORATION —
- Grants toward the anticipated operat-
ing deficit and capital expenditures
of the radio broadcasting and tele-
vision services.............cvuunn... 2.4 50.3 61.9 64.9 75.3
International service.................. 1.8 1.9 2.0 1.9 1.7
. Payment from the consolidated rev- ’
enue fund of amounts equal to taxes
collected under the Excise Tax Act
in respect of radio and television sets
and equipment....... et aiieae, 16.8 . 9.8
. 43.0 62.0 68.9 68.8 7.0
Orrice or THE CHiEr ELECTORAL OFFICER. 13.6 3.2 0.3 0.6 0.3
CimzENsHIP AND IMMIGRATION—
Administration and general. .......... 1.9 2.1 2.1 2.4 2.6
Immigration branch.................. 22.1 14.4 11.7 12.3 12.5
Indian affairs branch........;........ 27.8 36.4 41.1 46.4 51.0
51.8 52.9 64.9. 61.1 66.1
CrviL SERVICE COMMISSION. . ... ......... 3.2 3.5 3.7 4.2 4.7
DerFENCE PrRODUCTION— . . : '
Administration and general........... 10.2 12.1 15.0 18.6 22.4
Production capacity and eapital assist-
ance to defence industry............. 4.8 1.8 2.6 1.8 2.3
15.0 18.9 17.6 20.4 84.7
EXTERNAL AFFAIRS....... e 15.7 17.0 16.9 19.4 22.0
. Contributions to international economie
and special aid programs............ 38.0 40.0 . 57.2 66.8 61.0
Other payments to international or- ’ .
ganizations and programs. .......... 6.7 18.8 23.1 18.8 12.0
: 60.4 76.8 97.2 108.0 86.0
FINANCE—
Administration and general........... 7.6 10.2 10.8 19.9- 19.6
Office of the Comptroller of the Treas- ’
2 2 e eereeaaerenans 17.5 17.9 18.2 19.8 21.5
Grants to Canada Council. ,.......... 100.0
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES

FOR THE LAST FIVE FISCAL YEARS—Continued
(in millions of dollars)

— 1957-58 | 1058-50 | 1959-60 (estimaiad)
$ $ $ $
FiNaANCE—concluded—
Grants to municipalities in lieu of tazes
on federal property.............. ... 17.5 21.9 22.5 24.7
Grants to universities................. 16.6 25.5 26.1 19.4
Government’s contributions, with re-|
spect to the superannuation ac-
count—
General. .....cooviiiininiiiieniin 33.8 37.7 40.0 46.9
Special. ... 44.3

Payments to provinces—

Statutory subsidies................. 20.6 20.6 20.8 23.5
Tax-sharing arrangements, 1956 act. . 353.3 423.1 485.4 502.7
Transfer of certain public utility tax

TeCEIPES. oottt e 7.4 8.7 4.8 6.4
Transitional grant to Newfoundland 1.4 1.0 0.7
Additional grants to Newfoundland. . 13.6 7.3 8.0

Premium, discount and exchange...... 0.2

Public debt charges—

Interest on public debt........... ... 539.2 606.6 735.6 804.0
Cost of issuing new loans and annual
amortization of bond discounts

and commissions............ ... 27.7 40.8 47.3 34.9

Servicing of publicdebt............. 0.5 0.6 0.5 0.8

1,187.4 1,228.2 1,420.2 1,612. 4.

FISHERIES. .. ..c.cviiinvnncrronernnnnns 16.4 17.5 19.9 24.3

FORESBTRY s ovvvvnieinenracennionnenannns 9.6 9.8 9.9 15.1
GOVERNOR GENERAL AND LIEUTENANT-

GOVERNORS . . 00vveneennernnraneenesns 0.4 0.4 0.4 0.5
INSURANCE .. ..vvvenereraencinennanannes 1.2 1.2 1.2 1.4
JUBTICE. . ..o v iveeaenaiaeinnnranensnns 7.2 7.6 8.1 9.7

Office of the Commissioner of Pen- .

itentiaries............coveenininin. 12.7 16.7 19.7 25.0
19.9 24.8 £7.8 84.7
LABOUR. ¢t vittvntansrsnennennneenennes 10.2 14.2 21.1 85.4
Goveriment annuities—amount re-
quired to maintain reserve.......... 1.2 0.2 0.2
Unemployment Insurance Commis-|
BIOI—. . .iiitiiiiieieii it
Administration and general. ........ 32.5 35.3 35.9 46.1
Government's contribution.......... 37.8 37.1 45.7 56.6
81.7 86.8 102.9 188.1
LEGIBLATION—

