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BUDGET SPEECH

DELIVERED BY

- HON. WALTER L. GORDON

MINISTER OF FINANCE

HOUSE OF COMMONS, MONDAY, APRIL 26, 1965

THE BUDGET
ANNUAL FINANCIAL STATEMENT OF THE
MINISTER OF FINANCE

Hon. Walter L. Gordon (Minister of Finance)
moved:

That Mr. Speaker do now leave the Chair for the
House to go into Committee of Ways and Means.

He said: Mr. Speaker: It gives me a great
deal of satisfaction to be able to report to
the House, and to the country, on the state
of our economy and of our national finances.
There has been a great. and encouraging
improvement in economic conditions, and in
the state of the budget during the past two
years. This robust expansion must be con-
tinued. With the budget under control, we
must use our fiscal policies to achieve the
nation’s goals. The primary objective now
is a healthy rate of sustained economic
growth.

[Translation]

I am glad to note that -all regions in
Canada have shared in this expansion. The
Atlantic provinces and the province of Que-
bec, for example, have experienced sub-

stantially increased economic activity. I be-
lieve that it is'in this context of a prosperous
and expanding economy, benefiting all Cana-
dians, that we shall best succeed not only
in maintaining but in strengthening the unity
of our great country.

[Text]

Economic Objectives

When this government first came into office
we stated a number of economic objectives.
Our first goal was a high level of employ-
ment for Canadians and the reduction of un-
employment. The second was a high and
sustainable level of economic growth.
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Third, we wanted a better regional balance
in both employment and growth. We also
wished to bring into closer balance our trade
and other current international transactions.
To realize these objectives, we recognized
that our industry, especially our manufactur-
ing industry, would have to become more
vigorous and competitive. We expected that
as unemployment was reduced and these
other objectives achieved, we would also be
able to move toward a balanced budget. More-
over, we sought over the long term to improve
the degree of participation-by Canadians in
the ownership and direction of businesses
operating within our borders and using our
resources.
We may all take pride in the extent to
which these goals have been achieved.
Almost half a million new jobs have been
created since the spring of 1963.
Unemployment had fallen by last month
to 3.9 per cent, on a seasonally adjusted
basis; which is just about half the 7.7 per
cent reached in the first quarter of 1961.
This improvement in employment was not
confined to one -or two favoured parts of
Canada. During the’ past two years some of
the most rapid increases in employment took
place in those sections of the country where
unemployment had been  particularly high,
The decline in the unemployment rate in the
Atlantic provinces and British Columbia was
of the order of one third between the last
quarter of 1962 and-the last quarter of 1964;
in Quebec there was a reduction of one-

_quarter. In Ontario and in the prairie prov-

inces unemployment by the last quarter of

1964 was down to about 3 per cent.

We have also had a rapid increase in the
Gross National Product. In the two years
1963 and 1964, the value of the nation’s out-
put increased by 6.5 per cent and 8.9 per




cent, or by a total for the two-year period
of about 16 per cent. Incomes have improved
materially. The value of construction of all
kinds increased by more than 20 per cent
from 1962 to 1964, and housing starts went
up from 130,000 to 166,000—that is, by more
than one-quarter. :

@ (8:10 p.m.) ’

In our dealings with other countries we
have achieved a considerable improvement
in our balance of trade and payments. Our
deficit on current account in 1964 was less
than one-third what it was at its peak "in
1959. :

Mr. Diefenbaker:
statistics.

Mr. Byrne: Sour grapes.

Mr. Gordon: This improvement was achieved
not by restricting imports and travel by Cana-
dians, but by a vigorous expansion of our ex-
ports. Our secondary manufacturing industry
has accounted for an important part of this
change.

The improvement in our international bal-
ance of payments, and indeed in our rate of
economic growth in general, could not have
come about if we had not been able to keep
our prices and costs competitive. Canadian
prices have risen less in the last two years
than have those of any other industrial coun-
try in the world except the United States.

Along with these improvements in the per-
formance of the economy we have been able
to bring about a dramatic improvement in
the federal budget. The 1962-63 fiscal year
produced a budgetary deficit of $692 million.
This has been reduced to $83 million for the
fiscal year just ended.

If the accounts are translated into a form
more suitable for measuring their impact on
the economy, that is, into terms of the na-
tional economic accounts, the change in two
years is from a deficit of $399 million in
'1962-63 to a surplus of $332 million in the
last fiscal year—an improvement of over $700
million.

. These achievements have taken place
against' the background of the longest period
of peacetime economic expansion we have
enjoyed in the present century. However, the
pace. of our expansion has not proceeded with-
out faltering. There was a noticeable pause
in the advance at the end of 1962.

New Policies .. ;. ,

. Inrno small measure the strength. of the
expansion, certainly since 1962, is.due to the
introduction of new policies.

[Mr. Gordon.]

All kinds of selective

4

achieved enable us to describe them as effec-
tive policies. They include:

(a) Strong incentives in the form of capital
cost allowances to Canadian-owned manufac-
turing and processing companies installing
new machinery and equipment.

(b) Similar inducements, together with a
three-year tax exemption, for new manufac-

turing and processing companies to establish

in designated areas of slow growth and high
unemployment.

(c) Special arrangements to improve the
efficiency of our automobile industry - -and to

.. secure a fairer share of the total automotive

production of North America.

Mr. Starr: Sixteen hundred laid off in
‘Windsor. ’

Mr. Gordon: There seems to be a little
noise, Mr. Speaker, but this will prove to be
one of the most important policies ever in-
troduced in Canada. :

(d) Establishment of the Municipal De-
velopment and Loan Fund, to assist munici-
palities, with provincial approval, to accel-
erate their capital spending programs.

(e) Establishment of the Atlantic Develop-
ment Fund of $100 million to stimulate eco-
nomic activity in the Atlantic provinces.

(f) The highly effective $500 bonus for
winter-built houses, and other increased help
for housing and urban development.

(g) The provision of massive assistance to
the provinces in the fields of technical and
vocational training.

(h) The provision of guaranteed loans to
students to assist them with their university
education costs, and the provision of youth
allowances to young people 16 and 17 years
of age who remain in full-time education.

(i) A vigorous expansion in the loan pro-
grams of the Farm Credit Corporation.

(3) Increased amounts and improved terms
for credits and insurance to finance a rapid
increase in exports. . .

(k) Improved fiscal arrangements with the
provinces to enable them to do their impor-
tant part in a growing modern economy.

() And last, but certainly not least, there
has been a monetary policy which enabled
the demands of economic growth to be met
without a tightening of credit conditions.

Partly as a result of such policies, the
Canadian economy in the past two years has

_expanded faster, and unemployment has been

The results:

reduced further than in the United States.

It might interest hon. Members ‘to know
that in the United States last year, 1964, the
total output of the economy of that country



increased by 6.6 per cent. In Canada the in-
crease was one third as much again.

In 1964 unemployment in the United States
was reduced by 7 per cent. The rate of reduc-
tion in Canada was almost twice that figure.

Current Situation and Outlook

" The economy is currently in a very healthy
state. Unemployment is at its lowest level
since 1957. Our output of goods and services is
at record heights and is still rising. Prices are
reasonably stable. Our international competi-
tive position remains strong. The capacity of
our industry is being used more fully. Busi-
ress confidence is reflected in the highest
level of capital investment we have ever had.
All areas of the country, almost all types
of industry and agriculture, and most groups
in the community are sharing in -this advance.

Mr. Winkler: Is that why the farmers are
coming to Ottawa on Wednesday?

Mr. Pearson: To get even more.

Mr. Gordon: I thought all the farmers were
over there, Mr. Speaker, but they won’t be
like that after the next election.

We may view our prospects for the coming
year with confidence. Canadians in the ag-
gregate, both individuals and businesses, and
their governments will invest and consume
substantially increased  quantities of goods
and services in 1965.
® (8:20 p.m.)

The economies of the nations with whom
we trade, subject to one or two exceptions,
are continuing to expand, and the markets
for our exports should continue to grow. We
have sufficient productive capacity in Canada
to meet our own needs and those of our
trading partners. New investments now being
made will increase our capacity to produce.
And last—but of great importance—we have
the most rapidly growing labour force in
the industrialized world and it is better
trained than ever before.

Mr. Diefenbaker: Thanks to Mr. Starr.
Some hon. Members: Oh, oh.

An hon. Member: Even he

couldn’t keep
a straight face. :

Mr. Gordon: It is this growth in our labour
force which provides the fou_ndatioh for rapid
economic growth in Canada. It also makes it
necessary. This necessity for growth in order
to put our young and rapidly growing labour
force to work was the central feature of the
First Annual Review of the Economic Coun-
cil, published several months ago.
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Economic Council Review

Honourable ‘members will recall the main
projections which the Council brought to the
nation’s attention: that between 1963 and 1970
Canada’s labour force can be expected to grow
by 2.7 per cent per year on the average; that
the potential productivity of our workers—
that is, output per person employed—can be
expected to increase by 1.9 per cent per year;
that, if the level of unemployment can be re-
duced to an annual national average of 3 per
cent—which the Council regards as a realis-
tic objective—and if ‘we can catch up the lag
in our productivity gains between- 1957 and-
1963—we can reach an average rate of
growth in .our production over this period
of 54 per cent. The Council points out how
the achievement of this rate of growth would
require and make possible rapidly expand--
ing levels of consumer expenditures, govern-
ment expenditures, business investment and
exports.

The realization of the true potentials of the
Canadian economy is a goal which all of us
can accept. The problem has been, and will
always be, to develop and put into effect
the kind of policies needed so that each major
part of the economy can make its full con-
tribution. The Council has given us helpful
advice in this regard. )

There are, as the Council has pointed out,
some especially difficult problems before us.
Canada must train and place in the right jobs
an enormous number of young people if we
are to achieve the potentials the Council
anticipates. Industry must grow at a pace
which will provide these jobs and must
increase its productivity. The ecapital must
be found which industry, and governments,
will require to finance this expansion. And
above- all, Canadians must find, and be effi-
cient in competing_ for, the domestic and
foreign markets for the goods which an
expanded economy will be capable of pro-
ducing. .

To achieve all of this will be difficult
enough, but our very success in doing so will
itself pose problems.. A higher rate of pro-
ductivity is essential to the achievement of
the nation’s economic potential, and its ability
to compete, but it means we have to find more
markets to employ our manpower. Rapidly
rising production generates more employment,
but it could also.lead to the large deficits in
international payments which the Economic
Council has projected in its model. These

- must be .avoided.




Balances of Payments

We hear a great deal these days about the
balance of payments problems of our friends
the British and the Americans. The British
problem springs in considerable part from the
strain which has been placed on their pro-
ductive capacity and which their recent
budget is designed to relieve. The essence of
the Americans’ problem is that the very large
surplus they earn in trade and other current
transactions is substantially less than what is
needed for the large scale private investment
by Americans all over the world, in addition
to the requirements of defence overseas and
foreign aid.

Our problem is unlike either- of these.
Although we still have some room in our
economy for increased production without
undue strain, we continue to have a deficit in
our current transactions with the rest of the
world. To be sure, last year we achieved a
trade surplus of $700 million. But we used up
this surplus and more in servicing past debts,
in paying dividends to foreigners, and in mak-
ing other kinds of current payments. Qur cur-
rent operating deficit was, I am glad to say,
lower than it had been for ten years. But it is
still sizeable. Furthermore, last year we ex-
ported large quantities of wheat to Russia, and
we cannot count on having such large markets
for our wheat on a continuing basis.

Our persistent international payments prob-
lem is apparent not only in the total size of
our current account deficit, but also in its
structure. Last year our current account
deficit with the United States reached nearly
$1.7 billion. This was largely offset by a
surplus of $1.2 billion on merchandise and
non-merchandise trade with the rest of the
world, including the large wheat sales to
communist countries. These transactions still
left us with a current account deficit of $453
million which we had to finance.

In order to provide jobs to match the quite
exceptional growth of our labour force we
will need high levels of capital investment

in the next few years, higher than the present -

physical capacity of the economy can be ex-
pected to meet. I do not anticipate difficulties
in financing outside Canada the moderate
amounts really required for this purpose, but
this dependence on foreign savings should
not be permitted to persist indefinitely. The
world is hungry for capital for investment
both in developing and in industrialized
countries. The major source of capital, the
United States, is having to restrict its invest-
ments abroad. We would be foolhardy if we
assumed that over the long term the capital
[Mr. Gordon.]

_needed to cover our -continuing current

account deficits, whatever their size, would
always be ours for the asking.

Financial Markets

“The performance of our financial markets
during 1964 was remarkably good. Through
the first half of the year, they weathered
successfully the continuing uncertainties aris-
ing out of the United States’ Interest Equal-
jzation Tax. Later they adjusted readily to the
disturbances arising out of the United King-
dom balance of payments problems. In spite
of these difficulties the Canadian -capital
markets handled a greater volume of new
issues than in the previous year.

The substantial improvement in the federal
government’s financial position enabled us to
reduce our demands on the market, thereby
making room for other borrowers. The im-
provement in the government’s position also
made it easier for monetary policy to continue
to give support to economic expansion. In-
terest rates were slightly lower at the end of
the year than they had been at the beginning.

The House will recall that, at the time the
United States’ Interest Equalization Tax and
the Canadian exemption were announced in
July, 1963, the Canadian government stated
its intention not to seek to increase Canadian
exchange reserves through borrowing in the
United States. During 1964 Canadian mone-
tary and debt-management operations were
undertaken with a view to their effect on
Canadian borrowers who might seek funds in
the United States, as well as with a view to
domestic conditions. The interest rate dif-
ferentials between Canada and the United
States fell, during the course of 1964, to the
lowest level for some time,

The financial disturbances at the time of
the sterling crisis and the raising of the bank
rate in Canada were not allowed to interfere
with this development. In fact, the careful
handling of that situation by the Bank of
Canada considerably assisted in meeting this
objective and keeping our capital market
working. effectively.

The past year was marked by a further
evolution of the international financial ma-
chinery. Just as Canada benefited from the
rapid assembly of massive financial -assistance
at the time of her exchange crisis in 1962, so
Britain was the recipient of even more mas-
sive aid in the autumn of 1964. Canada was
an active and major participant in this
operation.



e (8:30 p.m.)
International Liquidity

During the year representatives of the gov-
ernment took part in a series of international
discussions on world liquidity. The question
at issue has-been whether the total of inter-
national reserves, such as our own reserves
of gold and foreign exchange, when com-
bined with official international credit ar-
rangements such as those provided by the
International Monetary Fund or by arrange-
ments between central banks, is sufficient to
support the growing level of international
trade and payments both now and in the
years ahead.

As Minister of Finance I attended meetings
of the so-called “Group of Ten” in Paris last
June and of the Board of Governors of the
International Monetary Fund in Tokyo last
September. The most immediate result of
these discussions is that the Fund itself is to
be enlarged by a 25 per cent increase in the
quotas of all members, plus special additional
increases for member countries such as Can-
ada whose growth has been well above the
average. I have made it quite clear that
Canada would have welcomed a greater in-
increase than this in world liquidity in order
to ensure expansion of world trade and pay-
ments without any drag or interruption.
Trade Policies

In the Budget Speech last year I described
our preparations for the “Kennedy Round”
of tariff negotiations in Geneva, and outlined
the principles that would govern Canada’s
participation. The formal opening of the ne-
gotiations occurred last November when the
offers of reductions in duties on industrial
goods and materials were exchanged. Our
delegation is now engaged in a detailed ex-
amination, with other delegations,
scope for tariff reductions of mutual benefit.

The negotiations on agricultural products
are only now getting under way. This means
that for Canada, with its important export
interests in agriculture, the Kennedy Round
is not yet in full swing.

Consequently it would be premature to offer
any firm or final judgment as to the probable
outcome of this tariff conference. Neverthe-
less I believe there are real possibilities for
important tariff reductions covering a broad
range of our exports. We have a strong dele-
gation in Geneva, headed by Mr. Norman
Robertson, one of the most respected senior
public servants of Canada. I can assure the
House that our representatives will bargain
vigorously and realistically to advance the

of the,
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interests of Canada at this conference. It is
in our interests that barriers to trade through-
out the world be progressively reduced.

There has been a good deal of interest
recently in our trading relations with the
United Kingdom. The United Kingdom has
always been a very important market for
Canadian raw materials and foodstuffs which
Britain requires in great volume. For a wide
range of such products Canada is Britain’s
nearest, and most reliable and cheapest source.
As a result, our sales to Britain over the
years have normally exceeded her sales to
Canada.

In the last three years this excess has been
increased because United Kingdom export
markets in Canada were adversely affected,
first by the devaluation of the Canadian dol-
lar in 1962, and then by the Canadian im-
port surcharges that were in effect for some
nine months.

Understandably the British are concerned
about the large deficit in. their trade with
Canada. We can appreciate this because we
face the same sort of problem, but in a more
exaggerated form, in our current account
transactions with the United States. It would
be better in both cases if increased exports
enabled these large bilateral deficits to be
reduced.

I am glad to note that for a good many
products the United Kingdom has now signifi-
cantly improved its position in this market.
For 1964 as a whole its merchandise exports
to Canada were $60 million more than in
1963. This improvement is reflected in a
variety of British exports to Canada, of which
automobiles are one of the most notable ex-
amples. Our imports of cars from Britain in
1964 increased by 100 per cent over 1963.
Here is a real example of energetic British
exporters adapting their products and their
dealer and service organizations to meet the
needs of Canadian consumers. We expect
now to see further substantial improvement in
the sale of British products in the Canadian
market.

Federal-Provincial Relations

The achievement of Canada’s economic
goals—of our potential growth—will require
the use of the whole range of policies avail-
able to us and to provincial governments and
local authorities. These include not only gen-
eral policies, fiscal and monetary, trade and
industrial, but also particular policies. These
particular policies aré reflected in measures
relating to the development and use of our
natural resources, the education and training




of our young people, the planning and proper
use of our land, the development and the re-
development of our cities and towns, and the
proper planning and building of the roads and
other utilities on which both our production
and our living are dependent. That is neces-
sary if business, labour, agriculture and other
private interests are to play their full part
in carrying forward the progress of our econ-
omy, and improving our productivity.

All this implies that the federal govern-
ment must work with the provincial govern-
ments and that the latter, in turn, must work
not only with us, but with the municipalities.
The federal government’s responsibility in
the field of fiscal policy, monetary policy and
trade policy is primary and indisputable:
And that is as it should be. To work to best
advantage, however, such policies should
be co-ordinated with plans and policies in
areas which come under provincial jurisdic-
tion.

Moreover, we must recognize that the
sum total of the effects of the fiscal policies
of the provinces is also of national impor-
tance. The provinces and the municipalities
together are now spending more than is the
federal government. It follows that changes
in provincial revenues and expenditures, and
in their budgetary balance, have a major
effect upon growth and stability in the Cana-
dian economy. It follows too that the timing
of their expenditure measures can be such as
to contribute to a steady growth of production
and jobs, or the reverse.
® (8:40 pm.)

An essential part of the job of good eco-
nomic management in Canada is to achieve
a reasonable harmony in the policies of the
different governments. That is why we spend
much of our time, both Ministers and officials,
in consultation with the provinces. For ex-
ample, the Provincial Treasurers and Min-
isters of Finance met with me in what might
be called a pre-budget meeting in December,
in order that we might jointly review the
state of the economy and compare our views
as to its prospects.

During the next 18 months, the federal
government and the provinces must also
review and revise the federal-provincial fis-
cal arrangements between them in order that
we can propose legislation for the five-year
period commencing in 1967, It was for that
purpose that the federal-provincial confer-
ence last year appointed the Tax Structure
Committee of Ministers from Ottawa and
from the provincial governments. The repre-

[Mr. Gordon.]

sentatives of the eleven governments will
examine the fiscal outlook of federal and
provincial governments in an effort to deter-
mine the probable requirements of each of
them in the six years ahead. We shall en-
deavour to find a division of the tax fields
and a formula for. equalizing fiscal capacity
which will assure to Parliament and to each
provincial legislature effective means of car-
rying out its own responsibilities under the
Constitution.

Royal Commission on Taxation

During the same time that we are discuss-
ing and revising our fiscal arrangements
with the provinces, we shall be making a
thorough review of our own federal tax
system—both in its general plan and in de-
tail—with the aid of the report of the Royal
Commission on Taxation appointed in Sep-
tember, 1962. .Last year I said I expected
the report would be published in time to
find some reflection in this year’s budget.
Unfortunately the Commission was not able
to conclude its work when it planned to do
so, and now I do not expect the report to
be available before fall. Consequently we
are having to defer the thorough review of
our tax laws until later.

University Finance

This government, as well as its two prede-
cessors, has taken a vital interest in doing
what it properly could to help young Cana-
dians to be trained to work effectively in the
modern world. Our program of assistance to
the provinces for technical and vocational
training now involves annual expenditures
of over one hundred million dollars. Parlia-
ment last year provided for youth allowances
to young people of 16 and 17, and also insti-

-tuted with the co-operation of the provinces

a large and already successful program of
guaranteed student loans. The Central Mort-
gage and Housing Corporation has been mak-
ing loans to universities for student resi-
dences that are helping to transform the
character as well as increase the size of our
universities. We are paying unconditional
grants equivalent to $2 per capita to the
universities in nine provinces and providing
the equivalent in Quebec by a fax abate-
ment formula. We are making large grants
to universities for scientific research. It is
evident, however, that more needs to be done
in financing higher education in Canada,
though just what should be done and: in
what way are unresolved questions.



The universities have established their
own committee of enquiry into university
finance which should be reporting later this
year. Its report should be of much help in
re-appraising not only what is needed but
how it should be supplied. We shall be
anxious to discuss the subject of university
finance with the provincial governments
when there has been an opportunity to study

the forthcoming report of Dean Bladen and

his colleagues.
Accounts for 1964-65

I come now to review briefly the outcome
of our budgeting for the past year and assess
the prospects for the year ahead, before
putting the government’s proposals before
you. The figures are all given in part 2 of the
‘White Paper which I tabled two weeks ago
and I will refer only to the highlights. Rev-
enues. exceeded all expectations because of
the excellent improvement in the economic
situation, a greater improvement than I could
properly forecast a year ago. At $7,136 mil-
lion they were $436 million more than the
figure in last year’s budget. Expenditures are
estimated at $7,219 million, $64 million, or
less than one per cent, higher than originally
forecast. This leaves a budgetary deficit of
$83 million, less than one-fifth the amount
originally forecast. '

Last year, for the first time, I included
with the budget a forecast of our revenues
and expenditures in terms of the national
economic accounts, Part 1 of the White Paper
explains the nature of these accounts and
gives some of the figures for past years, and
for the calendar year 1964. For the past fiscal
year our revenues are estimated ih these
terms at $8,313 million and our expenditures
at $7,981 million. This means that in place
of the small deficit originally anticipated, in
these terms, the national economic accounts
reflect a federal government surplus of $332
million.

These results—a deficit of $83 million by
our parliamentary public accounts, and a sur-
plus of $332 million by the national economic
accounts—are the best in seven years. In

practical terms it seems fair to say that after '

a long period of troublesome deficits  the
nation’s finances are now under firm control.

In this new fiscal year we can anticipate
further increases in our revenues based upon
the growth to be expected in the economy
itself. We can be confident that the recent
rates of economic growth will continue well
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into the summer, although the outlook for
the latter part of the year is less certain. We
can reasonably forecast an increase of about
7 per cent in the Gross National Product in
1965 compared with 1964, of which increase
nearly 5 per cent would be in volume. This
will mean that for the first time the Gross
National Product of Canada this year will
exceed $50 billion.

Outlook for Revenue and Expenditure

Without any changes in our tax laws I
would expect our revenues to be about $7,525
million. With the consent of the House I
would propose to include a table in Hansard
at this point giving the details of this fore-
cast, and comparing them with the estimated
figures for last year.

" Mr. Speaker: Does the House give unani-
mous consent?
Some hon, Members: Agreed.

[Editor’s note: The table above referred to
is as follows:]
Budgetary and Old Age Security
Fund Revenues

1965-66

Forecast

Before

1964-65 Tax

Preliminary Changes
($ million)  ($ million)

Personal income tax 2,108 2,175
Corporation income

tax 1,510 1,570
Non-resident with-

holding tax 144 148

Estate tax 90 97

Customs duties 617 | 670

Sales tax 1,193 1,300

Other duties and taxes 676 725

Total taxes 6,338 6,685

Non-tax revenues 798 840

Budgetary revenues 7,136 7,525
0Old age security fund

revenues 952 1,145

Total revenues 8,088 8,670

Mr. Gordon: I should point out that the
details of these forecasts are inevitably com-
plicated and involve many . special factors
affecting particular items, especially in the
case of corporation income tax. The forecast




for personal income tax {akes into account
the higher abatements in favour of the prov-
inces, and also some movement toward promp-
ter remittance of tax deducted at the source.

I ‘am forecasting budgetary expenditures

for this year at $7,650 million. This figure,-

like that for revenues, is based on the ex-
pectation that Quebec will take full advan-
tage of the opportunity to contract out of
established shared-cost programs recently
authorized by Parliament, but that other
provinces will not avail themselves of this
opportunity this year. My forecast includes
allowances for supplementary estimates and
for the anticipated shortfall of total expendi-
tures below appropriations requested. It in-
cludes all items I know of that are already
authorized or that we plan to place before the
House. On the basis of these forecasts of
revenue and expenditure. before budget
changes, we would have a deficit in our
budgetary accounts of $125 million.

I expect the Old Age Security Fund this
year to have revenues of $1,145 million from
which pensions of $905 million will be paid.
The remainder will be used to repay the out-
standing loans to the Fund of $36 million
and to be applied in future years to meet the
cost of paying pensions at ages below 70.

Taking into account our non-budgetary
loans, investments, receipts and credits—par-
ticularly the accumulations in ocur employee
superannuation accounts—we estimate our net
total non-budgetary cash requirements at $225
million. Adding this to the anticipated budg-
etary deficit we get a total cash requirement
of $350 million for the year, apart from gov-
ernment security transactions or variations
in our exchange reserves, and before allow-
ance for the proposals I will now be making.

As I did last year,.I -would like to table
and have included as an appendix to the
budget, tables showing how these forecasts
of revenue and expenditure appear when ex-
pressed in terms of our national economic
accounts. They show an expected surplus in
these terms of $343 million, compared with the
surplus for the year just completed of $332
million.

Mr. Speaker: If I may just interrupt, is it
agreed that these tables be printed in
Hansard?

Some hon. Members: Agreed.

[Editor’s note: For tables aboved referred
to see Appendix “A”].
o (8:50 p.m.)

{Mr. Gordon.)
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PROPOSALS

Mr. Gordon: I turn now, Mr. Speaker, to
the proposals which I wish to lay before the
House.

Canada Development Corporation

The first is a financial measure which
does not involve tax changes. One of our
important objectives is to encourage the de-
velopment of industrial opportunities in Can-
ada by Canadians. There has been over the
years increasing evidence of the need for
additional Canadian sources of financing for
businesses in Canada, particularly where sub-
stantial sums of equity funds are required.
The recent actions taken by the United States
and by the United Kingdom to protect their

~ balance of payments have emphasized the

need for industrially developed countries to
be able to stand on their own feet more than
in the past. In the future, new business de-
velopments in Canada should be looking to
domestic sources for more of their financial
requirements.

Canadian provinces will find their financing
problems much easier with the inauguration
of the Canada Pension Plan and the Quebec
Plan next year. Municipalities have already
benefited greatly by the establishment of the
Municipal Development and Loan Fund, and
I expect they will derive at least indirect
benefits from the accrual of funds under the
the Canada Pension Plan. Canada now needs
some new institutional channel through which
Canadians can invest their savings in a form
that carries with it a share in the ownership
and direction of businesses operating in this
country.

To assist in meeting this requirement,
Parliament will be asked to approve a meas-
ure establishing a Canada Development Cor-
poration. It would be the function of this
Corporation to share in financing the initial
development, or expansion of large scale in-
dustrial projects in Canada, and to provide
financing, including refinancing, for large
Canadian enterprises which might otherwise
be led to seek funds outside Canada, with a
consequent loss of ownership and control to

" non-residents. The Corporation would be ex-

pected to invest in projects and enterprises
which are likely to contribute to the sound
economic development of Canada and to be
profitable in the long run.

The Canada Development Corporation
would be authorized to purchase from the
government the equity interest in Crown



corporations that have become viable com-
mercial operations. In particular the govern-
ment would propose to sell to it Polymer
Corporation, which has been a highly success-
ful and profitable government enterprise of
which Canadians can well be proud.

The sale of one or more Crown corpora-
tions in this way to the Canada Development
Corporation would conform with the views
expressed by the Glassco Commission.

The Canada Development Corporation
would have an authorized share capital of
about one billion dollars. The shares would
be of the mutual fund type, the shareholder
having the right of redemption at values to
be established by the Corporation based on
the value of its investments. There would be
restrictions on the ownership and voting
rights of the share of the Corporation to en-
sure that it is essentially Canadian owned.

The Corporation would be mainly financed
by the sale of its shares to the public. In-
dividual investors would be given priority in
purchasing shares but support would also be
sought from a wide variety of Canadian in-
stitutions, including insurance companies,
banks, trust companies, pension funds, estates
and trusts, credit unions, charitable founda-
tions and, I may add, provincial governments
and their agencies.

Mr. Herridge: We proposed the establish-
ment of a Canadian development fund 15
years ago.

Mr. Gordon: I hear an interruption from
my friend across the way. It is too bad he
was not in a position to do anything about it.

No investor other than the federal govern-
ment would be permitted to own more than
3 per cent of the outstanding shares.

The government would subscribe on its own
account for 10 per cent of the issued share
capital. In addition, the government might
acquire additional shares from time to time,
either as partial compensation for the sale of
Polymer Corporation or in connection with
underwriting the sale of shares to the public.
In order to ensure the independence of the
Corporation, any shares taken up by the gov-
ernment in excess of 10 per cent of the issued
capital could be redeemed by the Corporation
whenever the Board of Directors wished to
replace them with shares sold to the public.

The government would also have authority
to purchase debentures of the Corporation or
to make loans to it up to a maximum of $100
million. :

96408—2%
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‘The Corporation would be directed by a
Board of Directors to be appointed initially
by the Government, with provision for elec-
tion of the directors by its shareholders when
the Corporation’s shares have been sold to the
public. In this way the Corporation would
stand on its own feet, free of government
control. In view of its proposed investment in
the Corporation, the government would retain
the right to appoint a small proportion of the
Directors. . :

We are convinced that thousands of Cana-
dians will welcome an opportunity to share
in the future growth and development of our
country; that they will take pride in owning
even a small interest in expanding Canadian
industries. Participation -in the Canada De-
velopment Corporation- will provide this
opportunity. .

I am placing a Resolution on the notice
paper immediately to pave the way for the
introduction of a bill to establish this
Corporation.

Publications

I turn now to a measure of a very different
character. The government has given con-
siderable thought to the best method of deal-
ing with the magazine problem, and to the
equally important matter of preserving Cana-
dian ownership and control of Canadian news-
papers. At the present time there is no law
or other impediment standing in the way of
the purchase by non-residents of any of our
newspapers. Given the vital role newspapers
play in influencing public opinion, we do not
believe we should run the risk of them falling
under foreign control. ‘

o (9:00 p.m.) .

In the Resolutions which I am presenting
this evening we propose that the Income Tax
Act be amended to disallow, as a business
expense of a Canadian advertiser, the cost of
advertising primarily directed to a Canadian
market in a non-Canadian periodical or non-
Canadian newspaper. This measure would
become effective next January. Advertising
in the so-called “Canadian editions” of non-
Canadian periodicals now being. published
and printed in Canada will not be affected by
this provision, nor will advertising in the two
small * foreign-owned weekly newspapers
already being published in this country. The
question of the subsidized postal rates now
enjoyed by the Canadian editions of non-
Canadian periodicals will be studied as part
of a general review being made of postal
rates,




The purpose of this measure as it affects
newspapers is purely preventive. No exist-
ing commercial interests will be affected, nor
will any changes in existing advertising pat-
terns be required. Foreign newspapers can
enter Canada freely and will continue to do
so, but we intend that our Canadian news-
papers shall remain under the control of
Canadian owners. They will be as free as
ever to determine their own editorial con-
tent; they will be free to use whatever
foreign commentaries and other features they
wish; they will be free to rely upon what-
ever foreign or international news services
they favour.

I shall also be proposing tonight a Resolu-
tion to amend the Customs Tariff to prohibit
the entry into Canada of non-Canadian
periodicals, such as split runs, containing
advertising primarily directed to the Cana-
dian market, as well as periodicals in which
more than 5 per cent of the advertising con-
tains specific references to sources of avail-
ability in. Canada or conditions of sale in
Canada. This is essentially the same as the
Resolution which stood on the order paper
last session.

Accelerated Capital Cost Allowance'

I wish {o turn now to measures designed
to encourage industrial development and in-
creased productivity.

The first is one which does not require
action by Parliament but which, I hope, will
meet with general approval. It will be re-
called that in 1963 the government introduced
a highly accelerated rate of capital cost
allowance on new manufacturing machinery
and equipment, acquired by companies with
a degree of Canadian ownership and by
individuals carrying on business. This incen-
tive measure is scheduled to terminate on
June 13th of this year. It has permitted the
cost of machinery and equipment to be de-
ducted from income for tax purposes over
as little as two years, and has greatly helped
in bringing about the expansion and modern-
ization of Canadian manufacturing and proc-
essing industries. It has been responsible in
large measure for the great increase in
private capital expenditure and thus for
stimulating total employment and produc-
tion. We have decided that this measure
should be extended to cover machinery and
equipment acquired up until the end of
December, 1966. Before that date it will be
" thoroughly reviewed in the light of the
analysis and conclusions of the Royal Com-
mission on Taxation.

[Mr. Gordon.]
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The effect upon our revenues in this fiscal
year of this extension of the accelerated rate
of capital cost allowance is estimated to be
$15 million. The effect next year will be
much greater.

I am also proposing some changes in cap-
ital cost allowances to help farmers who are
facing difficulty in marketing corn and other
grain crops in areas where there is. a short-
age of grain storage facilities. I am thinking -
of many areas, including the area comprised
by the constituency of Essex FEast, a great
corn belt. Under this plan, which will be
incorporated in a regulation, the cost of all
new grain storage facilities constructed in
the period May 1, 1965, to December 31,
1966, may be written off for tax purposes
over a four-year period. This will apply to
farmers and taxable co-operatives as well as
to others. The new arrangement will be help-
ful both in the east, where corn production
is expanding rapidly because of changes in
harvesting techniques, and in the west where
rationalization of transportation and grain
handling facilities should go hand in hand.

An important tax concession will also be
provided to encourage industry to take new
steps to prevent the waste products from
their operations polluting our streams and
lakes. This will take the form of an amend-
ment to the Income Tax Regulations to per-
mit capital expenditures made until the end of
1966 by businesses primarily for the purpose
of preventing water pollution to be deducted
at the rate of 50 per cent. This provision will
also be reviewed following the report of the
Royal Commission on Taxation and after we
have the results of studies being made of the
problems of pollution and the means of deal-
ing with them.

Scientific Research and Development

The Income Tax Act includes a provision
introduced in 1962 which permits those mak-
ing expenditures on scientific research to de-
duct not only the amount of ‘these expendi-
tures from income in the year in which they
are incurred, but also an additional 50 per
cent of the increase in research expenditures
over those in the 1961 base year. This results
in a reduction in taxes, which is equivalent
to making a grant in support of such research.

I have received many representations and
suggestions in regard to this extra 50 per cent
deduction, as well as enquiries as to its future
beyond the 1966 taxation year when the pres-
ent provision expires. The government be-
lieves it is highly important to continue to
offer a general inducement to industry to



expand its effort in scientific research and
development. We consider, however, that this
inducement could be made fairer and more
effective if it were in a form that was of
more value to new and small companies, sub-
ject to the lower rate of tax, and of those
faced with losses. The assistance now pro-
posed would take the form of grants of defined
amounts to be taken in cash or applied as
credits against the tax liability of the busi-
nesses concerned. Such benefits would then
be accounted for to Parliament in the same
" way as other expenditures. . s

For this purpose we propose to bring for-
ward a bill that will provide in 1967 and later
years a grant or a credit against tax liabilities
equal to 25 per cent of the defined amount
of expenditures on scientific research or
development carried out by a business, either
directly by its own staff or by contract with
others in Canada. For 1966 a business. will be
permitted to elect whether to get the benefits
available under the Income Tax Act or the
benefits under this new legislation.

" It is proposed that the whole amount of
capital expenditures for scientific research or
development would be eligible to quahfy for
the bonus, subject to certain safeguards. In
regard to current expenditure, it is proposed
that the bonus be calculated on the increase
in research and development expenditures
in any particular year over the average of
such expenditures in the three preceding
years. : .

e (9:10 p.m.)

This assistance for research and develop-
ment will be administered by the Department
of Industry. It will be available automatically
to all businesses whose expenditures on re-
search and development are less than $50,-
000 a year. Those who wish to receive assist-
ance based on larger expenditures than this
will be able to do so by getting prior agree-
ment from the Minister of Industry that the
research and development proposed, if suc-
cessful, would be likely to benefit Canada.

- I have set forth the government’s intention
here s0 those making long term plans will be
able to take these intentions into account.
The legislation proposed will not be required
until 1966, and we will welcome comments
and suggestions based on the outline I have
given,

Improvements to Income Tax Act

I have reviewed the Income Tax Act
again this year, and considered carefully the
many requests and suggestions received from
taxpayers across Canada. It will not be pos-
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sible to accede to all of them. If we were to
do so the government would be left with no
revenues at all.

I wish to propose a number of amendments
to increase the equity of the Act in its appli-
cation to individuals. One of these will be to
allow a taxpayer to claim a deduction for
supporting his niece or.nephew where the
parents of the niece or nephew are not able
to provide support. A taxpayer will also be
allowed a deduction for amounts spent to
support his aunt or uncle if she or he is de-
pendent by reason of mental or physical
infirmity.

There will also be an amendment to en-
sure that contributions to the Canada Pension
Plan and the Quebec Plan will be fully de-
ductible in caléulating taxable income.

Amendments will be introduced to permit
individuals to transfer lump sum retiring al-
lowances into a pension plan, deferred profit-
sharing plan or registered retirement savings
plan without attracting tax at the time of
transfer. The percentage of earned income
that an individual may deduct as a premium
under- a registered retirement savings plan
will also be increased.

It is proposed that amounts paid as annua]
trade union dues or professional dues, which
now may be deducted from income under
Section 11‘of the Act, will no longer be in-
cluded in amounts covered by the $100 op-
tional. standard deduction. This will permit
both the amount of dues and the $100 stand-
ard deduction to be claimed in future.

I propose that corporations and individuals
in business be granted the right to deduct
certain expenditures made in connection with
their businesses that have hitherto been ruled
as non-deductible, on the grounds.that they
were capital in nature or not related directly
to earning income. This amendment will
permit a taxpayer to deduct expenditures
such as the costs of making representations
to a government or municipality for the pur-
pose of obtaining a licence, franchise or trade
mark in connection with his. business, or
amounts spent investigating the suitability of
a site for a new factory or power develop-~
ment, It will also permit a taxpayer to de-
duct the cost of landscaping his place of
business or an apartment building, and it
will permit a farmer to deduct amounts spent
for clearing land or laying drainage tile.

Mr. Herridge: You can aspire now to receiv-
ing -grateful credit for this.

Mr, Fisher: You can retire now.




—

14

Mr. Gordon: Well, Mr. Speaker, I would
just like to thank the hon. Member for
Kootenay West for bringing this to my atten-
tion, and say I hope he does not retire. That,
however, does not go for all his colleagues.

In 1963 a number of provisions were placed
in the Income Tax Act to prevent tax avoid-
ance by means that were prevalent at that
time. These deterrents have been effective.
Other loopholes in the law continue to be
found, however, and exploited in a way which
is unfair to others as well as costly to the
Crown. When the Act is extensively revised
in the light of the report of the Royal Com-
mission on Taxation we hope that we can
make some general changes that will safe-
guard against abuses. In the meantime we
will continue the 1963 measures, and I pro-
pose to add several more of a specific char-
acter, some of which are in the Resolution,
while others will first appear in the BIill
itself.

Section 36 of the Act, which is intended
to provide tax relief for lump sum payments,
is being abused in some cases. Some persons
arrange to have inordinately large amounts
placed to their credit in pension or profit-
sharing plans and then, having received this
amount upon termination of their employment
or the winding up of the plan, they elect to
have it taxed at a low rate under section 36.
1 propose that the major abuses in this area
be blocked by restricting the amounts that
qualify for taxation under Section 36..

1 also propose an amendment to prevent
persons from arranging to have business in-
come taxed at no more than the non-resident
withholding tax rate of 15 per cent through
the use of trusts with non-resident benefi-
ciaries. Because of the varied use of trusts
it is difficult to foresee the effect that the
proposed amendments in this area may have
in all cases. Consequently modifications of
this proposal will be considered if repre-
sentations should show that the amendments
outlined in the Resolution will have an un-
intended impact upon trust arrangements
where tax avoidance is not a factor. ]

Some companies and their principal share-
holders have found it possible to avoid taxa-
tion on the distribution of accumulated
surpluses, or to avoid the withholding tax
on payment of dividends to non-residents,
by changing the residence of these com-
panies to another country of companies in-
corporated in Canada. To prevent this form
of tax avoidance I propose that henceforth
companies ' incorporated in Canada shall be
deemed to remain residents of Canada.

{Mr. Gordon.]

toms Tariff. As

Several amendments will be introduced to
prevent certain of the concessionary provi-
sions applicable to the oil, gas and mining
industries being used in ways that were not
intended. :

We propose to require annual returns from
trustees administering pension plans, retire-
ment savings plans, and deferred profit-shar-
ing plans. These plans involve very large
sums of money representing accumulations of
income on which tax has been deferred. We
believe that the tax authorities should re-
ceive an annual account of their operations.

Customs Tariff Chan_g§§

I turn now to matters relating to the Cus-
honourable . members are
aware, the. Kennedy Round of trade negoti-
ations which is being conducted under the
auspices of the GATT is now in progress in
Geneva. A number of the requests which
have been received in the past year for re-
ductions in rates of duty are being taken up
in these negotiations. Accordingly the Resolu-
tions relating to the Customs Tariff which I
shall table at the end of my remarks contain
fewer changes than usual, and I do not feel
it is necessary to describe them here.

I shall be seeking authority to renumber
the items in the Customs Tariff by Order-
in-Council. The present numbering of the
Tariff has evolved over the years and is a
mixture of numbers and letters, making it
difficult to relate import statistics to indi-
vidual tariff items. A purely arithmetic
numbering of the tariff will permit the use
of modern tabulating equipment for corre-
lating import statistics and tariff items. As
the Resolution makes clear, the proposed
renumbering will not affect the substance
of any item in any way. .

During 1964 the Tariff Board submitted
two reports, one covering mining equipment
and the other covering oil-seeds, vegetable
oils and related products. On March 29 of
this year I tabled a report by the Board on
radio, television and related products, and on
April 9 I tabled a report on live turkeys.
These four reports are now under consider-
ation in preparation for international négo-
tiations in connection with items which have
been bound under the General Agreement on.
Tariffs and Trade.

I am proposing to send two new references
to the Tariff Board. One will cover machines
used in the grading, packing and storing of
fresh fruits or fresh vegetables. The other
will relate to precision instruments used in
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such activities as engineering,
drafting and machining.

The Customs Act

I am proposing several changes in the Cus-
toms Act this year. One is being introduced
to deal with the case put forward by the
British government that there are some fea-
tures of our Customs law which bear in-
equitably or unreasonably on British goods
by comparison with goods from other coun-
tries. : C

What is involved in the operation of the
value for duty provisions of the Customs
Act as they relate to the gquantities of goods
sold and to the trade level at which they are
sold in the country -of origin. We have ac-
cepted the British contention that there are
certain circumstances in which these pro-
visions work a particular hardship on their
exporters as compared with exporters in cer-
tain other countries. Accordingly I shall be
moving an amendment to the Customs Act
to provide power to deal with such cases by
means of a new Section 37A of that Act. If
Parliament approves it, we shall make effec-
tive use of this section to remove any dis-
crimination of this nature against British
goods.

It is the government’s hope that this pro-
posal will be taken by British exporters as
a decisive response to their pleas that Canada
give a clear signal that we welcome their
goods; we hope, too, they will respond by
seeking out and serving the very substantial
demand which certainly exists here in Can-
ada for imported goods.

There are a number of other less important
amendments which will be advanced in the
Resolution on the Customs Act.

Estate Tax Act

I do not propose this year to introduce any
amendments to the Estate Tax Act. We
amended the Estate Tax Act last year, as you
will recall, in a number of particulars, and
I said that any material changes would now
affect provincial revenues more than they
would affect our own budget position. I went
on to say we felt action should be deferred
on such changes of substance until we had
seen the results of both the federal and
provincial commissions of enquiry, and had
consultations with the provinces. That is still
the situation.

surveying,

Excise Tax Act

In regard to the Excise Tax Act, I have
had many representations on the present ex-
emptions from the sales tax, and proposals

for new exemptions. I have considerable
sympathy with a number of these proposals;
their implications, however, raise still further
problems of . equity, and consequential
changes. It is my belief that we must make
a thorough review and revision of the
sales tax as soon as possible after we have.
received the views of the Royal Commission
on Taxation. I intend that it should be given
priority and my department has already put
in -hand preparatory work to enable them to
get ahead with the review quickly once we
know what the commissioners’ conclusions
are. In the meantime, I do not propose to put
forward any proposals for amendments in
this Budget.

Drugs

There has been much concern expressed
about the high prices of drugs in Canada and
proposals made that they should be exempt
from the sales tax, which has always applied
to them. The government has considered
these representations but does not wish to
act on them until-the matter has been con-
sidered by the special Committee of the
House on Food and Drugs.

Some hon. Members: Shame.

Mr. Gordon: Hon. Members across the way
are making remarks but I would remind
them that this is a Committee of the House
on which I am sure some of them are im-
portant members. If the Committee comes to
the conclusion that, as part of a comprehen-
sive and effective program to reduce the
prices of drugs, they should be exempt from
the sales tax, I would expect to see this done
in a special statute covering all the meas-
ures required to give effect to the program,
and I am quite sure the hon. Member for
Halton (Mr. Harley), who is Chairman of this
Committee, will see it proceeds with this very
important matter just as expeditiously as it
can. :

Tax Cut

I come finally, Mr. Speaker, to the question
of what should be the general weight of our
taxation in this coming year and, if it should
be altered, what should be the amount and
form of the change. I have already given the
House the highlights of the economic situa-
tion, which are set forth in detail in the
White Paper. From this it is evident that we
have enjoyed an excellent rate of economic
expansion in the last few years, and our sit-
uation now is good, though not completely
satisfactory.



16

Looking ahead we foresee a further ad-
vance this year over 1964. However, we must
plan to accommodate a rapid increase in our
labour force this summer and in the next
several years. We need to assure the market
demand to put it to work productively. At
the beginning of 1966, within this fiscal year,
the commencement of the payment of con-
tributions into the Canada and Quebec Pen-
sion Plans will exercise some restraining
influence on the growth of consumer expendi-~
ture, which may not be fully offset by in-
creased capital spending by the provinces or
their agencies out of moneys from the Pen-
sion funds.

Our budgetary position for the last fiscal
year came close to a balance in our normal
accounting terms, and showed a sizeable sur-
plus in terms of the economic accounts. For
this new fiscal year our budgetary accounts
will not be quite so close to a balance, be-
cause of changes already authorized by Par-
Jiament or proposals already placed before
you. In terms of our national economic ac-
counts, however, the federal budget will be
a restraining influence this year unless we
make some further changes.
© (9:20 p.m.)

Accordingly, after weighing up these con-
siderations and the advice I have received
from many .quarters—including business men,
trade unions, academic circles and the Review
of the Economic Council—I believe this
budget should be an expansionary one. To
achieve this effect we should reduce moder-
ately the weight of our taxation.

In choosing the nature and form of the
reduction, I have been infiuenced by the fact
that we are expecting to make a thorough
revision of our tax structure after receiving
the report of the Royal Commission and dis-
cussing the whole situation with the prov-
inces. While we can count on none of our
taxes being unaffected by such a revision, I
have concluded that we should leave both the
sales tax and the Corporation income tax
largely as they are pending this review. Con-
sequently we propose to concentrate the re-
duction in the personal income tax.

-Some hon. Members: Hear, hear.

Mr. Nowian: Wait till you hear it before
you cheer.

Mr. Gordon: Those who pay this tax pro-
vide a very important part, indeed the larg-
est single part, of federal government rev-
enues. I am happy to recognize here their
essential contribution in the last few years

toward bringing the budget under control.

[Mr. Gordon.]

I also recognize the very natural feeling
among people generally that taxes should
be kept as low as possible. As Minister of
Finance, I am happy that the present budget
provides an opportunity to carry out that
most desirable objective. -

We have chosen a form of reduction that
will not reduce provincial revenues, nor be
too complicated for the typical taxpayer to
apply in making out his return. In determin-
ing the amount of the reduction I have had to
consider the condition of the budget and the
economic consequences of the change. There is
no precise mathematical formula that can
be applied in our present situation. It must
be a matter of judgment.

Taking all these factors into account, I pro-
pose, Mr. Speaker, that effective from the
first of July we make a reduction of our fed-
eral tax equal to 10 per cent of the basic
tax payable under our personal income tax
law, subject to a maximum reduction of $600
per year.

Mr.
day.

_ Mr. Gordon: In most provinces this basic
tax equals the total income tax payable to
the federal and provincial governments com-
bined. After allowing for the abatements from
the basic tax in favour of the provinces, the
reduction in the federal tax will be about 12}
per cent, except for the higher incomes.

Diefenbaker: Just under one cent a

[Translation]

The amount of this tax reduction will be
the same for all persons having the same
taxable income. This means that people resid-
ing in the province of Quebec, for example,
will benefit from this tax cut just as much
as people in all other parts of Canada. This
is as it should be.

[Text]

The direct effect of this tax reduction would
be to reduce our revenues by about $170
million this fiscal ‘year and by about $265
million in a full year. The amount retained
by individuals as personal disposable income
—that is, “take-home pay”’—will be corre-
spondingly increased. As a result, we can
expect the rate of private expenditure to in-
crease by nearly this amount, and there
should be secondary effects which ultimately
should increase the rate of Gross National
Product by something more than the amount
of the tax reduction.:

Apart from these effects upon private ex-
penditures, I believe that this substantial cut
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in personal taxes will ehcourage and stimulate
our working force—including those in man-
agement and the professions—upon- whose
efforts our prosperity and progress depend.
This is one of the main reasons for concen-
trating the whole amount of the reduction on
the personal income tax.

Since this tax reduction is being delib-
erately made to achieve these economic
effects, I would not expect provincial govern-
ments to move in to raise their income taxes
to take advantage of our action. If we in
Parliament are to manage the nation’s eco-
nomic affairs properly we must be able and
prepared to take action of this kind from
time to time, both in putting taxes down and
in putting them up when the occasion de-
mands it. The larger the share of the prov-
inces and municipalities in the total public
revenues of the country, the larger must be

the proportionate change in our own taxes
necessary to achieve the objectives of fiscal
management.

The particular form of this tax cut should
be regarded as provisional until we have com-
pleted the basic review of our structure that
is under way. I would expect that by 1967
we will enact a new schedule of tax rates
and make a number of modifications in the
base of the tax.

I would like to 1nsert in Ha'n.sa'rd here-
tables showing the effects of the tax cut on
the annual tax payable by taxpayers at
various income levels.

Mr. Speaker: Does the house agree?
Some hon. Members: Agreed.

[Editor’s Note: The tables above referred
to are as follows:]

TO ILLUSTRATE PROPOSED PERSONAL INCOME TAX REDUCTION -
(Single Taxzpayer with no Dependants)

Tax for 1965 before reduction

Tax reduction in a full year

% of
Combined combined
federal federal % of
and Federal - Amount and federal
: provincial tax of provincial tax
Income tax only reduction tax only
8 . $ .8 $ % %
2,000 99 78 10 10.0 12.7
3,000 236 186 24 “ «
4,000 403 318 40 “ “
5,000 591 467 59 “ “
7,500 1,154 912 115 «“ “
10,000 1,795 1,418 180 «“ “«
15,000 3,520 2,781 352 “ “
20,000 5,645 . 4,460 565 “ “
30,000 10,195 8,054 . 600 5.9 7.4
50,000 20,333 16,063 600 3.0 3.7
100,000 - 38,943 600 1.2 1.5

49,295

The ‘‘Combined federal and provineial tax’’ shown for 1965 before tax reduction includes provincial tax computed

at the rate of 219, of basic tax.
with current federal-provincial arrangements.

The “Federal tax only”’ is after deducting the abatement of 21% in accordance

The old age security tax is'not included in the taxes shown. . :

In calculating these taxes it has been assumed that taxpayers with incomes under $10,000 deduct only the optional
standard deduction of $100 but that taxpayers with incomes of $10,000 or greater deduct charitable donations
and eligible medical expenses which aggregate 23%. of their income. )
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TO ILLUSTRATE PROPOSED PERSONAL INCOME TAX REDUCTION
(Married Taxpayer with no Dependants)

Tax for 1965 before reduction . Tax reduction in a full year
C % of
Combined ) : cor.;xbined
- federal . federal % of
and Federal -Amount and . federal
provincial tax of provincial tax
Income tax only . reduction tax only .
$ . $ $ ) o % %
3,000 99 78 10 10.0 12.7
4,000 236 186 . 24 “ “
5,000 403 318 40 “ . “
7,500 918 725 92 “ o “
10,000 1,505 1,189 R 151 « “
15,000 3,120 2,465 - 312 ’ “oa “
20,000 5,195 4,104 520 : “ “
30,000 - 9,695 . 7,659 . 600 6.2 7.8
50,000 19,783 15,628 . 600 3.0 3.8
1.2 1.6

100,000 48,645 38,430 : 600

The *“Combined federal and provincial tax’’ shown for 1965 before tax reduction includes prdvincial tax computed
at the rate of 219, of basic tax. The *‘Federal tax only”’ is after deducting the abatement of 21% in accordance
with current federal-provineial arrangements. :

The old age security tax is not included in the taxes shown. . .

In calculating these taxes it has been assumed that taxpayers with incomes under $10,000 deduct only the optional
standard deduction of $100 but that taxpayers with incomes of $10,000 or greater deduct charitable donations
and eligible medical expenses which aggregate 249, of their income.

TO ILLUSTRATE PROPOSED PERSONAL INCOME TAX REDUCTION
(Married Taxpayer with Two Dependent Children Eligible for Family Allowance)

Tax for 1965 before reduction Tax reduction in a full year
9, of
Combined . combined .
federal federal 9% of
and Federal - Amount and federal
- provincial tax of provincial tax
Income tax ’ only . reduction tax only
] $ $ B % %
3,000 - 33 . 26 3 10.0 12.7
4,000 152 120 15 «“ “
5,000 301 238 30 “ “
7,500 786 621 : 79 « ‘ “
10,000 1,349 . 1,066 . 135 « . “
15, 000 2,880 . 2,275 ) 288 | “ ) “
20,000 4925 3,891 © 493 T L«
30,000 9,395 7,422 - 600 ) 6.4 8.1
50,000 19,453 - - 15,367 600 '3.% 3.9
‘1. 1.6

© 100,000 . 48,255 - 38,121 600

The “‘Combined federal and provincial tax’ shown for i965 before tax reduction includes provincial tax computed
at the rate of 219 of basic tax. The ‘““Federal tax only”’ is after deducting the abatement of 21%, in accordance
with current federal-provincial arrangements.

The old age security tax is not included in the taxes shown,

In calculating these taxes it has heen assumed that taxpayers with incomes under $10,000 deduct only the optional
standard deduction of $100 but that taxpayers with incomes of $10,000 or greater deduct charitable donations
and ellg_lble medical expenses which aggregate 249 of their income.

IMr. Gordon.]



Mr. Gordon: It will be seen that in a full
year the federal tax for a single person with
an income of $3,000 will be reduced from
$186 to $162, that is, by $24; for a married
man with two children. and an income of
$5,000, the reduction will be $30 a year; for
a married man without children having an
income of $10,000, the reduction will be $151
a year. .

I would also like to include two tables
showing how the prospective Canadian income
tax for 1966, including the Old Age Security
Tax, the Canada Pension Plan contributions
and the provincial income tax in Ontario, as
an example, would compare with the United
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States income taxes including social security
contributions and the State income tax in
New York. It must be recognized that the
comparison in any individual case will be
affected substantially by the deductions which
can be claimed under the tax laws of the two
countries. In the United States deductions are
permitted for state taxes paid, mortgage in-
terest, etc., which will vary from person to
person. The deductions used for the compari-
sons in these tables are set forth in the
footnotes.

[Editor’s Note: The tables referred to above
are as follows:]

COMPARISON OF PERSONAL INCOME TAXES IN CANADA AND THE UNITED STATES
(Single taxpayer with no dependants)

Canada—taxes at rates proposed for 1966

U.S.A.—taxes at rates for 1966 in present law

0.A.8. - State
Federal Provincial tax and Federal income Social

income income C.P.P. Total income tax Security Total
Income tax tax contribution  taxes tax (New York) tax taxes

$ $ $ 3 : $ $ $ $ ]
1,000 .= — 7 7 14 = 41 ' 55
2,000 65 24 61 150 161 16 83 260
3,000 156 57 119 332 329 43 124 496
4,000 266 97 . 1 540 500 70 165 735
5,000 390 142 199 731 671 106 198 975
7,500 762 277 199 1,238 1,168 203 198 1,569
10,000 1,185 431 199 1,815 1,742 334 198 2,274
15,000 2,323 845 199 3,367 3,170 706 198 4,074
20, 000 3,726 - 1,355 199 5,280 4,838 1,190 198 6,226
30,000 7,148 2,447 199 9,794 8,885 2,190 198 11,273
50,000 14,853 4,880 199 19,932 18,242 4,190 198 22,632
100,000 36,864 11,831 199 48,894 45,333 9,190 198 54,721

“The taxes shown for each country are the federal income tax, the provincial or state income tax and the federal

social security charge. The federal income tax shown for Canada is the tax in all provinces except Quebec.
The provincial income tax is the provincial income tax in any province except Quebec, Manitoba or Saskatchewan.
The state income tax is the New York State income tax. In the United States thirty-five states impose income
taxes. '

1In calculating the Canadian taxes it has been assumed that taxpayers with incomes under $10,000 deduct only the
optional standard deduction of $100 but that taxpayers with incomes of £10,000 or greater deduct charitable
donations and eligible medical expenses which aggregate 2§% of their income. The Canadian federal income
tax is after the proposed reduction of 10% of basic tax with a maximum of $600.

In calculating the United States taxes it has been assumed that taxpayers with incomes of $10,000 or less deduct
only the optional standard deduction. This is 10%, of income with a minimum of $300 for single taxpayers and
a maximum of $1,000. It was also assumed that taxpayers with incomes in excess of $10,000 use the optional
standard deduction for purposes of their state income tax and for federal tax purposes deduct charitable donations
eligible medical expenses, mortgage interest, property taxes, etc., which aggregate 5% of their income and in
addition deduct their state income tax. - :

“The old age security tax in Canada is 4% of taxable income with-a maximum of $120 and the Canada Pension Plan
contribution is 1.8% of income in excess of $600 with a maximum of $79.20. The social security tax in the United
States for 1966 as provided in the present law is 4.125% of adjusted gross incomes with a maximum of $198 and
this has been used in the above table. However, the Budget Message of the President on January 25, 1965,
recommended that this be increased to 4.25% with a maximum of $238 for 1966.
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COMPARISON OF PERSONAL INCOME TAXES IN CANADA AND THE UNITED STATES

(Married taxpayer w;

ith no dependants)

Canada—taxes at rates proposed for 1966

U.S.A.—taxes at rates for 1966 in present law

O.A.8. State
Federal Provincial tax and Federal income Social

income income C.P.P. Total income tax Security Total
Income tax tax contribution  taxes tax (New York) tax taxes

$ $ $ $ $ $ $ $ $
1,000 — — 7 7 — — 41 41
2,000 — — 25 25 56 — 83 139
3,000 65 24 79 168 200 10 124 334
4,000 156 57 137 350 354 37 165 556
5,000 266 97 195 558 501 67 198 766
7,500 606 220 199 1,025 915 163 198 1,276
10,000 993 361 199 1,554 1,342 283 198 1,823
15,000 2,059 749 199 3,007 2,363 639 198 3,200
Z0,00b 3,429 1,247 199 4,875 3,452 1,115 198 4,765
30,000 6,768 2,327 199 9,294 6,087 2,115 198 8,400
50,000 14,435 4,748 199 19,382 13,189 4,115 198 17,502
100,000 36,370 11,675 199 48,244 36,057 9,115 198 45,370

The taxes shown for edach country are the federal income
social security charge. The federal income tax show

tax, the provincial or state income tax and the federal
n for Canada is the tax in all provinces except Quebec.

The provincial income tax is the provincial income tax in any province except Quebec, Manitoba or Saskatchewan.
The state income tax is the New York State income tax.- In the United States thirty-five states impose income,

taxes.

In calcqléting the Canadian taxes it has been assumed that taxpayers with incomes under $10,000 deduct only the

optional standard deduction of $100 but that taxpaye

donations and eligible medical expenses which aggregate 21% of their income.

tax is after the proposed reduction of 109, of basic tax

rs with incomes of $10,000 or greater deduct charitable.
The Canadian federal income.
with & maximum of $600.

In calculating the United Btates taxes it has been assumed that taxpayers with incomes of $10,000 or less deduct,

only the optional standard deduction.

This is 10%, of income with a minimum of $400 for joint returns of married

taxpayers and a maximum of $1,000. It was also assumed that taxpayers with incomes in excess of $10,000 use-
the optional standard deduction for purposes of their state income tax and for federal tax purposes deduct.
charitable donations,_ eligible medical expenses, mortgage interest, property taxes, etc., which aggregate 5%

of their income and in addition deduct their state income tax.

It was further assumed that taxpayers take.

advantage of the income splitting provision in the federal tax law.
The old age security tax in Canada is 4% of taxable income with a maximum of $120 and the Canada Pension Plan.

contribution is 1.8%, of income in excess of $600 with
United States for 1966 as provided in the present law
$198 and this has been used in the above table.

a maximum of $79.20 The social security tax in the.
is 4.125%, of adjusted gross income with a maximum of-

However, the Budget Message of the President on January 25,

1965 recommended that this be increased to 4.25% with a maximum of $238 for 1966.

It will be noted that the combined Cana-
dian levy is below that in the United States
throughout for single persons. For married
persons the Canadian combined levies are
less up to a level of about $17,000 a year;
above that level the effect of “income split-
ting” for husband and wife in the United
States puts their tax slightly lower than ours.

It must of course be borne in mind that
these are comparisons of levies on personal
incomes only, and there are many other taxes
in both countries which have to be taken .
into account in comparing the total weight
of taxation. On the whole, however, after
this tax cut, income taxes and social security
contributions based on income will be less
in Canada than in the United States. This

[Mr. Gordon.]

means there will be no inducement from an.
income tax point of view for young Cana-
dians to move to the United States or to.
continue to live there rather than in Canada.

This major tax cut of $265 million a year,.
together with the other changes outlined,
will alter our revenues for this new fiscal;
year directly and also indirectly by reason,
of their effect on the economy. I would expect.
the Gross National Product for 1965 as a.
whole to increase over 1964 by slightly more-
than the approximate figure of 7 per cent.
I mentioned earlier, Taking this and direct.
effects of tax changes into account, we esti-
mate that our revenues for this fiscal year-
should be about $7,350 million. Qur expendi-
tures I have forecast at $7,650 million. This.
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will leave a deficit in terms of our public
accounts of approximately $300 million.

Taking all our expected non-budgetary
receipts and disbursements into account, we
would anticipate a total cash requlrement for
other than transactions in government secu-
rities, or changeés in our forelgn exchange
reserves, of $525 million.

In terms of our national economic accounts
the federal government’s revenue and ex-
Dbenditure transactions would show a modest
surplus of $152 million. Given. the economic
and fiscal prospects for the year ahead, I
think this outcome of the budget is about
right.

In conclusion, Mr. Speaker, may I empha-
size that our national finances have been
‘brought under control; our national economy
is moving ahead in a satisfactory way; and
‘we are now able to lead from strength.

The times call for an expansionary ap-
proach in our financial and economic affairs.
Consequently this is a growth budget. It
expresses the determination of the govern-
ment to give a lead in achieving our national
potential. It is intended as a challenge to
Canadians in all provinces to share in the
great future that can be ours.

RESOLUTIONS
CANADA DEVELOPMENT CORPORATION

Resolved: That it is expedient to introduce
a measure to establish an investment cor-
poration, to be known as the Canada Devel-
opment Corporation, to provide - through
savings by Canadians a supplementary large-
scale source of financing where substantial
sums of equity capital are required for the
initiation or expansion of larger enterprises
in Canada and for facilitating, in the case
of offers to purchase or sell shares of such
enterprises, the acquisition of such shares by
Canadian residents rather than non-residents;
to authorize the issue by the Corporation to
Canadian residents, at an initial issue price
of five dollars per share, of shares of the
Corporation the total number of which out-
standing at any time shall not exceed two
hundred million;. to authorize the Govern-
ment of Canada to underwrite the issue of
shares of the Corporation, and at its discre-
tion to invest in shares of the Corporation
on its own account not exceeding in number
ten per cent of the total number of issued
and outstanding shares of the Corporation,
the amount of which underwriting commit-
ment, together with the total amount in-

vested by the Government of Canada in
shares of the Corporation, shall not exceed
two hundred and fifty million dollars; to
authorize the Government of Canada to make
loans to or purchase debentures of the Cor-
poration to an aggregate amount not exceed-
ing one hundred million dollars and to sell
to the Corporation the holdings of Canada
of shares of certain Crown corporations; and
to provide further for other necessary and
incidental matters relating to the establish-
ment of the Corporation, its objects and
powers, and its management operation and
control.

THE CUST_OMS ACT

Resolved, that it is expedient to amend the
Customs Act by:

1. Striking out subsection (1) of section 22
and substituting the following:

22. (1) Unless the- goods are to be ware-
housed in the manner by this Act provided,
the importer shall, at the time of entry,

(a) pay or cause to be so paid, all duties
upon all goods entered inwards; or

(b) in the case of goods entered in accord-
ance with the terms and conditions prescribed
by regulations made under subsection (3),
present in respect of the duties upon such
goods  a bond, note or other document as
prescribed by such regulations;
and the collector or other proper officer shall,
immediately thereupon, grant his warrant for
the unlading of such goods, and grant a per-
mit for the conveyance of such goods further
into Canada, if so required by the importer.

2. Adding to section 22 the followmg sub-
section:

22, (3) The Governor in Council may make
regulations prescribing

(a) the terms and conditions upon which
goods may be entered into Canada free of
any requirement that the importer shall, at
the time of entry, pay or cause to be so paid
all duties on the goods so entered inwards;
and
_(b) the terms and conditions of any bond,
note or other document presented upon the
entry of such goods in respect of the duties

thereon.
—_—

3. Striking out subsection (1) of section 35
and substituting the following:



85. (1) The value for duty of goods imported
shall be determined in accordance with the
provisions of sections 36 to 41A.

4, Striking out all that portion of subsection
(2) of section 35 preceding paragraph (a) and
substituting the following:

35. (2) In this section and sections 36 to
41A, with reference to any goods,

5. Adding immediately after section 37 the
following section:
37A. Where the Governor in Council is

satisfied, on a report from the Minister, that
the application of subparagraph (i) of para-
graph (e) of subsection (2) of section 36 or
subsection (3) of section 36 is inequitable in
that it results in discrimination against the
importation of goods of a class from any
country, as compared with the importation of
goods of that class from any other country,
the Governor in Council may prescribe the
manner in which the value for duty of goods
of that class, as determined under section 36
or 37, shall be reduced; but the value for
duty of any imported goods upon being re-
duced as provided in this section shall not be
less than an amount equal to the cost of
production of the goods plus such amount for
gross profit as is deemed reasonable by the
Governor in Council. :

6. Adding immediately after section 41 the
following section:
41A. In the case of any imported goods that

22

the value for duty of such goods would be if
the country of export were the country of
origin;

the goods shall, notwithstanding subsection
(1) of section 36, upon such terms and condi-
tions .as to shipment, documentation, ware-
housing, transshipment or the like as the
Governor in Council may prescribe, be valued
for duty as if they were imported direct from
the country of origin at the time they were
first shipped from that country.

7. Striking out section 79 and substituting
the following:

79. Subject to subsection (1) of section 22,
no person shall make, nor shall any officer
accept, any bond, note or other document for
the purpose of avoiding - or deferring the
actual payment of duties legally accruing on
goods imported into Canada, or arrange for
deferring payment of such duties in any way,
unless such goods are entered for warehouse,
and duly deposited therein according to the
laws and regulations governing the warehous-
ing of such goods. :

8. Adding to section 104 the following
subsection:

104. (la) Where goods, the property of the
government of a country other than Canada,
that were imported into Canada free of duty
or at a rate lower than that to which they

would otherwise be liable, are sold or other-
wise disposed of on behalf of the government

(a) were shipped indirectly to Canada from

of such country in accordance with an agree-

the country of origin through one or_ more

ment between the governments of such coun-

other countries; and
(b) would, but for this section, be valued

try and Canada, such goods shall be charged
with duties payable at such rate as may be

for duty under sections 36 to 40B at less than

determined by the Minister.

[Mr. Gordon.]



CUSTOMS TARIFF
1. Resolved, that the Customs Tariﬁ be amended by adding thereto, immediately after section 16 thereof, the following section:

17. (1) The Governor in Council, by order, may from time to time amend
(a) Schedules A to C, and
(b) any lists of articles or goods the duties on which are removed or reduced pursuant to any Act or any order in council under the Customs Act or this Act,
by renumbering the items set out in Schedules A to C or in any such list but not so as to affect the status of any of those items with respect to the payment of duty.

{2) On and after the coming into force of an order under subsection (1) a reference by its former number in any Act or in any statutory or other instrument or
document to any item renumbered by that order shall, unless the context otherwise requires, be construed to be & reference to that itern as renumbered by the
. order. )

(3) The Minister of National Revenue may, from time to time by publication in Part I of the Canada Gazette, give notice of any change required to be made,
by virtue of an order under subsection (1), in any reference in any Act or in any statutory or other instrument or document to an item renumbered by the order
where the reference thereto is by the former number, )

,

2. Resolved, that Schedule A to the Customs Tariff be amended by striking out tariff items 209e, 210:, 263e, 384, 440m (1), 440n(1), 4452, 541a(2) and 695¢, and the
enumerations of goods and the rates of duty set opposite each of those items, and by inserting therein the following items, enumerations of goods and rates of duty:

Rates in Effect Prior to
Rates Proposed in this Budget

Most- -
British Favoured- British Most-
Tariff —_— Preferential Nation General Preferential Favoured-Nation General
Item Tariff Tariff Tariff Tariff Tariff Tariff
209¢ Potassium chloride................... F Free Free 25 p.c. Free Free " 25p.c.
(Applicable to December 31, 1969) (Applicable to December 31, 1965)
210i Sodium hypochlorite in solution............... s 15 p.c 20 p.c. 30 pc 15 p.c. 20 p.c. 30 p.c.
(Applicable to December 31, 1966) (Applicable to December 31, 1965)
263e Compounds of tetramethyl lead, in which tetramethyl .
lead is the preponderant constituent by weight....... 124 p.c 124 p.c 25 p.c. 124 p.c 124 p.c. 25 p.c.
(Applicable to December 31, 1966) (Applicable to December 31, 1965)
384 Skelp, plate, sheet or strip of iron or steel, hot- or cold- . .
rolled, for use in the manufacture of pipes or tubes... Free 7% p.c. 15 p.c. Free 4 p.c. 15p.c.
5 p.c. 10 p.c. 20 p.c.
5 p.c. 15 p.c. 25 p.c.
388 Foundry moulding snap flasks and jackets for use there- ) A
withe. oo . Free Free 35 p.c. 10 p.c. 223 p.c. 35 p.c.
Various Various Various
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Rates in Effect Prior to
Rates Proposed in this Budget

Most-
. British Favoured- . ‘British Most-
Tariff —_ Preferential Nation General Preferential Favoured-Nation General
Item - Tariff Tariff Tariff Tariff Tarift Tariff
4402_1 Aircraft, not including engines, under such regulations as
the Minister may prescribe: .
(1) When of types or sizes not made in Canada.... Free Free 27% p.c Free Free 27% p.c.
on and after July 1, 1966 Free 15 p.c. 27% p.c Free 15 p.c. 27% p.c.
(on and after July 1, 1965)
4401_1. Ajircraft engines, when imported for uée in the equipmeu}s
of aircraft: .
(1) When of types or sizes not made in Canada.... Tree Free 273 p.c Free - Free 27% p.c.
on and after July 1, 196_(_5. Free 15 p.c. 27% p.c Free 15. p.c. 27% p.C.
(on and after July 1, 1965)
‘&52 Parts for use in the manufacture or repair of electric dry
shaving machines for use in removing human hair or of
rectifier converters used in conjunction therewith.... Free Free 10 p.c. Free Free 10 p.c.
: 15 p.c. 22} p.c. Various
541a  Yarns and rovings, including threads, cords and twines,
wholly or in part of vegetable fibres, n.o.p., not con-
taining silk, wool or hair, man-made fibres-or fila-
ments nor glass fibres or filaments:
(2) Linen yarns for weaving, knitting or braiding
b0 fADTICS. . oo v Free Free 25 p.c. Free Free 25 p.c.
124 p.c.. 17% p.c. 25 p.c.
15 p.c. 20 p.c. 25 p.c.
695_(:_ Original sculptures and statuary, including the first
twelve replicas made from a sculptor’s original work
or model; all the foregoing the professional productions
of sculptors only and valued at not less than seventy- . .
fivedollarseach........coovriiniiiiiiiiiiiinnnes Free Free Free Free Free Free
695¢ Hand-woven tapestries, suitable only for use as wall
hangings, valued at not less than twenty dollars per
Free Tree Free 25 p.c. 27% p.c. 55 p.c.

SQUATE TO0T . 1 uvrvuersenrnerarnraeenenensieinenenn:
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3. Resolved, that Schedule B to the Customs Tariff be amended by inserting therein the following item, enumeration of goods and rate of drawback of duty:

" Portion of Duty
(not including Special
Duty or Dumping

Item Duty) Payable as
No. Goods When Subject to Drawback Drawback
1010  Knitted netting. When used in the manufacture of shapes for women’s or

children’'s headgear................ ... it 99 p.c.

4. Resolved, that Schedule C to the Customs Tariff be amended by striking out item 1220 and the enumeration of goods set opposite that item, and by inserting

therein the following item and enumeration of goods:

1220

Offensive weapons, as defined in the Criminal Code:

This item does not affect in any manner:

(a) arms, implements or munitions of war, army, naval and air stores, and any articles deemed capable of being converted thereinto or made use-.

ful in the production thereof, imported under permit issued by the Minister of National Revenue pursuant to regulations made by the Governor
in Council under section 279 of the Customs Act;
(b) firearms imported by a person who holds a permit in Form 43 or Form 44, issued with respect thereto, under section 94 of the Criminal Code;
(¢) shotguns and rifles of the standard or auto-loading type imported for sporting use only;
(d) antique articles eligible for entry under tariff item 693 (1_) or tariff item 693 (_11& and bona fide collectors’ items, as determined by the Minister;

(e) arms, military stores and munitions of war eligible for entry under tariff item 708 or tariff item 708b; or

(/) arms, military stores, munitions of war or offensive weapons exempted from the provisions of this item by a regulation of the Governor in Council
in any particular case or class of cases.

5. Resolved, that Schedule C to the Customs Tariff be amended by inserting therein the following item and enumeration of goods:

1221

a

I

Tssues of a periodical, one of the four immediately preceding issues of which, if such preceding issue is dated after September 30, 1965, has, under regula.
tions prescribed by the Governor in Council, been found to be an issue of a special edition, including a split run or a regional edition, that contained an

advertisement that was primarily directed to a market in Canada and that did not appear in identical form in all editions of that issue of that periodical

that were distributed in the country of origin.

Issues of a periodical, one of the four immediately preceding issues of which, if such preceding issue is dated after September 30, 1965, has, under regula-
tions prescribed by the Governor in Council, been found to be an issue, more than 5 per cent of the advertising space in which consisted of space used for

advertisements that indicated specific sources of availability in Canada, or specific terms or conditions relating to the sale or provision in Canada, of any

goods or services, except where the indication of such sources of availability or such terms or conditions was primarily directed to persons outside Canada.
For the purposes of this item, . :

(a) “‘issue’’ includes a special annual issue, and
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_(b_) “‘periodical’’ means a periodical, the issues of which, other than special annual issues, are published at regular intervals of more than 6 days
and less than 15 weeks and are distributed as issues of a distinct publication or as a supplement to more than one newspaper, but does not

include
(i) a catalogue,
_(_i-_i—_)_ a newspaper, or
(iii) a periodical, the principal function of which is the encouragement, promotion or development of the fine arts, letters, scholarship or

religion.

6. Resolved, that any enactment founded upon resolutions 2, 3 and 4 of the foregoing resolutions shall be deemed to have come into force on the 27th day of April,
1965, and to have applied to all goods mentioned in the said resolutions imported or taken out of warehouse for consumption on or after that day, and to have applied
to goods previously imported for which no entry for consumption was made before that day.

7. Resolved, that any enactment founded upon resolution 5 of the foregoing resolutions shall come into force on the 1st day of January, 1966, and shall apply to all

goods mentioned in the said resolution imported or taken out of warehouse for consumption on or after that day, and shall apply to goods previously immported for which
no entry for consumption was made before that day.

9¢.
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INCOME TAX ACT RESOLUTION

Resolved that it is expedient to introduce
a measure to amend the Income Tax Act and
related provisions of the Federal-Provincial
Fiscal Arrangements Act and to provide
among other things:

1. That for the 1966 and subsequent taxa-
tion years the income tax payable by an in-
dividual be reduced by an amount equal to
the lesser of 10 per cent of basic tax or $600
and for the 1965 taxation year by an amount
equal to the lesser of 5 per cent of basic tax
or $300.

2. That for the 1965 and subsequent taxa-
tion years a taxpayer may deduct in comput-
ing his taxable income an amount for the
support of a person who was his niece or
nephew and who during the year resided in
Canada, was wholly dependant upon him for
support, and was

(@) under 21 years of age,

(b) 21 years of age or over and dependant
by reason of mental or physical infirmity, or

(¢) 21 years of age or over and in full time
attendance at a school or university,
if i

(d) the mother of the niece or nephew was
divorced or separated and not in receipt of
alimony or similar payments, or

(e) the father of .the niece or nephew was
deceased or mentally or physically infirm,
not exceeding $300 if the person was a child
qualified for family allowance and $550 if
he was not so qualified.

3. That for the 1965 and subsequent taxa-
tion years a taxpayer may deduct in comput-
ing his taxable income an amount{ not ex-
ceding $550 expended by him during the year
for the supgport of a person who was his aunt
or uncle and who during the year resided in
Canada and was dependant upon him for
support by reason of mental or physical in-
firmity.

4. That for the 1970 and subsequent taxa-
tion years the additional exemption of $500
now allowed to a taxpayer who has attained
the age of 65 years be allowed only if the
taxpayer has attained the age of 70 years and
that for the taxation years 1966 to 1969 in-
clusive a taxpayer who has attained the age
of 65 years but has not attained the age of
70 years be allowed the additional exemption
of $500 only if he did not receive a pension
under the Old Age Security Act in respect of
any month in that year.

5. That for the 1965 and subsequent taxa-
tion years a taxpayer who deducts in com-
puting his income from an office or employ-
ment

(a) annual dues to maintain membership in
a trade union or to maintain membership in
an association of public servants,

(b) annual dues retained from his remu-
neration pursuant to the provisions of a col-
lective agreement aid paid to a trade union
or association, or

(c) annual professional membership dues the
payment of which was necessary to main-
tain a professional status recognized by
statute,
shall not by reason of such deduction be
ineligible to. deduct the standard deduction
of $100 described in paragraph (ca) of sub-
section (1) of section 27 of the Act.

6. That for the 1966 and subsequent taxa-
tion years a person, the spouse of such per-
son residing with) him and previously resi-
dent in Canada, or any dependant child of
such person, shall be deemed to have been
resident in Canada throughout a taxation
year if such person was at any time in the
year performing services in a country other
than Canada under a prescribed international
development assistance program of the Gov-
ernment of Canada, and was resident in
Canada during a part of the year preceding the
commencement of such services.

7. That for the 1966 and subsequent taxa-
tion years a contribution made by a person
under the Canada Pension Plan or under a
provincial pension plan as defined in section
3 of the Canada Pension Plan may be de-
ducted in computing the income of such
person.

8. That for the 1965 and subsequent taxa-
tion years the limitation on the amount re-
lated to earned income that a taxpayer may
deduct as a premium under a registered
retirement savings plan be increased from 10
per cent of earned income to 20 per cent
of earned income.

9. That for the 1965 and subsequent taxa-
tion years such part of any amount that would
otherwise be included in computing income
of a taxpayer as a retiring allowance be
deductible if it is paid in the year, or within
60 days after the end of the year, as a
contribution to a registered pension fund
or plan, as a.premium under a retirement
savings plan, or to a trustee under a deferred
profit sharing plan.

10. That there may be deducted in com-
puting the income of a taxpayer an amount
in respect of an outlay or expense made by
the taxpayer in the 1965 and subsequent tax-
ation years



(a) to a person with whom the taxpayer is
dealing at arms length and who is the lessee
of property owned by the taxpayer, to obtain
the cancellation of a lease.on such property,

(b) for landscaping property used by -the
taxpayer for the purpose of gaining or pro-
ducing income,

(¢) for clearing land or laying t11e dramage
for the purpose of carrying on a farming
business,

{(d) as or on account of the cost of making
representations to a government,
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munici-’

pality or other public authority in connection’

with a business carried on by the tax-
payer, including representations for the ‘pur-
pose of obtaining a license, permit, franchise,
or trademark,

(e) as or on account of the cost incurred
in investigating the suitability of a site for
a building or other structure planned by the
taxpayer for use in connection with a business
carried on by him. )

11. That for the 1965 and subsequent tax-
ation years a corporation shall be deemed
to be resident in Canada throughout a tax-
ation year if

(a) it was incorporated in Canada before
April 27, 1965 and was resident in Canada
in its taxation year that included April 26,
1965 or in any subsequent taxation year, or

(b) it was incorporated in Canada after
April 26, 1965.

12. That with respect to payments recelved
by a taxpayer after April 26, 1965, other than
a payment made upon the death of an em-
ployee, the amount that a taxpayer may elect
to have taxed under section 36 of the Act
shall not exceed °

(a) in the case of a single payment

(i) out of or pursuant to a superannuation
or pension fund or plan, or

(ii) pursuant to deferred profit sharlng
plan, or

(iii) pursuant to an employee’s profit shar-
ing plan,
$1,500 times the number of years during
which the employee, in respect of whom the
payment was made, was a member of the
plan; or

(b) in the case of

(i) a single payment upon retirement of an
employee in recognition of long service, or

(ii) a payment or payments made by an
employer to an employee or former employee
upon or after retirement in respect of loss of
office or employment
$1,000 times the number of years during which
the employee, in respect of whom the pay-

[Mr. Gordon.]

ment was made, was an employee of the em-
ployer who made the payment.

13. That for taxation years commencing
after April 26, 1965, a trust or estate (other
than a trust or estate arising on death) that
has income from a business carried on by it
in Canada may not deduct in computing, its
income an amount paid or payable to a bene-
ficiary who is

(a) a non-resident of Canada,

(b) a non-resident-owned investment cor-
poration, or

(c) another trust or estate resident in Can-
ada, unless that other trust or estate

(i) arose on a death, or

(ii) has been since April 26, 1965 a bene-
ficiary of the trust or estate paying the
amount and the trust or estate paying the
amount has been carrying on the business
since April 26, 1965, and any amount paid
or payable out of the income for the year
of the first-mentioned trust or estate will
continue to be included in the income of its
beneficiary notwithstanding the fact that the
first-mentioned trust or estate was not en-
titled to deduct the amount in computing its
income. -

14. That for the 1965 and subsequent tax-
ation years the amount of income derived
from a new mine that a corporation may
exclude in computing its income shall be
confined to income from the operation of the
mine by the corporation.

15. That where a joint exploration corpo-
ration acquires after April 26, 1965 a right,
licence or privilege to explore for, drill for
or take petroleum, natural gas or other re-
lated hydrocarbons, the cost of the right,
license or privilege may not be renounced
to a shareholder corporation.

16. That for the 1965 and subsequent tax-
ation years an amount that a taxpayer may
exclude from his income because it is con-
sideration for a mining property acquired
as the result of his efforts as a prospector,
or as the result of efforts of a prospector who
was employed or financially assisted by him,
shall not include a share of profits, a royalty
or a payment based on production.

17. That the Minister of National Revenue
with the approval of the Governor in Council
may on behalf of the Government of Canada
enter into an agreement with the govern-
ment of a province, under which one govern-
ment undertakes to transfer to the other, in
respect of income tax paid by an individual
from whom deductions were made at source
as though he were resident in a place other
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than the province in which he was resident
on the last day of the year, a part of the
amount- deducted or withheld under section
47 of the Act or a similar provision of a
provincial income tax act,

18. That in order to4g1ve‘effe_ct to the pro-
visions of paragraph 1 without reducing the
amount of equalization payments to any
province a consequential amendment be made
to the Federal-Provincial Fiscal. Arrange-
ments Act to adjust the fractions set out
therein in the definition of “standard indivi-
dual income tax” used in the computation of
equalization payments.

19. That a new section be added to the
Act concerning expenditures of a taxpayer
for advertising space in a non-Canadian
newspaper or periodical having effect sub-
stantially as follows:

“12A. (1) In computing income, no deduc-
tion shall be made in respect of an otherwise
deductible outlay or expense of a taxpayer
for advertising space in an issue of a non-
Canadian newspaper or periodical dated after
December 31, 1965 for an advertisement di-
rected primarily to a market in Canada.

(2) An issue or edition of an issue of any
newspaper or periodical that is edited in
whole or in part in Canada and printed and
published in Canada and that was not on
April 26, 1965 a Canadian newspaper or
periodical shall be deemed, for the purposes
of subsection (1), not to be an issue of a non-
Canadian newspaper or periodical if

(a) throughout the period of twelve months
ending April 26, 1965 issues or editions of
issues of that publication were being edited
in whole or in part in Canada and printed
and published in Canada at the usual intervals
for issues of that publication and have since
that date continued to be so edited, printed
and published without interruption except for
a reason other than the cessation of the busi-
ness of publishing that publication; and

(b) in the case of a periodical, the periodi-
cal is similar, in content and in respect of the
class of readers to whom it is directed, to the
issues or editions of that periodical that were
throughout the period of twelve months. end-
ing April 26, 1965 being edited in whole or in
part in Canada and printed and published in
Canada.

(3) Subsection (1) does not apply with
respect to an advertisement in a special issue

- or edition of a newspaper that is edited in
whole or in part and printed and published
outside Canada if such special issue or edition
is devoted to features or news related pri-

marily to ‘Canada and the publishers thereof
publish such an issue or edition not more
frequently than twice a year.

(4) Subsection (1) does not apply with
respect to an advertisement. in

(a) a catalogue, or

(b) any publication the principal function
of which is the encouragement, promotion or
development of the fine arts, letters, scholar-
ship or religion. .

(5) In this section,

(a) ‘Canadian issue’ means,

(i) in relation to a newspaper, an issue,
including a special issue,

(A) the type of which, other than the type
for advertisements or features, is set in
Canada,

(B) the whole of which, exclusive of any
comics supplement, is printed in Canada,

(C) that is edited in Canada by individuals
resident in Canada, and

(D) that is published in Canada, and

(i) in relation to a periodical, an issue,
including a special issue,

(A) the type of which, other than the type
for advertisements, is set in Canada,

(B) that is printed in Canada,

(C) that is edited in Canada by individuals
resident in Canada, and

(D) that is published in Canada,
but does not include an-issue of a periodical

(E) that is produced or published under a
license granted by a person who produces
or publishes ‘issues of a periodical that are
printed, edited or published outside Can-
ada, or

(F) the contents of which, excluding adver-
tisements, are substantially the same as the
contents of an issue of a periodical, or the
contents of one or more issues of one or
more periodicals, that was or were printed,
edited or published outside Canada;

(b) ‘Canadian newspaper or periodical’
means a newspaper or periodical the right
to produce and publish issues of which
belongs to or is vested in

(i) a Canadian citizen,

(i) a partnership of which at least § of
the members are Canadian citizens and in
which interests representing in value at least
# of the total value of the partnership prop-
erty are owned by Canadian citizens,

(iif) an association or society of which at
least § of the members are Canadian citizens,

(iv) Her Majesty in right of Canada or a
province, or a municipality in Canada, or

(v) a corporation
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(A) that is incorporated under the laws of
Canada or a province,

(B) of which the chairman or other presid-
ing officer and at least # of the directors or
other similar officers are Canadian citizens,
and )

(©) of which, if it is a corporation having
share capital, at least 3 of the shares having
full .voting rights under all circumstances,
and shares representing in the aggregate at

[Mr. Gordon.]

least § of the paid-up capital, are owned by
Canadian citizens or by corporations other
than corporations controlled directly or in-
directly by citizens or subjects of a country
other than Canada; and

(¢) ‘issue of a non-Canadian newspaper or
periodical’ means an issue that is not a
Canadian issue of a Canadian newspaper or
periodical.”
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APPENDIX “A"

'TABLES REFERRED TO IN BUDGET SPEECH
FEDERAL GOVERNMENT REVENUES AND EXPENDITURES PUBLIC ACCOUNTS AND
" NATIONAL ACCOUNTS RECONCILIATION

' : 1965-66

—_— 1964-65 forecast
1963-64 estimate before tax

changes

) (millions of dollars)

. Budgetary revenue. .........oo.uiiiiei e anaeeaaans, TR 6,253 7,136 . 7,525

1

2. Supplementary period adjustment®, .. ... it .o-21 —10 - 29
3. Extra-budgetary revenues

d Age Security tax collections...........cooviiiiiiriiiinininnnn.. 747 956 1,143
Prairie Farm Assistance Act levy. ..ot iiinnnnnnenns 9 i 10 10
Unemployment insurance employer-employee contrlbutlons v 297 307 331
Government pension funds employer-employee contrlbutlons . 245 251 261
Interest receipts of social insurance and government pension funds. . 143 157 178
4. Corporate income tax(?: excess (+) of accruals over collections........... 38 -137 -85
5. Profits before taxes (net of losses) of government business enterprises.... . 207 244 244
6. Interest on loans, advances and investments 175 169 216
7. Less: Budgetary return on mvestments .............. -392° —380 —466
8. Less: Postal revenue. ..........viviiniin ittt et —201 —-230 —246
9. Budgetary revenue items offset against budgetary expenditures® .. ... ... ~109 —-112 —~112
10. All other adjustments to budgetary revenue ) ........................... . —44 —48 —145
11. Total revenue, natlonal accounts basis. ... . it i 7,347 8,313 8,883

@ In the national accounts, revenues in the supplementary period are shifted to the following fiscal year.
(2 Taxes on government business enterprises are excluded from this item and included in item 5.
® See also line 10, expenditure reconciliation.

() These adjustments are largely revenue items not relevant for the natlonal accounts such as proceeds from
sales of existing assets. .
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FEDERAL GOVERNMENT REVENUES AND EXPENDITURES PUBLIC ACCOUNTS
AND NATIONAL ACCOUNTS RECONCILIATION

1963-64

1964-65

estimate

1965-66
forecast
before tax

. changes

QO DD

7.
8.
9.
10.

11.
12.
13.

14.

. Budgetary expenditure................. A S e
. Supplementary period adjustment®
. Expenditures of extra-budgetary funds

d Age Security Fund payments............ooovviiiiiii
Unemployment insurance benefits. .
Government pension fund payments
Prairie farm assistance payments.....

. Transfers to extra-budgetary funds................ .o,
. Adjustment to. place other government funds and crown agencies on a

disbursement basis® .., ... ... . e

. Budgetary expenditures offset against income of government business

enterprises
Post Office expenditures..... POV PR e
Deficits of government business enterprises..
Capital assistance to non-defence industry®...... e
Reserves and write-offs. ... .. 0 e e e,
Budgetary revenue items offset against budgétary expenditure®..........
All other adjustments to budgetary expendxture ..........................

(Millions of dollars)

Total expenditure, natlonal accountsbasis..............000
Surplus (+) or deficit (—), national accounts basis.

Surplus (+) or deficit (—), budgetary basis......

Total, national accounts basis............. PR UL S e

6,872 7,219 7,650
~ 33 -6 40
808 889 906
366 332 337
89 97 109
11 10 10
— 66 — 63 — 62
19 — 30 -7
—206 —o11 —221
— 86 — 80 - 96
— 60 - 77 - 70
—~161 — 42 — 54
—109 —112 —112
109 55 110
7,553 7,981 8,540
—206 - +332 +343
(= 619) (~ 83) (—125)
7,347 8,313

8,883 -

between adjacent fiscal years.

from the government sector to avoid doublé counting in the national accounts. -

M In the national accounts, expenditures on goods and services in the supplementary period are split evenly

Other expenditure items are shifted entirely to the next fiscal year.

@ This adjustment replaces budgetary approprlatlons to various funds and agencies by the outlays actually
made by these funds and agencies.

» Government capital assistance to industry appears as part of business gross capital iormatlon and is removed

@) The largest component of this item consists of revenue from sales of goods and services by the government sec-
tor. These sales appear as final expenditure of the private sector and are ‘deducted to avoid double counting.
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GOVERNMENT OF CANADA ACCOUNTS, NATIONAL ACCOUNTS BASIS,
FISCAL YEAR PERIODS 1963-64—1965-66

1965-66
forecast

—_— 1964-65  before tax
1963-64 estimate changes

‘ (Millions of dollars)
A. Revenue .
1. Direct taxes, Persons. . .....couuuireinein ittt e enrearannaens 2,254 2,635 2,696
2. Direct taxes, corporations® ... ........v.uiiiiiiineiirieniiannnnnns 1,385 1,500 1,615
3, Withholding taxes.....o.vutint ittt e e ey . 126 143 148
4. Indirect taXeS.. ... c.ineieiiti ittt e ee e 2,516 2,907 3,194
5. Investment IMeOme. ..o venerit ittt ittt . 526 570 638
6. Employer-employee contributions to social insurance and government
PENBION fUBAS. .. uen ettt ettt ittt et aetrrernaeeanaeran 541 558 592
T.Total...ooe i i e e P 7,347 8,313 8,883
B. Expenditure ) -
1. Goods and services: defence..............ovvuen... e 1,624 . 1,543 1,609
2. Goods and services: non-defence. .. . 1,384 1,538 1,745
3. Transfers to persons............. s 2,143 2,262 2,362
4. Interest onthe publicdebt..........vvvviren it 955 1,010 1,074
5. Subsidies.................. et et 284 266 206
6. Transfers'to other levels of government.............oovvevvnennnnnn.. 1,183 1,362 1,454
T TRl e e 7,553 7,081 8,540
C. SBurplus (4) or Deficit (—)..... et e a ettt ee e rear e eanaas —206 +332 +343

. @ Excludes taxes on government business enterprises. These taxes are included with government investment
income.
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-FOREWORD
The purpose of these Papers is twofold\'

1 to present a general economic review of 1964, bringing together in one
place and in convenient form some of the more comprehensive indi-
cators of economic conditions prepared by the Dominion Bureau of
Statistics, the Bank of Canada and other Government Agencies,
together with brief comments;

2. to present a preliminary review of the Government Accounts for the
fiscal year ending March 31, 1965.

37



PART I
ECONOMIC REVIEW OF 1964
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The tables and charts in this Budget Paper are based upon estimates provided
by the Dominion Bureau of Statistics, the Bank of Canada and other Govern-
ment Agencies. Some of the figures appear for the first time; others have been
published elsewhere. All 1964 estimates are preliminary and subject to revision.
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' ECONOMIC REVIEW FOR 1964 " -
‘ GENERAL

In terms of economic. achxevement the year 1964 was a remarkable one. As
we were often .reminded, in 1964 Canada was in the fourth year of a cychcal
upswmg ‘whosé length in itself was ‘unusual. This fourth year, ‘however, was
specially notable in the extent of the gains achieved in all major sectors.. The
total value of the production of goods and services advanced by about 9 per cent
cent, which was: the largest year-to year gain ‘since 1956. "Nor. was thJs gain
unduly 1nﬁated by price. advances as has. been the case on.occasions in- the past
at: hlgh levels of. actlvrty , ; U : SRR

Moreover the expansron was Well balanced with consumers ' investment
and exports all contributing to the growth in demand, so that the economy at,
year-end was showing no. signs, of excesses or dlstortlons Most important of all,
the level of unemployment Was s1gn1ﬁcantly reduced, particularly ‘in -the . areas
where it has been.most. serious for a number of years. This most welcome improve-
ment occurred despite the fact that, mamly for demographic reasons, the- Cana-
dian labour force was- expandrng more rapidly in 1964 than in any year save two
for which official statistics are available.

The advance in GNP excludmg the farm’sector Was even larger than for total
GNP nsmg by about 10 per cent The agrlcultural sector m 1964 en]oyed a year
in whlch the weather was agaln k1nd on ‘the Whole and the harvest was good as
measured by the long term average But a. second successxve grain crop of the
magmtude of the. mammoth 1963 harvest could not ‘be expected and accrued
farm income as recorded in the nat1onal product accounts showed a decllne in 1964.
Farm cash.income, - however ,was substantially higher in 1964 than in 1963, and.
the farm sector as a whole shared in the rising incomes and prosperity of the rest
of the nation. . . - e

ngher employment levels and hlgher average earmngs were reﬁected in
the. consumer expenditure pattern. Retail sales of all kinds’have been brisk, but
the most' dramatic gains occurred in: sales’ of consumer durable:goods. About
half ‘the valie of consumer- durables bought in-any year are new and used cars,
and automoblle sales in 1964 created new records in'the course of the year

Durlng 1964 the number of marrlages 1ncreased qulte sharply Net immi-
gration was higher. More people ‘were starting, family life in- Canada in :1964
than was the case in 1963, and-more people were buymg and moving 1nto new:
houses. There was also .an_increase.in the number of young people not. yet
marrled who were settmg up. the1r own bathelor estabhshrnents in apartments
for the ﬁrst time. As mlght be expected sales of furmture and other kmds of
household durables: rose cons1derably Some people ran down the1r savmgs a
little to finance. these, purchases, (even though total personal savings continued,
to -increase substantially), while' some others .increased- their- instalment debt.

i S
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This was evidence of continued confidence in the outlook for jobs and income,
confidence which appears to have been fully justified by events.