House of Commons.........cocevuenn. 5.0 5.6 5.6 6.3 6.3

Library of Parliament................ 0.3 0.3 0.3 0.3 0.3

Senate....cooeniiiiiiiiiiiiiiii e 1.5 1.7 1.8 1.9 1.8

6.8 7.6 7.7 8.6 8.4
MINES AND TECHNICAL SURVEYS........ 18.7 22.7 23.7 .27.7 36.8
Dominion Coal Board................ 8.8 11.3 17.6 19.3 20.0
Emergency gold mining assistance.. .. 8.6 9.8 13.1 12.1 12.5
86.1 48.8 64,4 69.1 69.3
NatioNAL DerENCE—
Defence forces, army, naval and air
[ 08 (01 1,415.0 1,222, 1,397.1 1,496.5
Defence research and development. ... 78.7 74.4 39. 42.
Government’s contributions with re-
spect to Canadian f{orces superan-
nuation account...........coieeeanan 49.7 49.5 51.8 40.5 56.0

Mutual aid to NATO countries........ 118.5 70.7 18.4 14.6 10.2

Pensions—payments under Defence .

Services Pension Act............... 5.8 6.0 6.3 6.7 7.3

Other....oovirrievneaiiienieneeennens 1.8 2:4 3.8 7.8 9.1

1,669.6 1,4856.7 1,616.6 7.6 1,622.0
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES

FOR THE LAST FIVE FISCAL YEARS—Continued

(in millions of dollars)

—_— 1957-58 | 1958-50 | 1080-60 | 1960-61 | 19162 4
$ $ $ $ $
NartioNaL Fium BoARD.................. 4.0 4.3 4.6 4.9 5.2
NaTIONAL GALLERY OF CANADA.......... 0.6 0.6 0.7 0.9 1.0
NarioNaL Hearre AND WELFARE—
Administration and general. . . ........ 4.5 4.6 4.5 5.1 6.3
National health branch—
General health grants............... 34.6 45.9 46.0 48.0 49.0
Government’s contributions under
the Hospital Insurance and Diag- :
nostic Services Act............... 54.7 150.6 189.4 284.0
L 29.8 31.2 30.6 32.4 34.8
Welfare branch—
. Family allowances.................. 437.9 474.8 491.2 - 506.2 520.9
Old age assistance, blind persons and
disabled persons allowances. ... ... 39.7 49.7 50.6 51.3 51.0
Old age security fund—deficit. 103.9 184.0
Unemployment assistance 8.2 23.9 40.2 51.5 88.0
Other.. ..o, 3.1 3.1 3.0 3.3 3.4
661.7 871.9 816.7 887. ¢ 1,087.4
Narionar, ResearcH Councir, including

the Medical Research Council......... 21.6 25.4 31.5 3.4 38.7
NATIONAL REVENUE..........c.vuun.... 67.7 68.8 68.7 73.3 75.9
NORTHERN AFFAIRS AND NaTioNar Re- ’

BOURCES. c. it iveinnniiinnrenennenans, 41.9 58.0 74.3 74.3 86.5
Post OFFICE. ..ovivviiiiee e, 153.3 157.8 165.8 178.4 188.6.
Prrivy Couwcm, including Prime Min-

ister’s Office.............oovvevnennnn. 0.6 1.1 1.4 1.9 4.9
Pousric ARCHIVES AND NaTioNAL LIBRARY 0.7 0.7 0.7 0.8 1.0
PusLic PRINTING AND STATIONERY...... 3.3 3.5 3.5 3.5 4.1
PuBLIc WORKS...........ocoieiinnn.. 156.6 170.1 158.5 145.9 .. 142.6

National Capital Commission. ........ 3.3 4.9 6.2 6.3 8.8

Trans-Canada highway contributions. . 49.4 51.1 53.2 48.7 42.0

209.8 226.1 217.9 200.9 198.4
RoyvarL CanapiaN MounteDp PoLice. .. ... 47.4 51.7 52.4 56.0 61.1
SECRFTARY OF STATE...ocvuvrvrrennennns. 4.0 4.4 4.7 4.9 5.1
TRADE AND COMMERGE.........c......... 17.1 19.9 17.7 21.4 39.5
National Energy Board............... 0.2 0.4 0.5
17.1 19.9 17.9 21.8 40.0