The economic highlight of the year 1964 was the dramatic revision made
by the business sector in its capital investment expenditure plans. The first
survey of investment intentions, published in February 1964, showed that the
private sector expected to increase its capital outlays (excluding housing) at
approximately the same rate of gain as that achieved over the preceding two or
three years. By the time of the mid-year review, published in July, the business
sector had revised its expectations very sharply upward, indicating that private
investment totals for the year were expected to reach a level substantially
higher than the original forecast.

The actual amount of capital outlays by the business sector in 1964 was
close to the level forecast in the mid-year survey. The contribution made by
investment expenditures to the economy was therefore strong, and was sus-
tained through the year. These circumstances, and other evidence now becoming
available on the outlook for business investment expenditure, indicate that
private capital outlays have again become a dynamic element in the overall
growth picture. :

Following the developments in 1964, we may regard the continued announce-
ments of further additions to capacity as having another significance. Expendi-
tures on machinery and equipment bring quick returns to the economy, as this
equipment is put into productive service very rapidly. These increases in produe-
tive capacity are then soon available to meet the rise in demand, stimulated by
the investment process itself.

Federal government purchases of goods and services advanced only slightly
" in 1964, and have played a less important part in the current business expansion
than has been the case in the past. This, to some extent, has been a reflection of
the changes that have been taking place in defence expenditures. Provincial
governments and municipalities have continued to increase their purchases of
goods and services. Continued population growth requires additional construc-
tion of schools, hospitals, sewers, roads, and other forms of social capital, and
also more people employed in education, health, and community services of all
kinds. : .

Exports, of course, played a very important part in the general advance of
1964. Apart from the special wheat sales, there was steady growth in most of
the major traditional exports, the products of our mines and forests. This was
a reflection of continued strength in the foreign markets for our products. At the
same time, there was a striking advance in some of the newer exports, especially
manufactured goods. Exporters have been helped in this field not only by the
lower value of the Canadian dollar in international markets since 1962, followed
by relative cost and price stability, but also by increased use of export financing
facilities. Much is due to the considerable enterprise and effort put into the
expansion of foreign sales by Canadian producers in 1964.

Wheat exports, expanded by the special sales to Russia which took place
through the winter and spring of 1963-1964, contributed substantially both to
Canada’s international reserves and to the general prosperity of the country.
The cash income received by wheat producers as grain moved through commercial
channels released funds for investment outlays in the farm sector, and also for
some additions to consumption expenditure. Production and income in other
sectors were thus affected by the export of wheat under the special contracts.



43

Imports also were higher in 1964. In any free and open economy; a rise in.
economic activity. calls forth'a demand for higher imports. This is particularly-
true of the Canadian economy, with its high degree of international specialization..
The investment programme of 1964 naturally was accompanied by a rise in
imports. The speedy installation of imported manufacturing equipment was an
important factor in the expansion of production facilities to. meet rapidly-
growing demand. In this case as with many other products, the availability of
imports at competitive prices acted to maintain price stability.

. The international current account deficit was reduced further in 1964 to
$453 million, despite the sharp rise in imports, as both wheat and non-wheat.
exports expanded substantially. Even if the entire amount of the exceptional
wheat shipments to the Soviet Union were to be deducted from exports in 1963
and 1964, the current account deficits so computed would be of the order of $750
million in both years, a considerable improvement over earlier years, particularly
when measured against rising incomes and heavy outlays on ‘machinery and
consumer durable goods, which typically have a large import content.

All of the recent improvement has been with overseas countries; the current.
account deficit with the United States widened considerably in 1964. In a’
subsequent section in this Review the broad pattern of financing our current
account deficit is described. Briefly, the large current account deficit with
the United States has, as usual, been covered only in part by a capital inflow from
that country. The remainder has been covered by receipts from other countries,
arising mainly from a surplus on current transactions, and from newly produced
gold in Canada. On balance, over the postwar period, Canada has been a net
provider of U.S. dollars to the United States economy.

Some modest upward movement in the various measures of price change
continued in 1964. These movements are discussed and analysed in later pages
of this Review. The section on prices points out that there are technical problems'

-associated with the construction of some price indexes, which may perhaps
have the effect of causing an apparent upward drift in the general level of meas-
ured prices, when it is by no means certain that true price increases have oc-
curred. ’

Price movements are an essential element in a free and dynamic economy,
inducing as they do the necessary movement of men and capital among industries,
among occupations and among regions. In Canada, the distances. between,
labour markets, together with the shortages of some kinds of skills, must always
be recognized as a potential source of price strain as the margin of unemployed
resources diminishes. However, to the extent it is possible to derive statistical
proof, Canada appears fortunate in having a relatively high degree of mobility,
with both labour and capital responding fairly readily to price and cost move-.
ments. '

In this regard, and in other respects, it is therefore a fact of significance
and for gratification that the greatest declines in unemployment which took place
in 1964 were in the Atlantic provinces, Quebec and British Columbia. The margin
of unemployment in Ontario and the Prairie provinces was of relatively small
proportions at the beginning of 1964, and showed some improvement as the year:
wore on. Thus, the regions-of high unemployment showed the most improvement:
over the year. Moreover, this improvement reflected not just a decline or stabili=*
zation of the labour force, but an important increase in the number of people with:

96408—43




‘ 44

jobs.. This givesstrong indication’of overall and substantial improvement in the
economies-of these regions. These trends are encouraging, given our objective to
attain maximum employment Wthe mamtalmng the greatest possrble degree of
pnce stablhzatlon

Outlook for 1.96'5

This record of a year of strength leads naturally to consrderatmn of what
may lie ahead. The evidence we have at present already suggests that the economy
has moved into 1965 at continued hi gh levels of activity, and there are indications
that the present year wﬂl be .one in whrch addltlonal 1mportant economlc gains
are ach1eved in Canada. ' .

The outlook contains several s1gn1ﬁcant elements of strength Among
these are the plans for continuing advance in caprtal expenditures in both the
pubhc and private sectors, and further 'increases in consumer expendlture in
response to continued improvements in personal disposable income. The normal
growth . of government, expenditures can be expected to continue. We cannot
expect these elements of strength will be reinforced, as they were in' 1964, by
extraordlnary gains in exports; nevertheless, exports should be well maintained
by the favourable demand conditions.prevailing in the United States and most of
Qur overseas. markets so that any decline which Inay occur in exports of wheat
from the abnormal 1964 level should be offset by. gains in exports of other, klnds

The Investment Outlook . : EIE H

The recent report on’ ‘the investment outlook shows that total pubhc -and
prlvate investment in 1965 is-expected to exceed that of 1964 by fourteen per
' cent Therefore, it is now, expected that 1965 will be the second successive year
in whlch new. caprtal formation has shown a strong tendency to expand ‘from the
rel'_tlvely low levels Wh1ch existed in earlier years. In those years pubhc and pri-
vite capltal formatlon amounted to 22 per cént or less of ‘gross national product, ’
by contrast wrth the hlgh ﬁgure of 27 per cent in 1957. If the forecast for 1965,
is fulﬁlled a'level of capital formation equivalent to more than 24 per cent of
gross national product will have been reached.

- Tn"dddition to business capital requirements, which are discussed below, a
large ‘Part of the current investment programme consists of housing and social
éap1tal This is in part a consequence of the ‘‘population bulge ‘"The number of -
young adults in the 20 to 24 and the 25 to 29 age groups will increase very rapidly
during the next five years: by 31 per cént and 22 per cent respectively, compared
thh 18percent and a decline of 2 per cent over the past five years. These groups,
iy partlcular the 25-29 group, provide a large market for new housing, which
in“turn implies more schools and municipal services: Moreover, both age groups
are important buyers of durable goods and can be expected to undertake sub-
stantial forward obligations at this time of life,.in contrast to the relatively
hlgher savxngs patterns that’ occur in m1ddle age groups

- Businessnien.in estimating- future markets and prov1dmg the cap1tal facﬂl-.
tles necessary. to produce theé.goods. and services required ‘by such markets are
undoubtedly taking these-and other factors into account. In addition,. there are
important. new. capital requirements for.export ‘markets. The domestic ‘““in-
frastructure’” of transport, power utilities and other services which are basic to-
the continued development of industry will also require substantial amounts of
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capital formation. Some idea of the investment required by these basic industries
can be obtained from the recent report on thé investment outlook for the year
1965. Manufacturing industries have reported investment' inténtions over one-
fifth higher than in the preceding year. Finance, real estate and commercial ¢on:
struction is expected to increase by as much as one-third. over 1964. Tranis-
portation, electric power and other utilities, retail and wholesale trades and new
residential construction are all expected to increase their fixed capital invest-
ments by one-tenth. It can be-expected that businessmen will continue.to add
to their stocks of inventories more.or less in line with the growth-of commodity
production. In recent years, inventories have been worked down to lower levels
in relation to production and sales. S

Consumer expenditure -~ o e

+ Changes in the number of people in particular age groupings, as illustrated
in the preceding chart, have important consequences for consumer durable goods
purchases, for example in the sales of automobiles, appliances and. other house-
hold. goods. These' purchases expanded rapidly in- the past year, .but without
excesses occurring. in- productive. capacity - or deterioration in the quality of
credit issued in connection with these purchases. A continuation of this expansion
is expected in 1965, although at aisomewhat less'rapid rate. At least some of the
demands that had dccumulated earlier may have been met in the buoyant situs
ation prevailing in 1964. - ' P S s
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Government expenditures

Provincial governments and municipalities are expected, on the basis of the
budgets so far announced, to increase expenditures in 1965. Related in part to
population growth, demands for municipal services and for provincial highway,
power and other developments will increase. School and hospital programmes
will be expanded. In addition to capital requirements, provincial and municipal
governments have been increasing their current operating expenses. Total
expenditures by these governments may therefore be expected to increase at a
rate commensurate with that of the past few years, which is considerably in
excess of the rate of increase in gross national product.

Total federal government expenditures will increase at a slightly smaller rate
than the gross national product. Transfers to provincial governments and
municipalities and to persons through old age security payments and other health
and welfare programmes will rise at a moderate rate. Outlays on non-defence
goods and services are expected to increase as in the past year, while defence
expenditure will remain relatively stable.

The aggregate of all governments’ expenditures on goods and services is ex-
pected to rise at a rate slightly more than gross national product in 1965, with
little change in the share of that product devoted to public as distinct from private
uses.

Ezxports and Imports

- The outlook for exports is determined to an important extent by conditions
in United States’ markets. The Economic Report of the President issued in
January 1965, suggests a range of gross national product in that country for 1965
‘of between $650 billion and. $670 billion, the middle point of which would be
approximately six per cent above the level of $623 billion achieved in 1964.
Additional inventory accumulation over and above the very moderate levels
of recent years, is also suggested in that Report. Translating these factors in
demand for Canadian exports on the basis of past relationships, a substantial
improvement in exports to that country can be expected in the coming months.

" There are, of course, several offsets to be expected in overseas markets.
‘Wheat sales cannot be expected to be as high as they were last year when the
‘special shipments to Russia took place, although sales to Eastern Europe and
China are continuing. Exports to the United Kingdom will be affected by the

measures recently imposed to deal with her balance of payments difficulties.
The outlook iy most European markets and Japan is, on the whole, favourable.

 ‘Taking all' of the above factors into account, the expansive factors are
‘expected -to: more than offset the anticipated declines in certain markets. On
‘balance, however, 'we would expect a smaller increase in exports in 1965 than
last year. ’ C

Imports will continue to increase. The closer the economy approaches limits
of capacity in particular industries, the more it would be inclined to satisfy its
needs from ‘abroad, especially since another substantial increase is expected in
investment in machinéry and equipment, much of which is not produced in
Canada. Offsetting these tendencies, of course, have been the continuing successes
‘of ‘Canadian producers in making inroads in new markets, both at home and
‘abroad, through’the development of new lines at competitive prices.

... On béla;ic_é; it would be prudent to expect-some widening of .the current ac-
‘count deficit in 1965, from the levels achieved in 1963 and 1964 when the massive
sales of wheat had a substantial impact on the trade balance.
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Demand and Supply

The sum of these demand factors is expected to give rise to a further sub-
stantial growth in gross national product, probably at a rate somewhat less
than the exceptional rate of increase now known to have been achieved in 1964.

Productive capacities in general appear to be adequate to meet the probable
demands. There may be some supply difficulties in specific localities and indus-
tries, which a high degree of mobility of both labour and capital would help to
relieve. The labour force is expected to increase somewhat more rapidly than in
the past year,.as a result of the large number of new entrants in the younger age
groups, many of whom will be coming on to the labour market next.June. It is
also expected that industrial productivity will continue to improve. In these
circumstances of productivity improvement and high labour force growth, the
increases in output required to meet the demands outlined above are clearly
within the growing capacity of the economy. Indeed, the economy must continue
to expand rapidly if all those who wish to obtain employment are to find jobs.

Conclusion .

These pages have contained an assessment of the outlook for the various
sectors of the economy in the year ahead. In each case, some further expansion
of expenditures appears likely. Some sectors may grow more rapidly than others,
and the overall picture is one of rising but not excessive outlays. Productive
capacity, in terms of both labour and capital equipment, will be larger in 1965
than it wasin 1964, so that the increase in demand will be accompanied by higher
levels of domesti¢ output. While the record gains of 1964 may not be matched,
good progress.can be expected in the months ahead. Within a framework of
continued relative stability of cost and price levels generally, and with the
expectation of continued strength in our foreign markets, the Canadian economy
as a whole should move forward to new and higher levels of activity in 1965.




THE NATIONAL ACCOUNTS °
NATIONA‘L;INCOM-E AND PRobUCT

The:Gross National Product is the most convenient measure of the.country’s
production of goods and services as a whole. Gross National Product in 1964
rose more rapidly than in any previous year of the present upswing. Comparing
1964 with' 1963, labour income, corporation profits and investment income
advanced strongly Details are set forth in Table 1 and are shown gra,phlca,lly in
the charts on page 4. - o ;

The level of non—farm activity at the begmnmg of 1964 was already hlgh
and a further substantial advance occurred during the first quarter.. Gains
during.subsequent quarters were less marked but the advance continued through-
out the year - R S : :

PER CENT CHANGES IN MAJOR INCOME COMPONENTS(‘) : .

3Q 1963 4Q 1953 lQ 1964 2Q 1064 3Q 1964 '1964'..
E , 4Q1963 1Q1964 2Q 1964 31064 4Q 1064 1065

S Labourlncome..’..._. ......... FORR T84 102 6:5 105 T2 8T -

'Corporatxon Profits before taxes and ’ T ’
before dividends paid abroad. ..... 24.8 . 39.4 -~11.1 -8.2 46.1 14.6
Investment Income.................. 10.8 3.0 . 4.0 ~0.5 17.2 5.9
Net Income, non-farm unincorporated
DUSINESS. v vevireieeniennrinens 1.3 7.0 5.7 6.2 —-4.9 4.7
Gross National Product............. 11.3 117 7 6.7 6.1 5.3 8.9

(U 8easonally adjusted, and percentage changes expressed at annual rates.

As a result of these developments, the Gross National Product was 8.9 per
cent higher than it was in 1963. '

The gain in wages, salaries and supplementary labour income, which
amounted to 8.7 per cent, was accounted for by higher employment and lower
unemployment on the one hand, and by the continuing secular uptrend in
wage-rates, on the other. Increases in total earnings were over 9 per cent in
manufacturing and construction, and in the primary industries as a group they
amounted to 6.6 per cent. In the service sector, earnings in finance and personal .
services rose by 12.5 per cent. Transportation, communication and other utilities,
together with public administration, recorded gains of about 6 per cent.

The sustained strength in labour income has been accompanied by a generally
higher level of profits. Corporation profits, before taxes and before payment of
dividends to non-residents, were 14.6 per cent higher than they were in 1963.

48 .



S A © TABLE1 :
T NATIONAL INCOME AND GROSS NATIONAL PRODUCT -
: (Seasonally adjusted at annual rates)

v B : [ - RN v e - . : Lo : e

) - . : o o - 1963 N . 1964

1Q.)°2Q | 3@ | 4@ | 1Q | '2Q- I 3Q | 4Q-
: ) . L o ) S B (Millions of dollars) I )
1. Wages, salaries, and supplementary labour i income-.....c..iieinin, ..... e 20,996 | 21,308 | 21,712 | 22,168 | 22, 732 23 100 23,704 | 24,128
S 2. Mllltary pay and allowances. .............. e L o - 1560 608 596 | - 628- 572 576 584 [+ 600
-3. Corporation profits before taxes.:.......:... . : . . -+ 3,900 | 3,960 | 3,940 | 4,184 | 4,596 | 4,468 | 4,376 | 4,880
~4." Deduct: Dividends paid to non-resxdents(l) d N . ~608 [. —560 | —596 | —688 —684 1 —588 | —680} —788
_5.-Rent, mterest and miscellaneous investment income. ,......... . . . 2,992 1 .3,072 | 3,112 -3,196 | 3,220 { 3,252 { 3,248 | 3,388,
_6.. Accrued net income of farm-operators from farm productxon(” s . 1,720 | 1,708 1,664 | - 1,808 1,372 1,680 | 1,432 | 1,404
-.7.”Net income of non-farm unincorporated- business®.................. P 2,448 1-2,440 | 2,496 | 2,504 | 2,548 | 2,584 | 2,624 | 2,592
8. Inventory valuation ad]ustment..;...l .................... e enennes e PPN —136 -312 -144 —188 —140 —292-| _ 88 —-.1404
.9. ‘National Income...... F e e e e e Yereeeas T 31,872 | 32,224 | 32,780 { 33,612-| 34,216 | 34,780 | 35,376 | 36,064
10. Indirect taxes less subsidies. ........ e O, Cveveo 5572 | 5,308 | 5,680 | 5,752 | 6,140 | 6,340 | 6,500 | 6,344
11.":Capital consumption allowances and mlscellaneous valuatlon admstments .............. ..l 4,996 | 5,140 | 5,160 | 5,392 | 5,512 | 5,580 | 5,596 { 5,740
12. Residual error of L1 4T - A —280 —112 ( —192 —144 52 —16 —80 -—13_2'
13. .Gross National Product at Market Prices....................... . e P 42,160 42,560 | 43,388 | 44,612 | 45,920 | 46,684 | 47,392 | 48,016
14. (Gross N atlonal Product at Market Prices excludlng Acecrued Net Income of Farm Oper- : < - -
ators)...- ............................... e e e e e e i (40,440)| (40,852)((41,724)( (42,804 )| (44, 548) (45.004) (45,960), (46, 612)

(‘)Includes the w1thhold1ng tax applicable to this item: ) .
_®Includes an arbitrary smoothing of crop production and standard seasonal ad;ustments for w1thdrawals of graxn from farm stocks and the change in lxvestock

items. Because of the arbitrary elements, too"precise an interpretation should not be given the seasonally ad]usted ﬁgures of ‘accrued net 1ncome of farm operators
G”Includes net income of 1ndependent professxonal praetltxoners B N .

6%’
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The substantial gains recorded in non-farm income were offset slightly by
a drop in net income of farm operators. The decline in farm income, which
amounted to 14.7 per cent, was a reflection of the return to more normal crop
levels in 1964 from the record prairie wheat harvest of 1963: The 1964 level of
farm income, in itself, was rather higher than the average of the past decade.

It may be noted that the fall in net farm income recorded in Gross National
Produet did not reflect a fall of similar proportions in farm cash income. Net farm
income in the National Accounts is calculated on an accrual basis, with the new
crop being recorded as income when it is harvested. Also included in this item
are the acerued net earnings arising out of the operations of the Canadian Wheat
Board. Farm cash income, which represents the actual cash receipts of farmers
(excluding some supplementary payments), rose from a total of $3,185 million in
1963 to $3,456 million in 1964, a rise of 8.5 per cent. This rise was partly due to
the payments made by the Canadian Wheat Board to the farmers through the
winter and spring months of 1963-64, as grain moved rapidly into commercial
channels.

Total non-agricultural output in the economy, in volume terms, was 6.7
per cent higher in 1964 than in 1963. Sharp gains occurred in the transportation
industries, which advanced by 10 per cent, reflecting the high level of activity
in the handling and shipment of goods for export, particularly wheat. Output
of the electric power and gas utilities, a useful guide to the level of industrial
activity generally, was nearly 10 per cent higher.

Among the goods-producing industries, forestry output recorded a gain of
over 8 per cent. This was associated with a comparable rise in exports of forest
products. Mining output rose by about 9 per cent, and manufacturing output by
nearly 8 per cent. Because of the major part played by manufacturmg in the
economy, this gain accounted for about one-third of the aggregate increase in
output. Much of the increase reflected a substantial gain in output of motor
vehicles and parts, and expansion of iron and steel production. Qutput in the
construction industry, which was heavily influenced by the winter housing in-
centive programme, was high in the first and fourth quarters of 1964 (on a season-
ally adjusted basis) but at somewhat lower levels in the second and third quarters.
For the year, the advance in construction was over 9 per cent.

The high levels of manufacturing output, and specifically the gains in output
of automobiles and iron and steel products, give some indication of the growth
which has occurred in the economy since 1961. Total manufacturing output of
durable and non-durable goods rose by 30 per cent between the first quarter of
1961 and the fourth quarter of 1964. Production of durable goods rose by nearly
40 per cent during this period, with production of primary iron and steel being
72 per cent higher. The advance in output of motor vehicles which was curtailed
due to strike conditions in the fourth quarter had risen by 126 per cent by the
end of the preceding quarter.

National income and product in the fourth quarter recorded further gains,
giving final 1964 totals substantially higher than the 1963 levels. Such price
movements as have occurred (discussed in greater detail below) have accounted
for only a small part in the overall advance. The degree of soundness and strength
revealed in the course of 1964, coming as it did in the fourth year of a cyclical
expansion, was notable not only for this reason but also because the economy at
year-end was exhibiting no significant signs of distortion. The generally balanced
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growth characteristic of the earlier part of the expansion continued through the
year. Supply and capacity were, on the whole, able to meet the demands placed
upon them. The 1964 developments on the expendlture side of the accounts are
reviewed in the followmg section. - , S .

NATIONAL EXPENDITURE

All major components of demand continued to expand during 1964. The
following table summarizes the course of events through the year and compares
the quarterly level of expenditures in the various sectors with the level recorded
in the preceding quarter.

PER CENT CHANGES IN MAJOR EXPENDITURE COMPONENTS®
3Q1963 4Q1963 1Q1964 2Q 1964 3Q 1964 1964
to to to to —
4Q1963 1Q1964 2Q1964 3Q 1964 4Q 1964 1963

Personal expenditure......... 1.9 2.5 0.7 2.2 1.6 7.3
Non-durables... .. 0.5 2.0 1.7 1.7 2.5 6.3
Durables................ 7.5 4.2 -3.5 7.2 — 6.6 10.4
Services................. 1.9 2.7 0.7 1.4 2.9 7.8

Government expenditure..... 0.1 5.5 — 0.5 0.2 2.9 7.3

ederal.................. - 2.7 8.1 - 5.2 0.7 — 0.7 3.5
Provincial-Municipal..... 1.7 4.0 2.3 — 4.9 9.4

Investment expenditure...... 4.3 11.3 - 1.3 - 1.2 7.6 . 18.1
Residential.............. 5.8 18.8 —12.3 - 1.9 13.7 18.4
Non-residential.......... 2.6 7.0 2.5 4.1 6.3 17.9
Machinery and equip- . )

ment ................ 5.0 9.6 20 — 5.5 5.6 18.2

Ezports....c..ocvevniniiinins 8.2 2.7 6.1 1.4 - 3.3 15.0

Total final demand.......... 3.0 4.3 1.1 1.2 1.8 10.2

Total final demand ex im- )

o35} ¢ 7 SN 2.9 3.7 * 1.6 1.6 . 1.6 9.6

Inventories.................. +84m —$120m —§ 4m —$ 60m —$156m —$l1lm
Businessonly............ +$252m +$ 72m +$§ 4m +$188m —$756m +$310m

MQuarterly magnitudes seasonally adjusted.

In the personal sector, total expenditures in 1964 were 7.3 per cent above
the level recorded in the third quarter of 1963. During the year, the other-
wise steady quarter-to-quarter gains were marked by a pause in the second
quarter, when the total changed little from the high first-quarter level. The
second-quarter total of expenditures was affected by a marked fall-off in consumer
purchases of durables after the sharp gains of the earlier months. This pattern
was associated with the unusually high level of activity in residential construction
in the first quarter, as a result of which employment and consumer demand in the
winter months were greatly increased in comparison with the traditional seasonal
pattern. Further increases of the same magnitude in employment and expendi-
. tures in the second quarter could not be expected. Third-quarter purchases of
consumer durables, however, rose again as consumer demand remained very.
strong. The supply of new cars during' the annual changeover was, in 1964,
adequate to meet high levels of demand, while purchases of other kinds of
durables were stimulated by the high rate of residential construction. However,
unavailability of some models of automobiles, due to strikes in the industry,
resulted in a renewed decline in the fourth quarter but the year-over-year gain in
durables expenditure was more than 10 per cent; A strong gain in the purchase
of services was also evident, although a temporary levelling-off occurred here
also in the second quarter.
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. TABLE 2.

PER CENT CONTRIBUTION OF GNE COMPONENTS TO TOTAL' CHANGE
. IN GNE-—-THREE POST-WAR EXPANSIONS

2Q 1954 1Q 1958 1Q 1961
. to to . to
. 4Q 1956 1Q 1960 4Q 1064
. _ (10 quarters (8 quarters | (15 quarters

: o P N after after trough) after

. trough) (revised) trough)

Personal expenditure on consumer goods and services........ 43.6 48.9 54.3
Non-durable goods............coouveiviiiiiiiiiinnninnnn. 18.8 17.6 25.2
Durable goods.............cccoviiiiiiiiiiiiiii i 7.0 4.8 7.8
Services........ T e O S U SO e C17.8 2.5 21.8
Government expendltures on goods and servxces '15.6 15.5 15.6
Federal.. 4.7 —1.5 1.8
Provincial and Municipal 10.9 17.0 14.8
New residential construction 3.7 -0.7 6.2
New non-residential constructlon - 16,1 —4.9 9.1
New machinery and equipment..t.......coeeeeeeeinnnnnn... .- 11.8 5.7- 9.8
Non-farm business inventories...:.........coouvn. .. e c.0 1501 33.8 —2.3
Farm inventories and gram in commercxal channels .......... 7.4 3.6 4.4
Exports of goods and sérvices............. P P CL1ne -19.9 © - 26.8
Imports of goods and services (—).......: e e —31.0 - —21.8 —23.7
GNE(ex.erxj_or) ..... L CXEEET TP TR . 1000 | .100.0 - 100.0

Government sector expendltures on goods and services rose by 7. 3 per cent
between 1963 and 1964. Federal expénditures were up by 3.5 per cent and
the first-quarter figures were affected by the purchase of some major items of
defence -equipment and by a number of other outlays of an unusual or non-
recurring nature. Reductions in defence expenditures over the year were slightly
exceeded :by increases in non-defence’expenditures, while at the provmclal-
municipal; level there has been contmulng growth of expendltures on educatlon,
roads ainid highways, and health sérvices: '

Total investment outlays in 1964 were, of course, heavily affected by the
pattern of residential construction activity. The payment, of a $500 bonus to
purchasers of winter-built housing, among other- factors, stlmulated house—
building in the first and fourth quarters, so-that this form of expendltura (sea-
sonally adjusted) experienced a decline from the first to the: second -quarter and-
remained.reldtively low in the third, rising again in the fourth. The reintroduction.
of the ‘special measures in the winter of 1964-1965 resulted i in. a strong upturn
m housmg expendltures in the fourth-quarter of 1964. < -

- The timing of outlays on plant and eqmpment was also 1nﬂuenced by speclal
factors in'1964, including the application of an additional 4 per cent sales:tax on
building m’aterials and production machinery at.the beginning of thersecond
quarter. Total investment-activity in 1964 was high in ‘the first quarter, with
some decline occurring subsequently .The third quarter level, however, was 13.2
per cent above the level .of the third quarter 1963,’and. there was ‘a very strong
rise again in the last quarter, which carried. 1nvestment for the year as-a whole to.
a level 18.1.per cent higher than in 1963. The fourth quarter total was influenced
by the special factors ruling at the end of the year, notably the renewed housmg
incentives and possibly some anticipation of the final increase in sales taxes on
January 1, 1965. : TSRS



TABLE 3
GROSS NATIONAL EXPENDITURE

(Seasonally adjusted at annual rates)

A ‘ 1963 , 1964
- : 11 2771 3@ | 4@ 11 | 20 | 3Q | 4«
, A ' ' " (Millions of dollars) ‘ '
1. Personal expendlture on consumer goods and services........ ... ... 26,744 27,140 27,632 28,148 28,852 29,040 29,684 30,148
2. Government e Apendxture on goods and services.............iieiiinann., 7,980 7,884 8,112 8,120 8,564 8,524 8,544 8,796
3. Business gross fixed eapital formation®............................ 7,112 7,512 7,704 8,036 8,044 8,828 8,720 9,380
New residential construction. ....... 1,596 1,668 1,782 1,832 2,176 1,908 1,872 2,128
New non-residential constructi 2,640 2,864 2,880 2,956 8,164 3,244 3,876 3,588
. N ew machmery ami eqmpment ................. 2,876 2,98? 38,092 3,248 8,604 3,676 8,472 8,664
. to P . L . ’ .
4. Value of physical change in mventones——total(’). e e '568 + 298 528 572 452 448 388 o232
. Non-farm busginess mventortes. e e 184 ~132 ‘2,8 - 500 678 T. 616 804 .48
Farm inventories and grain in commercial channels...................... 3884 428 280 | 72 —~120 — 168 —416 184
5. Exports of goods and services® ' 8,612 8,960 |° 9,000 - 9,736 9,996 - 10,604 10,756 10,404
6. Imports of goods and services® . —9,136 —9,348 —9 780 [ —10,140 | —10,840 | —10,772 | —10,784 —11,076
7. Residual error of estimate........ B 280 116 § - - 192 140 —48 - 12 84 © 132
8. Gross Naﬁloml Expenditure af Mnrket Prices.. B LR LETTRr . .42,,_ 160 42,560 ) 43,5{88 ) 44_,(_512 453920 46,684 p 4}7,392 48,016

period to obtain the value of physical chauge.

(Includes private businesses and institutions, and publicly owned bdsmess énterprlsés.

(The book value of inventories is deflated to remove the effect of price changes and the derived *

justment (see line 8, Table 1)

‘physical”’ chahgé is then valued at average prices of the current

The difference between this value of physwal change and the change in book value is called the inventory valuatxon ad-

. Minor adjustments have been made to the figures of current receipts and payments shown in Table 26 to achieve consistency with the other component series.

LS



TABLE 4.

GROSS NATIONAL EXPENDITURE IN CONSTANT (1957) DOLLARS

(Seasonally adjusted at annual rates)

1963 _ 1064
. o Q1 29 | 3Q | 4Q 1Q | 2@ 1 3Q | 4Q
_ . . _ (Millions of dollars) .
1. Personal expendxture on consumer goods and services.......... e 24,712 24,984 25,312 25,732 26,252 26,316 26,812 27,156
2. Government expenditure on goods and services 6,848 6,704 6,852 6,784 7,140 7,076 6,996 7,184
3. Business gross fixed capital formatlon. s 6,308 6,624 6,728 6,968 7,684 7,476 7,360 7,848
New residential construction........ J 1,392 1,440 1,480 1,532 1,796 1,662 1,604 1,692
New non-residential construction........ P . 2,360 2,662 2,544 2,692 2,764 2,808 2,90} 8,048
New machmery and eqmpment ......................................... 2,656 2,632 2,704 2,844 8,124 8,116 2,952 8,108
. Value of physical change in mventones—tota.l. e PN 536 . 268 © 508 532 444 424 336 208
. "Non-farm business INVERLOTIEs. .\l e 168 ~116 248 460 668 696 744 82
Farm inventories and grain in commercial channels 368 884 260 . 72 - 124 - 172 — 408 176
5. Exports of goods and services. 8,028 8,344 8,360 -8, 940" 9,128 9,648 © 9,672 9,404
6. Imports of goods and services -8,220 —8,376 —8,632 —8,924 -=9,472 —9,364 —9,436 -9,740
7. Residual errorof estimate. ..ot - 256 104 172 128 - 44 12 76 116
8. Gross National Expenditure at Market Prices........... RYTRTTRRTO ...| 38,468 38,652 39,300 40,160 41,132 41,588 | 41,816 42,176
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The export sector (discussed in greater detall below) was a major source of
strength in 1964. Wheat exports were, of course, heavily affected by the 1963
crop failure in Russia, as a result of . whlchvbo‘th Russia and other countries
normally dependent on Russia for some part:of their wheat supplies entered
world markets as major buyers. Exports excluding wheat, however, also increased
substantially in 1964, reflecting high levels of economic activity in the United
States and other principal markets. The movement of wheat into export channels,
by its effect on farm cash iricome, contributed to the rise in consumer purchases
and also to expenditures on new machinery and equipment. Other industries
in the export sector also undertook expanded investment programmes in the
course of the year.

Business investment in inventories through-the year showed a fairly regular
quarter-to-quarter gain, until the fourth quarter when the accumulation was
small. This advance represented about a 3. per cent rise in the total level of non-
farm business mventorxes compared with an’‘increase in non-fa.rm GNP of about.
10 per cent.

The change in total non-farm inventories through the year was the sum of
many changes in the various sectors. Some of these changes were offsetting. In
the third quarter, for example, retail inventories declined while manufacturers’
inventories rose. This shift reflected the circumstarices prevailing in the auto-
mobile market in the summer of 1964. The sustained record levels of automobile
sales caused a heavy depletion of retail inventories during the changeover period,
while manufacturers built up supplies of new models in anticipation of a con-
tinuation of record salesinto the fourth quarter. This buildup, however, was also
in part due to expectation that supplies of components might later be interrupted
by strikes. To some extent, this factor also contributed to a buildup of supphes
of some kinds of steel at the manufacturers’ level.

Inventories are by nature a highly volatile element. On the whole, develop-
ments since the fourth quarter of 1963 seem to reflect attempts by industry to
raise the level of their inventories; these attempts however, have been offset
by the sustained overall level of demand in the economy, and inventories at
the end of 1964 were st111 relatively low compared to sales levels across a large
part of the economy. , :

Tables 2 and 5 analyse the movements of . expenditure components over
three postwar expansions. At the end of 1964, the level of economic activity had
been rising through‘ fifteen successive quarterly periods. The- preceding two
cyclical upswings, that of 1954 to 1956 and that of 1958 to 1960, had lasted ten
and eight quarters respectlvely Table 2 reveals the relatively greater 1mportance
of the export sector in the current growth trend, compared to the two previous
cycles. It also indicates that additions to non-farm business inventories have so
far not contributed to the expansion of demand. Consumer expenditure, notably
on goods, has played a rather stronger role in the current expansion than pre-
viously, while the government sector has been unchanged in relative importance.
Private investment outlays have contributed. more strongly to the present up-
swing than they did in 1958-1960, when investment activity failed to expand with
the rest of the economy. Private investment spending, however, remains sub-
stantially less 31gmﬁcant tha.n it-was durmg the capltal expenditures boom of 1954-
19586.
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GROSS NATIONAL EXPENDITURE
AND SELECTED COMPONENTS,
IN CURRENT ‘DOLLARS"

~ BY QUARTERS; 1953-1964
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Table 5 shows the growth of components of Gross National Expenditure from
a rather different viewpoint. This table -compares the average annual rates of
growth in both total expenditure and its various components during the three
post-war cycles. Total expenditure in the current upSwing has grown at an annual
rate of 8.8 per cent, compared to about 6.9 per cent in 1958-1960, and 11.7 per
~cent in 1954-1956. Real non-agricultural gross domestic product, which provides
a measure of output in constant dollars and excludes the irregular impact of
crop conditions, has grown at'a rate of about 6.0 per cent since 1961. Government
expenditure on goods and services, at 6.9 per cent, has grown less rapidly in the
current expansion than in 1954-1956, but moderately faster thanin 1958-1960.
Private investment outlays have grown much more rapidly since 1961 than in
1958-1960, but more slowly than in 1954-1956. Exports again show up as a
source of strength in the present expansion. On the whole, the expenditure com-
ponents viewed on this basis indicate clearly the more balanced nature of the
current period of growth. .

TABLE 5

CHANGES IN COMPONENTS OF GROSS NATIONAL EXPENDITURE
OVER THREE POST-WAR EXPANSIONS

1954-1956 © 1958-1960 1961-1964
Average annual per cent change
over period of expansion
10 Quarters | 8 Quarters 15 Quarters
after 2Q after 1Q after 1Q

1954 trough | 1958 trough | 1961 trough
Personal expenditure......... ettt na et e, 8.2 5.6 7.1
Non-durables . ’ 6.6 8.9 6.6
10.9 - 4.7 9.6
9.6 8.4 7.0
10.5 . 6.2 6.9
Federal................ 6.8 —-1.8 1.8
Provincial and Municipal.. 16.1 ) 18.0 10.8
New residential construction. .. 9.6 -1.0 13.8
New non-residential construction. 29.2 —4.1 11.1
New machinery and equipment.. .. 17.8 5.5 12.1

Non-farm business inventories................ e +-8454 m) €+$806 m) (—$% 70 m)

Farm and grain inventories..... N (+ $222 m) +$ 86 m) (+8138 m)
Exports of goods and services... e PN 10.4 7.5 11.3
Imports of goodsand services...............ccoviiinennnn.n. 16.6 7.1 8.9
Gross National Expenditure at Market Prices............... 11.7 6.9 8.8
Final Dema.nd (ex Inventories)......ovveivvvnenennnnndonnns 10.7 5.0 8.5
G.N.E. in Constant (1957) Dollars..............cccvvvnnnn.. 8.6 4.4 6.6
Real Non-agricultural Gross Domestic Product............. 8.6 4.7 6.0
Per Capita G.N.E. in Constant (1957) Dollars... e, 5.4 - 2.0 4.5

:PERSONAL IncoME AND ITS DisposiTioN

Personal income .in 1964 reached a level some 6.8 per cent above that
recorded in 1963. Wages, salaries. and supplementary labour income, after
adjustment for seasonality, rose in each quarter of the year, with the gains in
the first and third quarters ‘being greater than the gains in the second and
fourth. Net income of non-farm unincorporated business rose by 4.7 per cent
during the year, while interest, dividend;and net rental income rose by about
5.8 per cent. Transfer pa,yments to persons were 8.3 per cent higher in 1964,
These developments are set out in detaﬂ in Table 6.



TABLE 6
SOURCES OF PERSONAL INCOME

. . 19641
—_ 1961 1962 1963 1964 -
: Q- 1 2 | 3Q | 4Q
(Millions of dollars)
1. Wages, salaries and supplementary labour income.......................... 18,996 20,233 21, 546 23,416 22,732 23,100 23,704 24,128
Deduct: Employer and employee contributions to social insurance and .
government pension funds.......... ... e e — 787 — 812| — 847| — 892| — 86| — 90| — 892 — 900
2. Military pay and allowances....................oiiiii " 550 586 598 583 572 576 584 600
3. Net income received by farm operators from farm production. . 978 1,492 1,587 1,362 1,828 1,276 1,108 1,236
4. Net income of non-farm unincorporated business................. : 2,274 2,376 2,472 2,587 2,548 2,584 2,624 2,592
5. Interest, dividends and net rental income of persons....................... 3,030 3,308 3, 555 3,760 3,088 3,708 3,788 3,856
6. Transfer payments to persons— E
(a) from government (excluding interest)..................... ... ... 3,441 3,729 3,838 4,159 4,148 4,096 4,200 4,192
(b) charitable contributions’made by corporations......... P AN 40 44 44 44 44 4 - 44 44
7. Persomal INCOME. .........o ittt iiiiiii it aaens < 28,522 30,956 32,793 35,019 34,684 | 34,484 35,160 35,748

(Seasonally adjusted at annual rates.

29



TABLE 7
DISPOSITION OF PERSONAL INCOME

1964
-_— 1961 1962 -1963 1964
1Q | ©2Q | 3Q 4Q
‘ ‘ (Millions of dollars)
. Personal direct taxes—

INCOME tAXES8. ..evvuieereteneetiiieeienennns RN 2,125 2,316 2,487 2,930 2,784 2,868 2,996 3,072
succession duties and estate taxes. 146 165 171 185 164 - 228 156 192
miscellaneous taxes............... 240 249 .253 292 284 268 300 316
Total direct taxes ............................................ 2,511 2,730 2_,911 3,407 3,232 3,364 3,452 3,580

. Personal expendlture on consumer goods and services—
non-durable goods 12,178 12,961 13,508 14,355 13,968 14,204 14,440 14,808
durable goods........... 2,716 2,952 3,223 3,558 , 588 3,464 3,712 3,468
Services (D, L. e e e 9,572 10, 000 10,685 11,518 11,296 11,372 11,532 11,872
Total consumer expenditure.................ovivaieinin.... 24,466 25,913 27,416 29,431 28,852 29,040 29,684 30,148
. Personal DEb AV, .ottt e e e e 1,545 2,313 2,466 2,181 2,600 2,080 2,024 2,020
. Persomal Ineome. ..... .. ... i e 28,522 30,956 32,793 35,019 34,684 34,484 35,160 |. 35,748
Personal Disposable Income(’) ............................................ (26,011)] (28,226)| (29,882)| (31,612)| (31,452)] (31,120) (31,708) (32,168)

M]Includes net expenditure abroad.
M Personal Income less total direct taxes.
®Beasonally adjusted at annual rates.

€9
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Farm net income, which is subject to sometimes extensive fluctuations due
to changes in the market conditions and in crops, reached $1,828 million (annual
rate) in the first quarter, but declined to. $1,276 million in the second, and
to $1,108 million in the third and increased to $1 236 million in the fourth. The
explanation for this pattern lies in the timing of payments by the Canadian
Wheat Board to farmers. These payments, associated with the rapid movement
of wheat into export channels in 1963, had been sustained from mid-1963 into
the first quarter of 1964. The decline in these payments in the second quarter
was reflected in net income of farm operators. As a result of this development,
total personal income recorded a decline in the second quarter. The upward
movement was resumed in the third quarter.

Personal disposable income, which is taken as personal income less personal
direct taxes, rose sharply in the first quarter, fell in the second and moved up
again in the third and fourth quarters. The second-quarter decline reflected
the drop in personal income which occurred at that time, associated with the
timing of payments by the Wheat Board discussed above, and also a rise in
personal taxes paid. In all, personal disposable income in 1964 was 5.8 per cent
higher than in 1963

Consumer expenditures in 1964, and particularly expendxtures on durables,
increased more rapidly than they did in 1963. Purchases of non-durable goods
were 6.3 per cent higher than in 1963. Purchases of durables were 10.4 per cent
higher. All major classes of consumeér durables contributed to the increase, with
expenditures on new and used cars rising by 11.5 per cent. The 1964 advance
in expenditures on appliances and radios was 8 per cent, and on furniture 6
per cent. Consumer outlays on services rose by 7.8 per cent, and total consumer
expenditures were 7.3 per cent higher.

The seasonally-adjusted quarterly pattern of consumer expenditures in-
dicates that total outlays advanced during all four quarters. The second-quarter
decline in personal.disposable income was however, reflected in a moderation in
the quarter-to-quarter rate of advance in total consumer spending. Qutlays on
non-durable goods rose in each quarter, as did purchases of services, but ex-
pendxtures on durables fell in the second quarter from the first-quarter level, and
again in the fourth quarter after a very strong third quarter.

Personal net saving in 1964, at $2.2 billion, was 11.6 per cent lower than a
year previously. Personal saving, which is the difference between personal dis-
posable income and personal expenditure on goods and services, takes the form
of acecumulation of a wide variety of financial and real assets: bank deposits,
securities, insurance, equity in real estate, and so on. Personal saving by defini-
tion also covers any changes in inventory holdings of non-corporate business,
including agriculture. Accordingly, large shifts in farm inventories, which may
reflect changes in the level of crop production from one year to the next, affect
the level of personal saving. Excluding farm inventory change, personal saving
in 1964 was nearly $2.3 billion, compared with rather less than $2.2 billion in
1963. Personal saving, excludmg farm mventones amounted to 7.2 per cent of
personal dlsposable income in 1964: :

' INVESTMENT AND CAPITAL EXPENDITURE

A rapxd upsurge 4in pubhc and pnvate capltal formation occurred in 1964.
Both housing construction and business capital spending on construction,
machinery and equ1pment increased by 18 per. cent.; Capital investment by
government departments. increased by 15 per cent. Thelabove increases brought
the total of public and:private investment over the $10 billion mark for the
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first time. After allowing for price changes, the volume index of total investment
exceeded the previous peak reached in 1957. It appears that these increases
marked the emergence from several years of under-utilization- of structures and
equipment. The value of public and private capital formation amounted to 23
per cent of GNP, in comparison with less than 22 per cent of GNP in the previous
three years. This ratio was well below the peak of 27 per cent which was reached
in 1957,

An industrial breakdown of the 1964 investment programme is given in
Tables 8 and 9; it will be seen that manufacturing was a principal contributor to
the increase. :

TABLE 8

PUBLIC AND PRIVATE CAPITAL EXPENDITURE

—_— : 1960 1961 1962 1963 1964
) ) (Millions of dollars)

Agriculture and fishing........ e, 550 578 663 B ?62 - 820
Forestry........oooviviiiiinnaeii i, vereeans 54 50 54 60 73
Mining, quarrying and oil wells..... T 400 449 480 521 633
Manufacturing......................... Lo 1,178 1,085 1,269 1,358 1,815
Electric power, gas and water works............... 688 710 723 764 881
Transportation, storage and communications....... 1,084 988 878 1,007 1,196
Construction industry................. RN . 130 136 109 |- 135 151
Trade, finance and commercial services : 875 847 860 918 996
Institutions............civiii i iiiiiiennnn .. 573 617 834 873 766
HoOUSINE. .. oovie e et e i een e nnnnss 1,456 1,467 1,587 1,713 2,028
Government departments.............ccovvvunvnn.. 1,274 1,247 1,258 1,282 1,468

Total Capital Expenditure®................. 8,262 | . 8,172 8,715 9,393 10,827

Total Capital Expenditure as a percentage of]

Gross National Expenditure................... 22.8 21.8 21.5 21.8 23.0

index of total Capital Expenditure in constant

(1957) dolars. .......coooiiiiiii 90.2 89.5| + 93.1 97.3 108.5

(WFor reconciliation with Business Gross Fixed Capital Formation in housing, plant and equipment
as per national accounts, see below.

— " 1960 1961 1962 1963 | 1964
(Millions of dollars)
Private and Public Capital Expenditure, Table 8... 8,262 8,172 8,715 9,393 10,827
Deduct: .
New residential construction by governments.. 13 9 10 6 7
New non-residential construction by govern-
5015 37 T 1,420 1,368 | . 1,562 1,609 1,640
New machinery and equipment outlays by .
ZOVETNMENtS. ...uevtivieinnteiueanenneannns 137 160 183 | . 187 212
Business Gross Fixed Capital Formation in Hou-|
sing, Plant -and Equipment—National Ac-
counts definition.. .....coooviuiiiiiiiiin., 6,692 6,635 6,960 7,591 8,968

96408—5
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TABLE 9 _
PERCENTAGE INCREASES IN CAPITAL EXPENDITURE BY INDUSTRY

Capital

) Expenditure
Percentage as a

—_ ' Increase Percentage of

1963-64 Total Capital

Expenditure,
1964
Agriculture and fishing.........oooiiiiiiii i 7.6 7.6
FOTeBtIY . .ovveieeereeaneanaaennns 21.7 0.7
Mining, quarrying and oil wells P 21.5 5.8
ManufactUrinE. . ..ottt et e ettt s e aeee oot caneee e aaaa 33.7 16.8
Electric power, gas and waterworks 15.3 8.1
Transportation, storage and communications................covevvunn 18.8 . 11.0
Construction iNdUStIY.....o.ovveeriirernrenerranarrunens e, 11.9 1.4
Trade, finance and commercial services. . . 8.5 9.2
Institutions.........oovvniiiiiiiinnil) PN -12.3 7.1
Housing.....oovviimer it iiei it iiiieiininnnnas S 18.4 18.7
Government departments. . ..o e eeiereinnereeenuiaeeiiitirieriieins 14.5 13.6
B 1Y 15.3 100.0

Business CAPITAL

In 1964, all categories of business capital investment increased. The
manufacturing sector experienced the greatest relative upsurge in capital out-
lays. These increased by 34 per cent over the previous year, compared with
a gain of 7 per cent in 1963. Within the manufacturing sector, capital expenditures
increased by 84 per cent in the textile industry, 61 per cent in the paper and
allied industries, 72 per cent in the transportation equipment industry, 41 per

TABLE 10
INVESTMENT AS A PERCENTAGE OF GROSS NATIONAL EXPENDITURE 1948-1964
Total Private Business
—_ and Public Housing and Investment
Investment |Social Capital®® Private and
Public®

20.4 7.8 12.6

21.7 8.7 13.0

21.9 8.9 13.0

22.4 8.6 13.8

22.9 9.0 13.9

23.9 9.4 14.5

. 23.0 9.6 13.4

23.0 9.8 13.2

26.3 9.9 16.4

27.3 9.6 17.7

25.4 10.6 14.8

24.1 10.4 13.7

22.8 9.3 13.4

21.8 9.1 12.7

21.5 9.2 12.3

21.8 9.1 12.7

23.0 9.2 13.8

(Includes housing, outlays by government departments, institutions and municipal waterworks.
®Includes government business enterprises.
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cent in primary metals, 45 per cent in non-metallic: mineral products and 40
per cent in the machlnery manufacturing industry. Of course these large percent-,
age increases are in comparison with levels which had been relatively low.
Certain indicators of the rates of capacity utilization in some of the above i in-
dustries suggest s1gmﬁcantly higher rates in 1964 than in recent years.

~TABLE 11

BUSINESS INVESTMENT AS PER CENT OF GDP® ORIVGINATING BY INDUSTRY.
SELECTED YEARS

e ' 1949 1955 1957 1963 1964

Agriculture. ...t eiiiiie  e ciirereieiaeea 26 23 27 30 36
D e A 10 14 12 15 16
Mining, quarrying and oil wells...............c.vvivennn.n. 18 31 50 33 36
ManufaCt UL . .. ee it vt i i e e ereaairerenannanas 13 14 19 14 17
Construction................ e teteeeereieee e 7 13 8 -7 7
Tran_sportation And SLOTAZE. .ovvvrreireinninieernnnrennnnnss 20 22 49 23 28
CommuniCatION. .ooou ittt ittt i et 53 46 54 47 41
Electric power, gas and water utilities....................... 105 78 108 61 62
0 Vo T N 9 10 9 - 7 6
Fina;:ce, insurance and real estate®......................... 72 64 58 49 55
OBl e 23 | 2 | 0 | 2 | 2

SOURCES Tables 21 and 25 of Annual National Accounts, excluding public administration and defence, and
; community service industries. 1964 calculatlons by Department of Finance.

(1 Gross domestic product at factor cost differs from gross national product at market prices by the
exclusion of indirect taxes less subsidies and by the inclusion of net foreign factor payments such as net interest
and dividend payinents abroad. It is therefore a measure of the value of production of industries located in
Canada whether or not they include returns to foreign investors. The above ratios were obtained by
dividing new. capital formation by value product in each industry. Further refinements in these data
are possible and the above table should be used only to gain an indication of trends.

®Capital formation in finance, insurance and real estate includes new residential construction, and the
product originating in the industry includes gross paid and imputed rents,

Table 9 shows the changes in new investment between 1963 and 1964. As
indicated, manufacturing, which accounts for about one-sixth of total new in-
vestment, showed the largest percentage gain. As can be seen from the table,
however, most other major industrial sectors also showed substantial increases
in new investment in 1964. Although evidence is incomplete, it seems likely that
‘the gains in investment in 1964 were associated with the extended gainsin market
demand, both domestic and foreign, which had been accumulating for several
years. The increases in investment were also made against a background of ¢redit
expansion, and large flows of business savings in the form of uUndistributed
earnings and capital cost allowances, referred to in other sections of this Review.

The ratios of investment so far achieved do not appear to be high by histor-
ical standards, as Table 10 shows. The present ratios compare quite closely with
those of 1949 to 1955 as a percentage of GNE, but are well below the peak of
1957. Table 11 provides additional industrial detail, with regard to historical
levels and current levels of capital formation as a per cent of value of production.
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PUBLIC AND PRIVATE CAPITAL EXPENDITURE
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1) INSTITUTIONAL SERVICES, SUCH AS SCHOOLS AND HOSPITALS PLUS GOVERNMENT DEPARTMENTS AND WATERWORKS.

HousiNg AND SoCIAL CAPITAL

Expenditures on new housing in 1964 increased nearly 19 per cent over the
previous year. This increase was as large as that realized during the three-year
period 1960 to 1963. Both demographic and economic factors account for these
increases. The chart of population by age groups shows that there are rapidly
increasing numbers in the 20-24 and 25-29 age groups who normally establish
their own households. In addition, higher incomes in general have permitted
“un-doubling’’ of composite families, with older members and relatives apparently
able to afford accommodation of their own. These factors may account for the
rising proportion of apartments and multiple units which now amount to
over 50 per cent by volume of all new housing construction. Thus, both new
“family formation” by way of additional marriages and ‘‘non-family formation”
by way of splitting-up of older units, or single persons establishing their own
households, play their part in contributing to the demand for new housing.
On the supply side, there has been a great deal of winter construction, aided by
special measures. The ready availability of mortgage credit has also facilitated
additional building to meet the above demands. This rate of building appears to
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have come about without undue distortion of the housing market. Vacancy rates
are moderate in the majority of cities, with no apparent geographic extremes.

The population and income changes already noted have given rise to new
developments in the provision of urban and social capital. Capital outlays by
government departments increased by 15 per cent from 1963 to 1964. Capital
expenditures on institutional services were lower by 12 per cent in 1964, due to
offsetting movements, related in part to the changing age composition of the
population. School construction was lower, but university and hospital construc-
tion continued to expand at substantial rates of increase. .

REVENUE AND EXPENDITURE OF ALL GOVERNMENTS

The familiar public accounts, which for the federal government are discussed
in Part II of this Survey, are designed to permit legislative and administrative
control over the manifold items of government expenditure. In the following
section, the basic data for government revenue and expenditure have been
regrouped and adjusted in such a way as to bring out the transactions between
the government and other sectors of the economy as they appear in the broader
framework provided by the National Accounts. This regrouping also corresponds
to the manner in: which the accounts of the other sectors of the economy are
kept and presented. :

The ‘“National Accounts” budgetary presentation differs from the parlia-
mentary budgetary presentation in several ways. Only income and expenditure
transactions which have a direct and immediate impact on the flow of incomes
in the economy are included in the National Accounts budgetary presentation ;
financial transactions (i.e., loans), which result in changes in the liabilities of
one sector of the economy to another, are excluded from the National Aceounts
presentation. A number of bookkeeping items in the parliamentary accounts of
purely internal significance and having no impact on the private sector are also
excluded from the National Accounts presentation.

A number of items which are excluded from the parliamentary budgetary
accounts are of immediate significance to the private incomes stream. The
National Accounts embrace these items, the most important of which are pay-
ments into and out of the Old Age Security Fund, the Unemployment Insurance
lI)T‘un%, and the government pension funds, by those contributing or drawing

enefits.

National Accounts items are entered as they accrue, that is, at the time when
the economic impact is felt on the economy, since this is'the basic method used
in business. Corporation income taxes in particular require a major adjustment
from the public accounts to a National Accounts basis. These taxes will have been
paid on an instalment basis beginning eight months before the end of the com-
panies’ fiscal year and ending four months after (taking into account the current
advancement in payments of corporation income tax). Corporations can elect to
estimate current income on the basis of last year’s income or on the basis of their
current records, but must complete the current, year’s payment within four
months of the end of that year. As a result, corporations may accrue tax liabilities
a number of months before tax payments are actually made and recorded in the
public accounts. Tax accruals are directly related to corporate profits at the time
they occur, and profits move with the business cycle. Accordingly, the recording
of tax accruals and the analysis of the government sector, on a National Accounts
basis, may permit a more meaningful appreciation of the timing of changes in
revenues of the government sector in relation to fluctuations in economie activity.
Similarly, timing adjustments are made on the expenditures side of the National
Accounts to put government purchase of goods and services on an accrual basis,
rather than at the time actual payments are made. ‘




TABLE 12 .
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS

7,760

N 19640
_— 1961 1962 1963 1964
. 2Q 3Q - 4Q
4 (Millions of dollars)
GOVERNMENT REVENUE—

Direct Taxes—Persons............... S 2,511 2,730 2,911 3,407 3,232 3,364 3,452 3,580
Federal. ... ..o i it i e e i e 2,132 2,088 2,193 2,558 2,448 2,552 2,580 2,652
Provincial and Muniecipal.........ccoovvii it 379 642 718 849 784 812 872 928

Direct taxes—Corporations. ........ouvtiiieiiiiiiiii i 1,612 1,702 1,821 1,989 1,976 1,976 1,968 2,036
Income— ’ '

Federal.................. e e 1,311 1,271 1,356 1,482 1,484 1,480 1,468 1,496
Provincial 301 431 465 507 492 496 500 540

Withholding Taxes—Federal............oooiiiiiiiiii i 116 125 127 140 132 140 140 148

InAirect TaXeS. ... .ovue e eee et einineraeenans s 4,947 5,565 5,879 6,648 6,424 6,608 6,748 6,812
Federal............ccooviiivniunn, e e 2,190 2,401 2,451 2,847 2,696 2,824 2,928 2,940
Provincial and Municipal. .. .....ootiiniiiiiiiiiiiiiii i 2,757 3,164 3,428 3,801 3,728 3,784 3,820 3,872

TnVeStmMEnt INCOMIE. . .. v. ettt e et et e et e e et ie e e e aa e aiaaaeans 1,126 1,257 1,376 1,519 1,488 1,508 1,484 1,596
Frederal. .. .v ot e e 409 448 502 547 560 524 - 520 584
Provincial and Municipal. .. ... ... o i e 717 809 874 972 928 984 964 1,012

Employer and Employee Contributions to Social Insurance and Govern-

ment Pension Funds...........oooiiiiii i 787 812 847 892 876 900 892 900
Federal. ... o e e 510 518 534 558 556 568 552 556
Provincial and Municipal............coo i 277 294 313 334 320 332 340 344

Transfers from Federal Government—

_ Provincial and Municipal................... e 1,128 1,134 1,169 1,254 1,164 1,300 1,264 1,288

TTOEAl ROVEIUC. . ...\t ittt et et e et et e et e it en e aensaanes 12,227 13,325 14,130 15,849 15,292 15,796 15,948 16,360
Federal....... ... i S, 6,668 6,851 7,163 8,132 7,876 8,088 8,188 8,376
Provincial and Municipal........ooooii i e 5,559 6,474 6,967 7,717 7,416 7,708 7,984

(USeasonally adjusted at annual rates.
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TABLE 12—Concluded
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS

1964
- 1961 1962 1963 1964
1Q 2Q | 3Q 4Q
(Millions of dollars)
GOoVERNMENT EXPENDITURE—
Goods and Services. .. ....cuuiniiivieiitit e 7,236 7,710 8,024 8,607 8,564 8,524 8,544 8,796
Federal— o B N
Non-defence.........o.uuvurirviniiei et 1,369 1,345 1,363 1,490 1,488 1,452 1,520 1,500
Defence..........couiiviiieiniiiiiannnn.. : 1,613 1,678 1,576 1,552 1,672 1,544 1,496 1,496
Provineial and Munieipal..........ovninieern e e 4,254 4,687 5,085 5,565 5,404 5,528 5,528 : 5,800
Transfer Payments to Persons..............cooviiiiiiinininininnain.. 3,441 3,729 3,838 4,159 4,148 4,096 ':4,200 4,192
Federal...... ... ... ... ... . i 2,006 2,112 2,137 2,235 2,256 2,216 2,236 2,232
Provincial and Municipal 1,435 1,617 1,701 1,924 1,892 1,880 . 1,964 1,960
Interest on Public Debtb.....oooe oot e e 1,170 1,302 1,420 1,532 1,500 1,520 1,528 1,580
Federal. ... ... i e 786 866 935 995 984 988 992 1,016
Provincial and Municipal..........oineiiuii i 384 436 485 537 516 532 536 564
Subsidies. ..o e 251 292 311 317 284 268 248 468
Federal.. .. ... ..o B 221 260 275 278 248 228 208 428
Provineial and Municipal..........o.coviiiii e 30 32 36 39 36 40 40 40
Transfers to Other Governments—
Federal.. ... ..ot 1,128 1,134 1,169 1,254 1,164 1,300 1,264 1,288
Total Expenditure....................... ... i, 13,226 14,167 14,762 15,869 15,660 15,708 15,784 16,324
Federal.. ... .. . 7,123 7,395 7,455 7,804 7,812 7,728 7,716 7,960
Provincial and Municipal.......................... e 6,103 6,772 7,307 8,065 7,848 7,980 8,068 8,364
Deficit (—) or SUrplus (). ..ot e —999 —842 —632 —20 —368 88 164 36
Federal.... ... ... —455 —544 —292 328 64 360 472 416
Provincial and Municipal —544 —208 —340 —348 —432 —272 —308 —380
Total Expenditure Minus Deficit of Plus Surplus 12,227 13,325 14,130 15,849 15,292 15,796 15,948 16,360
Federal................ 6,668 6,851 7,163 8,132 7,876 8,088 8,188 8,376
Provincial and Municipa 5,559 6,474 6,967 7,717 7,416 7,708 7,760 7,984

Seasonally adjusted at annual rates.
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TABLE 13
FEDERAL GOVERNMENT REVENUES AND EXPENDITURES PUBLIC ACCOUNTS AND NATIONAL ACCOUNTS RECONCILIATION

1963 1964
-— 1962-63 | 1963-64 | 1964-65
1Q | 29 | 3Q | 4Q 1Q | 2Q 3Q 1Q
(Millions of dollars)
1. Budgetary revenue. .. .....c..ovineuteiiiiiiiiiiiiaia s 5,878 | 6,253 | 7,136 1,479 | 1,393 | 1,489 [ 1,683 | 1,688 | 1,772 ] 1,721 1,835
2. Supplementary period adjustment®................ ... . -3 -21 —10 —125 125 — —_ —146 146 — —
3. Extra-budgetary revenues : '
0Old Age Security tax collections............ 692 747 956 180 197 170 178 202 - 247 214 220
Prairie Farm Assistance Act levy 8 9 10 2 1 4 2 2 -3 4 2
Unemployment insurance employer-employee contributions 286 297 307 74 67 76 77 77 71 78 79
Government pension funds, employer-employee contributions 237 245 251 60 59 60 61 65 63 62 64
Interest receipts.of social insurance and government pension
301 Y 1 P 126 143 157 34 34 35 36 38 37 39 39
4. Corporate income tax®: excess (+) of accruals over collections.. 8 38 —137 -17 —10 4 51 -7 —123 -3 10
5. Profits before taxes (net of losses) of government business enter-
) o 1T T 166 207 244 26 57 54 53 43 56 52 85
6. Interest on loans, advances and investments........... e 172 175 169 36 40 37 60 38 40 38 42
7. Less: Budgetary return on investments......................... —293 —392 —380 —65 —67 —43 —170 —112 —102 —60 —95
8. Less: Postal TEVENUe. ....vveu et ettt it it iieaneeranss —194 [ —201 —230 -47 —48 —43 —58 —52 —53 —-49 =70
9. Budgetary revenue items offset against budgetary expenditures®| —106 | —109 =112 —-27 —27 =27 —27 —28 —29° —29 —30
10. All other adjustments to budgetary revenue®.................. -31 —44 —48 —22 -7 -13 12 —36 -9 —14 7
11. Total Revenue, National Accounts Basis.............. PR 6,946 | 7,347 | 8,313 1,588 1,814 | 1,803 ( 1,958 | 1,772 | 2,119 [ 2,053 2,188

In the National Accounts, revenues in the supplementary period are shifted to the following fiscal year.
(9 Taxes on government business enterprises are excluded from this item and included in item 5.

(M See also line 10, expenditure reconciliation.

(0 These adjustments are largely revenue items not relevant for the National Accounts such as proceeds from sales of existing assets.
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TABLE 18—Concluded

1964

1963
_ 196263 | 1963-64 | 196465
1Q | 2Q | 3Q | 4Q 1Q | 2Q | 3Q | 4Q
(Millions of dollars) .
1. Budgetary expenditure.....................oil . 6,570 | 6,872 | 7,219 | 2,070 ] 1,374 | 1,604 | 1,629 | 2,265 | 1,420 | 1,675 1,809
2. Supplementary period adjustment............................ e —-33 —6 —376 376. — — —409 409 — —
3. Expendltures of extra-budgetary funds ’ )
Id Age Security Fund payments.......................... 808 ‘889 185 186 187 217 218 220 221 . 222
Unemployment insurance benefits..............oo i, 366 332 178 115 42 59 150 102 40 52
Government pension fund payments. . 89 97 21 22 21 22 24 24 24 24
Prairie farm assistance payments . 11 10 11 1 — 3 7 — — 2
4. Transfers to extra-budgetary funds.................... ... ... .. —66 —63 —14 —21 —15 —15 ~15 —15 —16 —16
5. Adjustment to place other government funds and crown agencies
on a disbursement basis® . ............ ... e, 55 19 —30 6 —47 29 32 5 —93 41 —19
6. Budgetary expenditures offset against income of government
business enterprises
Post Office expenditures............ccoviiiieiii i, —189 —206 —211 —51 —47 . —53 —53 —53 —51 —-50 —53
Deficits of government business enterprises.. —100 —86 —80 —6 —59 —4 -5 —18 —26 -21 —-11
7. Capital assistance to non-defence industry®...... —-35 —60 —77 —14 —12 —20 —-10 —18 —26 21 —-11
8. Reservesand write-offs............ ... .o L. —41 —161 —42 —-11 —47 —13 —14 —87 —11 —11 —10
9. Budgetary revenue items offset against budgetary expenditure®| —106 [ —109 | —112 -27 —27 -27 —27 —28 —29 —~29 —30
10. All other adjustments to budgetary expenditure................. 121 109 55 ~51 77 65 —11 —22 25 45 ~21
11. Total Expenditure, National Accounts Basis................. 7,345 | 7,553 | 7,981 | 1,921 | 1,891 1,816 | 1,827 | 2,019 ( 1,949 | 1,898 1,938
12. Surplus (+) or defieit (—), National Accounts basis............. —399 —206 332 —333 77 —13 131 —247 170 155 250
13. Surplus (+) or deficit (—), budgetary basis..................... (—692)| (—619){ (—83)| (—=591) (+19)] (—115); (+54)| (—577)| (+352) (+46) (+26)
14. Total, National Accounts basis............. ... 6,046 | 7,347 8,313 | 1,588 ; 1,814} 1,803 | 1,958 | 1,772 | 2,119 | 2,053 2,188
15. Surplus (4) or deficit (—), National Accounts basis, seasonally : C .
R adjusted at annual rates....... e (—399)] (—206)|. (332)] (—344)| (—588)|. (—188)] (—48)| (4-64)] (+360)] (+472)| (+416)

MIn the National Accounts, expenditures on goods and services in the supplementary period are split evenly between adjacent fiscal years. Other expenditure items
are shifted entirely to the next fiscal year.
®This adjustment replaces budgetary appropriations to various funds and agencies by the outlays actually made by these funds and agencies.
(S)Government capital assistance to industry appears as part of business gross capital formation and is removed from the government sector to avoid double
counting in the National Accounts. .
WThe largest component of this item consists of revenue from sales of goods and services by the government sector. These sales appear as final expenditure of the
private sector and are deducted to avoid double counting.
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The National Accounts presentation of the govemment accounts is shown in
Table 12. A reconciliation of the federal government’s public accounts and the
National Accounts presentation for recent annual and quarterly periods is set
out in Table 13.

STRUCTURE oF GOVERNMENTS' REVENUES AND EXPENDITURES

Table 12, which displays the principal revenue and expenditure sources of
the federal government and of provincial and ‘municipal governments combined,
according to National Accounts definitions, is the main basis of subsequent
analysis. Some definitions and highlights are given below.

Direct taxes on persons consist of payments made to the various govern-
ments. (These data include personal income, estate, gift, and inheritance taxes.)
In 1964 about three-fourths went to the federal government and about one-
fourth to provincial governments. Similar proportions of corporation direct
taxes went to the federal and provincial governments.

Indirect taxes, according to National Accounts definitions, consist of customs
duties and sales and excise taxes of the federal government; sales, gasoline, motor
vehicle, natural resource and other taxes of provincial governments; and property
taxes of municipal governments. It can be observed that they exceed all other
tax sources combined, and that they are the main source of provincial and muniec-
ipal governments’ revenues.

Investment income consists of interest on funds, loans and investments,
and profits of government business enterprises. The latter comprise crown
corporations and agencies of the federal government, including government-
owned business enterprises. Provincial enterprises include liquor control boards
and public utilities. Municipal enterprises include gas, water, sewer, transport
and other enterprises which levy specific charges designed to cover operating
and other costs.

Revenues of funds include the public service pension receipts of the three
governments, including both employer and employee contributions. Revenues of
the federal unemployment insurance fund and of provincial workmen’s com-
pensation funds are also included here. It may be noted that old age security is
financed by tax revenue and is, therefore, not included in the funds shown here.

The item “transfers from other governments’’ shows that the federal govern-
ment transferred to provincial and municipal governments an amount of just
over $1,250 million in 1964. Provincial governments transferred a roughly
equivalent amount to municipal governments in that year. These transfers are
discussed in greater detail below.

Turning to the expenditure side of Table 12, the largest item is expenditure
on goods and services which consists of wages and purchased materials and
services which are supplied by private sectors of the economy. Included are
capital goods such as roads, buildings and public works in general, except those
built by government business enterprises, which are included in business invest-
ment.-

Transfer payments to persons include old age security, family allowances,
veterans’ pensions, unemployment insurance benefits, and other payments by
the federal government. Provincial and municipal transfers to persons include
direct relief, workmen’s compensation, and various health and welfare payments,
including payments to hospitals.

Debt interest is the gross amount paid on the outstanding public debts
of the three governments, without deduction of interest revenue from loans and
investments, which is shown separately on the revenue side.
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Transfers to other governments were mentioned briefly above. It will be
noted that they do not affect the combined deficit of all governments, since the
payment by one government represents an equivalent receipt by another. In
comparing government revenue and expenditure with gross national product or
similar aggregates, it is necessary to remove any duplication in total revenues
or expenditures which occurs when funds are transferred between governments
before they are finally spent. It was noted earlier that the amount of federal
government transfers to provinecial governments is almost exactly equalled, on
balance, by the amount of provincial government transfers to municipalities.
While transfers between governments may have certain redistributive conse-
quences, these are not analysed here. Some additional comment is made subse-
quently on the transfers between provincial governments and their municipali-
ties.

TRENDS IN REVENUES AND EXPENDITURES oF GOVERNMENTS

In the period from 1950 to 1964, taxation revenues of all governments
advanced somewhat more rapidly than gross national product. While they
amounted to 21.3 per cent of gross national product in 1950, they had risen to
26.0 per cent in 1964. The major part of the increase was due to provincial and
municipal taxation revenues, which rose from 6.5 per cent of gross national
product in 1950 to 11.0 per cent in 1964. The federal government’s taxation
revenue as a percentage of gross national product was 14.8 per cent in 1950,
16.0 per cent in 1955, 15.3 per cent in 1960 and 14.9 per cent in 1964. These
comparisons reflect changes that occurred in federal-provincial tax-sharing
arrangements during the period, as well as in individual governments’ tax
rates and in the growth of the various economic sectors from which tax revenues
are derived.

TABLE 14

TAXATION REVENUE OF GOVERNMENTS AS A 'PROPORTIONV OF GROSS NATIONAL
PRODUCT, SELECTED YEARS 1950-1964

(National Aceounts basis)

1950 1955 ‘ 1960 1964
_— Per- | Per- ‘ Per- Per-
$ centage $ centage $ centage 3 centage
Millions of Millions of Millions of Millions of

G.N.P. G.N.P. | G.N.P. G.N.P.
Federal Government...... 2,660 14.8 4,346 16.0 5,542 15.3 7,027 14.9
Provincial Governments... 677 3.7 960 3.5 1,688 4.7 3,267 7.0
Municipalities............. 503 2.8 851 3.1 1,458 4.0 1,890 4.0
Total................. 3,840 21,3 6,157 -22.7 8,688 24.0 | 12,184 25.9

Gross National Product...| 18,006 27,132 36,287 47,003

Expenditures on goods and services by governments represent public con-
sumption out of the nation’s total production of goods and services. These
amounted to 18 per cent of gross national product in 1964. Their trend and rela-
tive composition since 1950 are brought out in Table 15 below. In addition, govern-
ments engage in what might be termed redistributive activities, partly via
intergovernmental transfers and eventually vis-d-vis the private economy. It
can be calculated from Table 12 above that total expenditure of all governments
(excluding intergovernmental transfers in order to avoid double counting of
total expenditures) was the equivalent of 31 per cent of GNP in 1964. The
difference between the 18 per cent expenditure on goods and services and the
31 per cent total expenditure is represented by transfers to persons, debt interest
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and subsidies, and is the equivalent of 13 per cent of GNP. Transfers to persons
include pensions and other social security outlays, as well as grants to hospitals
and other institutions, and amounted in total to $4,159 million or 9 per cent
of GNP in 1964. They have grown at a faster rate than gross national product
since 1950. The remaining 4 per cent consisted of debt interest and subsidies,
which together were slightly larger rela,tlve to gross national product in 1964,
than they had been in 1950.

TABLE 15

GOVERNMENT EXPENDITURES ON GOODS AND SERVICES AS A PROPORTION OF
GROSS NATIONAL EXPENDITURE, SELECTED YEARS 195064

(National Accounts basis)

1950 1955 1960 1964
— Per- Per- Per- Per-
$ centage 8 | centage $ centage $ centage
Millions of Millions [ of Millions of Millions of
GNE GNE GNE GNE
Federal Government...... 977 5.4 2,510 9.3 2,730 7.5 3,042 6.8
Provincial Governments . : . '
and Municipalities....... 1,367 . 7.6 2,282 8.4 4,039 11.1 5,565 11.8
GNE.........coivvinnn, 18,006 27,132 36,287 47,003

" Federal government expenditures on goods and services increased rapidly
at the time of Korea and the subsequent defence buildup, but have since tended
to grow less rapidly. The stability in defence spending is of course the main
reason, while the ratio of non-defence expenditure on goods and services to
GNE has not changed significantly. Goods and services expenditures-declined
to 6.5 per cent of GNE in 1964, while other kinds of expenditure were relatively
stable. Table 16 shows that federal transfers to other governments were 2.7
per cent of GNE in 1964. The main trends in federa.l government expendltures
are illustrated in the following chart.

TABLE 16

FEDERAL GOVERNMENT EXPENDITURES, SELECTED YEARS 1950-1964
(National Accounts basis)

1950 1955 1960 1964
—_— Per- Per- Per- Per-
- $ centage $- centage 8 centage $ centage
Millions of Millions of Millions of Millions of
. GNE GNE GNE GNE
Goods and Services....... 977 5.4 2,510 9.3 2,730 7.5 3,042 6.5
Transfer Payments to Per-
sonsM.. . ..o...i.iia.., 615 3.4 1,232 4.5 1,976 5.5 2,235 4.8
Interest on the Public
ebt.....oooiiii 427 2.4 494 1.8 753 2.1 995 2.1
Transfers to Other Levels
of Government.......... 251 1.4 450 1.7 994 2.7 1,254 2.7
Other..................... 60 .3 75 .3 207 .6 278 .6
Total................. 2,330 12.9 4,761 17.5 6,662 18.4 7,804 16.6

M Excluding interest payments.
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Turning to the fiscal position in 1964, the sum of taxation and other rev-
enues of the federal government was $8,132 million on a National Accounts
basis in 1964. This amount was somewhat greater than expenditures so that
there was a surplus on a National Accounts basis. Provincial and municipal
governments’ tax and non-tax revenues plus transfer receipts were $7,717
million in the same period. This was somewhat less than their combined ex-
penditures, so that they incurred a small deficit. In the combined total of all
governments’ revenue and expenditure, there existed an approximate balance
on the national accounts basis, in the past year.

The effect of intergovernmental transfers is brought out in the following
table. These transfers include both conditional grants, that is, those which can
be allocated to specific expenditures such as school or hospital construction, and
unconditional grants which cannot be specifically allocated according to function.
The following table is based on National Accounts definitions.

It is apparent from the table that transfers from the federal government to
provincial and municipal governments reduce the federal government’s share
of combined tax and non-tax revenues from 56 to 47 per cent of the total revenue,
while raising the provincial and municipal governments’ combined share from
44 to 53 per cent of the total revenue. It has already been mentioned that pro-
vincial governments transfer to municipalities an amount almost equivalent to
that which they receive from the federal government.
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SR . TABLE 17
ADJUSTMENT FOR INTER-GOVERNMENTAL TRANSFERS, 1964

) ' (Millions of dollars)

M @ @®) @ =

| | rusation ana | Vi Transer | Phoy Tragstors | 0243 =

] : other ll'evenue‘ otheil['1 E&:ern- othcgl eg&‘;ern- ‘transfers

Cols ] % $ %
Federal............... | Bz | s —1,254 _ 6,878 | 47
Provincial-Municipal . ..... §6,463 4 +1,254 7,717 53

Total.................. 14,595 | 100 —1,254 +1,254 14,595 100
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During 1964, the position of the government of Canada was tending toward

a surplus on a National Accounts basis. Business conditions proved to be more
expansive than had been anticipated and revenues reflected an even stronger
rise, as a result of both special factors and the normal cyclical responses of taxes
and tax bases. Quarterly changes in federal government revenue during the past
three business cycles are shown in the following chart, in which the shaded
areas represent cyclical contractions. It is quite apparent that revenues fall off
substantially in contractions, and expand rapidly in prosperous periods. The
final chart at the end of this section shows that both the surplus or deficit position
and the unemployment rate (inverted) are similarly subject to changes in general
business conditions.
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QUARTERLY CHANGES IN
FEDERAL GOVERNMENT REVENUE"

MILLIONS OF DOLLARS MILLIONS OF DOLLA;‘%S
i
500 500
400 400
" 300 300 .
. 200 200
100 100
+ +
o} o
100 100
200 200
300 300

I955 . 1956 1958 1960 1962 1964
(1) ON A NATIONAL ACCOUNTS BASIS.

All major components of revenue were affected by the general improvement
in business conditions in 1964. Personal direct tax revenue showed a very sub-
stantial increase in 1964, partly due to the increase in the Old Age Security
Tax rate on personal income and partly due to the built-in responsiveness of
the personal income tax to cyclical variations in general activity. Corporation
tax liabilities to the government also rose considerably in the first quarter, but
levelled off in subsequent quarters. The special depreciation allowances intro-
duced in 1963 have tended to moderate the growth in corporation tax liabilities
in 1964. Indirect tax revenue also reflected the general expansion, with customs
duties on imports and the manufacturers’ sales tax both showing substantial
increases.

Much of the increase in total expenditure in 1964 occurred in the first
quarter of the year, as a result of increases in both defence and non-defence
expenditures on goods and services. In the second quarter, increased payments
to provincial governments more than offset a decline in defence expenditure.
Other expenditure components changed very little. In the third quarter, defence
expenditure declined once again but small increases in transfers to persons and
in expenditure on goods and services, resulted in no overall change. Most of
the above components showed decreases in the fourth quarter of 1964, but they
were offset by an increase in subsidies. Several of these factors are temporary,
being related more to variations in the quarterly timing of government expendi-
tures than to any basic change in trend.

PROVINCIAL GOVERNMENTS AND MUNICIPALITIES .

Summing up the revenue and expenditure components of provineial govern-
ments and municipalities in terms of their surplus or deficit position on a National
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Accounts basis, provincial governments are close to balance and municipalities
are incurring substantial deficits. '

PROVINCIAL GOVERNMENTS AND MUNICIPALITIES
DEFICIT (—) OR SURPLUS (+)

(NATIONAL ACCOUNTS Basis)
(Millions of dollars)

1959 1960 19610 19620 1963(0 1964

Provincial..................... +112 — 76 —128 + 94 + 80 +104
Municipal..........oooovveall —341 —390 —416 =~ -392 —420 —452
Total.....covvvvviiinnnn. —229 466 —544 —208 —340 —348

WPreliminary estimates by the Department of Finance.

The municipal deficits have been. occurring despite annual increases in
transfers from provincial governments to municipalities, mainly in the form of
grants to school boards or districts and grants for roads. Total transfers from
provineces to municipalities increased from $622 million in 1959 to $1,143 million
in 1963. .

The major increases in provincial expenditures are in the field of education;
this is also true of municipal expenditures. Large absolute increases in expendi-
tures on health, welfare and transportation (roads, bridges, etc.) are also evident.

The consequences of this rate of increase in expenditures have been four-
fold. First, municipal governments have incurred deficits every year and this
has led to progressively greater increases in debt. Provincial debt has also in-
creased annually. The total annual increase in gross debt, of course, has been
greater than the operating deficits of governments shown above, since they also
borrow to finance investment in municipally- and provincially-owned public
utilities. The latter are shown in the business sector of the National Accounts.

Second, as expenditures continue to grow, provincial and municipal govern-
ments have found it necessary to introduce new taxes and increase rates on
existing taxes. Because of the nature of provincial and municipal tax structures,
increases customarily take place in the consumption and property tax fields.
In recent years gasoline and general sales tax increases have been common.
However federal abatements on personal income tax and corporation taxes
have allowed more tax room in these fields to provincial governments.

Third, federal government personal income tax abatements increased sub-
stantially in 1962-63 when new tax-sharing arrangements were completed and
all provinces levied their own corporation and personal income taxes. Prior to
1962-63 Ontario and Quebec alone levied their own corporate income taxes and
Quebec levied her own personal income tax. Under the earlier system, the rental
rate (or abatement rate for non-agreeing provinces) on the personal income tax
was 13 per cent. The abatement under the new arrangements was increased to
16 per cent in 1962-63 and increased annually by one point until 1964-65, when
it reached 18 per cent. It will increase by 3 points in 1965-66 (to 21 per cent) and
by a further 3 points in 1966-67, to reach 24 per cent.

Finally, with the new arrangements beginning in 1962-63, there was also
an increase in unconditional transfers to the provincial governments. Further,
in 1964-65,. the equalization formula was revised resulting in a substantial
increase in total payments from the federal government to the provinees.
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EMPLOYMENT AND EARNINGS

Both the labour force and the number of people with jobs again rose in 1964.
At the end of the year, despite another substantial increase in new-comers to
the labour market, the unemployment rate (apart from seasonal influences) was
lower than it had been in any month since early 1957.

The total civilian labour force in 1964 grew by 183,000 persons, or 2.7 per
cent, over the 1963 average. The number of employed rose by 231,000 or 3.6
per cént Unemployment, expressed as a percentage of the labour force, dropped
from the 1963 average of 5.5 per cent to an average of 4.7 per cent in 1964. These
developments are illustrated in the following chart.

The growth in the labour force consisted of an increase of 102,000 women
and 81,000 men, as the female participation rate continued to edge up. The
partlclpatlon rate is the percentage of the total number of people in a given
age group who are at-work or are actively seeking work. The total participation
rate for males continued its long-term decline in 1964, although it rose temporarily
during the summer months, when demand for 1abour was particularly strong and
a number of older workers returned to the labour force for a limited period. The
student participation rate also rose slightly during the summer, reflecting to
some extent the greater availability of jobs.

The teen-age population, 14 to 19 years of age, rose by 102,000 persons in
1964. This rise, like that of 1963, was a reflection of the sharp. upward shift in
the birth rate which occurred after the end of the second world-war.
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ANNUAL INCREASE, POPULATION 14-19 YEARS
(Thousands of persons)

1959 1960 1961 1962 1963 1964

68 74 7 8 o1 102

The teen-age labour force rose by 28,000, as many of these young people
entered the labour market permanently. At the same time, the teen-age partic-
ipation rate continued its long-term decline, owing to the continued trend to-
wards a longer period of formal education.

PARTICIPATION RATE, POPULATION 14-19 YEARS
(Labour force as a per cent of population)

1959 1960 1961 1962 1963 1964

37.9 37.9 36.5 35.4 34.6 34.2
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The teen-age unemployment rate fell slightly in 1964, to the lowest level
recorded in recent years. Unemployment in this age-group, however, remains
substantially above the average, as many young people in the modern economy
are handicapped by lack of skills and experience. : B

UNEMPLOYMENT RATE, LABOUR FORCE 14-19 YEARS
(Unemployed as per cent of the labour force) -
1959 1960 i961 1962 1963 1964

11.1 13.0 13.2 11.5 11.4 10.3

While the influx of steadily-growing numbers of teen-agers into the labour
force has become a major feature of the employment picture, the now-established
tendency of women to increase their participation in the labour force in response
to employment opportunities remains a significant factor. ‘Thus, as employ-
ment rises and unemployment declines, these conditions themselves induce
a more rapid increase in the labour force than would be brought about by
population factors alone. Conversely, when employment opportunities decrease
many women withdraw from the labour force. In 1964, the female participa-
tion rate in all age groups rose to a greater extent than in the previous two
years, with the result that the total female participation rate rose quite sharply.

PARTICIPATION RATE, WOMEN, ALL AGE GROUPS
) (Labour force as a per cent of population)
1959 1960 1961 1962 1963 1964 -

26.7 28.0 28.8 29.1 29.6 30.5

The participation rate for men of all ages continued its long-term decline
in 1964, falling to 78.4 per cent from 78.8 per cent in the previous year. Men
between 25 and 65 years of age maintained the high and steady rates characteris-
tic of the group, but participation rates among men 20 to 24 years fell from 88.9
per cent to 88.2 per cent. The major contributing factor here, as in the teen-age
group, is the tendency to extend the years of formal education.

Adult unemployment rates in 1964 varied by age-group and sex. Unemploy-
ment rates for men averaged 5.3 per cent, but young men 20 to 24 years of age
experienced an unemployment rate of 7.9 per cent, while in the 35 to 44 group
the rate was 3.8 per cent. The rates for men were uniformly higher than for
women, as men remain in the labour force and continue to seek work if they
become unemployed, whereas women (as observed above) tend to withdraw in
the same circumstances. The 1964 average unemployment rate for women of
all ages was 3.1 per cent. In the 20 to 24 age-group the percentage was 3.0, and in
all other adult groups recorded, the level of unemployment was even lower,

Regional developments in 1964 employment revealed a further substantial
improvement in unemployment conditions in the ‘Atlantic and Quebec regions,
although all parts of Canada experienced a more rapid increase in employment
than in labour force.

Unemployment expressed as a percentage of the labour force therefore
declined in all regions. The decline was particularly marked in the Atlantic
region and Quebec, although there was a further marked improvement also in
British Columbia. The declines in Ontario and the Prairie region, where unem-
ployment was already lower, were smaller. Thus, the sharp increase in employ-
ment which occurred in 1964 was achieved without the development of general-
ized pressures in the labour market.
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The 3.6 per cent.growth in employment in 1964 was accompanied by a
8.7 per. cent increase in wages, salaries and.supplementary labour income.
Average hourly, earnings in manufacturing rose by 3.1 per cent from $1.95 to
$2.01 (11 months data period). Earnings in construction industry rose from
$2.14 to $2.25, a rise of 5.1 per cent, and in mining from $2.24 to $2.31, a rise
of 3.1 per cent. Average weekly hours of work in manufacturing rose from 40.8
to 41.2 and average weekly earnings in manufacturing rose by 4.2 per cent
from $86.17 to, $89.81.

TABLE 18 -

REGIONAL INCREASES IN LABOUR FORCE AND EMPLOYMENT
(Annual averages—thousands of persons)

1962 | 1063 1964
1961 . 1962 1963
. Labour Employ- Labour Employ- Labour Employ-
Force ment Force ment Force ment
Atlantic............ou.ans. '8 10 1 8 13 22
Quebec.........oooivian, 30 59 50 49 46 63
Ontario.................... 19 47 52 62 78 89
Prairies.................... 21 28 7 10 21 26
British Columbia.......... 13 22 17 19 27 32
Totals................. 90 168 129 147 183 231

(Totals may not add due to rounding).

TABLE 19

UNEMPLOYMENT AS A PERCENTAGE OF THE LABOUR FORCE
(By region—annual averages)

1961 | 1962 1963 1964

L0737 - 7 7.2 5.9 5.5 4.7
ABLBNEIC. . v vttt e 11.1 10.7 | 9.5 7.8

1 1=Y T 9.3 7.5 7.5 6.3
Ontario. .......cooevuvennnn.. e i i e e 5.5 4.3 3.8 3.3
Prairies.................... e e e 4.6 . 3.9 3.7 3.0
British Columbia........coviviii ittt 8.5 6.7 6.3 5.3

PRICE AND COST TRENDS

Relative stability of prices and costs was maintained across the economy
as a whole throughout the year, despite the high level of employment attained
in some regions in 1964. The generally stable prlce environment. reflected the
availability of adequate productive capacity in most industries, rising prod-
uctivity per worker, and only moderate advances in wage-rates and hourly
earnings. In the field of export and import prices, further price changes made in
adjustment to the situation created by the devaluation of mid-1962 were less
significant than the effects of changes in the world prices of many commodities
important to the Canadian economy. Domestic prices and costs, as measured in
the GNE implicit price deflator, continued the. shght upward trend of recent
years, . AR
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The cycle-on-cycle charts on page 40 show the movements of some major
price series over the course of the current business cycle, in comparison with
developments in the two preceding periods of recession and upswing. These
charts illustrate the sensitivity of the Canadian economy to changes in relative
price levels in the international economy, both in the wholesale price index
(which is heavily weighted with import and export goods) and in the consumer
price index, which is influenced in part, in some cases with a substantial lag, by
the movement of the wholesale index. The effects of the 1960-1962 changes in
exchange rate values, which caused wholesale and (eventually) consumer prices
to rise, although to a far lesser extent, can be seen on these charts.

The substantial changes in 1964 in world prices of non-ferrous metals prod-
ucts had some effect on the wholesale price index and some relevant sub-indexes,
as shown in Table 20. Changes in import and export price indexes influence as
well the implicit price deflator which 1s applied to the Gross National Expend-
iture and its components to derive a constant-dollar GNE. Table 21 shows the
year-to-year changes in these various measures of price change.

TABLE 20 .

PERCENTAGE CHANGES IN WHOLESALE PRICE INDEXES
(Annual averages)

1961 . 1962 1963 1964
1960 1961 1962 1963
General Index........... e e e e, +1.0 +2.9 +1.9 +0.3
Vegetable Products .. — +4.2 +7.6 —1.9
Animal Produets....................... L 4209 +3.1 —2.6 —1.8
Textile Products. ............. ... i, e +2.0 +2.9 +2.8 +0.1
Wood Products.....ooovvvneviiiiiiiniinnenennnns, e +0.4 +3.5 +-2.4 +2.4
Iron Produets. .......o.viviiiiiiiiiiiaiinnnn, s +0.7 —0.7 —-1.0 +1.1
Non-Ferrous Metals and Products o 4201 +5.8 +2.8 | +44.2
Non-Metallic Minerals and Products. " —0.2 +2.1 +0.2 +0.7
Chemical Products.........coooviviininininniiiiiennn. +0.3 +1.0 —0.6 +1.0 .
Industrial Materials.............ccoiiiiiiineniennann, e +1.2 +2.0 +2.2 +1.9
TABLE 21 .
IMPLICIT PRICE INDEXES OF G.N.E. AND COMPONENTS
(percentage price changes)
Year
_ 1962 1963 1964
1961 1962 1963
Personal expenditure..........c.oiiiiiiiiiniiiiiieiaas +1.3 +1.5 +1.5
Non-durable 20ods........iviiriiriiiii i iinnenns +1.3 +1.7 +1.7
Durable goods.......... LN —-0.3 +0.4 —-1.1
1S 123 o 10 S R +2.0- . +1.5 +2.2
Government expenditure. ............oiitiiininriiitirann +2.9 +4.1 +2.6
Business gross fixed capital formation....................... +2.6 +2.6 +3.6
- New residential construction®. ........................ 42.8 +3.5 +5.7
New non-residential construction(® +2.2 +2.6 +2.7
New machinery and equipment. . +2.7 +2.2 +3.2
Exports of goods and services... .. +43.1 +1.1 +2.3
Imports of goods and services...............covviedininn., +4.1 +2.9 +1.7
Gross National Expenditure. ............................ +1.5 +1.8 +2.3

() Price indexes of these sectors are measured 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.
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TABLE 22

COMPARATIVE PRICE CHANGES, 1961-1964
(Year-to-year percentage changes)

Dec. 1962 Dec. 1963 Dec. 1964
Dec. 1961 Dec. 1962 Dec. 1963

Consumer Price Index.........cocviiiieiiiiniennanene. 41.6 417 +1.9
General Wholesale Price Index...........coviiiiniiiiiinne, +2.4 +1.3 +0.3
Non-ferrous metals products................. eeeiaenes +3.4 +2.9 +6.0
Total fully manufactured 200ds. ..t +2.4 +1.6 —0.1
G.N.E.deflator ... . .. i iiiiiiiiiiiieiianreeannns +2.2 +1.7 +2.4
Import Price Index® ... . ... . i, +2.7 +43.2 +0.1
Export Price Index(® ..., ......coiiiiiiiiiiieniaan., +1.7 +1.9 +1.6

M Fourth Quarter

The consumer price index average in 1964 rose by 1.8 per cent, about the
same as the rise which occurred in 1963. Within the total index, the price index
for services rose by 2.5 per cent, as the price of services continued its long-term
upward trend. Other sub-aggregates rose less. These changes are set out in Table
23. '

TABLE 23
PERCENTAGE CHANGES IN CONSUMER PRICE INDEXES
{(Annual averages)

1961 1962 1963 1964

1960 1961 1962 1963
Total—All THeIS. .ovvreeie e ieeeianernenereeanenenerocnnns +0.9 +1.2 +1.8 +1.8
00 . ..ot i e e +1.5 +1.8 +3.2 +1.6
Housing......oovvveevenniiiiiiniinas +40.4 +1.2 +1.0 +1.6
Clothing.....covviveeeennnnnainea.. +1.4 +0.9 +2.5 +2.5
Transportation...................... . +0.2 —0.1 — +1.1
Health and Personal Care —+0.5 +1.9 +2.6 +3.4
Recreation and Reading.......... .. Jo +1.2 +0.8 +1.4 +1.7
Tobacco and Alcohol............ EEET TR R R PR TPPRP PR +0.4 +1.3 +0.3 +41.8

Supplementary Classifications .

Commodities. ... oovrv it reinrereeinranneannn +0.5 +0.8 +1.7 +1.3
Durables................. —1.8 —0.7 +0.2 —0.9
Non-Durables.................... e +1.0 +1.2 +2.0 +1.7
Non-Durables excluding Food.............ooveevnnn. +0.6 +0.7 +1.0 +1.7
) T O AU P +1.3 +1.4 +1.4 +2.6
Services excluding Shelter................coiviiiae il +1.9 +2.1 +2.0 +3.7

In the construction of both the consumer price index and the GNE implicit
price deflator, some components are more directly affected by changes in wage
levels than are others. For example, in both private and public construction, the
lack of final price data makes it necessary to use wage and material costs as a
proxy for some prices. Some overstatement of price increases can occur when
wage-rates rise, insofar as concurrent productivity increases in the construction
industry may not be fully allowed for. There are similar problems in constructing
indexes in the case of services. In the government sector, whose output has no
market price, the value of the product also can be estimated only by measuring
the cost of producing the service. These costs consist largely of wage and salary
payments, and it is not generally possible to make any allowance for productivity
gains, or for improvements in the quality of the service produced. This is equally
true in the case of some consumer services. For some services productivity in
terms of volume of output per man-hour cannot readily be increased. Rising wage
levels are thus reflected in increases in the price of services.
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Developments in labour income, cost per unit of output and real output in
manufacturing are depicted graphically in the chart on page 42. Real manu-
facturing output in 1964 rose by 8.6 per cent, and output per production worker
man-hour by 2.8 per cent. Average hourly earnings in manufacturing were 3.1
per cent higher, and there was a fractional increase, of the order of 0.3
per cent, in wage costs per unit of output in 1964 over 1963. The wholesale price
index of fully or chiefly-manufactured goods rose by 0.9 per cent. The rise in
prices of consumer goods, which was somewhat higher than the rise at the whole-
sale level during the year, was also in part a reflection of rising costs in those
service industries, such as wholesale and retail trade and business and commercial
services, which are engaged in the task of distributing to the final purchaser
the product of the factories. Some higher taxes, particularly on alcohol and
gasoline, also affected consumer prices in 1964. Table 24 summarizes recent
changes in some prices and costs, on a comparative basis.

TABLE 2

RECENT CHANGES IN COSTS AND PRICES
(Percentage changes)

1963 1964

1962 1963
Average Hourly Earnings in Manufacturing..................oooiiiiinoint +3.7 +3.1
Average Weekly Wages and Salaries Industrial Composite......................... +3.5 +3.7
General Wholesale Price Index............ e e e e e +1.9 +0.3
Consumer Price IndeX. . ......titiitiitiat ettt ittt cnaaenens +1.8 +1.8
Price of U.S. Dollar. ... .ot itiiietet et eieei et iea ittt oineronranerannes +0.9 —_
G.N.E. Implicit Price Index.......cuuveyiniiiiiiininiieii i iniiiiiaeiaenaans +1.8 +2.3

—=no change

. The general stability in unit wage-costs in manufacturing, supported by the
‘lack of significant pressure in other price aggregates, has continued to be a source
of strength in Canada’s international competitive position. Table 25 shows the
changes recorded in wages and prices in Canada and six major competitors in
world markets, during the two years ending second quarter 1964. These changes
continue a'trend of similar annual magnitudes, in which over a period of three or
‘more years, when the Canadian dollar moved to a lower level, only the U.S. has
recorded greater stability than Canada. Rising prices and costs in other countries
are improving the price and profit situation for Canadian producers competing
both abroad and in domestic markets.