TRANSPORT—

Administration and general........... 3.7 4.0 4.6 5.0 5.8

Alrservices...........ovieiiiiinnnnn. 90.3 115.4 124.1 133.9 152.0

Canadian Maritime Commission...... 5.2 5.9 6.7 6.9 11.2

Canal Services......o..oeeeeeennnnnn.. 8.6 9.7 5.8 6.4 5.3

Marine services....................... 32.8 51.8 53.3 42.7 47.2

Non-active assets—

National Harbours Board........... 4.8 4.3 2.0 0.6 5.0

Railway and steamship services....... 5.7 1.8 3.7 6.2 6.5

Deficits— :

Canadian National Railways...... 22.1 51.6 43.6 67.5 67.3
Canadian National (West Indies)

Steamships Ltd................. 0.6 1.2
North Sydney—Port aux Basques

ferry and terminals............. 6.0 5.8 5.8 5.4 7.1
Prince Edward Island car ferry

and terminals................... 2.0 2.0 2.6 2.6 3.1
Yarmouth—Bar Harbour ferry

BEIVICE....eviervneininnenrnnns. 0.3 0.2 0.2 0.1 0.1
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES
FOR THE LAST FIVE FISCAL YEARS—Concluded

(in millions of dollars)

— 1057-58 | 1058-59 | 1959-60 | 1960-61 (esli?iellmetid)
$ $ $ $ $
TrANSPORT—concluded— .
Freight Rates Reduction Act....... 7.8 20.4 20.0
Interim payments related to the rec-| :
ommendations of the Royal Com- ;
mission on Railway Problems..... 50.0

Maintenance of trackage............ 7.0 7.0 7.0 7.0 7.0

Maritime Freight Rates Act........ 12.6 13. 1 14.3 14.1 12.3

Contribution to the railway grade

crossing fund..........oooiieenn 5.0 15.0 15.0 15.0 10.0
Trans-Canada Air Lines—deficit...... 2.6 6.5
206.7 288.8 296.6 886. 4 416.4
VETERANS AFFATRS—
Administration and general........... 6.2 6.3 6.4 6.7 6.9
Hospital accommodation, additions,

alterations and improvements....... 3.3 3.3 4.5 6.1 5.3
Pensions......oovveineneeiiniiiniinnes 145.6 150.7 149.7 150.7 177.6
Provision for reserve for conditional -

benefits....ooov i 5.2 4.4 3.8 3.4 3.2
Soldier settlement and veterans land .

BCES. o i ittt i e 5.6 5.4 5.2 5.2 4.7
Treatment and welfare services....... 56.4 56.1 52.6 52.6 53.2
Veterans allowances, treatment allow-

ances and other benefits............. 53.1 60.4 63.2 64.7 81.0
War service gratuities. and re-estab- X

lishment credits. ................... 1.8 2.2 2.9 2.9 2.2

27.2 288.8 288.8 £292.8 834.1
ToTAL EXPENDITURES....ccven... 5,087.4 5,364.0 5,702.9 5,958.1 6,563.4
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ANNUAL CHANGES IN LOANS AND INVESTMENTS FOR THE LAST FIVE
FISCAL YEARS

(in millions of dollars)-

— 1957-58 | 1958-50 | 1959-60 | 1960-61 (egé’i‘i;‘ﬁd)
$ $ H $ $
Loans to, and investments in, Crown cor-

porations—

Atomic Energy of Canada Limited. . 3.2 2.7 0.6 1.5 2.6
Canadian Broadecasting Corporation. —0.3 —27.0 3.0

Canadian Commercial Corporation. . 2.0 1.0

Canadian National Railways. ....... -10.7 199.5 -261.4 —116.5 76.4
Canadian National (West Indies)

Steamships Limited............ —-0.2 -0.3 —-0.2 -1.0
Canadian Overseas Telecommunica-

tion Corporation................ 0.3 0.3 9.6 | . 9.1 2.7
Central Mortgage and Housing Cor-

pPOration .................en.... 107.5 335.6 315.1 192.0 198.0
Export Credits Insurance Corporation 8.0
Farm Credit Corporation. .......... 14.3 22.0 28.5 40.1 54.0
National Capital Commission....... 2.1 5.0 10.7 7.4 9.3
National Harbours Board........... 11.1 20.2 15.8 11.4 6.6
Northern Canada Power .Commis-