TABLE 25

CHANGES IN PRICES AND WAGES OVER THE TWO YEARS
ENDING 2ND QUARTER 1964 UNLESS SPECIFIED

(Percentage changes)

Hourly
Consumer Wholesale -
Price Index Prices Eil:,rﬁ?gg.s
CanadA. ...t e s +3.70 +1.2® +7.2m
L8 28 T +2.6 -0.1 +6.60
0 N +4.4 +4.9 +8.6
GEIIIANY . o v v ot veeneeneeetonennoneaessennssrnnsnaensnnses +5.0 +2.0 +14.9
France.......... e et e e e +8.3 +4.4 +-16.7W
0 . W +11.6 +1.8 4-22.0
F T 2 T P +13.5 +8.4 +33.1

WThird quarter comparisons.
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BALANCE OF INTERNATIONAL PAYMENTS

The deficit on Canada’s external current account in 1964 of $453 million com-
pares with that of $557 million incurred in 1963. The outturn for the year as a
whole obscures some substantial changes in the size of the deficit during the
course of the year, partly as a result of the timing of export deliveries of large
orders of wheat, and partly as a result of some special factors affecting the timing
of imports. The net effect of all this was a much lower deficit (on a seasonally

54 59

adjusted basis) in the middle quarters of the year and higher deficits in the first"

and last quarters of 1964, as compared with the year as a whole.

It is particularly difficult to assess Canada’s external position in 1964 simply
in terms of the outturn on current account. The most obvious (but by no means
the only) special factor operating in 1964 was the completion of the exceptional
export of wheat and flour to the Soviet Union, begun in the previous year.
Subtraction of the value of these shipments from Canadian exports would imply
current account deficits of about $750 million in both 1963 and 1964. Not only
is this, in itself, some improvement on the deficit of $874 million incurred in
1962; but even as between 1963 and 1964 it represents some relative reduction of
the deficit when measured against .rising national income, previous cyclical
expansions, and a pattern of demand more heavily influenced by investment.
Moreover, the contract with the Soviet Union was only one, though the largest,
of a number of such contracts with the countries of Eastern Europe, and Com-
munist China; and the earnings involved cannot simply be deducted from the
export side of the balance sheet, since they will both have provided the means of
payment, and generated demand, for additional imports. Therefore, when the
balance of payments is reférred to as “ex-wheat’” or “ex-Russian wheat” in the
following analysis, it must bé remembered that this is simply a statement of
actual levels of performance, and not of what would have happened in the absence
of any special wheat sales. o
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There was a rise in the surplus on merchandise trade in 1964, which came
about as exports increased by 16 per cent, while imports grew by 15 per cent.
In all, this led to a surplus amounting to $700 million, in contrast to a surplus of
$503 million in 1963. Non-wheat exports rose by 16 per cent, rising more or less
steadily throughout the year, following a very sharp upsurge in the latter part
of 1963 and the early months of 1964. Imports, by contrast, after rising sharply
throughout 1963 and into the early part of 1964, declined about mid-year and
did not show any pronounced trend thereafter. The levels of imports in the early
part of the year were associated with heavy purchases of machinery. The fourth
quarter level of imports was affected by automobile strikes in the United States
which held down the import of automobiles and parts.

The major improvement on merchandise trade account in 1964 was partly
offset by a widening of the deficit on non-merchandise account which amounted
to $93 million. Within the non-merchandise account, an improvement on freight
and shipping transactions associated with movements on trade account was more
than offset by other items. Travel expenditures swung by $72 million from a
small surplus in 1963 to a small deficit in 1964. It would appear that, in this sector,
the impact of devaluation has probably worked itself out; the swing likely also
reflects rising levels of personal income in Canada, reductions in air fares to
Europe, and poor weather during the summer of 1964 in Canada. Net out-
payments of interest and dividends rose for the fourth successive year. The
deficit on miscellaneous current transactions (such as business services) increased
slightly. As a result, the total non-merchandise deficit rose again to $1,153
million in 1964, or to approximately the same level as in 1961, after being about
$100 million less in the intervening two years.

TABLE 26
INTERNATIONAL PAYMENTS: CURRENT ACCOUNT

1959 1960 1961 1962 1963 1964
(Millions of dollars)

Current Receipts—

Merchandise exports (adjusted)........... 5,150 5,392 5,889 6,380 7,082 8,238
Gold available for export................. 148 162 162 155 154 144
Travel expenditures...... i, 391 420 482 562 609 661
Interest and dividends.................... 182 173 209 202 223 287
Freight and shipping...................... 420 442 486 509 560 642
Inheritances and immigrants’ funds....... 109 102 103 124 149 166
Other current receipts..................... 392 419 403 451 449 468
Total Current Receipts............. 6,792 7,110 7,734 8,383 9,226 | 10,606
Current Payments—
Merchandise imports (adjusted)........... 5,572 5,540 5,716 6,203 6,579 7,538
Travel expenditures.............covvernn.. 598 7 627 642 605 589 713
Interest and dividends.................... 671 653 770 794 869 960
Freight and shipping...................... 525 533 568 595 641 703
Inheritances and emigrants’ funds......... 165 181 174 175 182 191
Official contributions................... . 72 61 56 36 61 68
Other current payments.................. 693 758 790 849 862 886
Total Current Payments............ 8,296 8,353 8,716 9,257 9,783 | 11,059
Balance on Merchandise Trade................ —422 —148 +173 +177 +-503 4700
Balance on other Transactions................ —1,082 { —-1,095 | —1,155 | —1,051 | —1,060 { —1,153

Current Account Balance........ e, —1,504 | —1,243 —982 —874 —557 —453
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On the capital side, the inflow of long-term capital which had been substan-
tially reduced in the latter part of 1963, rose markedly in the course of 1964.
Following an outflow of $37 million in the first quarter, there were inflows of
$116 million, $171 million and $477 million in the second, third and fourth quar-
ters of 1964.- Largely accounting for this increase were substantial receipts from
the delivery of new issues of Canadian securities. Some of these issues resulted
from deliveries contracted for earlier, and from the ‘“backlog’ which arose in the
course of the year, pending the enactment of the Interest Equalization Tax in
the United States, and the accompanying “Canadian exemption’ for new issues.

Movements of short-term capital during 1964 were important. In the first
and second quarters there were inflows of $338 million and $108 million respec-
tively, which were reversed by outflows of $230 million and $127 million in the
third and fourth quarters. In the first quarter the net balance on long-term and
short-term capital was not large enough to offset the deficit on current account
and consequently, Canada’s official holdings of gold and foreign exchange
decreased by $127 million. In the second, third and fourth quarters, official
reserves increased by $62 million, $97 million and $54 million. Canada’s net
position in the International Monetary Fund, that is the net resources provided
by Canada to the IMF, increased by $277 million over the year. Of this amount
$213 million represented the liquidation of an obligation to repay. The remaining
$64 million represented Canada’s creditor position in the IMF and under the
General Arrangements to Borrow, which arose from drawings of Canadian
currency by other members.

TABLE 27

SUMMARY OF BALANCE OF PAYMENTS
(not seasonally adjusted)

1963 . 1964
1Q | 2Q | 3Q | 4Q 1Q | 2Q | 3Q | 4Q
(Millions of dollars)

Merchandise Trade Balance............... 4+ 74 4+ 74} 4151 4204 | + 33 | +149 | 4356 | 4162
Deficit on Non-Merchandise Transactions..] —322 | —278 | —135 | —325 [ —376 | —305 | —141 | —331
Current, Account Balance.................. —248 | —204 [ 4 16 | —121 | —343 | —156 | +215 | —169
Capital Movements (4 = inflow)
(— = outflow) )
Long-Term Forms..............ovuts +375 | 4209 [ + 33| — 4| — 37| 4116 | 4171 | +477
Short-Term Forms.......... e — 61 | 4106 | —108 | +153 | +338 | +108 | —230 | —127

Sub-total. ...l + 66| 111 | — 59 | + 28 | — 42 | + 68 +156 | +181

Change in official holdings of gold and
foreign exchange expressed in Canadian

dollars (+ = increase)............... + 66 | 111 ) —145 | + 28 | —127 | + 62 | + 97 | - 54
(— = decrease)
Net International Monetary Fund position. . . | + 86 e | +81+ 64+ 59 4127

+ 66| +111 | — 59 | + 28 | — 42 | 4 68 | 4156 | 4181

A more detailed exposition of these developments follows.

CURRENT ACCOUNT

With some renewed growth in the size of the non-merchandise deficit, the
overall improvement on current account in 1964 was wholly due to the increased
surplus on merchandise trade.
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TABLE 28

BALANCE OF PAYMENTS ON CURRENT ACCOUNT: MERCHANDISE
AND NON-MERCHANDISE BALANCE 1946-1964

: ‘Non- - Current

Mefﬁl:élg 15€ [ Merchandise Account

Trade Balance

(Millions of dollars)

--571 —208 +363
+188 -139 + 49
-+-432 -+ 19 +451
+293 T —~116 +177
+ 10 —344 —334
© 147 —370 . =517
1952, . e e, --489 —325 +164
L — 58 —385 —443
105, e e s + 13 —445 —432
1055 oo —211 —487 —698
1956.............. et e et e i —728 —638 -1,366
1957 e e —594 —861 —1,455
1958...... e e e e, —179 —~-952 -1,131
1080, i e e s —422 -—1,082 —1,504
1960, .o —148 —1,095 —1,243
L +173 —1,155 . —982
1082, . e +177 —-1,051 —874
B R +503 ~1,060 —557
1064 . . e +700 —1,153 —453

From a peak deficit of $728 million on merchandise trade in the strong in-
vestment year of 1956, there has now been a swing of about $1.4 billion to a
surplus of $700 million in 1964, although the latter year is affected by the special
shipments of wheat under the Russian contract. Simple deduction from exports
of the wheat sales under the Russian contract would still leave merchandise
surpluses of approximately $300 million in 1963 and $400 million in 1964. The
deficit on non-merchandise transactions rose in 1964, although it has not varied

IMPORTS AND EXPORTS OF MERCHANDISE™
BY QUARTERS, 1955-1964

BILLIONS OF DOLLARS 7 . BILLIONS OF DOLL9ARS
9 g
8 8
7 SURPLUS 7
I EXPORTS 7
6 ' IMPORTS 6
5
4 i [ - 4
NI NN NN

1955 1956 1957 1958 1959° 1960 1961 1962 1963 1964
SISEASONALLY ADJUSTED AND AT ANNUAL RATES o



93

by much more than $50 million around an average of $1,100 million for the past
six years. A substantial part of the increase was accounted for by a reversal
of an earlier - improvement on travel account, and most of the remainder by
increased net payments of interest and dividends to non-residents. A modest
improvement on freight and shipping and inheritances and migrants’ funds was
largely offset by lower production of gold for export and by higher official contri-
butions. There was a slightly higher deﬁcxt on other non-merchandise trans-
actions. .

In 1964, total merchandise exports including re-exports were '16.3 per cent
higher than in 1963. For all goods other than wheat, the increase in 1964 was 16
per cent; excluding the special shipments of wheat and flour to the Soviet Union,
but including all other wheat, exports of which increased moderately, the rise was
15 per cent. By any of these standards the improvement in exports outweighed
the 14.6 per cent rise in imports in 1964.

On a quarterly basis, and allowing for seasonal factors, the improvement in
the merchandise surplus gathered momentum very strongly during the first
three quarters of the year, in contrast to the relatively level pattern shown in
1963. In the first quarter of 1964, imports of goods were already more than 14
per cent up on the average for 1963, in response to the heavy investment expend-
itures undertaken in that quarter. They then rose only slightly from the first
to the second quarter, and fell back again in the third. There was some increase
in the fourth quarter, although the automobile strikes in the United States held
down the level of imports of automobiles and parts. Since wheat sales in particular
raised exports substantially in both the second and third quarters, the trade
surplus was running at an annual rate of well over a billion dollars by the third
quarter, more than four times the level in the first. The completion of the special
wheat sales to Russia in the third quarter and the increase in imports in the
fourth led to a reduction in the merchandise surplus in the final quarter of the
year from the exceptionally high level reached in the third quarter.

Apart from the special wheat sales, the pattern of export performance in
1964 was chiefly influenced by steady growth in most of the major traditional
exports, and quite striking advances in some of the newer export sectors, espe-
cially manufactured goods. -Between 1963 and 1964, exports of newsprint,
lumber and woodpulp together rose by just over 10 per cent, those of nickel
in ores, concentrates and scrap by 11 per cent, and those of aluminum, nickel
and copper as metals, with their alloys, by rather more than 9 per cent. The
value of crude petroleum shipments rose by nearly 12 per cent. These exports
continued to account for well over 40 per cent of non-wheat domestic exports
in 1964; but none showed. as dramatic an increase as iron ores and concentrates,
which rose by more than 32 per cent, or manufactured goods, which increased
by more than 41 per cent.

A part of the growth in exports of manufactured goods was accounted for
by aircraft and parts, exports of which were 130 per cent higher in 1964 than in
1963. Since payment for such items as aireraft and ships tends to be spread out
over the duration of the construction contracts, the effects of changes in such
exports on Canada’s balance of payments in any one year are normally much less
than the crude trade figures suggest. In 1964 there were also further substantial
increases in exports of agricultural machinery, locomotives, automobiles, engines
and parts, and measuring, testing and data processing equipment; and these far
outweighed a slight decline in exports of radio, television and radar equip-
ment. Some of these exports of highly processed manufactured goods were
financed by export credits, which have increased in importance in recent years.
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TABLE 29
MERCHANDISE EXPORTS BY COMMODITY GROUPS 1961 AND 1964*

Chem- Other
i Farm Metals icals Manu- 1 :
—_— and Fish | Forest | *4ng and | factured | - Re- 1 rota)
Products | TTOUUCES | Minerals | Ferti- an xports
lizers Miscel-
laneous
1961 million dollars.......... 1,301 1,623 1,861 | 251 719 140 5,896
Tpof total ........... 22.1 27.5 31.6 4.3 12.2 2.4 100.0
1964 million dollars.......... 1,937 1,970 2,389 302 1,341 201 8,140
Ypoftotal........... 23.8 24.2 29.3 3.7 16.5 2.5 100.0
(yvear ending .
Sept. 30)
% Increase 1964 over 1961. ... 48.9 21.4 28.4 20.3 86.5 43.6 38.1

*Trade of Canada basis, excluding *‘Special Transactions—Non-Trade”’.

As in 1963, imports of automobile parts continued to rise strongly over the
year as a whole in 1964, and there was also renewed growth in imports of com-
plete automobiles. Farm equipment, tractors, non-farm machinery in general,
and steel plate, sheet and strip were all imported in substantially higher volume
than in the previous year; but there was a 3 per cent fall in the value of imports
of crude petroleum in the first nine months of the year.

In terms of geographical areas, well over half the improvement in the
favourable balance on merchandise trade with overseas countries was offset by
an increase in the deficit with the United States: In 1964, the surplus with the
United Kingdom increased by $138 million, or 28 per cent, and that with other
overseas countries expanded 76 per eent, rising to $871 million partly, but not
entirely, as a result of special sales of wheat; the surplus with these other over-
seas countries on items other than the wheat shipped to the Soviet Union rose
from over $300 million in 1963 to roughly $565 million in 1964. The deficit with
the United States, on the other hand, increased by 65 per cent, rising by $317
million to $805 million.

TABLE 30
GEOGRAPHICAL DISTRIBUTION OF MERCHANDISE AND NON- MDRCHANDISE
BALANCES
United United Other All
States Kingdom Countries Countries

1963 | 1964 1963 | 1964 1963 | 1964 1963 | 1964
(Millions of dollars)
Merch. Export§ (adjusted)......... 3,970 | 4,397 | 1,017.) 1,218 | 2,095 | 2,623 | 7,082 8,238

Merch. Imports (adjusted) .| 4,458 | 5,202 521 584 | 1,600 | 1,752 | 6,579 7,538
Trade Balance.................... —488 | —805 | 4496 | +634 | -+495 +871 +503 +700
Non-merch. receipts............... 1,507 1,589 279 355 358 424 | 2,144 2,368
Non-merch. payments............. 42,202 1 2,443 375 417 627 661 | 3,204 3,521
Non-merch. balance............... —695 —854 —96 —62 —269 —237 |—1,060 | —1,153
Total current receipts.............. 5,477 | 5,986 | 1,296 | 1,573 | 2,453 | 3,047 | 9,226 | 10,606
Total current payments............| 6,660 | 7,645 896 | 1,001 | 2,227 | 2,413 | 9,783 | 11,059
Current account balance....... ....{—1,183 |—1,659 4400 +572 4226 +634 |© —557 —453
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On non-merchandise account, the increase of $93 million in the overall
deficit in 1964 was more than accounted for by transactions with the United
States, on which the deficit increased from $695 to $854 million, while there was
a smaller deficit with the United Kingdom and a fall of $32 million in that with
all other countries. ' '

There appears to have been a deterioration in Canada’s terms of trade in
merchandise, as the export price index rose by 1.7 per cent in 1964, as against
a rise of 2.7 per cent in the first nine months in the import price index. The
strengthening of export prices derived in part from strong rises in world prices
for non-ferrous metals during 1964; although these have since fallen back in
most cases, and much of Canadian export trade in this sector is based on longer
term negotiated contracts rather than on world market prices, the general level
of metal prices is now significantly higher than during the late fifties and early
sixties. - :

Nevertheless, by far the greatest part of the rise in Canadian export earn-
ings in 1964 was due to the higher physical volume of merchandise shipped.

In contrast to the experience of previous postwar business expansions, the
merchandise account has not deteriorated; indeed there has been a fairly steady
improvement in the merchandise balance. Although the share of merchandise
imports in Gross National Expenditure rose in 1964 to around the level reached
at the peak of the previous expansion, in 1959, it was well below the earlier
peak ratios of 1951 and 1956.

IMPORTS OF GOODS AS A PERCENTAGE OF GROSS NATIONAL PRODUCT

PER CENT SEASONALLY ADJUSTED PER CENT
21 — - — 21
—20

20

: —1e
(,:fuullnllnMﬁT[_nh|ll|lllll]lﬁmull|||’;:}'?L‘rﬂ|l|l|||||l||||To

1950 1950 1952 1953 {954 1955 1956 1957 1958 1959 1960 196 1962 1963 1964

SOURCE: D.B.S. NATIONAL ACCOUNTS, CURRENT DOLLAR SERIES

While it is not possible to quantify the effect of the 1962 devaluation and

subsequent relative stability in costs and prices upon Canada’s current external
transactions, it seems clear that their impact upon the merchandise account
has been substantial and significant.
) Canada’s commercial and industrial policies, as well, have combined to
improve her competitive position. This has brought about not only continued
expansion of total exports (to which the level of economic activity in Canada’s
foreign markets also made a major contribution) but also their diversification,
and especially a further marked rise in exports of manufactures.
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TABLE 31

'BALANCE ON TRAVEL ACCOUNT
All Countries

Receipts Payments Balance
(Millions of dollars)

1953 . o0 STUUURURRT 302 365 —63
1954. . ........ S SO 305 389 —84
1955, i BRSPS SSUTUTT 328 449 —121
1956, .ot e e SOUT PN 37 | 498 —161
1967 e, [T OO TR 363 525 C 162
1038 . e e 349 542 —193
1959 oot UTRURRRRURRRR 301 508 —207
1960. . ...ovnenn.. U TR PR 420 627 R
1961......... TR U PORRRPRR U 482 642 —160
1962 . v e e 562 605 —43
1983 - e e e e e 609 589 +20
1964 ..o e 861 713 —52

Apart from travel expenditures, which have already been described, the
deterioration on non-merchandise account as a whole in 1964 was due to increased
net payments of interest and dividends to non-residents. The gross outflow on
this account rose from $869 million in 1963 to $960 million in 1964, or by 10
per cent; income on Canadian investments abroad rose from $223 million to $287
million at the same time, or by 29 per cent, but as a result of the preponderance
of outpayments in this account the deficit widened by $27 million, or over 4
per cent. Official contributions rose from $61 million in 1963 to $68 million in
1964.

TABLE 32

NON-MERCHANDISE ACCOUNT
(Seasonally adjusted at annual rates)
(National Accounts Basis)

Receipts Payments Balance

(Millions of dollars)

1Q 1963, eee sl iineinainannns UTUORRRR RPN 1,048 2,920 —972
2Q 1963............. [T 1,968 2,932 —964
BQ 1963 e e et e e 1,992 3,076 —1,084
4Q 1963.........ueeeen SUTRY ] 2,072 3,160 —1,088
TQ 1084+ 1ottt e 2,192 3,312 ~1,120

2,124 3,200 —1,076

2,184 3,308 —1,124

2,308 3,500 —1,192
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7 BALANGE ON NON-MERCHANDISE TRANSACTIONS -~

: e - - 1954 —'1964 o .
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- CaprTaL AccounTt . - - -

. For the year 1964 as a whole there was a net capital inflow of about $800°
million. The bulk of this net inflow was in the form of long-term capital, largely
arising from sales of-Canadian bonds. The .amount of direct investment inflow
remained at the relatively low level it had reached in 1963. Short-term capital
inflows amounted to slightly less than $90 million for the year as a whole.

""In the course of the. year the movements of capital in long and short-term
forms displayed sharp fluctuations. The announcement of the proposed. Interest
Equalization Tax in the United States in July 1963 had put a considerable strain
on Canadian financial markets. Even with the exemption from the tax proposed
for new issues of Canadian securities, the uncertainties- pending the disposition’
of the legislation and their effect on financial markets had virtually caused the
closing of the market for new'issues in the United States for Canadian borrowers.
By the fourth quarter of 1963, inflows of long-term capital in the.form of direct
investment and' transactions in Canadian securities had also virtually dis-
appeared. This trend continued through the first quarter of 1964. Subsequent
to this, the net inflow of long-term capital increased substantially as deliveries on
previously arranged new issues were received in larger- amounts in the second
quarter and some new issues began to be placed. In the last half of the year,
the inflow of long-term capital was considerably above that of the first half,
In particular the passage of the Interest Equalization Tax and the granting of
the Canadian exemption were associated.with a.substantial increase in inflow
frolm new issues which had been building up in anticipation of the passage of the
Bill. - - , o R
Movements of short-term capital in 1964 exhibited a different pattern with
substantial inflows in the first half of the year being followed by outflows in the

second half. - T v e . : :

On balance, the total capital inflow in the first quarter of 1964 was not
sufficient to cover the deficit on current account, and there was'a decline in
foreign exchange holdirigs. In the second quatter, the inflow, of capital covered
a.smaller current account deficit and there was some increase in exchange hold-
ings. In the third quarter, although the net movement of long and short-term

96408—7
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capital was outward, the seasonally high current account. position (which was
in surplus) more than offset the capital outflow. In that quarter there was an
increase in exchange holdings and a reduction in Canadian dollar holdings of
the IMF. In the final quarter of the year, the deliveries of long-term capital
which had been building up in anticipation of the passage of the Interest Equali—
zation Tax, along with other forms of capital inflow, more than offset the cur-
rent account deficit and there was an increase of $54 million in Canada’s of-
ficial holdings of gold and foreign exchange. IMTF holdings of Canadian dollars
were also reduced further. For the year as a whole, the capital inflow was suffi-
cient to cover the current account deficit. Official holdlngs of gold and foreign
exchange reserves increased by $86 million and Canadian liabilities to the
IMF amounting to $213 million were eliminated. In addition, Canada pro-
vided resources amounting to $64 million through the IMF to countries in
balance of payments difficulties.

TABLE 33 7
INTERNATIONAL PAYMENTS: CAPITAL MOVEMENTS

— 1960' | 1961 I 1962 I 1963 | 1964
i (Mllhons of dollars)
Direct investment in Canada...................... | 4650 | 4520  4495| 4240  +165
Direct investment abroad.......................l -5 -7 -109 —110 — 90
Canadian securities— s
Trade in outstanding bonds and debentures..... + 3 + 61 + 64 4 39 + 77
Trade in outstanding common and preference
stocks .. + 51 .+ 39 —116 —169 - .97
Newissues.........oooicevvennn. .. +447 4538 4728 +968 +1 053
Retirements —265 —300 —320 —335 357
Foreign securities (b0tal)........c.....coeveren.. —19| -—34| -—65| +23] -7
Loans and capital subscriptions by Gov't of Canada-|
Advances, e6C.... ..o iiiiiiiii i — 11 - 8 - 22 — 18 - 10
Repayments to Canada..............couvnnn. + 32 + 37 -+129 + 25 4+ 9
Columbia River Treaty, net®.................... — - - - + 54
Long-term capital transactmns not included else- )
Where. .o it i e -+ 62 +132 —116 — 50 - 20
Change in Canadian dollar assets of forelgners— ' .
DepOSItS. .. oee ittt i i + 79 + 34 — 13 + 40 + 25
Government of Canada demand ha.bxhtles(’) .. - 12 - 2 - 4 + 1 -
Canadian treasury bills.. .. + 56 — 58 + 4 - 27 — 16
8anaglan cﬁommerclal paper. — 93 - 12
anadian finance paper..............ooviin...
Canadian finance company obligations not in- +70 +100 +133 i gg ilgg
cluded elsewhere............... ... ool L
Bank balances and other short-term funds abroad. — 60 +140 | + 93 —255 —499
All other transactions...................0olh e +171 +148 4148 +233 +354
Net Capital Movements excluding monetary
items shown below..........cooviiiiiiininn +1,204 | +1,272 | 41,029 . 4703 +816
Official monetary movements in the form of:
Change in official' holdings of gold and forexgn
exchange..; ............................... — 39 +229. +537 + 60 + 86
Change m net International Monetary Fund )
POBILION. ..vt v v it i ad + 61 —378 -4 86 4277
_Other speclal mternatlona.l financial a,ssmtance - - - 4 - . -

)8ee reference to Columbia River Treaty on page 55.

®Demand notes of international investment agencies other than the International Monetary Fund,.
Trust and Deposit Account of U.S. Governmeént with Government of Canada.
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TABLE 34 _
INTERNATIONAL PAYMENTS: QUARTERLY CAPITAL MOVEMENTS

1963 1964 .
1Q | 2Q | - 3Q | 4Q 1Q | 2Q | 3Q | 4Q.
‘ (Millions of dollars) ) ’
Direct investment in Canada. ....v.viuiiivi ittt it +67 +50 +60 +63 +50 +10 430 +75
Direct investment abroad.........ooviiiiiiiiii i —22 —37 —21 -30 —40 —45 - .. -5
Canadian securities— L ) . . ' - . S
Trade in outstanding bonds and debentures. ............................. - 423 +27 -7 —4 +4- +14 +.37 422
Trade in outstanding common and preference stocks.......evernrnenn.nn.. —56 —44 —-27 —42 —44 -8 —5 —40
N oW IS, . ittt ettt et e et e enearenreeaanens .. 4408 +394 +100 +66 - +142 -+313 +100 +498
Retirements. . .....ooii i i e —52 —173 —40 —70 —~109 —96 —58 —94
Foreign securities (Botal) . oo e +4 +24 -3 -2 —6 36 -5 —10
Loans and capital subscriptions by Government of Canada: ) ) ) . Lo
Advances, etc ) —_ — -8 —10 -2 — - -8
Repayments to Canada — +6 — +19 +4 +2 +1 +2
Columbia River Treaty, net® : : — — — - — - 454 - -
Long-term capital transactions not included elsewhere...... e, R +3 —38 —21 +6 —36 —38 +17 | 437"
Change in Canadian dollar assets of foreigners: ) ) : ) ) . By
DEPOSIES. « vttt e e e e -29 +38 —12 +43 +19 -9 =37 | 452
Government of Canada demand liabilities(® : TS - -3 | - +4 — -3 — - . 4+3
Canadian treasury bills..............ooooveea... g . +9 —17 +18 —37 +4 +14 —16 -18
Canadian commercial paper.............c.ocevnnn.. . -39 +15 —11 +12 427 —20 —19, -
Canadian finance PAPET. .. ...\ .vnie i iiiiieereenstennns RN . +9 —1 412 +32 +67 +84 47 +11 -
Canadian finance company obligations not included elsewhere ............. —4 +26 +14 +33 +32 +35 -2 | +3
Bank balances and other short-term funds abroad.......... e SRS —62 —81 -137 +25 +154 —125 —160 368
All other transactions. . S e +55 +129 +8 +41 v +35 +132 —3 . +190-
Net Capital Movement excluding monetary items shown below. .. +314 +315 -5 -+149 +301 +224 —59 +350
Official monetary movements in the form of: . . .
Change in official holdings of gold and foreign exchange. . ) ) . +66 | - 4111 —145 +28 —127 +62 +97 +54 .
Change in net, Internatlonal Monetary Fund position............... .. ... . —_ —_— +86 - +85 +5 +59 +127

() See reference to Columbia River Treaty on page 550 Lo - -
@ Démarhd notes of international investment agencies other than the International Monetary Fund, Trust and Deposit Account of U.S. Government with Govern-
ment of Canada. ’ . . . S

66.
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Direct investment in Canada during 1964 amounted to $165 million or
$75 million less than in.1963. The levels of eapital inflow for direct investment in
Canada in these two years were substantially below the levels reached during
the decade 1953 t0.1962._Over that.ten year period, new direct investments in
Canada, and the acquisition of existing businesses and refinancing, had aggre-
gated close to $5.0 billion with more than half of these investments going into
the petroleum, natural gas and mining industries. ,

. Industrially, the largest part-of the inflow for direct investment in 1964 was
attracted by manufacturing enterprises, petroleum and natural gas industries. The
outflow of capital for direct investment abroad amounted to $90 million in 1964,
compared with an outflow of $110 million during 1963.

" The volume of rew issues of Canadian securities had been substantially
reduced in the second half of 1963 and the first quarter of 1964. Proceeds of new
issues, including deliveries of issues placed earlier, increased during the second
quarter to $313 million. Following the enactment of the Interest Equalization
Tax in early September and the granting of the Canadian exemption, there was
a substantial increase in nei issues abroad in the second half of 1964. Asindicated
in Table 35, new issues of Canadian bonds offered in the United States rose

" in ‘the third quarter, and preceded-a-very large inflow-in-the fourth quarter.
Towards the middle of the fourth quarter, long-term interest rates in Canada
declined and the Canadian-U.S. interest. rate differentials narrowed. A sub-
stantial reduction in the volume of new contracts arranged occurred late in the
quarter. T A T

- ) N TABLE 35 ’ ' . -

" NEW ISSUES OF CANADIAN BONDS SOLD TO UNITED STATES RESIDENTS
. ’ N R Un-'
Period Offerings | Deliveries | jelivered®
. (Millions of dollars)
1963— o .

Q 512 394 451
126 | 368 209
30 | - 92 147
30 50 127
Q 96 130 93

236 . - 289 40 .
BQueiieiiie i S P w203 87 246
F RO PRI 305 484 67

WAt end of period.

Retirements of Canadian securities in 1964 amounted to $357 million. Since
1961, international transactions have involved substantial capital outflows for
the retirements of Canadian securities held abroad. In that four year period,
retirements of Canadian securities have amounted annually to approximately
$330 million or some $100 million more each year than during the period 1958
to 1960. L

" During the decade 1952 to 1961, trade in outstanding Canadian stocks had
resulted in average net sales by Canadians of approximately $100 million annually.
Since the first' quarter of 1962 trade in outstanding Canadian stocks has re-
sulted in net repurchases by Canadians of $382 million. In the course of 1964,
net repurchases of Canadian outstanding common and preference stocks declined
from previous years’ levels. However, the gross volume of trade in Canadian
stocks, which had declined markedly in the second half of 1963, increased in
1964.

The net inflow of capital, resulting from trade in outstanding Canadian
bonds and debentures, totalled $77 million in 1964 compared. with $39 million
in.1963. Gross trade in outstanding bonds and debentures, which had been sub-
stantially reduced in 1963, remained at low levels in the course of 1964.



1

101

‘TABLE 36

TRADE IN OUTSTANDING CANADIAN SECURITIES BETWEEN CANADA
" AND ALL COUNTRIES :

Canadlan Bonds and

Canadian Common and

o »_Total‘."

LT . .Debentures' Preference Stocks
Perlod Sales |Purch Sales |Purch Sales |Purchases| o
ales UI'C ases ales urcnases ales urcnases
To l Net To | rom I Net To From Net
' - dillions of dollars) - .. 7" T
225 228 | —3 | ‘250 23 | —13.| 475 | _491.| —16
192 188 [ 4+ 4 | 191 236 | 45 | 383" 424 1 —41
121 82 | 439 114 140 | —26 | 235 222 | 413
162 138 | 424 138 170 | —32 300 308 | —8
44 [ 423 124 180 | =56 | 191 224 | —33
58| 427 | 131 175" | —44 | 216 233 | —17
4% | =7 75 102 | -27 114 148 | —34
252 | — 4 -85 . 127 | —42 | 133 | 179 | —46
34 | 4+ 4 107 . 151 | —44- | 1145 185" | - —40 ¢
.48 0 +14.| 164 172 | —'8.| 22, 220 | 4+ 6
21 | 437 137 42 | -5 | 195 163 | +32
C 4T | 422 | 12T 167 | =40 196 | - 214 | —18:

+ =capital inflow
- —capltal outﬂow

There were also some marked changes between 1963 and 1964 in transactlons
in forelgn securities.. Following a net inflow of $23. million in, these transactlons,
in the course of 1963, there was a net ‘outflow of $57 million in 1964. A swing

of $82 million-in net trade in outstanding foreign “securities.’ (from an -inflow

of $42 million to an outflow of $40 million) largely accounted for this develop-
ment. Sales of outstanding foreign securities in 1964 amounted to'$515 million,
an increase  of $85.million from 1963. Purchases from forelgners rose to $555
mllllon from $388 IIll“lOl’l in 1963 -

—

TABLE 37

.o

)

=~ TRADE IN OUTSTANDING FOREIGN SECURITIES BETWEEN CANADA
AND ALL COUNTRIES . ’ :

Purchases

‘Sales TN .
To - From Net =
(Mllhons of dollars)
92 120 . -28
97 - 1130 ]
. 86 s 01 =5
81 o8 =2
80 75"
133" .
88 . (|- 02
129, 110 1
i22 126 -4
. 149 178, ;=29
119 121 " -2
125° -

+- =capital inflow
=capital outflow
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As a special financial arrangement between Canada and the United States
in accordance with the Columbia River Treaty, Canada received an amount
equlvalent to Canadian $273.9 million as payment for its share of the first thirty
years’ production of downstream benefits. All but Canadian $53.9 million of-this
amount was invested by the Minister of Finance in medium-term non-market-
able United States secuntles, amounting to US $203.9 million and maturmg as
follows: . .

COLUMBIA RIVER TREATY

OFFICIAL HOLDINGS OF MEDIUM-TERM NON-MARKETABLE
UNITED STATES GOVERNMENT SECURITIES

U.S. 8 million
4%, maturmg November 1, 1965 "
4% November 1, 1966
419,  “  November 1, 1967
41% «  November 1, 1068
41% « November 1, 1969
410, «  November 1, 1970

419 ° “  November 1, 1971

- Upon their maturity, the proceeds of these funds are expected to be taken
1nto the Exchange Fund Account. The equivalent of $53.9 million, corresponding
to the:difference between the receipts of $273.9 million and the holdmgs of $220
million in medium-term non-marketable United States securities in the hands of
the Minister of Finance, was made available directly to the province of British
Columbia for the purpose of retirement of foreign-held debt and represented an
inflow of capital in the course of the third quarter.

Other long-term capital movements produced a net outflow of $20 million
in 1964. These were more than accounted for by loans and advances under Govern-
ment programmes related to the ﬁnancmg of Canadian exports 7

) Sharp fluctuations took place durlng the course of 1964 in the movements of
short-term capital. In the January-June period there was a net inflow of $446
million, which was substantially offset by outflows of $230 million in the third
quaiter and $127 million in the fourth quarter. Bank balances and. other short-
term funds held abroad were substantially reduced in the first quarter from the
record total of some $2 billion at the end of 1963. In the subsequent quarters these
balances, including foreign currency deposits in the form of swap deposits by
holders of Canadian dollars, increased substantlally The net outflow for the year
as a whole was $499 million. . .

" Net sales of Canadian finance’ company paper and other Canadian finance
company obligations® in the first half of the year amounted to $218 million.
In the third quarter these inflows declined markedly and in the last half there
was a net:inflow of $19 million. Other short-term. capital movements in 1964
represented a net inflow of $351 million.

Reference has been made earlier in this section .to the geographical composi-
tion :of Canada’s current account balance. These data showed that Canada’s
deficit on current account with the world as a whole was more than accounted
for by transactions with the United States, where there were deficits on both
merchandise and:non- merchandlse account. To some extent, these deficits. with
the United:States weré offset by current transactions with the rest of the world,
in which a net surplus was earned by virtue of a favourable balance on merchan—
dise trade whlch exceeded a deficit on non-merchandise trade.

It is of cons1derable 1nterest to examine the pattern of cap1ta1 movements
discussed above, in the context of fihancing the currént ‘account deficits incurred
on a geographic basis,

M Bank loans, intercompany accounts, notes, etc.
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Although there are fluctuations from year to year in the size of the different
components of current and capital -account transactions with Canada’s major
tta:ding partners, the general pattern has been unchanged over the past decade
‘and more. Briefly, the inflow of capital from the United States to Canada has
fallen short of the sum needed to finance the current account deficit incurred
in transactions with the United States, and usually by a wide margin. The
-difference has been made up by the transfer to the United. States of receipts
of foreign exchange:arising from- current and capital transactions with the rest
of the world and from gold newly produced in Canada. Any residual difference
betwéen current and capital transactions has, of course, been reflected in changes
in Canada’s official exchange reserves.

) The following table demonstrates this broad pattern in terms of total flows
from 1953‘t0 1962, and for the particular years 1962 and 1963. Complete data
for 1964 are not yet available. Data relating to the current account only are
presented in Table 30. N

. TABLE 38 -
FINANCING OF CANADA 8 BILATERAL ACCOUNT WITH THE UNITED STATES
(Millions of dollars)
ST ol 1053-1062 | qpne | - 1
—_ . . < Total 1962 . 1963
Tl-ansacl;,ions with .U.S. (excludillg international I_i_qe,ncia_l o o .
- agencies)
Current account deficit (exe. gold) ...................... —13,777 —1,277 —1,337
Capltal inflow from U.S......0 ..o, e -+8,679 +1,093* |- ° 4895
g Net amount to be ﬂnanced by other transactions.. . —8;008 Co—1sa | —44e2
Other transactions— ’ : : ' ) Con
- Current account surplus w1th rest of world.............. -2t |- 42487 | - . 4626
* Net capital movement'from (+) or to (—) rest of World*" +2,185 . 4318 . —-278
. New gold production available for export........0...... +1,538.. | - +155 S 4154
. Increase (—) in- Canadlan holdlngs of gold and foreign N B ) - .
exchange.. ... . . .. e s T - =736 - =537 v —60
Total financlng.........coovvvvviiuiianniiiiaean.n. . +5,098 4184 “ 4442

_ *Including $3- tillion -accounted for by éichange transddtions in connection with special bilateral
asgistance.
** Includes cl_l_?:nges in Canada's International Monetary Fund position.

The large volume of both current and capital transactions between Canada
and the United States:reflects their geographic proximity, the similarity of:their
institutions, the close nétwork of *commeréial. and -financial inter-relationships
between them, and the absence of restrlctmn on bilateral flows of capital between
their major financial markets N

This payments relatlonshlp between Canada and the United States is partic-
ularly sighificant in relation to the current discussion of the U.S. balance of pay-
ments situation. Over the past years (as indeed over virtually the whole post-war
period) Canada has been a net provider of dollars to the United States economy.

S
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) From the-end.of December 1963 to the end of April 1964, official holdings of
gold.and foreign exchange declined by US$114 million, Between. May -and the
end of the year, official reserves rose by, US$193 mllhon to US$2,674.3 mllhon
at year end, so that for the year as a. whole, official reserves were higher by some
US$79 mllhon Monthly tota.ls of reserves are shown in Table 39 -

- o . TABLE 39 . S
. . OFFICIAL HOLDINGS OF GOLD AND FOREIGN -EXCHANGE' -
.End of Period. " - . - - | - Gold - |U.8: Dollars|: .#Total i -
' B . (Mxllxons of U.8.dollars) -+~ i
1983—JUNE. .. vv e ] 754.6 1 1,087.0° "2,'691.6"'
July.. 762.0 1,739.0 2,501.0
August. ... . RS sl 7678 | - 1,702.7: 1. 2i470.5
September....... Lot N 774.7 1,793.6 2,568.3
_October...... B A e 784:4 '1,797.0 ", '2,581:4"
November..... N . .799.5 1,831.5 2,631.0
Deceniber:.. 5. ... : : A L8172 | - 17778 2,595.0 -
1964—January.... 836.7 |- 1,745.7° | - 2;582.4
February 849.7 1,692.6 2,642.3
March 871.0 1,594.5 2,465.5
April. 892.2 1,588.9° 2,481.1
May 910.1 1,599.3 2,509.4
June ' 3+ 031.3 _1,602:6 | - 2.533.9
July...o o I R T 948.8 1,585.1 2,533.9
August......... TR IR B 969.0 1,606.9 2,575.9
. September,.................... e eaen eeses] .. 989.6 . 1,634.9. . 2,624.5
October.... ..o it s 1,001.1 1,685.5 2,6806.6
November................. N e, 1,007.4 1,736.0 2,743 .4
" December................. et e e, 1,025.7 1,648.6 2,674.3
1985=—JBNUATY ..« oo v voe e e v e e eme s e wemvin | - ~-1,036.0 -1,632.2.. .2,668.2-
February............................ A 1,040.6 1,608.1 2,648.7

- During 1964, the holdings of Canadian dollars by the International Monetary
Fund declined" by US$241 million to US$367.5 million. Canada’s transactions with
the IMF involved net repayments to the Fund to the extent of US$166 million.
This was partly offset.by gold sales to Canada by the IMF of US$9 million and
borrowings from Canada of the equivalent of US§15 million in Canadian dollars
under the General Arrangements to Borrow. Other member countries drew from
the International Monetary Fund the ‘equivalent of US$99 million. in Canadian
dollars.

" CHANGES IN IMF, HOLDINGS OF CANADIAN DOLLARS DURING 1964_ "

USss .
million
_ 'IMF holdings of Canadlan dollars at the end of 1963....... prieieaeneyn .. 608,60 o
*(minus) - Repurchases by Canada (net)..'. ....... Yieeasd M ivraeens 1660 v T ey

. Drawings of Canadian dollars by other countries.

(1;1{;5) " Gold sales to Canada by the IMF...... . 8.0 '.: e
Borrowings from Canada under the General Arrange— ’
) ments to Borrow

SRR P Net chnnge dunng 1964. S R D TR

:bf‘ IMF ﬁoldinéséf C;a.nadxahdollarsat theend of 19
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The movéments in the valie of the Canadlan dollar expressed in’ US
dollars are shown in the accompanymg chart. -

CANADIAN DOLLAR IN UNITED STATES FUNDS',

- AVERAGE NOON. RATES
U. S.CENTS PER UNIT.

96 ‘ : — 96
95 AEII . —95
94— - 94

Tl e~

9l ~ 91

- ::agodIIl .IIIIIIIJJI IIlIlIlI!JIlII! IIlllogo
1962 - 1963 1964

The rate of the Canadian dollar moved in a very narrow range around its
_par value during the first seven months of the year. There followed a period of
‘strength in the Canadian dollar as the rate moved steadily higher toward its
upper limit in mid-November. This movement was related to the seasonal strength
in the current account of the balance of payments. It was reinforced by heavy
capital inflows following the enactment in September of the U.S. Interest
Equalization Tax together with the exemption for Canadian new issues. The
spot rate remained close to its upper limit for the remainder of the year and was
93.13 cents U.S. (U.S. $1.00=Cdn $1.073) at the end of 1964. A

“In the early part of the year, the Exchange Fund, in an effort to-avoid-a
heavy capital inflow induced by the widening of the forward discount on the
U.S. dollar, engaged in forward market operations. The forward discount
on the U.S. dollar had been affected by transactions involving thé covering
of forward commitments arising from the substantial export order of wheat from
the U.S.S.R. At the year end forward commltments of the Exchange Fund were
neghglble

DISPOSITION AND SOURCE OF SAVING :
The natxon s éa;rfngé Awhlch m Jtlie‘ économlc framework of the natlonal
accountlng system are equlva,lent to the additions made to the nation’s capital
assets, rose by 15.8 per cent in 1964. Personal saving represented 24.3 per cent

96408—8
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of the total and business sector saving accounted for the balance. The govern-
ment sector as a whole, on a National Accounts basis, was in.near-balance in
1964. This means that the government sector nelther contnbuted to nor was a
net user of total national saving, :

The nation’s investment, which represents that part of output which is
not currently consumed, consists of increases in domestic physical assets such
as housing, businéss plant and equipment, and inventories. In addition, the
nation’s claims on the resources of other countries properly count as additions
to its wealth, and increases in claims by other countries must be counted as a
deduction. Hence, the surplus or deficit on current international account is
counted as part of national investment, a deficit being regarded as a negative
item.

The disposition of saving in 1964, shown in Table 41, was dominated by the
marked increase in business gross fixed capital formatlon Business gross fixed
capital formation represents capital spending in the ‘non-government sector,
as government sector purchases of capital goods, on a National Accounts basis,
are treated as current expenditure in the year the investment occurs. As a result
of this treatment, capital formation on a National Accounts basis is below
the capital investment total as reported in the Private and Public Investment
Qutlook surveys and discussed elsewhere in these pages. Business gross fixed
capital formation in 1964 amounted to $8,968 miilion, some.18.1 per cent above
the 1963 total. ,

Inventory movements in 1964, which are ‘part of total domestic investment,
consisted of a moderate buildup in business inventories, partly offset by a decline
in farm inventories (associated with record wheat exports). The buildup of total
inventories in 1964 was slightly below that of 1963. In the same period, there
was some slight narrowing of the deficit on international current account.

* NATIONAL SAVINGS, BY QUARTERS, 1953-1964 -

BILLIONS OF DOLLARS R , B : " BILLIONS OF DOLLARS

R e — 7
9.0} =190
gsb /’\—u
sol- S e
7.5 g | s
7.0 /\f A —70
65 I . —es
601 ' —6:0
55 —55
50 50
45 —45
40 : —a0
TIEFT‘L’_'E|IIIIII|IIII w,féllllllllll||lll[l|l!!IT

1953 1954 1855 . 1956 1957 1958 " 1959 1960 1961 1962 1963 1964
’ mSEASONALLY ADJUSTED AND AT ANNUAL RATES o . ' ' .
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The distribution of saving among the various sectors continued the long-
term trend in which the share of the business sector in the total of gross saving
has been gradually increasing, due in part to higher levels of capital consumption
allowances This is a reflection of the capital investment record of the post-war
years, as a result of which the proportion of capltal to labour used in the pro-
ductive ‘process-has been-rising. This,-of course, is the-material -basis-of growth
and the rise in output per worker and real incomes. Rising capital investment
expenditures are accompanied by rising capital consumptlon allowances over
time, and these allowances, as enterprises build up reserves for new capltal
outlays in the future; now form thé largest single item on the’ sa,vmg 51de of
theaccount o e . P S SUUDE P

The movement of natlonal saving as a whole in recent years is shown in
the chart on Page 59. The association of rising levels of saving with rising
levels of economie activity and incomes is shown clearly on the chart, the shaded
areas indicating the periods of recessmn whlch have been recorded during the
past decade.

The changes in 1964 in both saving and investment were of somewhat
greater magnltude than the changes whlch were recorded a year earher

 TABLE 40 L o
CHANGES IN TOTAL NATIONAL INVESTMENT AND SAVI\IG_,:

( NATIONAL ACCOUN'rs ‘Bass)’ )
(Billions of dollars)- -+ ..o

1962 . 1963
Domestic Investment. .......................................................... +0.5 41.1
Reduction in Current Account Deficit........... .. . ... i i +40.3 +0.1

Personal Net Saving................cooiiiiiii it N +0.2 —-0.3
Business Gross Saving.................. L . .. —+0.4 +0.8
Federal Government Reduction in Deficit. .. +0.3 +0.6
Provincial-Municipal Governments Increase (—) or Reduction (4) in Deficit - —

(Totals may not add due to rounding)

, The shift in the position of the total government sector from a deficit of
$632 million to approx1mate balance contributed substantlally to the overall
increase in national saving, and was a reflection of the increase in revenues,
particularly at the federal level, discussed elsewhere. Business gross saving
increased not only on account of the growth in capital consumption allowances
mentioned above, but because undistributed profits were considerably higher in
1964 than-in 1963. As indicated in an earlier section, personal net saving in 1964
grew less rapidly than in 1963, when changes in farm mventones are 1ncluded
but somewhat more rapidly with farm inventories excluded.

96408—84%
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. TABLE 41

) - I-)ISPOSITIONV OF SAVING.
(Millions of dollars, seasonally adjusted at annual rates)

—_— 1963 1964
Business Gross Fixed Capital Formation..... e et te et e, 7,501 8,968
Value of Physical Change in Inventories.......oviveeriininrinieeenneenannns 491 380
Surplus (4) or deficit (—) on current account with non-residents................ -—524 —428
Residual error..... ettt i e et et 182 45
TObAL. . eene e tarecrenesseseseassassessssescrasonsesnsoanssns 7,740 8,965
TABLE 42
SOURCES OF SAVING
(Millions of dollars, seasonally adjusted at annual ;ates)
P 1963 1964

Personal SaVINEZ.....vuuir vttt rieeniereteneeatesososrtsssirtrenstianarsanns 2,466 2,181
Business Gross Saving, Total......c.cooviiiiiiiiiiiiiiiiiiieiiiireeneenrecnans 6,283 6,969
(a) Undistributed corporation profits.. ... ....uuueerereerereeneninnroseees T973 1,252

(b) Capital consumption allowances and miscellaneous valuation adjust-
o731 2 TR 5,172 5,607
(c) Adjustments on grain transactions...........ooiuiiiiriiiiiiiieiiiais 138 110
Inventory Valuation Adjustment............oooiiiniiiiiiiiiiiiiiiiiiiians ~195 =-121
Government surplus (+) or deficit (—) —632 —20
Federal................... —292 +328
Provincial and Municipal.. —340 _.—348
ReBIAUAL EITO . . ot vttt vven e e ettt ettt ettt r e —182 —44
' TLOEAL .ot e e e e e e CT,T40 8,965

CAPITAL MARKETS

The capital markets of Canada, including those for securities and bank
loans, provided a greater volume of financing in 1964 than in the previous.year.
Notwithstanding this greater demand for funds and some serious uncertainties
concerning market conditions which occurred during the year, interest rates were
relatively stable in 1964 and were at a lower level at the end of the year than at
the beglnmng This_performance in the fourth year of the current period of
“2conomic expansion is significant, reﬁectmg a monetary policy which was. effective
“in sustaining-the rate of economic growth without permlttmg slackness in credit
condltlons together w1th a credltable degree of resxhence in the capltal markets

Durmg the year: net -new issues- of securities. (mcludmg finance company
Apape,r‘) by Canadian borrowers.on all markets; both domestic and-external,
:totalled $3,069- million' comparéd with $2,801- million in. 1963..Net new.issues-of
.Government of Canada securities in 1964 were $457 million; as compared with
$827 million in 1963. Table 44-indicates:that.in 1964 Government Accounts made
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net purchases of Government of Canada securities of $253 million, diminishing
by that amount the impact of Government of Canada financing on the securities
market, while in 1963 net sales of $154 million of securities from Government
Accounts mcreased the impact on the market resulting from the large increase
in net new issues in that year. Thus the net market impact of Government of
Canada financing was $204 million in 1964 compared with $981 million in 1963.
Net borrowings by provincial and municipal govérnments were slightly higher
than in 1963. Apart from the marked reduction in net borrowing by the Govern-
ment of Canada, the dominant feature in the capital markets in 1964 was the
corporate demand for new money. Net new issues of corporate bonds, continuing
the upward trend in recent years, totalled $698 million compared with $555
million in 1963. Furthermore, whereas in 1963 there occurréd a net retirement
of $55 million in corporate stock net new issues of corporate stock in 1964
amounted to $265 million. This increase in demand for funds by corporations
reflected a substantial increase in fixed capital expenditures and a buildup of
inventories to levels somewhat higher than in 1963. This demand was met in
part by a considerable rise in the level of loans to businessés in the chartered
banks. In 1964; loans by the chartered. banks to businesses and instalment
finance companies increased by $572 million compared with an increase of
$334 million during 1963.

Total money supply increased by slightly less than 6 per_cent in 1964, while
the money supply in the hands of the general public rose by a little over 7 per
cent. Total general loans by the chartered banks increased during the year,
however, by over 15 per cent, with a substantial increase of 25 per cent in per-
sonal loans and an increase of 13 per cent in business loans. In accommodating
this strong demand for loans the chartered banks sold $223 million in Government
of Canada securities. The liquidity position of other financial intermediaries,

together with central bank operations, enabled the market to absorb this liquida-
tion by the banks. The more liquid assets of the chartered banks declined from
35.4 per cent to 31.9 per cent. The more liquid assets of the chartered banks
comprised their cash reserves, day-to-day loans to investment dealers, call
loans, Government of Canada securities, and net foreign assets.
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TABLE 43

NET CHANGES IN SECURITIES® AND BANK LOANS® OUTSTANDING FOR CALENDAR YEARS

1963 1964
1961 1962 1963 1964 —
ist half | 2nd half 1st half | 2nd-half
(Millions of dollars) S
Govemment of Canada - T
Securities. ... .. 889 812 827 457 . 105 - 722 289 746 -
Provincial Governments ) ’ ’
Securities® . ... .. 936 695 893 928 611 283 570 358
* Bank loans............ F LT T R P —83 —16 19 —18 -2 20 —20 2
Sub—total. i e 863 679 912 910 609 303 860 360
Municipal Govemments ' . :
SOCUIILI®S . . v vt v e eeeeeee e, 320 236 406 428 215 191 247 181
Bankloans............ e e i eeiereeeee 30 -3 57 62 33 24 1 61
Sub-tolal. .. ..ooo i e e e 350 233 463 490 248 216 T 248 242
Total Governments............................ 2,092 1,74 2,202 1,857 962 1,240 509 . 1,348 .
Prlvate Canadian Borrowers ] .
Corporate Bonds. .........cooviiiiiiiiiiiiiiiiiiaiiienas 359 416 555 698 467 88 333 365,
Corporate Stocks. ............ ..o 249 341 © —55 265 —213 158 109 158
- Finance Company Paper —51 179 174 292 136 38 355 —63
Bank loans to Business and Instalment Finance Companies 205 526 334 572 110 224 452 120
Call and Day-to-day Loans.............cooiiiviiiiinn 34 138 —84 5. —200 116 -78 83
Other Bank Loans®...[...... e e 182 225 234 417 . 16 218 ‘161 256'
'l‘otal Private 978 . 1,825 1,158 2,249 316 842 1,332 . 919 ~
Grand Total. . 3,070 - 3,549 3,360 4,106 1,278 2,082 1,841 2,287

MIncludes Canadian and foreign pay issues.
®Includes only Canadian dollar bank loans.
®Includes securities guaranteed by provinces.

(_‘)Insured mortgage loans and all other chartered bank loans in Canadian currency not included elsewhere.

11T
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The volume of net new issues of securities, other than by the Government of
Canada, was notably high in the first half of 1964. With the U.S. market for new
Canadian issues restricted during this period by the uncertainty surrounding the
U.S. Interest Equalization Tax, approximately four-fifths of such new issues were
payable in Canadian-dollars and were-mainly absorbed by the Canadian market.
In the last half of the year the situation changed considerably. Issues payable in
U.S. dollars which had been delayed pending clarification of the Interest Equaliza-
tion Tax, (the impact of which is deseribed in some detail in the section on the
Balance of Payments), were taken up by the U.S. market and the géneral demand
for Canadian securities by U.S. investors increased. This was particularly evident
in the fourth quarter of the year when net new issues payable in UiS. dollars
amounted to $434 million. Because of these significant purchases of new issues by
investors in the U.S., the pressure of new borrowings on the Canadian market was
eased. Long-term bond yields declined by % of 1 per cent. b

CHARTERED BANK LOANS =

Billions of Dollars _— -

° Ratio Scale .
' TOTAL

B'OF Average of.Wednuqu‘: 7 =380
| T
-—;/ . ; ; :
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50 "J N _)’~2/—60
BUSINESS LOANS ', .
. Monﬂ::j\/( o : 27
4.0 /\- . 11 .
F3.0 : UN;ECURED . 4
o . PERSONAL LOANS /7 . . 1-.4.
Z7 . Month-end ]
léO— ' : . S :— 10
8 1'.1]||[1|f1||||||[11[||l.1|11||1[1|:|||n|||‘fn|| 8

1961 1962 1963 1964 65
Seasonally adjusted. . o :
1. Excl. day-to-day,tall and C.5.B. loans.

One other significant external factor affected the Canadian market in 1964.
On November 23, the Bank of England, reacting to a sharp decline in its gold and
foreign exchange holdings, increased the Bank Rate from 5 per cent to 7 per cent;
The U.S. followed this action with a % of 1 per cent increase to 4 per cent in the
discount rates of the Federal Reserve Banks and the Bank of Canada increased
its Bank Rate from 4 per cent to 4% per cent. The Governor of the Bank of Canada
stated at the time that the Bank wished to .eliminate uncertainty in Canadian
financial markets following changes in Bank Rates in the United Kingdom and
the United States and described the new rate as one which was appropriate to
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the needs'of the domestic Canadian economy and! Canada 8 mternatlonal ﬁnan—
cial position.. The main impact -of the Bank Rate change was felt in the very
short-term market. Treasury bill yields had fluctuated:during the year between
3.50 per cent and 3.90 per cent. The:Bank Rate change consolidated thei trading .
area in the Upper end of thisirange: Long-térm yields:rose initially but, after a
very short period they returned to the levels prevailing before: the Bank Rate
change and by. the end ‘of the year had fallen below thése’ levels ' ‘

.. CURRENCY OUTS|DE BANKS AND
T CHARTERED BANK DEPOSITS

" Seasonally.Adjusted . -
Averuga of Wednesdays - Billions of Dollars LT

' Ratio Scole\ o ' —18

}

“HELD -BY GENERAL PUBLIC

' Acvsmmtm OF CANADA DEPOSITS|.

R v ;lllll’nln' nl‘{n[n)lfl ||‘||||1|1'| ||‘|1|[1111| n :
|961 : |962 1963 : 1964 65

An unusual ‘but antlclpated comphcatlon durmg the year was the US.
payment to Canada under the Columbia River Agreement and-the consequent
payment to the Provinee of British Columbia of Canadian $220 million as well as
U.S. $50 million. Despite the magnitude of these payments to Canada and from
the federal government to the province, their impact on the securities markets -
and the banking system was -negligible.’ The Columbia River payments are
descnbed in detail in the preceding section on the Balance of Payments o

An indication of the relat10nsh1p of Canadian bill and bond market ylelds to
those in. the United States can be seen in the charts on pages 62:and 63. Canadian
treasury bill yields on both-a covered and uncovered basis have remained very -

“close to U.S. bill yields during 1964. Indeed at the end of the year, U.S. bill rates
“were_higher than-those obtaindble in' Canada. Canadian long-term bond yields
- moved closer to U.S. yields in the last half of the year, reducing the spread from .
“close to 1 per cent to around 0.85 per cent "This spread was contlnulng to narrow

] ;at the end of the. year. ‘ . :



TABLE 44

NET INCREASE IN HOLDINGS OF CERTAIN FINANCIAL ASSETS CLASSIFIED BY HOLDERS FOR CALENDAR YEARS

- 1964

1963
-1961 1962 1963 1964 -
: 1st half | 2nd half 1st half | 2nd half
(Millions of dollars)

Chartered banks and Bank of Canada : ;
Canadian SECUTities. ... .ov it riireiii e iirirenanenns 940 —262 761 —146 477 284 —186 40
Chartered bank 1oans.........ovviviiiiireiienrenrennns 368 870 560 1,038 —43 602 516 522

TOtal. ...ttt 1,308 608 1,321 892 434 886 330 562

Non-bank holders . : . )

Currency and bank deposits®™. .............covvivienn.. 1,257 520 1,389 1,000 391 997 310 690

Other net liabilities of banking system®................. 51 88 —68 —108 43 —111 20 =128 -
Sub-tolal® . . . e e - 1,308 608 1,321 892 484 886 330 562

Canadian Securities. ........ovviveinrnrenrnrerenenrnnenss 1,762 2,941 2,039 3,214 . 844 1,196 1,511 ) 1,705
Motal. .. ... ittt 3,070 - 3,549 3,360 4,106 1,278 2,082 1,841 2,267

of which: .

Government of Canada . :

Chartered bank and Bank of Canada deposxts(l) .......... 84 —23 357 —199 —101 457 —134 —65
Government of Canada securities held in Gov’t accounts.. . —~222 26 —154 253 —226 72 —102. 355
Total. .. ... e —-138 3 203 54 —327 529 —236 290

Public in Canada®@ . :
Government of Canada securities...............covvvennn. 237 1,026 150 412 —238 388 42 370
Other Canadiansecurities. .............coveiiiirinnnnnn. 1,467 1,529 1,515 1,721 781 734 1,186 537

Sub-total: Canadian securities.................. A 1,704 2,655 1,665 2,133 643 1,122 1,228 907
Currency and chartered bank deposits®, .. ... e 1,134 577 993 1,168 481 512 438 730
Other net liabilities of banking system................... _ 51 88 —68 —108 43 —111 20 —128

MOtaL. ...ttt 2,889 3,220 2,590 3,193 1,067 1,523 1,686 1,509

Non-Residents T : .
Government of Canada securities®...................... 6 123 113 . —4- - 143 —-30 ¢ 15 —-19
Other Canadian securities...............ovveevninennen.. 274 237 415 833 384 31 370 463

Sub-total: Canadian securities...................... 280 360 528 829 527 1 385 444
Canadian bank deposits. .............cvvviivn.. eees 39 —34 39 30 11 29 6 —24

B 13 ) 319 326 567 859 538 30 391 468

MIncludes only Canadian dollar deposits.
M Balancing item.

@ Equals total holdings of securities and loans by banking system as above.

(WExeludes holdings by chartered banks.
®Includes treasury bills.

49}
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MORTGAGE MARKET o

The ﬂow of funds into mortgages 1ncreased substantlally in 1964. The ma]or
area accountlng for the increase was conventional mortgage loans which in
1964 Were ‘35 per cent higher than in 1963. Mortgage loans approved under the
Natlonal Housmg Act moved up 6 per cent in 1964 compared with the previous
year. Despite this greater demand for mortgage loans, rates on such loans

moved slightly lower through the year.

TABLE 45

FLOW OF INSTITUTIONAL MORTGAGE FUNDS 1963-1964 -

—_— 1963 1964
(Millions of dollars)
Mortgage Loans Approved under the Natlonal Housing Act
CMHC Dxrect Loans ‘ )
! ‘ v - 253 312
49 65
302 377
NHA Loans Through Approved Lenders
Smgle....‘.' ........................................ N 281 178
Multlple ................. R TR 104 175
’l‘opal Appi'oved Lenders................... R EETETTTITIN 385 353
“Motal under NHA.......ooooiiriniintiniinenneiianianann Ll es? 730
Conventional Mortgage Loans
New Buildings
Single 249 294
Multiple 403 518
Sub-total New Conventional 662 812
Existing Buildings
117 1= 304 444
Multiplg ..................... e eeeteteae et e e e 126 196
Sub-total Ezisting Conventional............ccoviuiiiiiiiiiieriineeans 480 640
Other®......... AP 373 507
Total Conventiomal.................ccveiiiiriinieeennnaraeronenes 1,456 1,959

M The figures on existing single dwellings do not include the top part of any 833% mortgages made.

(MThis category includes commercial and industrial mortgages.

Source: Central Mortgage and Housing Corporation.

Total N.H.A. loans, which include C.M.H.C. direct loans and loans by
approved lenders, totalled $730 million in 1964, $43 million higher than in 1963.
N.H.A. loans made by approved lenders declined by $32 million during the year,
despite a substantial increase in their loans for rental accommodation, particu-
larly multiple dwellings. In the face of the heavy demand for loans and the re-
duced supply of funds from approved lénders to owner applicants and builders,
C.M.H.C. increased its direct loans by $75 million in 1964 to $377 million.
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Conventional mortgage loans were especially strong in 1964, increasing by
over $500 million, compared with 1963, to a total of $1,959 million. Loans on
new multiple dwellings, existing smgle dwellings, and commermal and indus-
trial building showed particularly significant advances over 1963 The i 1ncrease
in loans on existing houses has occurred followmg improved mortgage" acxhtles,
offered by lending 1nst1tut10ns and partxcularly the arranvements, 1ntr0duced_
in 1964 for loans of 83} per cent of appraised value at a_cost usually about 1 of 1
per cent above the conventional mortgage rate.

The conventional mortgage rate tended to move below 7 per cent early in
the year and loans for buildings in favoured locations and-for multiple structures
were financed at 63 per cent. This easier condition prevailed at the end of the-
year.

Since 1961, C.M.H.C. has offered at pubhc auctions blocks of N.H.A.
mortgages from its own portfolio. The purpose of these auctions has been to
provide a supply of mortgages to encourage the development of a secondary
mortgage market in Canada and to assist in financing its own direct lending..
A by-product of the auctlons has been a. reductlon by CMHC in its requlrements
The gradual development of a secondary market is indicated by the fact that
whereas at the end of 1955 only 0.8 per cent of N.ILA. approved mortgages were
held by other than approved lenders, at the end of 1964 the proportion was 9.5 per
cent. This compares with a figure of 8.5 per cent at the end of 1963.

“The followmg tabulatlon outhnes the results of the four auctions that were
held in 1964: '

Average Prices Average

Allotted Paid at Yields to Yield on
: ’ Auctions Maturity NHA | Govt.

Date - : : — - - Rate ' |Long-term
. . 6% | 6?—6%% 6% | 61-6:% 6% . | 63-61% . Bonds
(Millions of dollars) L
Feb.25....u...... 17.250 | 7.750 97.69 102.64 6.36 6.39 ) 6% | 5.20
May 20........ .. 14,750 10.250 97.85 - 100.97* | - 6.33 6.37 -6t 5.26
Sept. 23........... 16.500 | 8.500 | 99.24 | 101.00 612 | 636 | 6 |  5.24
Dec.15........ J..| 16.000 9.000 98.24 100.96 6.27 6.37 6% 5.06

*6}% mortgages were offered in this and subséquent auctions.

FEDERAL GOVERNMENT Dest OPERATIONS

In the Budget Speech in March 1964 a budgetary deficit of $455 million
was forecast and total cash- requirements were estimated to be $895 million.
It was stated that “over-all borrowing requirements in the coming year will
be about $750 million takmg into account the fact that present cash balances.
are on the hlgh side”. These requirements included the $220 million payment
in connection with the Columbia River Treaty deseribed earlier, and also‘
assumed ‘ag is customary, a neutral position vis-d-vis-the Exchange . Fund. :
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In addition to these cash requirements, the Government ‘had to refund
$1,950 million in market issues maturing during the fiscal: year 1964-65.. This
figure does not-include the regular weekly issues of three and six month treasury
hills. -

- GENERAL PUBLIC HOLDINGS
OF GOVERNMENT OF CANADA SECURITIES

Month-end - Billions of Dollars '_“‘|4
' y
T:\j

12— -2

A ; <

1 ~—-\\’./. , : g
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8

—\A “3‘

' - < - CANADA SAVINGS aonos\[ 7.
5t \f -5

3bdulobotbideidn R N
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1. Excludés securities involved in spacial currency orrangements

}

between the Bonk of Conada and other central banks.

As the year progressed it became apparent that the budgetary deficit would
be lower, mainly as a result of higher Government revenues than had been
originally forecast. However, at the same time non-budgetary cash requirements
increased, partly as a result of the need to finance the requirements of the Ex-
change Fund. The increase of $253 million in holdings of securities by Govern-
ment Accounts constituted a further use of cash. Taking into account these
diverging movements it appears that cash requirements will be about the same
as was originally forecast in last year’s budget: ‘

Table 46 indicates the projected changes in Government securities outstand-
ing for the fiscal year. It is expected that.the balance of the cash requirement will
be financed by a decline in cash balances. Sales of Canada Savings Bonds will
have accounted for considerably more than the net total of new money raised in
the capital markets and there will-have been'a net rundown of $273 million in the
outstanding amount of all marketable bonds and treasury bills.
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"TABLE 46

SUMMARY OF PROJECTED CHANGES IN. GOVERNMENT SECURITIES DIRECT AND
: GUARANTEED OUTSTANDING FOR THE YEAR ENDING MARCH 31, 1965

(Millions of dollars)

Increase Decrease
Treasury Bills—weekly.......... ...................................... 10
~—1yr.due April 24/64........................... P P 100
Canada Savings Bonds.......... e e e e e e 475
Unemployment Insurance Fund.......... ... i, 17
MArKet TSSUES. ¢ vt v vnenenetate et reae et e etenese e s e s e e, 183(M
. 502 283
—283
219

-

(W Bxcludes $3 million of debt which matured in previous years but was redeemed in 1964-65.

Debt management policies have been directed towards supporting monetary
and fiscal policies in influencing the performance of the economy. In the early part
of the current economic expansion the aim of financial policy had been to facilitate

DISTRIBUTION OF
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economic expansion. To this end nearly all new issues offered had been of a short
or medium term in order to provide somewhat greater liquidity in thé economy.
As the economic expansion moved to a firmer base, more attention was paid to
extending the term of the debt, while taking care not to inhibit economic growth.
Table 47 contains details of the marketable Government of Canada bonds issued
during the fiscal year 1964-65. The chief interest in the table lies in the choice of
maturities for the refundings. During the calendar year 1964 three long-term
issues totalling $175 million were offered. The last offering of long bonds was
made in mid-June for delivery on July 1. Since that date, although the market
has been receptive and economic circumstances appropnate, it has been felt
desirable to avoid issuing bonds which mlght at the same time prove attractive to
U.S. investors and provide competition in the domestic market for provinces and
municipalities at the long end of the market. Since July 1, some worthwhile
extension of term has been accomplished by offering two sizeable medium-term
issues. The average term to maturity of Government of Canada marketable secur-
ities de¢lined by one month 'during calendar 1964 to 7 years 9 months. The dechne
during 1963 had been six months.

Certam techniques whlch had been 1ntroduced 1in prev1ous years were con-
tinued in 1964. Where p0551b1e, new issues' consisted: of additions to outstanding
issues. This was done in nine issuesin 1964. The purpose was to-promote broader
and more active trading markets and to provide greater flexibility in futurs debt
management. operations. In the issue.of May 1, 1964 another advance refunding
of the 3}% Bonds due September 1, 1965 was made in the amount of.$250
million.- In a further effort to reduce the amount of this issue in the hands of the
general public, the Bank of Canada has offered to the public newly issued bonds
in exchange for the 329, Bonds due September 1, 1965, and at times new issues
were designed to aid thls operatlon As part of the advance refunding program to
bring the amount of the 329, Bonds outstandlng to a readily manageable size for
refunding purposes upon the maturity of the issue; $175 million of ‘the bonds
held by the Government of Canada in the Secuntles Investment Account were
cancelled on January 29, 1965 followed by a further cancellation of $125 mllhon
on March 25, 1965. ;

Government cash balances were mamtamed in the range of $800-$1,000
million for most of fiscal 1964-65. These balances permitted the Government
greater flexibility in conducting its debt management operations and facﬂltated
monetary policy.



TABLE 47

DETAILS OF NEW ISSUES AND RETIREMENTS OF GOVERNMENT OF CANADA )
DIRECT AND GUARANTEED MARKET BONDS FROM JANUARY 1, 1964 TO MARCH 31, 1965

Date Amount . ) Amount Net Change Price at Yield at Commission
of Maturing Bonds ($ millions New Bonds ($ millions in Amount Term of Issue Issue to declare
Issue par value) - par value) | Outstanding New Bonds (%) (%) (%)
1964 - ] ' _
Feb. 1 31% Feb. 1, 1964 365 3% Feb : 1‘, 1965 65 1 year 99.15 4.38 0.10 -~
33 Feb. 1, 1966 -105 - —15 2 years 98.10 4.50 - 0.15
4% Jan. 15, 1968 130 - 3 yrs. 114 mos. 98.25 4.74 0.25
5 June "1, 1988 50 24 yrs. 4 mos. 96.25 5.27 0.75
May 1 4%, May 1, 1964 360 31 July: I, 1965 200 lyr. 2 mos. 98.90 . 4.47 0.10
4 Dec. 15, 1966 50 +40 2 yrs. 1} mos. 99.65 T 4,64 0.15
5 July 1, 1969 75 5 yrs. 2 mos, 99.75 5.05 0.25.
51 May~* 1, 1990 75 - 26 years 98.63 5.35 0.75
33% Sept. 1, 1965 250 5 July . 1, 1969 250 0 5yrs. 2 mos. 99.'_75 5.05 —_—
July 1 31% July 1, 1964 175 3% July . 1, 1965 200 ‘ +75 1 year 99.25 4.27 0.10
5% May 1, 1990 50 24 yrs. 10 mos. 99.25 - 5.30 0.75
Oct. 1 31% Oct. 1, 1964 435 3% Dec.” 1, 1_'9‘65 200 lyr. 2mos. 98.85 4.52 0.10
33 Oct. 1, 1967 75 —35 3 years 97.25 4.74 0.15 |
5 Oct.. 1, 1968 125 4 years 100.00 5.00 0.20
Dec. 1 4% Dec. 1,1964 240 34 Dec. 1, 1965 125 1 year 99.20 4.33 . 0.10
5 June 1, 1971 350 6 yrs. 6 mos. 100.00 5.00 0.25
Dec. 15 | 31% Dec. 15, 1964 295 - - +2 o
C.N.R. 5{% .
Dec. 15, 1964 8 -
Jan. 29 | 339% Sept. 1, 1965 175 = ‘ ! ~175 .
Feb. 1 31% Feb. 1, 1965 415 33 Mz;y 1, 1966 | 175 +35 1yr. 3 mos. 99.20 4.16 0.10
5 Oct. 1, 1973 ) 275 8 yrs. 8 mos. 100.00 5.00 0.25 -
Mar. 25 | 339 Sept. 1, 1965 125 - ' —125
2,408 © =183

Totals (fiscal year 1964-65)

2,225

02I:
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PART 11
REVIEW OF GOVERNMENT ACCOUNTS
 1964-65

. INTRODUCTION

: This Part. of the Budget Papers presents in summary form a review of the
accounts of the Government of Canada for the fiscal year 1964-65. The fiscal
year of the government ends on March 31, but under the provisions of :section 35
of the Financial Administration Act, for thirty days after-the end of each fiscal
year, payments for the discharge of -debts properly . applicable to the old year
may be made and charged to that year. Consequently the books must remain
open for some time after the fiscal year-end to take into account these payments
and to record various adjusting entries. The figures used in this report 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 1n the followmg pages. ;

HIGHLIGHTS OF THE GOVERNMENT'S FINANCIAL
OPERATIONS DURING 1964-65 -

This section outlines the financial operations of the government giving
a brief summary of the budgetary and non-budgetary transactions, the unmatured
debt transactions and the changes in the cash position and the debt position
during 1964-65. More detailed explanatlons of these transactlons are glven
in subsequent, sections, of-this Part.~ ; - o

"The followmg ‘table summarizes the budgetary and non- budgetary trans-
actions for 1964-65 with comparative figures for 1963-64 and ‘indicates how
these transactions affect the government’s cash balances:

123
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TABLE 1

(in millions of dollars)

Fiscal year ended March 31

SUMMARY OF BUDGETARY AND NON-BUDGETARY TRANSACTIONS

aND CHANGEsS IN CasH PosrrioNn 1964
ot i (estimated)
Budgetary transactions— - - .. . . R ST .
Revenue—
1 e 6,338 5,533
Non-tax....ovvveiiireiiiiiinanesisreneenns L 798 720
7,186 6,253
Expenditure— _
Defence..........vviiiniiiiiirennnnns PN 1,581 1,723
Non-defence.................... P A S S 5,638 5,149
: 7,219 6,872
Deﬁclt( )T S N P © =837 T —619
Non-budgetal‘y transactlons (exeludmg unmatured debt trans-| o '

- actions)— T A
Receipts, and - credits— .- . - S T
Repayments of advances to exchange fund. e o 135
Repayment of temporary loans to old age security fund.. 64 L
Repayment of other loans, investments and advances.. 50 , 262
Net annuity, msurance and pensxon account receipts...... .. <553 . 384
Other. ..ol e e e e e S - 188 0 198

o : s S R S ). 885 - ¢ v 1979 ¢ i
Dlsbursements and charges— R . . v
' ‘Témporary lodins to old age'security fund ......... e Lot R - 58 N
Decrease in non-interest-bearing notes payable on demand 219 .. 170 .
Other loans, investments and advances 706 319
Advances to exchange fund............... 20
Other. . ooii i et P 255 95
1,200 642
Net amount available from or required for (—) non-budgetary
ArANSACtIONS. .. it i i e -~345 337
Overall cash requirements to be financed by lncrease in unma- e
tured debt or decrease in cash'balances. . ... L L =428 —282
Net increase in unmatured debt outstandlng ln the hands of the
PUbBic. ... . e e e e, K 207 734

Net' Increase pr.decrease_ (=) In Reeelver.,General bank balances....

. —151

Budgetary transactions

The budgetary revenue, eipendlture and -deficit ‘as. forecast in the: budget
speech of March 16, 1964 and the figures as. now estlmated for the ﬁscal year

1964-65 are shown in the, followmg table:

e TABLEY

(in millions of dollars)

Budget Increase or decrease (—)
BuDGETARY TRANSACTIONS FOR forecast Actual compa;g%;;nth M‘:"’h 16,
FiscaL YEar 1064-65 March 16, | (estimated) orecas
1964 Amount Per cent
Revenue........coovvvverinneninenennnennens 6,700.0 7,136.0 436.0 8.5
Expenditire. .....ovviviniiiiiiieieineneneens 7,155.0 7,219.0 64.0 0.9
Deficit.eie i iiiirrereirrnrienenanenns 455.0 83.0 —372.0
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Revenue R

Budgetary revenue of the government in the ﬁscal 'year 1964—65 1s estlmated
at $7 136:miillion. -This is $436 million or 63 per cent more than the March
16, 1064 ‘budget forecast-and $883 million or ‘14- per’.cent moré than the total
of $6 253 million collected in 1963-64. & iee

Tax revenue accounts for $805 million and non-tax revenue for $78 million
of the increase,over 1963 64 recelpts :

The yield from: personal 1ncome tax corporatlon income tax- and the tax
on d1v1dends interest; ete., going abroad is $513 million more than collections
in 1963-64. The increase is due to the higher level of personal incomes during
the year, higher corporate proﬁts ‘the acceleration. during the. fiscal year of the
payment period for corporatlon income taxes and to higher" dividends paid to
non- re51dents in. 1964 . o

Recelpts from the sales tax are $247 million more ‘in" 1964-65 due in
part to the imposition, effective June 14, 1963, of a 4 per cent sales tax on building
materials and production -machinery and equlpment (increased to 8 per cent
effective April 1, 1964). - Receipts from customs import duties are $36 million
more due to the greater volume and value of imports during 1964-65.

Ezpenditure R O AR R

Budgetary expenditure of ‘thé "governmert in 1964-65 is estlmated at
$7,219 million, $64 million or almost one per cent higher than forecast and $347
million or 5 per cent hlgher than expenditures in 1963-64. :

Defence expenditure at $1,581 million is 22 per cent of ‘total budgetary

expenditure, compared with $1,723 million or 25 per cent in 1963-64 and is
again the largest category.

Civil or non-defence expenditure at $5,638 million compares with $5,149
million in 1963-64, an inctease of $489:million. The main changes are in-
creases of $95 mllhon in fiseal, subsidy and other payments: to provinces, $55
million in public debt charges, $38 million .in contributions -to the’ provinces
under the Hospital Insurance and Diagnostic Services Act, $25 million in pay-
ments by the external aid office for economic, technical, educatlon and other
assistance, $35 million in contributions to provinces under terms of the Trans-
Canada nghway Act and- $14 million under the winter house building program
and a decrease of $65 million in the net operating loss of the agricultural stabili-
zation board.- The increase also includes a payment of $27 million to The St.
Lawrence Seaway Authority in respect of the accumulated Welland Canal deficit
incurred by the authority for the calendar years 1959 to 1964-inclusive and $27.
million in youth allowances effective from September 1964.

Deﬁczt

Exbendlture of $7,219 million exceeds revenue of $7,136 million resulting
in a deficit of $83 m11110n compared with a deficit of $455 million . as forecast
on March 16, 1964 and the- deﬁclt of $619 million in 1963-64. : :

Non-budgetary transactlons (excludlng unmatured debt transactlons)

. Non-budgetary transactions  are those which increase or. decrease the
government’s asset. and liability accounts and do not enter- mto the calculation
of the annual budgetary surplus or deficit. . :
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In 1964-65 estimated net disbursements and charges of $1,200 million
exceed net receipts and .credits of $855 million resulting in a net requirement of
$345 million. In 1963-64 net receipts and credits totalled $979 million, net
disbursements and charges totalled $642 million, resulting in net receipts of
$337 million. e o :

Old age security fund .

Receipts by the fund during 1964-65 are eéstimated at $953 million and exceed
estimated payments of $889 million from the fund by $64 million. In 1963-64
payments were $808 million and receipts were $750 million.

The excess of $64 million of receipts over payments reduced outstanding
temporary loans by the Minister of Finance to $36 million at March 31, 1965.

The transactions in the account during 1964-65 compared with those for
1963-64 are as follows: -

Fiscal year ended March 31
19

(estimated) 1964

(in millions of dollars)

Tax receiPts. ittt iairee e, 953 750 .
Pension payments........cooyiiiiiiiiiiiiiiiiiiiiiaen., 889 808
Excessof receiptsover paymentsor payments over receipts(—) 64 —58
Temporary loans by the Minister of Finance carried forward. —100 —42

Temporary loans by the Minister of Finance outstanding at
fiscal year-end...........ooviiiiiiii e 36 100

Unmatured debt transactions

Unmatured debt transactions in 1964—65 reflect an increase of $277 million
in unmatured debt outstanding in the hands of the public compared with an
increase of $734 million in 1963-64. ' '

Cash position

Receiver General bank balances were $678 million at March 31, 1965, a
decrease of $151 million from the March 31, 1964 total. The decrease in cash
balances is the result of the non-budgetary requirements of $345 million plus
the budgetary deficit of $83 million partly offset by the increase of $277 million
in unmatured debt outstanding in the hands of the public. :

Debt position

As a result of these budgetary and non-budgetary transactions the gross
public debt increased by $724 million to $26,648 million, net recorded
assets by $245 million to $11,099 million and net debt by $479 million to $15,549
million at March 31, 1965. The increase in net debt reflects the budgetary
deficit of $83 million plus an adjustment of $396 million in respect of prior years
transactions. The adjustment of $396 million covers the write-off to net debt,
upon parliamentary approval, of the unamortized portion of the actuarial
deficiency in the public service superannuation account of $277 million and
$119 million in respect of an actuarial evaluation of the account as at December
31, 1962 as calculated by the Department of Insurance.
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BUDGETARY REVENUE AND EXPENDITURE

° Fiscal Years Ended March 31

Billions of Dollars
BUDGETARY DEFICIT

Millions of Dollars .
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THE BUDGETARY ACCOUNTS

1964

1965*

Estimated total revenue at $7,136 million for 1964-65 is $883 million more
than the total in the previous year. Estimated total expenditure of $7,219
million is $347 million more than the total for 1963—64. The estimated deficit
is $83 million compared with $619 million in the previous year.

TABLE 3

BuUDpGETARY REVENUE, EXPENDITURE AND DEFICIT
(in millions of dollars)

Fiscal year ended March 31

Budgetary
revenue

Budgetary
expenditure

Surplus or
deficit (=)

4,400.0
5,106.5
5,048.8
4,754.7
5,289.8
5,617.7
5,729.6
5,878.7
6,253.2
7,136.0

4,433.1
4,849.0
5,087.4
5,364.0
5,702.9
5,058.1
6,520.6
6,570.3
6,872.4
7,219.0

—33.1
257.5
—38.6
—609.3
—413.1
—340.4
—791.0
—691.6
—619.2. .
—83.0
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REVENUE

Budgetary revenue in 1964-65 is $7,136 million; $883 million or 14 per cent
over the total of $6,253 million received in 1963-64. Tax revenue is $6,338
million accounting for:.89 per cent of the total revenue for'the fiscal year and
non-tax revenue at $798 million accounting for 11 per cent. . o
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The more important items are increases of $243 million in personé,l income
tax collections, $251 million in corporatlon 1ncome tax collectlons and $247
mllhon in sales tax recelpts ‘ : :

TABLE 4 - ) B '
" BUDGETARY REVENUE BY Masor Sources

'
1}

(in millions'of dollars)

S . ) Fiscal year ended March 31

_ Increase
Seuncn S ) ‘ (estilgfasted) ' 1964 ’ ) » &ee;e:;e (=)
Amount | Per cent | Amount | Per cent | Amount’ | Per cent
‘Ta’x revenue— ) o .
Income talx—
Personal®. ... Ve “eee| 2,208.0 20.5.1,865.1 | 20.8 242.9 13.0
Corporatlon(‘). . .‘ ....... ' ........... i, 510.0 21.2- 1,259.0 ) 26. 1 251.0 _‘ : l§9
On dividends, interest, ete.,. gomg . : ’ - ) '
BDTOA. e vraevsrrenanserensd . 144.0 2.0 124.5 2.0 19.5 15.7
Excise taxes— ~ . . N . A . ‘ FEE
Salesw®. ... ' 1,193.0 | © 16.7 [* 946.1 15.1 246.9 |- '26.1
Other...e.vernnnn OTUT e 270.0 | 3.8 %14 a4| 34l —12
" Customs import duties.......... L] rero 8.6 sS4l 9.3, 36| .61
Excise duties. ... .........:......... ©406.0 57| '303.3| 63| 127 132
Estate tax................. e 80T 13, e0.6| 15| —08| - ZLo
_Other taxes............... Ll ‘ 0.3 % 0.1 02 200.0
' B 6,998.0 |  83.8| 5,63.5 88.51 ‘85| " 145
.Noh:ta.x..revenue—'_ . ; . B
 Return on investments.....:.......... L a0| 58|  366.4 5.9 416 130
Post, oﬁice—net postal revenue ........ 234.0 3.3 200.7 3.2 _33.3' B 16.6
Other non-tax revente.: ... .......... 150.0| 21| . 152.6 24| —26| —L7
S 798.0 12| 7197 11.5 88| 10.9
Total budgetary revente.......| 7,136.0 100.0 | 6,253.2 100.0 | 882.8 | 14.1
1964—65) 1963-64

e . c " (estimated

(1)Excludiﬁg tax credited to the old age security ful'ld—-

Personal income tax...... 302.6.
. Corporation income tax....... e . . 115.7
Sales taXe.eeueiiiisienereisiniiiiiiiens (PP PT erereenaene .. 378.0 3318

953.0 1750.1

'

@) Net after deduction of refunds and drawbacks.
96408—9
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TAX REVENUE -
Federal-provincial fiscal arrangements - o

Under fiscal arrangements, that commenced in 1962, the federal government
withdrew in part from the field of direct taxation and left the vacated area to the
provinces. The federal government offered to collect provincial income taxes
without charge, provided that the provincial personal income tax was expressed
as a percentage of the federal personal income tax otherwise payable and the
provincial corporation income tax applied to taxable income calculated in the
same way as for federal income tax purposes. To allow for the imposition of the
provincial income taxes, the Income Tax Act was amended to abate the federal
income tax otherwise payable by individuals in all provinces by 16 per cent in
1962, 17 per cent in 1963 and by 18 per cent in 1964. This tax is to be abated
by 21 and 24 per cent in 1965 and 1966 respectively in all provinces other than
Quebec and it is proposed to abate the federal tax in Quebec by 44 per cent in
1965 and by 47 per cent in 1966. The federal corporation income tax rates are
abated by 9 percentage points for taxable income earned in a province other
than Quebec and by 10 percentage points for taxable income earned in Quebec.
The federal government has entered into tax-collection agreements under which
it collects the provineial personal income taxes for all provinces except Quebec
and the provincial corporation income taxes for all provinces except Ontario and
Quebec, With the exception of Saskatchewan and Manitoba, the provinces
which have entered into tax-collection agreements have imposed personal and
corporation income taxes equivalent to the federal withdrawal. ' The Provinces
of Manitoba and Saskatchewan have each imposed their personal income tax at
a rate exceeding the federal abatement by 6 percentage points and their corpora-
tion income tax at the rate of 10 instead of 9 per cent of the taxable income of
corporations in 1962, 1963 and 1964.

Under these collection agreements, payments are made monthly to the prov-
inces based on an estimate of the provinces’ tax revenue. When the actual
amounts of assessed returns are established, usually in the month of December
following the end of the fiscal year, adjustments are made with the provinces.

Under the 1962-67 fiscal arrangements, the federal government agreed to
abate its estate tax by 50 per cent in the fiscal years 1962-63 and 1963-64, and by
75 per cent in the fiscal years 1964-65, 1965-66 and 1966-67 in any province that
imposed its own succession duties. To a province that did not wish to re-enter
the succession duty field the federal government agreed to pay 50 per cent of the
federal estate tax revenue in 1962-63 and 1963-64 and 75 per cent in 1964-65,
1965-66 and 1966-67. During 1962-63, Quebec and Ontario collected their own
suceession duties while the other provinces received a payment in lieu of imposing
duties. Starting in 1963-64, British Columbia imposed its own succession duties.
When the abatement was raised to 75 per cent in 1964-65, British Columbia
increased its rates accordingly but Quebec and Ontario accepted in lieu of the
extra abatement a payment equivalent to 25 per cent of the federal estate tax in
those provinces.

Tax on personal income

In 1964-65 the largest source of government revenue is again the personal
income tax. The yield (excluding the old age security tax) is $2,108 million or
30 per cent of all budgetary revenue. The increase of $243 million or 13 per cent
over 1963-64 collections.is due principally to-the higher level of personal incomes
during the year. In addition- to the: federal revenue, $362 million was allocated
to the provincial tax collection -agreements -account under the terms of the
Federal-Provincial Fiscal Arrangements Act. In 1963-64 federal revenue from
this source was $1,865 million and $287 million was allocated to the provincial
tax collection agreements account. . :
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The tax on personal incomes levied under the Old Age Security Act and
credited to the old age security fund is $432 million compared with $303 million
in 1963-64. . : - .. -~ ' : Ce

Corporation income tax ,

The corporation income tax 'is the second largest source of government
revenue. The yield (excluding the old age security tax) is $1,510 million or 21 per
cent of budgetary revenue. The increase of $251 million or 20 per cent over
1963-64 collections is due mainly to higher corporate profits for the calendar
year 1963 upon which corporation income tax collections in 1964-65 are largely
based and to the effect during the fiscal year of legislation passed in 1963 which
moved forward the payment period for corporation income taxes. In addition to
the federal revenue, $124 million was allocated to the provincial tax collection
agreements account under the terms of the Federal-Provincial Fiscal Agreements
Act. In 1963—64 federal revenue from this source was $1,259 million and $97
million was allocated to the provincial tax collection agreements account.

The tax on incomes of corporations levied under the Old Age Security Act
and credited to the old age security fund is $143 million compared with $116
million in 1963-64.. 4

Taxes on dividends, interest, etc., going abroad A
~Revenue in this category is derived from taxes withheld on payments of
dividends, interest, rents, royalties, alimony and income from estates and trusts
paid to non-residents. Collections for 1964-65 are' $144 million, an increase of
$20 million or 16 per cent over the 1963-64 total. The increase reflects higher
dividends paid to non-residents in 1964. L

o> .

Excise taxes :

Revenue under this heading includes collections from the general sales tax
and other excise taxes.

From a revenue standpoint the general sales tax is the most important tax
levied under the Excise Tax Act. Receipts therefrom (excluding the old age
security tax) are $1,193 million or about 26 per cent higher than in the previous
fiscal year. The increase reflects the imposition, effective June 14, 1963, of a
4 per cent sales tax on building materials and production machinery and equip-
ment and the subsequent increase in the rate of the tax to 8 per cent effective
April 1, 1964. '

The tax on sales levied under the Old Age Security Act and credited to the
old age security fund is $378 million and includes the 3 per cent tax on building
materials and production machinery and equipment effective January 1, 1965.

The yield from excise taxes levied under the Excise Tax Act, other than the
general sales tax, at $270 million is $3 million less than in 1963-64.

Customs import duties .

Receipts from this source are $617 million compared with $581 million in
1963-64. The increase of $36 million or 6 per cent reflects the greater volume and
value of imports during 1964-65.

Excise duties : :

Excise duties are levied on alcoholic beverages, other than wines, and tobacco
products. (Additional taxes on tobacco products are levied under the Excise
Tax Act.) Net receipts in 1964-65 are $406 million compared with $393 million
in 1963-64.

Gross receipts of $241 million from duties on alcoholic beverages ($135
million in respect of spirits and $106 million in respect of beer) and $171 million
from duties on tobacco products have been reduced by.refunds and drawbacks
of $6 million. Comparable figures in 1963-64 were $232 million, $166 million
and $5 million. o ‘ '

96408—9%
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PERSONAL INCOME TAX
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IPAL SOURCES OF TAX REVENUE - =~

Fiscal Years Ended March 31
Millions of Dollars
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Estate tax

Revenue in this category is derived under the Estate Tax Act. Net receipts
of $90 million are $1 million less than in 1963-64. The increase in revenue
size of estates was more than offset by the effect of
British Columbia into this field in 1963 and the
increased abatement allowed to estates in that province-in 1964-65.

attributable to growth in the
the entry of the Province of

Other taxes

with $100-thousand in 1963-64. ° :

¥

Non-tax revenue'is $798 million

~over the 1963-64 total.

Revenue under this heading during the fi

.

NON-TAX REVENUE

TABLE 5
(in millions of dollars)

scal year is $300 thousand compared

, an increase of $78 million or 11 per cent

Fiscal year ended Increase or
L L March 31 decrease (—)
Non-Tax REVENUE prom - - -

(estimated) 1964 Amount » Per cent
Return on investments........ R 414.0 366.4 47.6 ©13.0
Post office—riet postal revenue..........oooooeneest 234.0 200.7 33.3 16.6
Refunds, of previous years’ expenditure.............. 21.0 26.9 —5.9 —21.9
Services and service fees.......oovereiiiiiiiiiian 53.0 51.3 1.7 3.3
Proceeds from 8aleS.......coveiiieiirairereiniinons 24.0 28.5 —4.5 —15.8
Privileges, licences and permits..... . 30.0 27.2 2.8 10.3
Bullion and coinage.... .. SN 12.0 9.7 2.3 23.7
Premium, discount and exchange 0.2 0.2 ' o
Other.........covvves eveesarasenrenas e 9.8 8.8- 1.0 11.4
oo 798.0 719.7 78.3 10.9
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Return on investments -
- These receipts, in-an amount of 3414 million, consist of income derived from :
loans and advances made by the government 'and from investments by the
government in productive or earning assets. In 1963-64 recelpts were $366
million. : o

) "TABLE'G .
(in- millions of dollars)
Fiscal year ended )
: . March 31 . Increase
RETURN -ON INVESTMENTS - or .
1964 decrease (—)
(estimated) o
Loans to, and investments in, Crown corporations— . e )
Bank of Canada—profits. ..................... e .. 128.0 116.4 11.6
Canadian National Railways........................... 12.7 13.0 —-0.3
Canadian Overseas Telecommunication Corporatlon. Ce. 2.9 2.6 0.3
Ceéntral Mortgage and Housing Corporatlon..'.' PO TR N 90.5 85.5 . |, 5.0
Eldorado Mining and Refining Limited.i. 1.5 2.0 —-0.5
Export Credits Insurance Corporation. . ....... 2.1 1.1 1.0
Farm Credit Corporation............... 14.0 10.9 3.1
National Capital Commission 2.6 2.3 0.3
National Harbours Board 3.6 3.4 0.2
Northern Canada Power Commlssxon ..... 2.5 1.6 0.9
" Northérn Ontario Pipe Line Crown Corpor: 07 1.6 —0.9
Polymer Corporation Limited 3.8 3.5 0.3
The St. Lawrence Seaway Authorxty 42.8 2.6 40.2
Mlscellaneous. S AR il 0.9. 0.5 . 0.4
' . - 308.6 247.0 61.6
Other loans and investments—-. AU S e e . . cols
. United Kingdom. . ..... .ot iiineeaaannnns. 1.2 21.1 . —19.9
Other national governments O 5.9 ©5.1 0.8
- Provincial governments. . . .. A A 0.7 1.3 = -0.6
" Soldier and general land settlement loans and veterans o )
land act adVANCES. .. ... evn it e © 7.2 7.4 -0.2 -
- Exchange fund account. ... .........: LR ’ 62.0 © 62.6 —0:6
Securities investment account 3.5 1.4 . 2.1
Sinking fund and other investments held for retlrement : ’ )
ofunmatured debt. ..... ... ...l L7 0.3 1.4
Interest-bearing deposits with chartered banks ..... e 17.8 - 13.7 4.1
Profit on bond exchange............................ i 0.9 L 2.7 - -1.8
- Unemployment Insurance Commission. . .. e 0.2 0.2
Miscellaneous. ........coviniiiiii i e 4.3 - 3.6 0.7 .
. - 1064 - 1i9.4 —14.0
) 414.0 366.4: 47.6 -

Recexpts from Crown corporatlons at 3309 million are $62 million more than
in the previous year. The main changes are increases of $12 million in the
Bank of Canada profits paid to the government and $40 million in payments by
The St. Lawrence Seaway Authority in respect of deferred interest.