(o), T, 6.7 7.3 12,9 5.4 5.2
Northern Ontario Pipe Line Crown N

Corporation..................... 70.5 42.8 8.0 2.2 -2.9
The St. Lawrence Seaway Authority| 99,2 0106.1 n33.1 24.0 10.0
Trans-Canada Air Lines............. . 2.5 1.0 1.3 —-2.2
Other..........ooooviinninnn..., 0.1 -0.1 0.1 =0.1

808.8 716.7 175.6 181.0 | ,— -%67:6"
Loans to national governments—
United Kingdom—
The War Appropriation (U.K. Fi-
- nancing) Act, 1942............... —30.0 —22.5 .
" The United Kingdom Finaneial :

Agreement Act, 1946............ 044.2 —16.1 —16.4 —16.7 —17.1.
Export Credits Insurance Act....... -19.9 -17.9 ©—17.9 —15.2 —15.2
Special loans to Colombo plan coun-

tries to finance the purchase of

wheat and flour from Canada.... 16.2 18.3 0.5 -3.5 -=5.0
Other.....oooovviiiiiii i, -1.1 —-0.8 ~0.6 —0.9 —~1.1

9.4 —389.0 —84.4 —86.8 —388.4
Other loans and investments—
Subscriptions to capital of, working
capital advances and loans to,
international organizations—
Canada’s subscription to capital
of — .
International monetary fund..... 5.0 —-2.6 | 235.4 15.0 19.0
International bank for recon- . \
struction and development. . ) 2.8 2.8
International development asso-
wclation...................... 8.5 7.9
Working capital advances and loans|

to international organizations. ... —0.2 -0.1 —0.3 —-0.4
Loans to provincial governments. ... ®1.0 025.5 —6.0 —5.6 —8.5
Balances receivable under agree- T o

ments of sale of Crown assets.... —4.4 o—2.9" -3.1 -3.9 -1.5
OM age security fund................ -1.5 28.0 -10.7 -17.3
Unemployment Insurance Commis-|

5101 : 67.0 —67.0
Veterans land act advances.......... -3.2 -3.0 0.6 14.5 12.3

L 9.4 3.4 —-3.4 0.4 5.1

. 6.1 20.4° 251.4 87.7 —47.6
Net total of changes in loans and
investments..................... 319.3 698.1 392.6 232.4 281.6

M Includes deferred-interest,~ -~ -~ -~ )
" ® Deferred interest. B B ’
® $4 million in overpayments to provinces arising out of 1952 tax rental agreements offset in part by
repayments of $3 million.
@ Loan of $29.5 million to New Brunswick in respect of the Beechwood Power Project offset in part by
repayments of $4 million on other loans. . )

LR
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UNMATURED DEBT INCLUDING TREASURY BILLS AS AT MARCH 31, 1962
ND THE ANNUAL INTEREST THEREON