The yield from other loans and investments of $105 ‘million compares with
$119 million in 1963-64. The decrease of $14 million is more than accounted
for.by a reduction of $20 million in interest received on the loan to the United
Kingdom caused by the deferment of the 1nterest payment due December 3r
1964, CT R
Post office revenue .

Gross post office. receipts are $268 mllhon but authomzed disbursements
from revenue for salaries and rent allowances, other allowances and commissions
at semi-staff. and revenue offices, commissions at sub-offices, transit charges on
Canadian mail forwarded through and delivered in foreign countries, ete., in
the amount. of :$34 million, brings net revenue to. $234 million. In the previous
fiscal year gross revenue was $236 million, authorized disbursements were $35
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million and net revenue was $201 million. The increase of $33 million in net post
office recelpts is due’ mamly to increases in several postal rates and in the Volume
of maxl .

TABLE'7 **
(in millions of dollars)
Fiscal year ended
: . March 31 - Increase .
Post Orrice REVENUE or
: T 196 1964 decrease (—)
(estimated)

Postage— - o
In Canada...... e e ieaie s 249.7 219.3 30.4
‘From foreign countries. ........coceviiieeriiieeenns T, 4.5 4.4 - 0.1
Tommission on money orders. . 9.3 8.4 0.9
Rental of post office boxes .............. . .. 2.2 2.1 0.1
Other.ivo.oi i iiiiiiiiiiinens, e eereetaree s 1.8 1.6 0.2
) . 267.6 285.8 81.7
Less— : s i
Salaries and allowances at semi-staff and revenue offices. —28.8 -30.0 1.2
Transit charges on foreign correspondence ............... —1.3 - —1.8 0.5
Other............. P eeeeaaeas -3.4 - —3.3 ~0.1
, . . —83.5 —85.1 1.6
234.0 200.7 33.3

A’s costs of operating the Post Office Department during 1964-65 (excluding
the $34 million charged to revenue) amount to $211 million, net revenue exceeds
costs by $23 million. However, in making this comparison, it should 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 for operating expenses reflect any charges for premises occupied
by the Post Office Department or. for certain accountmg and miscellaneous
services provided by other departments.

Refunds of previous years’ expenditure
Refunds in 1964-65 of expenditures made.in prior years are $21 mllhon,
a decrease of $6-million from the comparable total for 1963—-64.

_..The Department_of National Defence received $12 million due mainly to
refunds of $3 million on defence contracts and a refund of $5 million from Canad- -
air Limited of federal sales tax paid by the department, and the Department of
Veterans Affairs received $2 million in refundq of veter. ans’ pensmns allowances
and re- estabhshment credits.

Serv1ces and service fees

Revenue at $53 million during 1964—60 is $2 mllllon more than the previous
fiscal year. -

The Department of Transport recelved $20 million, 1ncludmg aircraft land-
ing fees of $11 million, marine steamers earnings of $4 mxlhon harbour dues and
wharfage of $2 million and air-ground radio service fees of $2- rmlllon the Royal
Canadian Mounted Police received $15 million for police services mainly to
provinces and municipalities; the Department of Agriculture received $8 million,
of which $5 million was for services in connection with the inspection, weighing,
storage and elevation -of grain and $1 million for race track supervision; the
Department of National Health and Welfare -received $5 million, due mainly to
a reimbursement-of $3 million by the provinces for treatment of Indians in federal
government -hospitals; and the Department of Trade and Commerce received
$2 ‘million mdmly from welghts and measures and electrlclty and gas 1nspect10n
fees. = -
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Proceeds from sales -

Receipts of $24 million from this source are $5 million less than the total for
1963-64.

The Department of Defence Production received $9 million mainly from
the sale of surplus Crown assets and Central Mortgage and Housing Corporation
received $5 million from the sale-of proper‘mes

annleges, licences and permits

- Revenue from-this category totals $30 million for 1964~65, $3 mllhon more
than receipts of $27 million in 1963-64. ‘

The Department of Transport received $13 million mainly for rentals,
concessions and radio licence fees; the Department of Northern Affairs and
National Resources received $4 mllhon of which $1 million was in respect of
oil and gas and $1 million for transient motor vehicle licences; the Department of
Justice received $3 million for copyright, patent and trademark fees; and the
Department of Public Works received $2 million for rental of public bulldmgs
and sites. .

Bullion and coinage

~ Revenue of -$12 million derlved from the operatlons of the Royal Canadlan '
Mint consists mainly of a net gain on coinage. Small amounts are also obtained
from gold refining charges, handling charges-and gain on gold refining. In 1963-64
revenue from this source was $10 million. )

Other non-tax revenue :
" Other non-tax revenue in the amount of $10 million for. 1964-65.is $1
million more than in 1963~ 64 R o
o , EXPENDITURE . . S
* Budgetary expendlture is estimated at $7,219 million for 1964-65, $347
million or 5 per cent higher than in 1963-64.. : P

BUQDGETARY 'EXPENDIT.UR.E, CLASSIFIED BY FUNCTION
" Fiscal Years Ended March 31 .
Billions of Dollars

’ . ) i . Co2es ALL OTHER EXPENDITURE Ce
/ , 5% VETERANS AFFAIRS .
6 <X R o —16
N 7 P B 0% RESOURCES AND‘DEVELO_PMENY
3, PAYMENTS TO PROVINCIAL ’
_____ 5%, AND MUNICIPAL GOVERNMENTS!
KX OSRKRK K> Co : ]
’0‘ & TRANsPORTATION R
’0 "’ AND COMMUNICATIONS
RS
\\m% PUBLIC DEBT CHARGES o

" HEALTH, WELFARE AND
> SOCIAL SECURITY2

2 Lo A l_ . _2

33% DEFENCE

0 ‘ 0
1961 1962 1963 I964 ) 1965°* 1965* C

1.,Doss not include those made to inciaf and for specified purposes. .

* 2. 'Does not include pen sion paymnu out of |h. old age secur uy lund not charged to budgetary -xpcndnuu in the year in which ’hoy were paid.
# Estimated .
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TABLE 8

STATEMENT 0F BUDGETARY ‘EXPENDITURE BY DEPARTMENTS AND MAJOR CLABSIFICATIONS '

(in millions ofr dollars)

. Fiscal year ended March 31

Increase

Defence expenditure—
National Defence. .
‘Defence Production®. .. .....
Industry(‘)...‘.' .....

Non-defence expenditure—
Agriculture. .................
Atomic Energy
Canadian Broadcasting Corporation..

. Central Mortgage and: Housing . Cor-
“poration.. . s .. el

. Citizenship and Immlgratlon ;

. External Affairs.... . ... ..., ‘ ;‘l :

Finance—
Public debt charges................
Fiscal, subsidy and other payments
. _to provmces .....................
» Government' s contribution to the
public service superannuation

i

Fisheries
Forgstry
Justice..........oooiiat .

Labour..............coiii il i

Unemployment Insurance Act ad-
ministration and government's
contribution......................

Legislation...........................
Mines and Technical Surveys........ .

National Health and Welfare—
* Family allowances.................
Government's contnbutlons under
the Hospital Insurance and
Iﬁmgnostlc Services Act..........
t

. National Research Council, mcludmg
the Medical Research Council. .. ...
National Revenue....................
Northern Affairs and National
Resources...........cooveviivnan.
Post Office...............
Public Works..............
Royal Canadian Mounted Pol
Trade and Commerce
Transport..............c...t.
Veterans Affairs...........

Total budgetary expenditure...

1965 or
(estimated) 1964 ) decrease (—)
Amount { Per cent | Amount | Per cent | Amount | Per cent
21.3 | 1,683.5 24.5 | —144.5 —8.6
0.3 20.6 0.3 1.4 6.8
0.3 19.0 0.3 1.0 5.3
21.9 | 1,723.1 25.1 | Z142.1 —8.2
168.0 2.3| 2287 3.3| -s7.7 —25.8
47.0 0.7 45.9 07| 11 2.4
88.0 1.2 87.6 13| .04 0.5
14.0 0.2|  13.5 0.2" 0.5 3.7
80| 11 1.5 ‘1.0 11.5 116.1
128.0. .. 1.8| . 97.0 14| 30 32,0
1,048.2 14.5| 0037 14.5 54.5 5.5
349.7 | 48| 2543 3.7 95.4 37.5
55.6 0.8| 510 08| 18] 3.0
“120.5 1.7 10404 1.5 161 15.4
| norso| e8| 1,406 205| 167.6. 11.9
2.0 - .0:4| 237 0.3 . 23 9T
50.0 0.7 4.8 06| 82 10.6
o540 . 07| 4L 0.6 13.0 31.7
2 168.0 | - 2.3 - 172.3 2.5| -—4.3 ~2.5
116.0 16| 108.1 1.5 7.9 7.3
2850  sia| 804 4.0 3.6 1.8
14.0 0.2 12.9 0.2 1.1 8.5
77.0 1.1 67.8 1.0|. .02 13.6
se.2| 7.6 s3| 78 7.9, 15
430.0 5.9 302.2 5.7 37.8| 9.6
324.8 45| 2131 4.0 51.4 “18.8
1,%01.0 18.0 | 1,208.9 176 97.1 8.1
57.0 0.8 47.3 0.7 9.7 20.5
87.0 1.2 83.0 1.2 4.0 4.8
85.0 1.2 77.3 1| 77 100
211.0 2.9 | 206.9 3.0 41 2.0
213.0 3.0 1548 2.2 58.2 37.6
75.0 1.0 66.9 1.0 8.1 2.1
72.0 1.0 72.5 1.1 —0.5 —0.7
475.0 6.6 | 423.3 6.2 51.7 12.2
353.0 49| 2337 4.9 19.3 5.8
- 102.0 1.4 645 0.9 37.5 58.1
5.638.0 78.1 | 5,149.3 74.9 488.7 9.5
7.210.0 | 100.0| 6,872.4 | 10000 | 3466 5.0

® Does not include non-defence’ expendlture Whlch is included in “‘All Other Departments"
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PRINCIPAI. CLASSES OF BUDGETARY EXPENDITURE
Fiscal Years Ended March 31

R — DEFENCE .. _ f_M'!"?"‘ °f_D°"°" _ PUBLIC DEBT CHARGES - JR—
1000 (— ~11000
2000} ‘ © o —2000 ]
i kd
1000 1000
’ 2000 10 — 2000
0 0
1000 1000
1000 vmg'ANs AFFAIRS .1000 0 K . 0
. PAYMENTS TO PROVINClAl AND MUNICIPAL
e GOVERNMENTS 2 —_—
0 2R ? 0 K
1961 82 63 64 65° IQGI . 82 ,63 64 . es5*

1. The unshaded areas of the ulw-m in the chort for quhh welfars’ and social security repratent pension payments uul o' old ag. murhy fund not charged to budgetary
.- axpenditure in the year in. which they were paid. : -

1 Does not include those puvm-nn made le provincial and municipal governments for apecific purposes.

L :mmnd

! DEFENCE EXPENDITURE

, Expendrturee of the Department of National Deferice’ and defence expend-
itures of the Departmient of Defence Production and the Department of Industry
are again -the largest category of government.-expenditure.- The total of $1,581
million for 196465 is 22 _per cent of the aggregate budgetary expenditure of the
government for the year and is $142 million less than the total of $1 723 mllhon
for.1963-64, when 1t iwas 25. per .cent of: total expendlture ST

National Defence
. Expenditures. of the Department of National Defence-are $1,539 million
_compared with $1,684 million in 1963-64. o ;
: Expendrtures for air ‘services are $655 mllhon compared with ' $701 mllhon
in'the previous fiscal _year, for army services $434 million compared with. -$453
million, for naval services $273 million compared with $298 million and for inspec-
tion services $7 million, approximately the same as in the previous year. .- .-
The government’s contribution to the Canadian forces superannuatlon
account, of an amount equal to, 1% times the contrlbutlonﬁ of permanent services
personnel is'$59 ‘million, $1 mllhon less than that in‘thé previous'year. A further
amount of $15 mllhon equal to one fifth of the actuarial deficiency of $75 million
arising out of pay increases, will be charged to budgetary ewpendrture in 1964—65
upon parliamentary approval
The expenditure of $15 million is due to a special contribution of $75 million
credited to the Canadian forces superannuation account and charged to “deferred
charges—unamortized portions of actuarial deficiencies” to provxde for'additional
liahilities due to an- actuarial evaluation arising'out of pay increases. Actuarial
deficiencies arising out of pay increases authorized in 1964-65 and subsequent
years are to be amortized over a five year period, commencing, in the year in
which. the i increase is authorized...
. .. Defence research and, development costs at $57 mllhon compare w1th $46
-mllhon in;1963-64.. ... . P T S CIR P -

96408—10
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TABLE 9 T
< (in millions of dollars)
Fiscal year ended i
L B March 31 Increase
DereNCE EXPENDITURE or .
. : 1965 1964 decrease (—)
(estunated)
Department of National Defence— )
Naval servlces ......................................... 273.0 298.0 —25.0
Army 8ervices. .........eeeiian.. .434.0 452.7 —18.7
Airservices.............o.iihal . 655.0 700.8 —45.8
Inspection services 7.0 7.3 -0.3
: 1,868.0. - 1,458.8 —89.8
Canadian forces superannuation account— o :
Government’s contribution......................... 59.0 59.7 -0.7
Amortization of deferred charges................... 15.0 15.0
Special government contribution.................... 76.5 —76.5
Defence research and development..................... 57.0 46.1 10.9
Mutual aid to NATO countries mcludmg contributions
towards military costs of NATO................... 27.0 .. 28.9 -1.9
Administration and general ............. R 12,0 13.5 _1',5
1,539.0 1,683.5 —144.5
Department of Defence Production®®— B ' ’ L
Canadian Arsenals Limited. . ....................... ... 4.6 4.5 0.1
Defence Construction (1951) Limited................... 2.4 2.5 —0.1
Production ¢apacity and capital assistance.............. 1.0 1.2 -0.2
Administration and general........... ..o ciiiiiiien., 14.0 12.4 1.6
22.0 20.6 1.4
Department of IndustryM— o N P
Techno}ogica] capability.......oooiiii i, .. 20,0 19.0 - 1.0
1,581.0 o 14,7231 - —142:1

(See also under **All Other Departments" at the end of this section. _

Mutual aid to NATO countries 1ncludmg contnbutlons towards mlhtary
costs of NATO at $27 million is $2 million less than in 1963—-64. -

Defence Production:

Defence expenditures of the Department of Defence Production including
those for Canadian Arsenals Limited and Defence Construction (1951) lelted
total $22 million compared with $21 million i in 1963-64.

Industry

Defence expendltures of the Department of Industry are $20 mdhon, an
increase of $1 million over the previous year. The increase is due to higher out-
lays in connection with the government program instituted in 1959-60 of sup-
porting selected defence development programs in order to sustain technologlcal
capability in Canada’s industry.

Cash outlays for defénce

In addition to these budgetary expendxtures for defence, there are o’cher cash
outlays which must be considered in amvmg at the cost - of Canada s defence
program. . . .

Section 11 of the Natlonal Defence Act provides that materlel not im-
mediately required for the use of the Canadian defence forces or the ‘Defence
Research Board, may bé sold-to such countries and -upon such terms as the
Governor in Council may determine. The proceeds of such sales are credited to
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a special account to be used for the procurement of materiel. In 1964-65 credits
to, and cash outlays from, the account are each less than.$500 thousand. 'The
balance in the account at March 31, 1965 is $1 million, approximately the same
as at the previous fiscal year-end.

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 charged
to the Department of National Defence or sold to defence contractors for use in
the manufacture of defence equipment. During 1964-65 purchases of $85
million exceeded proceeds from sales of $84 million bringing the balance in
the account at March 31, 1965 to $29 mllhon

TABLE 10
(in millions of dollars)

Fiscal year ended . )
' March 31 . Increase .
CasgE OuTLays rorR DErFENCE — or
' 1965 1964 decrease (—)
. (estimated) |.._ 7% 0 .
Budgetary expenditures— : -
Department of National Defence....................... 1,5639.0 |. - 1,683.5 —144.5
Department of Defence Production®,.................. . 22.0 | 20.6 ’ 1.4
Department of Industry®. . .... P et ’ 20.0 19.0 a 1.0
1,681.0 I 728.1 =148
Disbursements for— : : o
Defence production revolvmg fund (net)................ 1.4 =118 | 12,7
Replacement of materiel account—sec. 11, National :
Defence Act (net)..........cooviiiiiiniiinnnn. 0.1 —0.1"
' . 1.4 —~11.2 -7 18,8
Net cash outlay for defence...........veuviun.. 1,582:4 | 1.711.9‘ —129.5

I 8ee also under **All Other Departments" at the end of this section.

NON-DEFENCE EXPENDITURE
Agriculture

The expendltureQ of the Department of Agriculture amount to $168 million,
a decrease of 308 million from the 1963-64 total of $226 million..

A decrease of $65 million in the operating loss of the agricultural stabilization
board is offset in part by increases of $4 million in land rehabilitation, irrigation
and water storage projects and $3 million in production and marketing costs.

The decrease in the opéerating loss of the agricultural stabilization board.is
due mainly to the fact that the 1963 64 loss included an inventory adjustment of
$51 mllhon

Outlays for productxon and marketing are .$42 million, an increase of
$3 mllllon over the 1963-64 expendltures

" Research expendltures at $29 mllhon compare with $28 million in the
‘previous year. : e '

96408—103
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. Expenditures for land rehabilitation, irrigation and water storage projects
total $28 million, an increase of $4 million over the 1963-64 outlays.

steo

TABLE 11’
(in millions of dollars)
Fiscal year ended 5
March 31 Increase
AGRICULTURE : ' - - q “or -
. ’ 1965 ’ ecrease (—).
(estimated) 1964; )
Agncultura] stablhzatlon board—net operatmg 1088......... 57.0 122.2 " —65:2 ’
‘Production and marketing— . . A
... Animal and animal products 17.3 16.2 1.1 .
" Plant and plant products............... 8.7 . 7.0 1.7
Health of animals.................... ... ..., S 13.3 | 13.2 0.1
Administration and general............ooiiiiiiiaiane, 2.4 2.1 0.3
: 41.7 88.5 3.2
Board of grain commissioners. ...............i..... oo . 6.8 . 6.7 0.1
Land rehabilitation, irrigation and water storage pro;ects. .. 27.5 23.7 3.8
Research...... ...ttt iens 28.9 27.6 1.3
‘Prairie farm emiergency fund—deficit....................... 04 - . | —0.7 -
Agricultural products board—net operating loss............. 0.3 1.0 -0.7
. Farm credit corporation—net operating Ioss ................. 1.5 1.1 0.4
Admmlstratlon and general........... ...l T 3.9 3.8 . 0.1
fo T : 168.0 225.7 —57.7

Atomlc Energy

Budgetary expenditures in respect of- Atomic Energy : of Canada lelted
and the Atomic Energy Control Board are $47 million compared with $46 mil-
lion:in 1963-64.

During the fiscal year 1964—65 Atomic Energy of Canada Limited received
$46 million from the Government of Canada in' respect-of its research program.
Of this amount $35 million is for current operation and maintenance and $11
million for construction or acquisition of buildings, works, land and equipment.
In 1963-64 the ccompany received $45 million of which $31 million was for
currént operation and maintenance and $14 million for constructlon or acquisi-
tion,’

TABLE 12+ " -
(in millions of dollars)
Fiscal year ended
March 31 - Increase
Atomic ENERGY d or )
T K - c 19650 10 qe ecrease (—
. (estimated_) - 1964 oo
iAtomlc Energy of Canada Limited— R A
‘Research program— T ) )
©»+". Current operation and mainténance.......:...... 5. 35.0 - -84 . " 3.6
. Construction or acquisition of buildings, works, land| . . . L .
and equipment..... ... it e ’ 10.5 | + 13.5 -3.0
_ : . . 16.5 4.9 . 0.6
Atomic Energy ‘Control Board— ' B N .
Grants for research NEEE R 1.4 0.9 0.5 . .
Administration. ....... L S e ' 0.1 - ~0.1
1.5 1.0 0.8
} 47.0 . . 45.9 1.1

Atomic Energy of Canada Limited also received $5 million which is charged
to,expenditures of the external aid office of the Department of External Affairs
on behalf of the Government of India for information and design data.on nuclear
power stations.
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Canadian Broadcasting Corporation

Payments of $88 million by the government to the Canadian’ Broadcastmg
Corporation and charged to budgetary expenditure are approx1mately the same
amount as in 1963-64.

Grants for net operatmg requ1rements are $86 million, $8 million more than
in 1963-64. There are no grants.for capital requlrements in 1964—65 compared
with $7 million in 1963-64. .

.. In addition loans of $14 million were . made to the corporatlon for capltal
expenditure. .

TABLE 13

(in millions of dollars)
Fiscal year ended
. ‘ March 31 . Increase
‘CaNADIAN BroapcasTiNgG CORPORATION
: 1965 1964 decrease (— )
(estimated) R
Grants in respect of national broadcasting service— .. N

Net operating requirements. .. 85.9 78.4 T
Capital requirements.......... - 7.3 ,—7.3
) - . 8.9, . 86.7 0.2
International broadcasting service.............ovvviviiennn. 2.1 1.9 0.2
’ 88.0 87.6 D04

Central Mortgage and Housing Corporation

‘The budgetary expendltures of the government in respect of Central
Mortgage and Housing Corporatlon at $14 million are apprommately the same
‘as in 1963-64. o

Loans in the amount of $7 million, originally made to mun1c1paht1es and
municipal sewerage corporations, were forgiven by Central Mortgage and Housing
Corporation pursuant to section 36G of the National Housing Act and will
be written off to budgetary expenditure upon parliamentary approval.

Contributions of $4 million to municipalities to assist .in clearance, re-
planning, rehabilitation and modernization of blighted or sub-standard areas
are approx1mately the same as in 1963-64.

TABLE 14 _
(in millions of dollars)
Fisoal year ended
. March 31 Increase
CeENTRAL MORTGAGE AND HousiNgG CORPORATION - or
1965 1964 decrease (~)
(estimated)
Loans forgiven by the corporation................ el 7.0 5.8 ' 1.2
Contributions to mumcxpahtles to assist in clearance, replan-
MR, Bl e ettty eee e eireeraneeerananssaneeeeennnenss 4.0 3.8 - 0.2
Losses sustained— ) .
Federal-provincial projects.......ocovviiiiiniiennvnnnnn, 1.4 1.4 .
Sale of MOTtZAZES. ... vve i ieieeeerrieiriaeneenrnnns 0.4 1.0 —0.6
. : 1.8 2.4 —0.68
Housing research and community planning............. S 1.2 1.1 0.1
Construction of national defence housmg ......... RET e 0.4 ~0.4
14.0 13.5 0.5




142

Citizenship and Immigration

. Expenditures of the Department. of Citizenship and Immlgratlon (which
includes Indian affairs) in the amount of $83 million are $12. million more than
the 1963-64 total.

Indian affairs expenditures are $65 million, $10 million more than the prev10us
fiscal year due to increases of $5 million in respect of education, $3 million for
welfare, $2 million in administration and general costs and $1 rmlhon for Indian
agencies and a decrease of $1 million for economic development.

Immigration expenditures of $15 million are $1 million higher than in the
previous year.

- TABLE 15
(in millions of dollars)
Fiscal year ended
: March 31 Increase
CITIZENSHIP AND IMMIGRATION ~or
: 1964 --| decrease (—)
(estimated) ¥
Indian affairs—
Education. . ..cuueiiiniiiniiiiiiii it 35.8 - 31.3 4.5
Welfare.........cccovivinn.. et 17.0 13.6 3.4
Indian agencies...........covviererviiinennn e 6.4 5.7 0.7
Economic development........cooiveeiiiiinniiiene. 2.6 3.5 —-0.9
Admnmstratzon and general....... .. ..o, 3.5 - 1.5 2.0
65.3 656.6 9.7
Immlgratlon ............................................... 14.6 13.2 1.4
Citizenship,.........cociieinnneiaans et ieeeeesetiesieaes 1.9 1.6 0.3
Administration and general.............ccoiiiiiiiiiiiiiana.n 1.2 1.1 0.1
83.0 71.5 11.5

External Affairs

Expenditures of the Department of External Affairs are $128 million for
1964—65, $31 million more than the previous year’s total due mainly to outlays
of §77 mllhon by the external aid office which are $26 million more than in
1963-64.

TABLE 16
(in millions of dollars) ,
Fiscal year ended .
March 31 Increase
EXTERNAL AFFAIRS or
1965 1964 decrease (—)
(estimated)
External aid office—
Economic, technical, education and other assxstance—
Colombo )2 48.5 41.5 7.0
Grant to India re purchase of wheat ................ 7.0 7.0
Miscellaneous. . ...ovveveerieentonnienniatas PN 20.9 9.6 11.3
Administration. ......ooiveiiiiiiiiiiiiiii i 1.0 0.6 0.4
. 7.4 61.7 2.7
Representation abroad.........0.... 0 coviiiiiii i ol 17.5 16.5 1.0
Contributions to mternatlonal multrlateral economic and
special ald Programs. ......c.cvevveeierenieiieianneininn 9.7 7.6 2.1
Assessment for membership in international (including com- :
monwealth) organizations..............c.ooveviiiiaa 9.5 8.7 0.8
Other payments to international organizations and programs 1.0 2.9 -1.9
Admlmstratxon and general.........oivueiiiiniiiii i 12.9 9.6 3.3
128.0 97.0 31.0

Included in the expenditures of the external aid office is a payment of $5
million to Atomic Energy of Canada Limited on behalf of the Government of
India for information and design data on nuclear power stations: - - :
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Finance - . .

Expendltures for the Department of Fmance are $1 574 mllhon compared

with $1,406 million in 1963-64.

The main changes resulting in the net increase of $168 million are increases
of $95 million in payments to provinces and $55 million in public debt charges.

TABLE 17
(in millions of dollars)
Fiscal year ended
March 31 Increase
FINANCE 4 or )
1965 ecrease (—
(estimated) 1964 B !
Public debt charges...........coitiiiiiiiinieienniiiieenenas 1,048.2 993.7 54.5
Fiscal, subsidy and other payments to provinees.,............ 349.7 254.3 95.4
Public service superannuation account— . '
Government’s contribution..................... e 55.6 54.0 1.6
Amortization of deferred charges................ P 10.0 : 10.0
65.6 64.0, 11.6
Grants to municipalities in lieu of taxes on federal property.. 34.0 31.5 2.6
Grants to universities— . o
Payments to the Canadian Universities Foundation.. 27.1 26.8 0.3
Office of the Comptroller of the Treasury..................0 ' 25.0 23.8 1.2
Government’s share of medical-surgical insurance premiums. 9.3 9.3
Government's contribution as an employer to the unemploy-
. mentinsurance fund....... ... o i 0.8 0.8
Municipal development and loan board —forgiveness of in-|
debtedness...........oiiiiiiiiiiaii i eee e 2.5 : 2.5
Administration and general...........c0iviiiiiiiiiiiiiaa, 11.8 12.2 —0.4
1,574.0 1,406.4 167.6

Public debt charges

Public debt charges are again the third largest item of budgetary expenditure
being surpassed only by those for defence and those for health, welfare and social

security.
TABLE 18
(in millions.of dollars).
Fiscal year ended
. March 31 Increase
INTEREST AND OTHER PUsnic Desr-CHARGES - or
1964 decrease (=)
(estimated)

Iunterest on public debt— .

Unmatured debt including treasury bxlls—- ’ ' )
Payable in Canada..........coovviineninnnnns P 781.0 745.3 35.7
Payable in London..... 0.3 -0.3
Payable in New York © 16.0 '16.4 -~0.4

. . 7._97.0 762.0 85.0
Other liabilities—
Annuity, insurance and pension accounts............ 208.0 189. 4 18.6
Deposit and trust accounts. ............. fearenenans 3.0 3.1 . =0.1
o “211.0 198.6 18.6
Total initerest on public debt............... 1,008.0 954.5 . 63.5
Other public debt charges— )

* Annual amortization of bond discounts and commissions 37.0- 36.83 - 0.7
Cost of issuing new loang. ........ccoiveeerinninrrnnnnns 1.9 1.9 .
Servicing of pubhc debt ................................ 1.3 1.0 0.3

. . e . 40.2 39.2 1.0

! 1,048.2 993.7 54.5
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Public debt charges consist of interest on the public debt, the annual 4morti-
zation of bond discounts and commissions, the cost of issuing new loans and other
costs incurred in servicing the public debt. These charges are $1,048 million for
1964-65 or 14 per cent of all budgetary expendltures compared w1th $994 million
or 14 per cent for 1963-64. -

Interest on public debt amounts to $1,008 million of Whlch $797 million is
in respect of unmatured debt and $211 miillion in respect of other liabilities.
In 1963-64 the comparable amounts were ‘$955 million, $762 million and $193
mllllon respectlvely R

The increase of $35 million in interest on. unmatured :debt is due to an increase
in unmatured débt. The increase in interest on other liabilities is due mainly to
increases of $6 million in respect of ‘the public service superannuation account’
and $8 million in respect of the Canadian forces superannuation account.’

Other public debt charges at $40 million are $1 million hlgher than 1n'.
1963-64, mainly attributable to a.nnual amortization of bond discounts and
commissions. -

When ¢onsidering the magnltude of these pubhc debt charges and the burden-"
they place upon the pubhc treasury, it must be borne in mind that a substantial-
portion of the debt is attributable to, or is inyested in, productive or earning:
assets. Therefore, in ‘calculating. the net burden of the government'’s - annual
interest charges, the income derived from loans, investments and other productive
assets must; be taken into account: . For. 1964—65 this income totals $414 million
as shown in the non-tax revenue section under the heading “return on invest-
ments”. This amount deducted from the gross total of $1,008 million for interest
as shown in the accompanying table leaves a net amount of $594 million compared
with a net of $588 million in 1963-64. Measured as a percentage of the net debt:
the burden of the net annual interest charges is 3. 82 per cent in 1964—65 compared,
with 3.90 per cent in 1963-64. '

TABLE 19
(in millions of dollars)
Fiscal year ended
. . . March 31 Increase
Ner BURDEN or ANNUAL INTEREST CHARGES '~ ' |— or
. . 1965 1964 decrease (—)
(estimated)

Total interest on publicdebt................ i 1,008.0 054.5 53.5
Less return on investments.................. v ereeieeaes —414.0 ) ~366.4 —47.6
Net interest cost............. eeqenteneaaas el 594.0 - S 5.9
Net interest cost as'a percentage of net debt................ 3.82 3.90

Fiscal, subsidy and other pdyments to provinces
"~ Payments to provinces in the amount of $350 million are $95 million more
than in 1963-64. .

However, in-addition to the above payments, $486 million in provinCiail
income taxes collected by the federal government -on behalf of the provinces has
been allocated to the provincial tax collection agreements account under the terms
of the Federal-Provincial Fiscal Arrangements Act. A more detailed explanatlon
of these arrangements is given in the tax revenue section of this Part.
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. TABLE 20 e
(in millions of dollars)

: Fiscal year ended
o ’ : . March 31 Increase
FiscaL, SussipY aND OTHER PaYMENTS TO PROVINCES " or
19 . 1064 decrease (—)
(estimated)

Payments under Federal-Provincial Fiscal Arrangements Act 311.7 ©.220.9 - 90.8
Statutory subsidies. . ........... it ©-23.6 © - 23.6
Transfer of certain publie utility tax receipts........,.. . 10.6 9.8 0.8
Crown Corporations (Provincial Taxes and F 'ees) A(,t . 3.8 3.8

S e — . s - 349.7 - - 254.3 . 95.4

T

A summary of payments by provinces, during -1964-65 is glven in the
followmg table.

" TABLE 21
(in millions of dollars)
Fiscal year ended March 31, 1965 (estiinated) o
i ' 1 . : : Crown .-
Payments Transfer of s .
FISCAL SUBBIDY AND OTHER ’ . WSt . .| Corporations
’ under Statutory ' |certain public¢ ey
PAYMENTS TO Pnovmcns fiscal subsidies utility tax %’;ggslr;(:(ail Total
-| arrangements | . receipts | g ces) Act o

Newfoundland..... [ R 37.4 1.7 0.2 0.4 39.7
Nova Scotia.............. .. 40.3 o241 0.7 0.2 43.3
Prince Edward Island.. 9.1 0.6 0.1 w 9.8
New Brunswick.......... 35.9 1.8 (&) n 37.7
Quebec........... 113.2 4.0 5.0 1.7 123.9
Ontario. ., 15.1 4.6 1.1 1.1 21.9
Manitoba....... 25.5 2.1 0.1 1] 27.7
Saskatchewan. . 25.6 2.1 ) ] 127.7
Alberta........... 9.6 2.9 2.9 n 15.4
British Columbig T 1.7 " 0.5 A . 2.6
Yukon Territory.............. [P : N (1)‘ D

' o 311.7 23.6 10.6 3.8 | 340.7

M Less than $50,000.

Public service superannuation account -

The government’s contribution to the public service superannua.tlon ac-
count, in an amount equal to the estimated current and prior service payments
of 1nd1v1duals in 1963-64, is $56 million in 1964-65. In 1963-64 the govern-
ment’s contribution was $54 million. . : .

A further amount of $10 million, equal to one fifth of the actuarial deficiency
of $50 million arising,out of pay increases, will be charged to budgetary expend-
iture in 196465 upon parliamentary approval.

The expenditure of $10 million is due to'a special contribution of $50 million
credited to the public service superannuation account and charged to ‘“‘deferred
charges—unamortized portions of actuarial deficiencies” to prov1de for additional
liabilities due to an actuarial evaluation arising out of pay increases. Actuarial
deficiencies arising out of pay increases authorized in 1963-64 are to be amortized
over a five year perxod commencing in 1964-65 and.those arising out of pay
increases authorized in 1964-65 and subsequent years are to be amortized over
a five year period commencing in the year in which the increase is authorized.
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Municipal development and loan board—forgiveness of indebtedness

The municipal development and loan board, during the fiscal year 1964-65,
forgave loans to municipalities in the amount of $1 million and provided a reserve
of $2 million for forgiveness of indebtedness in accordance with sec. 11 of the
Municipal Development and Loan Act. ‘

Fisheries
Expenditures of the Department of Fisheries are $26 mlllxon in 1964-65, an
increase of $2 million over the 1963-64 total.

TABLE 22
(in millions of dollars)

Fiscal year ended
March 31 Increase
. FIsHERIES - 4 or. (
1965 ecrease (—)
(estimated) 1964, : ’
Fisheries management and development— )
Conservation and development service.................. 7.9 8.0 —0.1
Inspection Service.. .......ouuiiiiiiiiiiniiainiian.. 2,2 2.2
Canadian share of the expenses of international com-
IESBIONS. . . .ottt et i 1.3 1.1 0.2
Newfoundland bait service............ccvvvvunnn.. eeen 1.0 1.7 -0.7
[ Y= 4.6 3.2 1.4
17.0 16.2 0.8
Fisheries Research Board of Canada.........ccovuvvveenn. 7.5 6.2 1.3
Administration and general..............ciiiiieniiiiiien., 1.5 1.3 0.2
26.0 . 23.7 2.3
Forestry

Expenditures of the Department of Forestry amount to $50 m1lhon in
1964—65 compared with $42 million in 1963-64.

The increase of $8 million is due mainly to higher expenditures in respect of
land rehabilitation, irrigation and water storage projects under the Maritime
Marshland Rehabilitation Act and the Agricultural Rehabilitation and Develop-
ment Act which are $10 million in 1964-65 compared with $5 million in 1963-64.

TABLE 23
(in millions of dollars)

Fiscal year ended

March 31 " Increase
FORESTRY To6s d or ()
: : : ecrease (—
(estimated) 1964 .
Freight assistance and grain storage costs on western feed . . .
P 23T 19.5 18.7 : 0.8

Contributions to the provinces— . )
Assistance in forest inventory, reforestation, forest fire

protection and forest stand improvement........... 5.3 4.5 0.8
Forest access road construction.............covvvvvnnnn. 3.1 3.6 -0.5
: 8.4 8.1 0.8

Forest entomology and pathology branch.. 5..5 5.5
Forest research branch 3.1 2.5 0.6
Forest products research branch 1.7 1.2 0.5
Land rehabilitation, irrigation and water storage p . 10.0 4.6 5.4
Administration and general..........cciiiiiiiiiiiiininnin.. 1.8 1.2 0.6
50.0 41.8 8.2
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. . erens e
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Justice . i areL el n e _
"« ‘Expenditures of ‘the ‘Depattmént-‘of Justice*at*$54 million in 1964-65 are
$13 million higher than in 1963—-64, due mainly to-outlays for construction-or
acquisition of buildings, works, land and equipment in respect of correctional

services.

-

TABLE 24

(in millions of dollérs)
Fiscal year ended
March 31 Increase
JusTICE d or (
ecrease (—)
(estimated) 1064
Legal and other services— . : .
Judges salaries, allowances and pensions................ . 8.6 7.7 0.9
Patents, copyrights and trademarks..... e veareeaaae. 3.0 2.6 0.4
Administration and general.................. ... 00, 2.9 2.9
14.6 18.2 1.8
Correctional services— :
Administration, operation and maintenance............. 25.5 21.8 3.7
Construction and acquisition......}...... N . 14.0 6.0 8.0
89.6 27.8 11.7
54,0 41.0 13.0

Labour »

Expenditures of the Department of Labour, including the Unemployment
Insurance Commission, total $284 million in 1964-65 compared with $280 mil-
lion in 1963-64. o _ v

TABLE 25
(in millions of dollars)
Fiscal year ended
March 31 i .| . Increase
LasoUur d or -
1965 ecrease (—
(estimated) 1064 .
Paymeilts to pnA).vi‘nc.es authorized by the Technical and| i :

Vocational Training Assistance Act..............c.couues 105.0 136.4 -31.4
Municipal winter works incentive program.................. 36.9 . 26.7 10.2
Payments under the Government Employees Compensation

7 2.8 2.5 0.3
Winter house building program.................... .. .o.... 14.5 0.1 14.4
Payments under the Vocational Rehabilitation of Disabled

Persons Act......ooeeiiniii ittt 1.9 0.7 1.2
Administration and general................coiiiiiiiiiie e 6.9 5.9 1.0

' 168.0 172.8 —4.8

Unemployment Insurance Commission—
Government's contribution to the fund................. 62.0 59.3 2.7
Administrationand general. ..............ccoiiiiiiinan, 54.0 48.8 5.2
116.0 108.1 7.9
284.0 T 280.4 8.6

Under the winter house building program payments are made, in accordance
with terms and ‘conditions approved by the Governor in Council,- of $500 per
dwelling unit substantially built during the periods December 1, 1963 to April
15, 1964 and November 15, 1964 to March 31, 1965. In 1964-65 payments
amount to $15 million .compared with less than $100 thousand.in.1963-64.
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Payments under the municipal winter works incentive program to provinces
and in respect of Indian bands are.$37 million in 1964~65, $10 million higher than
in 1963-64. . .

Paymients of $105 million t6 provinces under the Téchnical and Vocational
Training Assistance Act are $31 million less than the 1963-64 total. c

Unemployment Insurance Commission .. .. . |

Administration and general costs of the commission amount to $54 million
compared with $49 million in 1963-64. The government’s contribution to the
fund is $62 million ¢ompared with $59 million in 1963—64.

Unemployment benefit.payments are not charged to budgetary expenditure
but are paid from the fund which is financed by equal contributions from
employers and employees, by interest earned on investments and by the govern-
ment’s contribution of 'an amount equal to one fifth of the combined employer-
employee contributions. Further information about the fund is given under the
liability category “‘annuity, insurance and pension accounts’. :

Legislatioh ; -

Costs of Legislation in 1964-65 at $14 million are $1' million more than the
1963—64_ total. S )

. TABLE 26

- L " e - (in millions of dollars).
Fiscal year ended s
o . March 31 .| Increase
- Leaistation 7 ¢ . - d - or o)
i oL ) L .| decrease (—
(estimated) 1964 o ’4‘ :
House of Commons 11.0 10.1 0.9
The Senate 2.6 2.5 0.1
Library of Parliament 0.4 0.3 0.1
: 14.0 12.9 1.1

Mines and Technical Surveys - _ o
~ Expenditures of the Department of Mines and Technical Surveys at $77
million are $9 million more than the 1963-64 total. C ‘

TABLE 27
(in _millions of dollars)

Fiscal year ended

. L . : March 31 Increase
Mines aNp TECHNICAL SURVEYS . or
1965 1964 decrease (—)
(estimated) |
Dominion coal board.................... 23.2 20.6 2.6
Emergency gold mining assistance.., 15.6 15.0 0.6
Field and air surveys........ e 6.9 6.7 0.2
Marine surveys and research............ .. 10.0 7.0 3.0
Geological research,........................ o i, 7.1 6.6 0.5
Mining and metallurgical investigations and research........ 5.8. 5.3 . 0.5
Research in astronomy and geophysics..............c....... 3.1 2.4 0.7
Polar continental shelf. ... ... ... ... .ccoiiiiiieienrnnnnnn. . 16 - 1.5 0.1
Administration and general.................coiiiiinennnn. 3.7 2.7 1.0
: 77.0 67.8 9.2
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Outlays of.$23 million for the Dominion-Coal Board consist' mainly of
payments in connection with the movement of coal under conditions prescribed
by ‘the Governor,in Council and to a lesser extent to subventions-in respect of

eastern coal under agreements entered into pursuant to the Atlantic Provinces
Power Development Act. In 1963-64 these payments totalled $21 million.

Payments of $16 million under the Emergency Gold Mining Assistance Act
are $1 million higher than'in 1963-64. ) '

Outlays of $10 million for marine surveys and research consist of $7 million
for administration, operation and maintenance and $3- million for construction
or acquiisition of buildings, works, land and equipment. In 1963-64 comparable
amounts were $7 million, $6 million and $1 million.- R '

National Health and Welfare S
Expenditures of the: Department of National Health and Welfare are
$1,301 million, an increase of $97 million over the 1963-64 total. , :

Welfare services account for $767 million, an increase of $51 million oV‘ef
1963-64 and health services account for $494 million, an increase of $42 million.,

TABLE 28

" (in millions of dollars)
Fiscal year ended. .
) ) March 31 Iicrease
Narionar Heairn aND WELFARE &, - - e or
1965 1964 .. | decrease (—)
(estimated) | © ’

Welfare services— . ; o - Y [
Family allowances....... s P 546.2 538.3 7.9
Youth allowarces. :. AU B O N £ 27.2 21.2

.. Old age assistance.!......... ST B 45.2 ::89.2 | -6.0
- Blind persons allowances. ...........0....... oo . 5.6 5.0, . 0.6
Disabled ‘persons allowances......... .. 0 v ©23.3 '20.2° ~3.1
Unemployment assistance............ R e e 111.0 107.4. - - 3.6
Fitness and amateur sport...........covvenuneinnninnns. 3.0 1.6 1.4
Other...... s e [ 5.3 4.1 . 1.2
L Too- v Al 1 766.8 716:8 ~51.0

Health services— . . .

Government'sicontributions under the Hospital Insurance{ . °~ . " . . A .
and Diagnostic Services Act......... N R 430.0 . 392.2 . 37.8 .
Grants to provinces— ' oo o
" General health: ... ... PO O S N o 35.5 31.0 ‘ -4.5
. Hospital construction. . ..." .. 22.0 22,0 i .
’ 6.8 ..6.9 0.1 .
4948 4581 428

Medical services..........cooiiiiiiiiiiiinn e 33.2 . 30.6 . L 2.6

Food and drug services. .. ::............ T PO - 4.4 3.4 - 1.0

Administration and general........... UL AT e [ 2.3 ©2.0 . - 0.3

1,301.0 . 1,203.9 97.1

Family allowances .~ - _ e S
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 of age-and $8'in the age
group 10 to 15.- -Children of immigrants receive family assistance at the same
rates during their first year of residence in Canada from appropriations of the
Department of Citizenship and Immigration. »' " - R '
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In 1964-65 payments of $546.million account for 8 per cent of -all budget-
ary expenditure compared with $538 million and 8 per cent in 1963-64. The
increase of $8 million reflects the increase in the number of children in the eligible
age groups. *

TABLE 29
(in millions of dollars)
Fiscal year ended .
March 31 Increase
FamiLy ArLowaNces PayMENTS - or
1965 . 1964 decrease (—)
(estimated) ’
16.9 16.7 0.2
21.8 - 21.8
3.3 3.3
-19.1 19.2 —0.1
QUEDEC. .ttt e e 164.1 162.2 1.9
Ontario.... ... e 179.0 175.5 3.5
Manitoba.... 26.0 25.7 0.3
Saskatchewal 26.9 26,7 0.2
Alberta................ e 42.1 41.2 0.9
British Columbia } 45.7 44.7 1.0
Northwest and Yukon Territories 1.3 1.3
546.2 538.3 7.9

Youth allowances

An Act to provide for the payment of Youth Allowances was given Royal
Assent on July 16, 1964.

Under provisions of this act payments of $10 per month are payable in respect
of all persons resident in Canada who have attained the age of 16 years and
have not attained the age of 18 years who are in full time attendance at a school
or -university or-are by reason of mental or physical infirmity precluded from
attending school or university. Payments were effective from September 1964.
During 1964-65 payments amount to $27 million.

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 $75 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 $75 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 $75 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 $75 per month for allowances to disabled persons in need 18
years of age or over. In 1964-65 payments for old age assistance of $45 million,
for disabled persons allowances of $23 million and for blind persons allowances
‘of $6 million compare with $39 million, $20 million and $5 million respectively
in 1963-64. T T e B

These increases resulted from amendments to the Old Age Assistance Act,
the Blind Persons Act and the Disabled Persons Act which raised the maximum
pension towards which the federal government would contribute from $65 to

$75 per month, effective December 1,:1963, = . . ..
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Under the Unemployment Assistance Act, the Minister may, with the
approval of the Governor in Council, enter into an agreement with any province
for the payment by Canada to the province of contributions not exceeding 50
_per cent of unemployment assistance costs in the province. All provinces have
signed agreements with the federal government. Contributions in 1964-65 in
the amount of $111 million compare with $107 million in 1963-64.

The following table presents a dlstrlbutlon of these payments to provinces
for 1964-65:

TABLE 30
(in millions of dollars)

Fiscal year ended March 31, 1965 (.estimvated)

FEpERAL SHARE oF OLD AGE Assistance, DISABLED

PeRrsOoNS ALLOWANCES, BLIND PERSONS ALLOWANCES Oold . Disabled Blind ‘Unem-
AND UNEMPLOYMENT ASSISTANCE age persons persons ployment.
. T ' assistance | allowances | allowances | assistance
Newfoundland...... ~......... e Eieieneeees i eneaas 2.2 0.8 0.3 4.8
Nova Seobifl. . ..ot renerie i iiisrereacinerns 2.3 1.4 0.5 1.9
Prince Edward Island................cooiiiinnn 0.5 0.4 0.1 0.3
New Brunswick.........0 0coooiiiiiiiiiiiinnnn,. 2.3 1.0 0.4 1.8
(80T oY 7 PRI 16.7 9.1 1.9 40.5
(071175 3 T T 10.5 7.3 1.2 25.4
Manitoba..........ooereainin @ttt 2.4 0.7 0.3 5.3 .
Saskatchewan ....................................... 2.3 0.8 0.2 4.9
Alberta...........ce0neens e eaerara e 2.9 0.8 - 0.3 8.8
British Columbia........:.............. PPN 3.0 - .1.0. 0.4 17.2
Northwest and Yukon Terutones. B 0.1 - ,(1) 0.1°
45.2 23.3 5.6 111.0.

(M Less than $50,000.

Government’s contﬁ-’buﬁ'—oﬁs under the Hospital Insurance and Diagnostic Services
Act

Contributions of $430 million to the provinces under the Hospital Insurance
and Diagnostic Services Act are $38 million higher than the 1963-64 total of
$392 million.

TABLE 31
(in millions of dollars)
. Fiscal year ended
e - March 3t
GovernMENT'S ‘CoNTRIBUTIONS UNDER THE HosprTaL Increase
INSURANCE AND DiaGNOSTIC SERVICES ACT 1965 1964
: : : - (estimated) R
Newfoundland............coovvvinninnn RN verrerenes 9.9 8.7 1.2
Nova Seotia...........0...o.. e R N -15.2 '15.2
Prince Edward Island ............ RN 21 - 1.9 - 0.2
New Brunswick. ...o.vverrner ittt iinnnieiiieenenoanns 14.2 12.6 1.6
LY Y O 123.2 113.9 9.3
Ontario. ...vviiiiieireereriineronnananas P A 152.1 136.0 16.1
D Y oY o 7 Y 20.6 19.7 0.9
Saskatchewan......... e et e e 23.0 21.3 1.7
N L oo T Y PN 32.9 28.3 4.6
British Columbia.........c.coiiiiiiiiiiiiiiiiiii e 35.9 33.7 2.2
Northwest and Yukon Territories...................conu.tt 0.9 0.9
430.0 392.2 37.8

General health grants and hospital construction grants to provinces

‘Grants to provinces for general ‘health services total $36 . million - and for
hospital construction $22. million’in 1964-65 compared with $31 million and $22
million respectively in 1963-64,
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TABLE 32
(in millions of dollars)

., Fxscal year ended March 31, 1965
T . (estimated)
GeNERAL HeaLtH GRANTS AND HosPITAL
CoNBTRUCTION GRANTS - General ~ Hospital, . I
health | constructlon Total
grants grants .
Newfoundland......................... e et 1.0 0.5 1.5
Nova Scotia........... R 1.7 0.9 2.6
Prince Edward Island. 0.3. . -1 0.3
New Brunswwk........l 1.3 1.0 2.3
Quebec...:....... 10.6 6.0 16.6
Ontario.......... . 10.7 - 6.9 176
Manitoba........ 2.0 11 3.1
Suskatchewan. 1.8 .12, 3.0
Alberta.......... 2.7 2.5 5.2
British- Co]umbxa .................. .. -3.3 1.9 - 5.2
Northwest and Yukon Terntones .......................... 0.1 m 0.1
35.5 22,0 57.5.