_ Date of Rate Amount Annual
maturity per cent of loan interest
$ $
Payable in Canada—
Loan of 1961 AT. 3| 1962 May 1 3 100, 000, 000 3,000,000
Loan of 1960.. K June 15 3 190, 000,000 5,700,000
Loan of 1961 . Aug., 1 3 335,000, 000 10,050, 000
Canada savings bonds 1951. . Aug. 1 33 ) 24,398,250 853,939
Loanof 1959............cttn T.35 Oct. 1 53 201,821,000 | 16,050,155
Loanof 1960................ T.40 Dec. 1 4% 140,000,000 5,950,000
Loanof 1961......0cvveiriniananannastn AT. 2 Dec. 15 3% 375,000,000 13,125,000
Loan of 1959, ... .cccviiiiiinaneanes T.331 1963 Jan. 1 4 100, 000, 000 4,000,000
Loan of 1960.........vieerienrnnaenes T.37 Apr. 1 5% 448,072,000 { 24,643,960
Loan of 1961 and 1962............. ..., AT.10 Apr. 1 23 300, 000, 000 8,250,000
Loanof 1961........cvviriiiivennnnene- AT. 7 June 1 23 175,000,000 | . 4,812,500
Canada savings bonds 1952............. 8.7 Aug. 1 33 m 286,539,950 995,248
Eighth victory loan.......coooovvninnn P. 5 Oct. 1 3 223,020,200 6,690,606
Loan of 1960......ccvviiiiininiannanns T.42 Dec. 15 4 300, 000, 000 12,000,000
Loanof 1961.......cciiieniinnnnnnnnes AT. 1] 1964 May 1 4 360, 000,000 14,400,000
Loanof 1961.......cciiiineruinanrannns AT. 8 Oct. 1 3% 250, 000, 000 8,125,000
Loanof 1961..........civirennnnnaadens AT. 5 Dee. 1 4 240, 000, 000 9,600,000
Conversion loan of 1958................ T.27} 1965 Sept. 1 33 1,265,890,600 | 47,470,898
Canada savings bonds 1953............. S.8 Nov. 1 33 m 99,721,250 3,402,045
Ninth victory loan.........coevenvnunn. P. 7| 1966 Sept. 1 3 245,202,200 7,356,066
— Canada savings bonds 1954............. S. 9 Nov. 1 3 M 53,397,400 1,735,415
Loan of 1961 AT. 6 Dec. 15 4 175,000,000 7,875,000
Loan of 1961 . 1 4 100, 000,000 4,250,000
~CGaiiada savings bonds 1955............. . ov. 1 3 ™ 51,732,400 1,681,303
Loanof 1961............ . . 15 4 100, 000, 000 4,250,000
Refunding loan of 1950...... P.9 une 15 2 308, 581,000 8,485,978
Canada savings bonds 1959......... S.14 ov. 1 4 w1,117,117,950 | 47,477,513
Loan of 1960.........ciieiriinnnennons T.39| 1969 Apr. 1 5 80, 000,000 4,400,000
Canada savings bonds 1956............. S.11 ay 1 3 ) 89,819,650 3,143,688
Loanof 1958......iviiiiiiiianainnn T.24| 1970 May 1 3 200, 000, 000 7,000,000
Canada savings bonds 1957............. 8.12 Nov. 1 4 (663,857,100 | 31,533,212
Canada savings bonds 1960............. S.15 Nov. 1 4 (1685,889,700 | 27,435,588
Canada savings bonds 1961............. 8.16| 1971 Nov. 1 4 1)988,958,000 | 42,030,715
Conversion loan of 1958................ T.28] 1972 Sept. 1 4 1,9287,228,800 | 54,707,224
Canada savings bonds 1958............. S.13; 1973 Nov. 1 4 251,529,800 | 10,690,016
Loan of 1959. .. .cveivirnennneniinnneannn T.36] 1975 Oct. 1 5 122,631,000 6,744,705
Loanof 1960.......coevvniiniaiiaiiiins T.38| 1976 Apr. 1 5 928,000 51,040
TLoanof 1954........... T.11 “~June 1 3 250, 834, 500 8,152,121
Loan of 1953 and 1958 T, 5 1978 Jan. 15 3 216,358, 500 8,113,444
Loan of 1954....c.ivvnrrrerernerennoces T.13| 1979 Oct. 1 3 351,271,500 11,416,324
Conversion loanof 1958................ T.29( 1983 Sept. 1 4 2,027,929,450 | 91,256,825
Conversion loan of 1956................ T.15 1998 Mar. 15 3 198,130,000 7,429,875
Toan of 1936... ... vvererenivininnans P. 1| - Perpetual 3 55,000,000 1,650,000
Three-month treasury bllls ............. ®3.12 1 1,235,000,000 | 37,791,000
Six-month treasury bills............... 3,29 650,000,000 | 21,125,000
Special non-marketable bonds (U.L. C ) 33 53,000,000 1,987,500
16,794,860,200 | 658,888,903
Payable in London— :
Loan of 1933/34......c000ue cinresaene 1963 July 1 3 30,010,702 900,321
Loan of 1938....cvveverenrenes veeraes vee July 1 3% ) 1,978,362 64,297
31,989,064 964,618
Payable in New York—
TLoan 0f 1949, ...t iieeieiiircetaneenenssennins 1974 Sept. 1 23 (960,206, 000 1,655,665
Loan of 1950....c0vvveevenss Creeersreriraeaes .| 1975 Sept. 15 23 37,969,000 1,044,148
98,175,000 2,699,813

16,925,024, 264

662,553,334

Nore—Where various rates of interest are applicable during the term of & loan the interest rate in effect

at March 31, 1962 has been used.
) Estimated.

® Rate of discount at tender on March 29, 1962,

‘(» Conversion rate $2.80= £1.
4 Conversion rate $1 Can.=8$1 U.8.