“)Less than $50,000. '

National Research Councﬂ including the Medical Research Councﬂ

Expendltures of the National Research Council, including the 'Medical
Research Council, are $57 million compared with $47 million for 1963-64. An
increase of $6. million. in scholarshlpa and grants in aid of research account for
most of the change

- s -~ TABLE 33
(in millions of dollars)

' Fiscal year ended .
March 31 Increase
.« NaronaL ResearcH COUNCIL, INCLUDING.. - .- . or
THE MEDICAL stmnca Com\cn, : ) 11985 ' 1964 " | decrease (—)
e ‘(estimated) ’ .
Scholarships and grants in aid of research.................. 23.6 17.7 5.9
Constructlon or acquxsmon of buxldmgs. works, ‘land and|:.-

TeQUIPINEDE. . L. LT e T et o 4.8, .- 4.4 - - 0.4
Assistance towards research in mdustry 2.2 1.6 0.6
Administration and general............... 26.4 23.6 2.8

' 57.0 47.3 9.7

National Revenue
Expendltures of the Department of National Revenue amount to $87
mllhon an increase of $4 million over the 1963—64 total. :

TABLE 34
(in ‘millions of dollar_s)

Fiscal year ended .
o . ‘ March 31 Increase
.  NamionaL ReveENuE : " or
B o ' v 1965 1964 decrease (—)
(estimated)
Customs and excise division : . 44.0 . 423 1.7
Taxation division...............oiiiiiiiiiiiiinnn, e ' 42,7 40.5 2.2
-Income tax appeal board.................. eeeeaes P eaee 0.3 0.2, . 0.1
R 8o 83:0 4.0
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Northern Affairs and National Resources

- Expenditures of the Department of Northern Affairs and National Resorces
at $85 million are $8 million more than 1963-64 expenditures. :

i
T

" TABLE 35

‘(in millions of dollars) T K
Fiscal year ended
March 31 Increase
. NoRTHERN AFraiRs8 AND NarioNaL RESOURCEs — or
P I L L 1965 © T 1o64 decrease (—)
_ (estimated) . ]
Northern administration branch............... R e 35.1 34.1 1.0
National parks branch..................o 000 27.2 23.0 4.2
Water resources branch 12.3 10.3 B 2.0
Contributions to the provinces to assist in the development,
of roads leading to resources............icooeiiiiiiiin 8.6 8.1 0.5
Administration and general.............. ... oo, 1.8 1.8
‘ 85.0 7.3 7.7

Expenditures in respect of the national parks branch increased by $4 million
due mamly to an increase of $3 million in construction costs.

The increasé of $2 mllhon in expenditures of the water resources ‘branch was
due t0 an increase of $1 million in administration costs and $1 million in contribu-
tions to provinces towards the construction of dams and other works to- assist in
the conservation and control of water resources in accordance with agreements
entered into between Canada and the provinces.

Post Ofﬁce v ; :
Costs of the Post Office Department charged to budgetary expendxture are
$211 million compared with $207 mllhon in 1963-64. -

TABLE 36

(in millions of dollars)

Fiseal year ended

: : : - . 1.. - . March3l .. ..|, . Increase
Post Orrice 1 - d or )
965 : ecrease (—
(estimated ) 1964
Charged to budgetary expenditure—
Operations—salaries and other expenses of staff post
offices, district offices and railway mail services;
and supplies and equipment and other items for s o
revenue post offices............... ... i 136.0 135.6 0.4
Transportation—movement of mail by land air and .
LR ] O 63.8 65.9 © 2.9
* Financial services . : . 3.5, . 3.3 0.2
Administration and general...”..... P, R 2T ‘217 0.8
211.0 206.9 4.1
Charged to revenue— .
Operations—salaries of postmasters and staffs at revenue
and semi-staff offices, commissions paid at sub- : ' . ’
offices and other dlsbursements....; P SANPON I N1 351 ' -1.6-
' 2445 ' | - 242,00 | 25




154

Costs of operations at $136 million are approximately: the' sameras in the
previous year and costs of movement of mail are $3 million more than.in 1963-64.

Remuneration of postmasters and staffs at réevenue and semi‘staff offices
and certain other authorized disbursements are paid from revenue. These pay-
ments at $34 million ($1 million less than in 1963-64) bring gross post office
expenditures to $245 million in 1964-65. = °

Public Works !
.- Expenditures of the Department of Public Works amount to $213 mllhon
$58 million more than in 1963-64.

TABLE 37
(in millions of dollars)

‘ iFiscal year end-e-d

March 31 - . Increase
PuBLic Works 4 or (
: ' ' 1965 ecrease (—)
.| (estimated) 1064 R
Accommodation sérvices— .
Maintenance and operation of publlc bulldmgs and .
grounds— - ’ . .
Ottawaand Hull.................. ... o inal. 20.2 18.8 1.4
Other than Ottawa and Hull......... s - -31.0 . 27.5. 3.5
Office furniture and furmshmgs 2.3 1.8 0.5
© Acquisition of equipment and furnishings other than
. office furnishings....... . ... ..o oo 1.6 .| . 0.6 1.0
Constructlon acquisition, major repan-s, ete. of public - )
uldmgs— : P AN
OtEAWA. .-« ettt eeeeeeeeeinenens e 12.4 . o114 1.0
Other than Ottawa....... R S N 17.6 14,2 3.4
86.1 74.8 10.8
Harbours and rivers engineering services— .
Operation and maintenance 6.6 6.8 -=0.2
Construction or: ‘acquisition of equipment 0.7 0.4 0.3
Construction, acquisition, major repairs, etc. of harbour| . .
and river works............. ... Lo L 20.9 16.4 4.5
28.2 28.6 4.6

Roads, bridges and other engineering services—

Operatlon and maintenance............ .. .. ..., .. 0.4 0.4
International, interprovincial and other brldgesA e 2.8 - 2.6 L0.2..
Northwest hlghway BYStemM. ..ot 9.3 0.1 9.2
Trans-Canada highway— - -
Contributions to provinces under terms of the Trans-
Canada Highway Act.......................... 74.1 39.2 34.9
- Construction through national parks................ 0.2 2.1 —-1.9
X - 86.8 b4 4 42.4
Testing laboratories.........c..coiiiiiiiii i, 1.1 1.0 0.1
Administration and general ..................... ... ... .. 11.8 11.5 0.3
213.0 154.8 58.2

Accommodation services
Expendltures for these services are $85 million, $11 million higher than the
1963-64 total.

Maintenance and operation. of public buildings, etc.-at $53 mxlhon are
$5 million higher, acquisition of equipment, etc. at $2 million are $1 million
higher ‘and construction ‘or. acquisition of buildings, etc. at $30 million are $4
million higher than in 1963-64.
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Harbours and rivers engineering services -

Expenditures for these services total $28 mllhon, $5 million higher than
in 1963-64 due mamly to an increase in costs of construction or acquisition,
etc. of harbour and. river works which are $21 mllhon compared with $16 million
in the prev1ous year

Roads, bridges and other engineering services
Expenditures for these servwes total $87 mxlllon, $42 mllhon ‘higher than
in 1963-64.

Contributions to provinces in respect of the trans-Canada highway of
$74 million are $35 million higher, outlays of $9 million in respect of the north-
west highway system are $9 million higher and costs of constructlng the trans-
Canada highway through national parks at $200 thousand are. $2 million lower
than in 1963- 64

Royal Canadian Mounted Police o

Expenditures of the Royal Canadian Mounted Police are $75. million in
1964-65 compared with $67 million in 1963-64. Arlsmg from these expenditures
are recelpt;s of $15 million, -which are credited to Tevenue, for policing certain
provinees, territories and municipalities. 'In 1963-64 the same amount was
received and credited to revenue. S

Included in the headquarters administration costs is an amount of $700
thousand, equal to one fifth of the actuarial deﬁc1ency of $3} million in the
Royal Canadian Mounted Police superannuation account due to an-actuarial
evaluation arlsmg out of pay increases, which will be charged to budgetary
expendlture in 1964—65 upon parhamentary approva]

TABLE 38
(in millions of dollars) )

Fiscal yéar ended

March 31 Increase
Rovar CanabpiaNn Mountep Polrice . - or
s . 1964 decrease (—)
(estimated) . . .
Land, air and training divisions. O 656.1 | -49.6 . 6.5
Headquarters administration and national police services.. .| - 9.6 . 8.4 1.2
Pensions and other benefits...... F U e L 4.2 4.0 - 0.2
Government’s contribution to Royal Canadian Mounted ’ '
Police superannuation account. ............. ... ool 3.1 . 3.1
Marme SEIVICES. vvveeivnr et e 2.0 1.8 0.2

7.0 . 766.9 8.1

Trade and Commerce

Experditures of the. Department of. Trade and Commerce at $72 million
are approx1mately the same as in 1963-64. The main change is a decrease of
$6 million.in the carrymg costs of temporary wheat. reserves Whlch is more than
offset by small increases in the other categomes
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TABLE 39 .
_ (in millions of dollars)
Fiscal year ended
. o I * March 31 - Increase
TrapE AND COMMERCE - - or,
b ' 1964 decrease (—)
{estimated)

Canadian Wheat Board— - ‘ L ) :
Carrying costs of temporary wheat reserves............ 34.0 39.6 -5.6
Prairie Grain Advance Payments Act.................. 0.6 0.9 —0.3
: 84.6 40. 5 5.9
Domrmon Bureau of Statxstxcs ........ l. . ....... 13.5 12.3 1.2
Trade commissioner service.:.... e e 6.8 6.3 0.5
Canadian government travel bureau P DA 5.0 3.9 1.1
Standards Branch................... 0o Ceveinns 3.3, 3.0 0.3
National Energy Board............... L T 0.7 .. 0.6 0.1
Administrationand general . . ........... .. ... . ool 8.1 5.9 2.2
72.0 72.5 -0.5

Transport

Expenditures of the Department of Transport are $475 mllhon an 1ncrease
of $52 mllhon over 1963—64 expendltures of 3423 million.

A'Lr services

Outlays for air services at $136 mllhon are $15 mllhon higher than the
1963-64 total due mainly to an increase of $9 million in the expenditures of the
telecommunications and electronics branch of which $4 million is in construction
or acquisition of buildings, ete. with respect to the satellite communications
ground station and $3 million is in administration, operation and maintenance
and an increase of $4 million in the expenditures. of the civil aviation branch: of
which $1 million was for the purchase of property for the extension of the Vancou-
ver international airport.

Railway and steamship services

Expenditures for these services are 3106 million compared w1th $99 million
in 1963-64.

Cost of construction or acquisition of buildings, works and land, etc. are
$10 million, $9 million higher than 1963-64 costs; the subsidy in respect of a
railway to Great Slave Lake is $25 million, $3 million higher than in 1963-64;
and payments under the Maritime Frelght Rates Act are $15 million, $2 mllllon
hlgher than in 1963-64. )

Outlays in respect of the Victoria Bridge, Montreal are $1 million due to
the discontinuance of tolls. In 1963-64 expenditures totalled $7 million of
which $4 million reflected the discontinuance of the collection of tolls and
$3 million was for rail diversion.

The charge of $39 million to budgetary expenditures in 1964-65 to cover the
1964 operating deficit of the Canadian National Railways is $4 million less than

the charge of $43 million in 1963—64 to cover the rallways 1963 operatmg
deficit.

Board of Transport Commissioners

" Expenditures in respect. of the board amount to -$84 mllhon in 1964-65
compared with $82 million in 1963-64.

Included are $70 million in. payments to the rallways for the mamtenance
of the rates of freight traffic compared :with $68 million in 1963<64, $7 million in



157 .

each year in payments to the railways for maintenance of trackage and-$5 million
in each year in contributions to the railway grade crossing fund. ..

Marine services : S . L o
Expenditures for ‘marine services of $64 million are approximately the
same as in 1963-64. These include $37 million in respect of the Canadian coast
guard, $2 million higher than in 1963-64 and $11 million in respect-of aids to
navigation which in 1963-64 cost $13 million. S -

Canadian Maritime Commission : o
Expenditures of the commission in the amount of $41 million are $9 million
less than in 1963—64 due mainly to a reduction from $40 million in 1963-64 to
$32 million in 1964-65 in capital subsidies for the construction of commercial
and fishing vessels. -

TABLE 40
(in millions of dollars)
Fiscal year ended
March 31 Increase
TRANSPORT o — dec or =)
65 - ecrease (—
. (estimated) |. 1064
Air services—
Civil aviation branch..... e eriereeeereetesrareaas 66.2 62.5 3.7
Telecommunications and electronies branch............. 41.0 . 32.3 8.7
Meteorological branch............oooiiiiiiiiiinnt 22.5 20.6 1.9
Administration. .. ...t i i . ..6.3 5.7 . 0.6
136.0 121.1 14.9
Railway and steamship services—
Railway to Great Slave Lake..............cccoivvenet 25.0 21.7 3.3
. Maritime Freight Rates Act— :

Difference between tariffs and normal tolls......... 15.1 13.4 1.7
Victoria Bridge..........vviiiiiiiiiiiiiiiiraraanaees 0.8 6.7 -5.9
Construction or acquisition ; : 10.3 1.4 8.9
Deficits— :

Canadian National Railways.......... P 38.7 43.0 —4.3

Newfoundland ferry and terminals 11.0 8.6 2.4
. Prince Edward Island car ferry and terminal 4.1 3.3 0.8
" Yarmouth, N.S.—Bar Harbour, Maine, U.S.A.

ferry 8ervice.......oovevvinevinnnrennnn P 0.3 0.2 0.1
Other.......... e e 0.7 0.4 0.3
. 106.0 98.7 7.8
Board of Transport Commissioners for Canada—
Payments to the railways for the maintenance of the

rates of freight traffic. ...........covviieiiiiiint, 70.4 68.1 2.3
Maintenance of trackage........ PN - 7.0 7.0
Contributions to the railway grade crossing fund........ 5.1 5.1
Administration and general...............oooiiiiin 1.5 1.4 0.1

: 84.0 81.6 2.4

Marine services— .
Canadian coast guard 36.9 35.4 1.5
Aids tonavigation.................... 11.1 12.6 -1.5
Marine regulations. ... ....ovtiiiiiiiii i 3.3 3.4 —0.1
Ship channel services—St. Lawrence and Saguenay rivers 3.2 7.1 -3.9
CANALS. .ottt it it e e 8.1 4.4 3.7
Administration and general 1.4 1.2 0.2
. 64.0 64.1 —-0.1
Canadian Maritime Commission. ..........ooviiiieneninens 41.2 49.8 —8.6
National Harbours Board...........c.ooviiiiiiiiinniinne, 8.2 0.3 7.9

Canals and works entrusted to The St. Lawrence Seaway!

T e 5 0 2 S 30.0 3.0 27.0
Administration and general.............co il 5.6 4.7 0.9
475.0 423.3 51.7
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National Harbours Board ‘

Non-active advances to:the board .in. 1964-65 total $8 Iﬁillion compared
with $300 thousand in 1963-64. The increase is due mainly to advances of $7
million to cover expenditures in connection with 'the_ 1967 World Exhib@tion'—' o

T - PR

Canals and works. entrusted to . The:St.’Lawrence. Sedibay Authority = -

The increase in this*actount is due"to’a payment of '$27 million to The St.
Lawrence Seaway Authority to reimburse thé authority in respect of-the accumus-
lated Welland canal deficit incurred by the authority for the calendar years 1959
to 1964. As provided for by The St. Lawrence Seaway Authority Act the Welland
canal was transferred from the Department of Transpoert to The St. Lawrence
Seaway Authority for operation and management effective Apri] 1, 1959.

Veterans Affairs _ :
Expenditures of the Department of ‘Veterans Affairs at $353 million are
$19 million higher than 1963-64 expenditures.
TABLE 41
(in millions of dollars)

- Figcal year ended

March 31 - Increase
VETERANS AFFAIRS ’ d or -
' 965 ecrease (—
1 (estimated) 1964 :

Welfare services, allowances and other benefits— -

War veterans allowances. ........... e eieireeens 97.0 86.7 10.3
Other benefits including treatment allowances. ......... 5.5 .. 5.2 0.3
War service gratuities and re-establishment credits. . ... 0.5 0.5
Administration and general............................ 4.0 4.0
- 107.0 96. 4 10.6
Pensions—
Disability or death................c.....uevn... s 179.3 173.2 6.1
Administration and general..............c.cc0vvnunnn.. 2.7 2.6 0.1
. - 188.0 175.8 6.2
Treatment 8ervices. . ..........iviiiiireereiniiennnnnnnnnn. 48.7 46.4 2

Soldier settlement and veterans land act—

Provision for reserve for conditional benefits............ 3.1 3.2 —=0.1
Administration and general..............c00vvunven... . 4.5 4.5

A 7.6 7.7 -0.1

Administration and general.............ccoieiiienininnn., 7.7 7.4 0.3

353.0 333.7 19.3

War veterans allowances of $97 million are $10 million higher than in 1963-64,
pensions of $179 million for disability or death are $6 million higher and costs
of $49 million for treatment services are $2 million higher.

All Other Departments

Expenditures of the departments not dealt with individually amount to
$102 million, an increase of $38 million over the total for 1963-64.
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~ TABLE 42
(in millions of dollars)
NN . . _Fiscz;l ye;ar. en'c-ied ) L
. ’ . March 31 | Increase
AiL OTHER DEPARTMENTS . - - — -+ or- -
1965 1964 decrease (—)
(estimated)
Atlantic Development Board.".. ........... e 44 0.2 4.2
Auditor General's Oice. .. ...c.ieerrrnerennereesss e © 18 1.3 0.3
Board of Broadcast Governors........ N 0.4 0.3 0.1
Canadian. Corporation for the 1967 World Exhibition........ 23.0 1.1 21.9
Office of the Chief Electoral Officer. . ... . RRUUUR .. 0.6 1.9 —11,3
Civil Service COMMISSION. ......o.oevreeeeeereeeeeeeaeess 6.4 | 5.2 1.2
Defence Production®. ..o, 2.4 1.9 0.5
Economic Council of Canada...............c.....cc.eeov.. 0.9 0.2 07
Emergency Measures Organization e, - 8.0 6.9 . 1.1
Governor Geﬁ_eral and Lijeutenant-Governors............... . 0.7 . 0.5 . 0.2
Industry®..........ovnen. .. L e o0 | 2.5
INSUTANCE. ... u .. ieeriseneenis TP S 15 | 14 |° o1
National Capital Commission.......... SN 9.9 12.2 —-2.3
National Film Board................. e . 6.4 5.8 0.6
National Gallery of Canada...........cecevevvvvveernnnnnn. 1.3 1.1 0.2
Privy Council... ..ot 4.5 2.9 1.6
Public Archives and National Library.............c.couvvue. 1.5 1.1 0.4
Public Printing and Stationery.............cccveiiiiiinaa. 2.8 2.2 0.6
Office of the Represéntation Commissioner.' ................ 0.2 @ 0.2
Secretary of State.............. ERRTERT R PP P PR PR TR PITR 22.3 7.8 14.7
' 102.0 | 64.5 37.5

(See also under defence expenditures at the beginning of this section.
@ Less than $50,000.

Expenditures of the National Capital Commission which in previous years
were included in the expenditures of the Department of Public Works and the
Canadian Corporation for the 1967 World Exhibition which in the previous
year were included in the Department of Trade and Commerce are now included
as separate headings under ‘“All Other Departments’.

The increase of $22 million in expenditures of the Canadian Corporation
for the 1967 World Exhibition is due to an expenditure of $6 million for the federal
share of the cost of construction of an ice control structure and an increase of
$16 million in advances to the corporation. The increase of $15 million in the
expenditures of the Department of the Secretary of State.is due mainly to a
grant of $10 million to be made, upon parliamentary approval, to the Canada
Council for the purposes of the arts, humanities and social sciences. The
decrease of $11 million in expenditures of the Office of the Chief Electoral
Officer is due to a reduction in costs for elections.
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ASSET AND LIABILITY ACCOUNTS

- “The assets and liabilities of the Government of Canada at-March 31, 1965,
the comparable balances at March 31, 1964 and the changes in each category
during 1964-65, are shown in condensed form in the following table.

i

TABLE 43~ o . -

SUMMARY OF ASSETS AND L1ABILITIES oF CANADA
(in millions of dollars)

Balance at March 31 . Increase
1965 : or
(estimated) 1964 decrease (—)
LiaBILITIES
Current and demand liabilities..............oooviiiiiiinn, T 1,521.5 1,620.0 -98.5
Deposit and trust 4ccounts.......oovvvviiiiiiiiiiiiirien.s . 237.2 196.5 . 40.7
Annuity, insurance and pension accounts..................... 5,684.0 5,131.0 553.0
Undisbursed balances of appropriations to special accounts. . 105.7 111.6 . -5.9
Deferred credits.........cooviiininnana. e aeeaags 110.8 119.4 —8.6
Suspense accounts. . ceee . 8.0 - 5.1 0.9
Unmatured debt......cooviiinieeinnnn.s e e, 18,982.7 18,740.1 242.6
Total liabilities................ . oo..|  26,647.9 25,923.7 724.2
ASSETS
CULTEnt ASSEES. .. vventiivnrereereararararasasnsaenns 1,204.6 1,287.1 7.5
Advances to the exchange fund account 2,621.0 2,601.0 20.0
Sinking fund and other investments held for retirement of
unmatured debb.. .. ... i i i 6.0 . 6.0
Loans to, and investments in, Crown corporations.. 5,007.5 4,584.2 423.3
Loans to national governments .............. eeaeneaie e 1,207.0 1,195.7 . 11.3
Other loans and investments..........oooveiiiiiniienne. 1,160.1 1,197.8 —37.7
Securities held in tTust.......oovevveiiin it iiveiiiieiees . 39.0 38.9 © 01
Deferred charges— . )
Unamortized portions of actuarial deficiencies—
Canadian forces superannuation account............. . 60.0 60.0
Public service superannuation account............... 39.8 276.7 T —236.9
Royal Canadian Mounted Police superannuation
C ACCOUDE . .\t vnrveeetvnacnerananeresononnesennns 2.9 2.9
Unamortized loan flotation costs................ b 112.1 . 123.7 —11.6
. 214.8 400. 4 —185.6
Suspense accounts.............. e e 0.1 —0.1
Capital assets.................. &) S
Inactive loans and investments 94.8 94.8
: Total recorded assets................. e, 11,644.8 11,400.0 : 244 8
Less reserve for losses on, realization of assets.. ‘ —546.4 —546.4
Net recorded agsets........civeverevennoerenns 11,098.4 10,853.6 244.8
Net debt, represented by excess of liabilities over net re- .
corded assets......coiiiiiiiiei e e 15,549.5 15,070.1 ®479.4

;. Shown at nommal value of $1. .
@ Reﬂectmg the budgetary deficit of $83 mllhon plus an ad]ustment of 8396 4 mxlhon in respect of
prior years transactions.

SUMMARY

The gross liabilities of the government are estimated at $26,648 million
as at March 31, 1965 compared with $25,924 million at March 31, 1964, : The
main items eﬁectmg the increase of $724 million are increases of $553 million
in annuity, insurance and pension accounts, $243 million in \inmatured debt
and a decrease of $99 million in current and demand liabilities.
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Net recorded assets are estimated at $11,099 million as at. March 31, 1965,
an increase of $245 million 6ver the total at March 31, 1964. The main changes
are increases of $423 million in loans to, and investments in, Crown corporations
and a decrease of $186 million in deferred charges.

The net debt of Canada, or the excess of liabilities over net recorded assets,
in the amount of $15,549 million is-$479 million higher than the total of $15,070
million at March 31, 1964. The increase reflects the budgetary deficit of $83
million plus a charge to net debt of $277 million in respect of- the unamortized
portion of the actuarial deficiency in the public service superannuation account
and $119 million in respect of an actuarial evaluation of that account as at
December 31, 1962 as calculated by the Department of Insurance.

TOTAL LIABILITIES
Fiscol Years Ended March 31

Billions of Dollars
1%% OTHER LIABILITIES
1% DEPOSIT AND TRUST ACCOUNTS
6% CURRENT AND DEMAND LIABILITIES ]
20% ANNUITY, INSURANCE
AND PENSION ACCOUNTS
Z
7 8% UNMATURED TREASURY BILLS
L
7
“ —
R,
SR 355
B 55
::.’:o: RIS %
B S
0500 % o0 %%
i 8 8
2 5 S —110
B 0%l 055 SRS :
R s 20055 SRS 63% UNMATURED, BONDS
%6395, :.:0::: e . o
k35S SO SRS
k& o0s0res: R
5% 453
235 -
X
0XRKS 53
SoSosesesetes 30X
0Joqosoresele XS
ALK e
S 220055
X0RLRs 55008
RIKEEL KRR
estieets! G 0
' *
1961 196 1963 1964 1965* 1965

* Estimated

LiapiLiTy AccounTs

Curfent and demand liabilities L -
These consist of obligations of the government payable currently or on
demand. _ e
During 1964-65 a net decrease of $99 million in these leilgat}on fbrought
the total at March 31, 1965 to $1,522 million. R
The main changes during 1964-65 are a decrease of $219 ‘million in non-
interest-bearing notes payable on demand and increases of $20, million in out-
standing treasury cheques and $73 million in accounts payable. b

Non-interest-bearing notes are those portions of Canada’s.equities in the
capital of certain international agencies which are not-covered by casl
Notes in respect of the international monetary fund in the amount of $345
million are $221 million less.than at March 31, 1964 and notes in respect of the
international dévelopment association in thé amount of $23 million are $2 million -
more. : LT LT T

96408—11
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TABLE 44
(in millions of dollars)
Balance at March 31 . 'fn crease
CurgreNT AND DEMAND Liasiurries 1965 or
(estimated) 1964 decrease (—)
Outstanding treasury cheques..........coivivvieennnns PPN 340.1 319.9 . 20.2
Accounts payable...... ... i it e 415.2 342.7 ¢ 72.5
Nob-interest-bearing notes payable to— DO .
The international development association.............. 22.9 21.0 1.9
The international monetary fund............ 345 0 566.0 . —-221.0
. o 367.9 687.0 ~219.1.
Matured debt outstanding.............. P - 21.3 26.8 |, : —55 -
Interest due and outstanding.............ocovieiiiiiiiiia., 104.0 01.9 |’ 12,1
Interestacerued....... ... ..ottt e 235.0 216.0 19.0
Post office—outstanding money orders...............c.v..t. 33.0 30.5 2.5
Outstanding letter of credit cheques.............ovivieen.. 4.0 4.1 -0.1
Other current liabilities..................... P 1.0 1.1 -0.1
1,521.5 1,620.0 —98.5

Deposit and trust accounts
Sundry funds deposited with, or held in trust by, the Receiver General
of Canada for various purposes are recorded in these accounts:

TABLE 45
(in millions of dollars)
Balance at March 31
DeposiT AND TRUST ACCOUNTS Increase
9 1964 or
(estimated) decrease (—)
Indian trust funds......... ...ttt 30.1 29.2 0.9
Guarantee deposits—
National Revenue..........ovuirenrvreneonrnennenennn. 5.0 4.9 0.1
Northern Affairs and National Resources............... 20.0 22.4 —2.4
’ 25.0 27.8 —2.8
Post office savings bank............ e 23.0 24.6 —1.6
Crown corporations deposits— .
Atomic Energy of Canada Limited..................... R 5.0 - 5.0
Crown Assets Disposal Corporation..................... 0.5 0.4 0.1
Eldorado Mining and Refining Limited.. 11.2 13.2 -2.0
Export Credits Insurance Corporation................... 10.0 10.0
26.7 18.6 13.1
Canadian Pension Commission—administration trust fund... 14.0 13.5 0.5
National Harbours Board—special accounts. ............... 12.4 13.3 -0.9
Instalment purchase of bonds, public service................ i1.0 12.5 —-1.5
Contractors holdbacks........... ... ..o i, 7.0 8.6 -1.6
Contractors securities—sundry departments:
onds.......oviiiiiinnny S 4.0 6.0 -2.0
Cash........ooo it 1.0 1.4 -0.4
Certified cheques.........ccooviiieiiiiiiiiiniiiinn, 0.6 —-0.6
6.0 8.0 —38.0
Army benevolent fund............ ..ol . 6.0 5.8 0.2
Canadian Arsenals Limited pension fund..................... 1.0 1.4 —0.4
Central Mortgage and Housing Corporation................. 1.0 -1.0
Common school funds—Ontario and Quebec................. 3.0 2.7 0.3
Emergency gold mining assistance—holdbacks.............. 2.3 2.2 0.1
Immigration guarantee fund............ ... cooiiiiii 1.4 1.1 0.3
National Research Council-—special fund.................... ] 2.3 2.3 -
Northwest Territories revenue account......coovevivveannns 2.4 2.4
Permanent services deferred pay.......coovvviriieinnerianes 4.0 3.7 0.3
Provincial tax collection agreements account®@ ... ........... 42.0 42,0
Royal Canadian Mint—prepayments.............cccvuivennnn, 1.0 2.5 ~1.5
Veterans land 'act trust account—general.................... - 5.0 4.3 0.7
United States of America.. 1.6 © 5.1 -3.5
Veterans care trust fund.... 3.0 2.7 0.3
ther..... eens e e e raeeeneeeetenteebeteteerienttiarenans 8.0 8.7 -=0.7
237.2 196.5 40.7
ol

) Included in the asset category *‘other loans and investments' at March 31, 1964.
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There was a net increase of $41 million during 1964—65 bringing the total
to $237 m11110n at March 31, 1965.

The main changes are a credit balance of $42 mllhon in the provmmal tax
collection agreements account (at March 31, 1964 this account reflected a debit
balance of $10 million which was included:in the asset category “other loans and
investments””) and an.increase of $13 million in Crown corporations deposits,
partly offset by a decrease of $4 million in the United States of America account
and $3 million in contractors securities. '

Annuity, insurance and pension accounts

Recorded herein are moneys held in the consolidated revenue fund to the -
credit of various annuity, insurance and pension accounts.

During 1964-65 an increase of $553 million brought the total balance to
$5,684 million at March 31, 1965. The main changes are increases of $304 million
in the public service superannuation account and $218 million in the Canadian
forces superannuation account.

TABLE 46
(in millions of dollars)

Balance at March 31 | |

ANNUITY, INSURANCE AND PEN8SION ACCOUNTS Increase
- 1965 1964 or

{estimated) decrease(—)
Unemployment insurance fund................. U 561.3 16.8 39.5
Less investment in bonds and accrued interest............... —43.0 —43.0
Uninvested funds on deposit with the government....... 13.3 16.8 -3.5
Public service superannuation account..................o 2,160.7 1,856.4 304.3
Canadian forces supemnnuatlon account.........o i 2,039.5 ©1,821.5 218.0
Government annuities............ ... i 1,302.2 1,284.2 18.0
Royal Canadian Mounted Police superannuation account.....} . 55.8 46.0 9.8
1070 73 112.5 ©106:1 6.4
' 5,684.0 5,131.0 553.0

Unemployment insurance fund

" The balance in the fund at March 31, 1965 was $56 million (of which $17
million represents a liability for unredeemed warrants and deposits from
employers) and consists of $43 million invested in special government bonds
(plus accrued interest) and $13 million on deposit with the Receiver General.
The balance in this fund at March 31, 1964 was $17 million consisting of cash
deposits with the government. However, there was a liability of $16 million
for unredeemed warrants and deposits from employers.

Receipts of $373 million during the fiscal year include employee and em-
ployer- contributions of $309 million, the government’s contribution of $62
million and $2 million in interest from investments. As benefit payments totalled
$334 million, receipts exceeded payments from the fund by $39 million during
1964-65. Receipts during 1963—64 totalled $357 million and included employee
and employer contributions of $297 million, the government’s contribution of
$59 million and $1 million in income from,mvestments Benefit payments during
1963-64 totalled $366 million resulting in a deficit for the year of $9 million.
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. TABLE 47
(in millions of dollars)
Fiscal year-ended March 31
UNEMPLOYMENT INSURANCE FUND 1965
: 1961 1962 1963 1964 (esti-
. mated)
Revenue—
Contributions— ) .
Eniployee and employer®................ 275.2 277.8 286.4 296.6 308.7
Government®........... . 55.1 55.5 57.3 59.3 61.6
Net income from investments. . ... 2.7 6.2 2.5 1.1 2.5
Otherincome.........coovviviiiniiininnanns 0.1 0.1]. 0.1 0.1 0.1
333.1 339.6 346.3 357.1 372.9
Expenditure—
Benefit payments......... ... ~513.9 | —454.7 | —403.2| —365.7 —333.8
Interestonloans..................oooiii, —0.4 —-3.0 —0.2 —0.2
Excess of revenue over expenditure or expenditure )
overrevenue (—)..........ooiiiiuiiiiiilionnin —181.2 | —118.1 —56.9 —-8.8 38.9
Balance at credit of fund at fiscal year-end......... 184.7 66.6 9.7 0.9 39.8
Government loans. ........... ... ... i 67.0
Unredeemed benefit warrants and deposits from )
employers. ...l 12.9 11.6 16.7 15.9 16.5
264.6 78.2 26.4 16.8 56.3
Investment in bonds and accrued interest.......... —247.0 —63.6 —11.8 —43.0
Balance on deposit with the government........... 17.6 14.6 14.6 16.8 13.3

() Contributions by employees and employers are on an equal basis.
@ Government contribution is equal to 20 per cent of the combined employee-employer contributions.

Government annuities account o

There was an increase of $18 million in this account dunng the year bringing
the balance to $1,302 million at March 31, 1965. Receipts of $78 million include
$27 million from premiums and $51 million in interest from the government.
Disbursements of $60 million consist mainly of vested annuity and commuted
value payments and refunds of premiums. In 1963-64 recelpts amounted to
$78 million and disbursements were $58 million.

Public service superannuation account

. The balance of $2,161 million in this.account at March 31, 1965 is $304
million higher than the balance at the previous fiscal year-end.

Receipts of $367 million consist of a credit of $119 million to this account in
1964-65 to bring the balance in the account into line with an actuarial evaluation
as at December 31, 1962 as calculated by the Department of Insurance, a credit
of $50 million in respect of salary revisions made in 1963-64 and 1964-65, con-
tributions of $61 million- by individuals, $56 million by the government, $3
million by certain Crown corporations and interest of $78 million credited to
the account by the government. Contributions by the government and Crown
corporations are equal to the estimated current and prior service payments of
individuals in 1963-64. Interest at 4 per cent per annum is credited to the
account quarterly and is computed quarterly on the outstanding balance at the
end of the previous quarter.

The credit of $50 million to the fund to prov1de for- addltlonal liabilities
due to an actuarial evaluation arising out of pay increases was charged to
“deferred charges—unamortized portions of "actuarial deficiencies”. Actuarial
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deficiencies arising out of pay increases authorized in 196364 are to be amortized
over a five year period commencing in 1964-65 and those arising out of pay
increases authorized in 1964-65 and subsequent years are to be amortized over-
a five year period commencing in the year in which the increase is authorized.

Disbursements totalled $62 million and included $51 million in annuities
and $11 million in withdrawals of contributions.

In 1963-64 receipts totalled $189 million and disbursements totalled $57
million.

Canadian forces superannuation account

The balance of $2,040 million at March 31, 1965 reflects an increase of
$218 million during the fiscal year.

Receipts of $247 million include $39 million in contributions by personnel,
$59 million in regular contributions by the government, $74 million in interest
credited by the government and a credit of $75 million in respect of additional
liabilities due to an actuarial evaluation resulting from increased rates of pay.
Regular government contributions are made at the rate of one and two-thirds
times the current and prior service contributions by personnel. Interest at
4 per cent per annum is credited to the account quarterly and is computed
quarterly on the outstanding balance at the end of the previous quarter.

The credit of $75 million to the fund to provide for additional liabilities
arising out of pay increases was charged to ‘“‘deferred charges—unamortized
portions of actuarial deficiencies”. Actuarial deficiencies arising out of pay
increases authorized in 1964-65 and subsequent years are to be amortized over
a five year period commencing in the year in which the increase is authorized.

Disbursements of $29 million include $18 million in pensions and retiring
allowances and $11 million in cash termination allowances and return of contri-
butions.

In 1963-64 receipts were $239 million and disbursements were $23 million.

Royal Canadion Mounted Police superannuation account . ‘
The balance of $56 million in this account at March 31, 1965 is $10 million

over the total of $46 million at the end of the previous fiscal year.

Receipts of $11 million consist of $2 million in contributions by personnel,
$3 million in contributions by the government, $2 million in interest credited
to the account by the government and a credit of $34 million in respect of addi-
tional liabilities resulting from increased rates of pay.

The credit of $37 million to the fund to provide for additional liabilities
due to an actuarial evaluation arising out of pay increases was charged to
“deferred charges—unamortized portions of actuarial deficiencies”. Actuarial
deficiencies arising out of pay increases authorized in 1964-65 and subsequent
years are to be amortized over a five year period commencing in the year in which
the inecrease is authorized.

Disbursements are due mainly to annuities and allowances of $400 thousand
and cash termination allowances and return of contributions of $200 thousand.

In 196364 receipts were $9 million and disbursements were $600 thousand.

Old dge securily fund

.. Under the Old Age Security 'Act, as amended, pensions of $75 per month
are paid, without a means test, from the old age security fund to all eligible
persons seventy years of age or over. . : .
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During 1964-65 receipts of $953 million exceeded pension payments of
$889 million by $64 million. Receipts consist of $432 million from the 4 per cent
tax on personal income (maximum $120), $378 million from the 3 per cent sales
tax and $143 million from the 3 per cent tax on corporation profits.

* During the year temporary loans from the Minister of Finance were reduced
by $64 million to $36 million at March 31, 1965.

In 1963-64 pension payments of $808 million exceeded receipts of $750
million requiring temporary loans of $58 million from the Minister of Finance.
Loans to the fund at March 31, 1964 totalled $100 million.

TABLE 48
(in millions of dollars)

Fiscal year ended March 31

OLp AGE SecuriTY FUND ' 1965
1961 1962 1963 1964 (esti-
. : mated)
Tax receipts— )
Sales tax. ..o e e 270.2 284.9 302.2 331.8 378.0
Personal income tax.............ooiiin 229.4 259.0 273.7 .302.6 432.0
Corporation income tax................... e 103.5 100.1 115.2 115.7 | 143.0
Total tax receipts..................... 603.1 644.0 691.1 750.1 { 953.0
Pension payments................. et —592.4 —025.1 —734.4 —808.4 —889.0
Excess of receipts over pafyments .................. 10.7 18.9 —43.3 —58.3 64.0
Temporary loans brought forward................. —28.0 —17.3 —41.7 ~100.0
Balance in fund brought forward................... . 1.6
Temporary loans from the Minister of Finance to
cover deficitinfund.................... oLl 17.3 . 41.7 100.0 | 36.0
Balance in fund......... e 1.6

A distribution by provinces of pension payments from the old age security
fund for the last two years is shown in the following table:

TABLE 49
(in millions of dollars) -

Fiscil[ yez;lr 3('elnded
arc
OLp AGE SECURITY PAYMENTS Increase
' ’ 1965 1964
(estimated)
Newfoundland.......................... e 16.8 15.4 1.4
NOva SCotim. . .ottt et 40.4 37.1 3.3
7.1 6.5 0.6
29.7 27.2 2.5
190.9 172.0 18.9
323.5 292.5 31.0
53.4 48.9 4.5
55.1 50.8 4.3
60.1 54.8 5.3
111.4 102.6 8.8
0.6 0.6
889.0 808.4 80.6
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Undisbursed balances of appropriations to special accounts

These special accounts record the undisbursed balances of appropriations
for which moneys have been appropriated by Parliament and from which dis-
bursements may be made for authorized purposes in periods subsequent to that
in which the appropriation was made. A net decrease of $6 million in these
accounts during the fiscal year brought the balance at March 31, 1965 to $106
million.

During the fiscal year a grant of $49.million was credited to the Colombo
plan fund and charged to budgetary expenditure. Disbursements of $44 million
result in a balance of $89 million in the fund at March 31, 1965. In 1963-64 there
was a grant of $42 million and disbursements were $43 million.

TABLE 50
(in millions of dollars)

Balance at

March 31 Increase
UNDISBURSED BALANCES OF APPROPRIATIONS ‘or
- TO SPECIAL ACCOUNTS 1965 1964 decrease (—)
(estimated) .

Colombooplanfund............. ... ..o, 89.0 - 84.5 4.5
Railway grade crossing fund 9.6 17.6 -8.0
National capital fund...... U . 6.4 —6.4
Centennial of confederation fund 7.0 3.0 4.0
‘Other.............. P 0.1 0.1

105.7 111.6 —-5.9

O Less than $50,000,

The balance of $10 million in the railway grade crossing fund at March
31, 1965 is $8 million less than at the previous fiscal year-end. The decrease is
the result of disbursements of $13 million exceeding the amount of $5 million
credited to the fund and charged to budgetary expenditure.

The balance in the national capital fund is less than $50 thousand compared
with $6 million at the previous fiscal year-end. Disbursements of $11 million
from the fund exceed credits of $5 million by the government. :

The balance in the centennial of confederation fund was $7 million at
March 31, 1965, an increase of $4 million over the balance at the previous fiscal
year-end. During 1964-65 an amount of $4 million was credited to the fund
and charged to budgetary expenditure. No disbursements were made from the
fund during 1964-65.

Deferred credits

Recorded in these accounts are amounts due the government in respect of
which payment is deferred. These are contra accounts to corresponding items
under the asset categories: “loans to, and investments in, Crown corporations”,
“loans to national governments”, and “other loans and investments”. A net
decrease of $9 million in these accounts during the fiscal year brought the balance
at March 31, 1965 to $111 million. :

Deferred interest in respect of The St. Lawrence Seaway Authority, which
is a contra account to a corresponding item in “loans to, and investments in,
Crown corporations”, decreased by $25 million during the year bringing the
bfmlgmce at March 31, 1965 to $39 million. See the asset account for explanation
of decrease. :
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TABLE 51
(in millions of dollars)
Balance at March 31 Increase
DErreRRED CREDITS 1965 or
(estimated) 1964 decrease (—)
Deferred interest—
The St. Lawrence Seaway Authority................... 39.0 63.8 —24.8
United Kingdom Financial Agreement Act, 1946........ 63.8 44,2 19.6
Northern Canada Power Comumission................... 2.0 1.6 0.4
104.8 109.6 —4.8
Balances receivable under agreements of sale of Crown assets. 3.0 4.7 -1.7
Crown Assets Disposal Corporation—government equity.... 3.0 5.1 ~2.1
110.8 119.4 ~8.6

Deferred interest in respect of the loan under the United Kingdom Financial
Agreement Act, 1946, which is a contra account to a corresponding item in “loans
to national governments”, increased by $20 million during the year bringing the
balance at March 31, 1965 to $64 million. See the asset account for explanation
of increase.

Balances receivable under agreements of sale of Crown assets are contra
accounts to corresponding items under the asset category “other loans and
investments”. During the year payments of $2 million leave an outstanding
balance of $3 million at March 31, 1965. There were no new agreements of sale
during the year. o

The government equity in the agency account of Crown assets disposal
corporation is a contra account to a corresponding asset account under ‘“‘other
loans and investments”’. The balance in the account at March 31, 1965 was
$3 million, a decrease of $2 million from the total at the previous fiscal year-end.

Suspense accounts

These consist of balances where some uncertainty as to disposition exists.

A net increase of $1 million during 1964-65 brought the outstanding balances
to $6 million at March 31, 1965.

The replacement of materiel account, which was 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 author-
ized by the Governor in Council to be sold to other countries. The account is
debited with disbursements representing amounts paid for procurement of
replacement materiel. During 1964-65 credits to and disbursements from the
account were approximately $500 thousand each resulting in the balance of $1
million remaining approximately the same as at March 31, 1964.

TABLE 52
(in millions of dollars)

Balance at March 31

SusPENSE ACCOUNTS Increase
1964 or
(estimated) decrease (—)
Replacement of materiel, sec. 11, National Defence Act..... 1.0 1.0
Urclaimed cheques. ........oovirievieieiiiiiiiannn, 1.0 1.3 —0.3
Other............oen., ST U 4.0 2.8 1.2

6.0 5.1 0.9
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Unmatured debt

Unmatured debt at March 31, 1965 totalled $18,983 million, $243 million
more than at the end of the previous fiscal year. Obligations payable in Canada
were $18,607 million and those payable in New York were $376 million. At March
31, 1964 unmatured debt consisted of $18,364 million payable in Canada and

$376 million payable in New York.

TABLE 53
(in millions of dollars)
Balance at March 31
UNMATURED DEBT Increase
1965 1964 or
(estimated) decrease (—)
Payable in Canada—
Marketable bonds................ N 10,866.3 11,041.4 —175.1
Non-marketable bonds—
Canada savingsbonds...............ooitivniinn... 5,557.0 5,092.3 464.7
Unemployment Insurance Commission.............. 43.0 43.0
16,466.3 16,188.7 382.6
Treasury bills...... S T PP 2,140.0 2,230.0 —90.0
18,606.3 18,363.7 242.6
Payable in New York®M . .. ... .o, (2376.4 0376.4
18,982.7 18,740.1 242.6

) Marketable bonds.

® Converted at the official parity rate of $1 U.S.=$1.08108 Canadian.

Details of the various loan issues, maturities, redemptions and cancellations
- resulting in the net increase are described more fully in the section “The Public

Debt”.

TOTAL ASSETS'

Fiscal Years Ended March 31

Billions of Dollars

== —_—_=-= 29 OTHER ASSETS X
/—”A 1% CASH AND OTHER CURRENT ASSETS 1
16% . OTHER LOANS AND INVESTMENTS
12% LOANS TO CA.NADlAN NATIONAL RAILWAYS
LOANS TO CENTRAL MORTGAGE —
19% AND. HOUSING CORPORATION
23% ADVANCES TO EXCHANGE FUND ACCOUNT
179 LOANS TO NATIONAL' GOVERNMENTS
3 AND INTERNATIONAL ORGANIZATIONS
1961 1962 1963 1964 1965% 1965*
* Ectimared

1. As shown on table

"Summary of aszets end liabilities”, This chart does not reflect the reserve for losses on reclization of assels.
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AssET ACCOUNTS

Current assets

These accounts consist of working capital advances and revolving funds, -
the security investment account and various cash accounts.

Total current assets at $1,295 million reflect an increase of $8 million during
1964-65. The main changes are a new account of $219 million in investments in
special United States of America securities—Columbia River Treaty and
decreases of $151 million in cash in current and special deposits, $38 million
in the agricultural commodities stabilization account and $40 million in the
securities investment account.

TABLE 54
(in millions of dollars)
Balance at March 31 Increase
CURRENT ABSETS 1965 or
. (estimated) 1964 decrease (—)
‘Cash in current and special deposits®................00..0... 678.0 '829.0 —151.0
Cash in hands of collectors and in transit.................... 169.0 155.6 13.4
Dep‘artmengal working capital advances and revolving
. funds— ’

. Agricultural commodities stabilization account .......... 26.0 64.0 —38.0
Defence production revolving fund...................... 29.2 27.8 1.4
Royal Canadian Mint.............covrviiniieineiena.. 20.0 29.4 - —9.4
Miscellaneous departmental imprest and advance ac-

COUMES. e e vvesee et et eeaenatceeniamatraeaaasonnns 17.0 17.0
Stockpiling of uranium concentrates.............. T 24.3 13.5 10.8
(107113 A 17.0 17.1 —0.1
. 133.6 . 168.8 —35.8
‘Securities invéstment acCouRt......oiuiii it 59.9 99.9 —-40.0
Investments in special United States of America securities—
Columbia River Treaty..........coviviiiiiiniianennn. 219.4 219.4
Moneys received after March 31 but applicable to the current,
=P 17.0 17.0
Post Office~—cash on hand and in transit...!.... bl 17.5 16.5 1.0
Bank of Canada settlement account re outstandmg treasury -
cheques................................:,.‘ .............. ’ 0.3 0.3
N ' 1,204.6 1,287.1 7.5

, M Receiver General year-end balances in London, New York, Paris and Bonn are at the Canadmn
dollar equivalent of exchange rates at March 31, 1964 and March 31, 1965.

i The agricultural commodities stabilization account records the operations
of the Agricultural Stabilization Board. The board’s operations resulted in a net
‘decrease of $38 million during 196465 bringing the balance at March 31, 1965
to - $26 million.

¢ The balances of $20 million in the Royal Canadian Mint bullion and coinage
accounts at March 31, 1965 are $9 million less than at the previous fiscal year-end.

The stockpiling of uranium concentrates account records the acquisition
‘of uranium concentrates in accordance with contracts entered into with the
approval of the Governor in Council by the Eldorado Mining and Refining
Limited on behalf of Her Majesty in the right of Canada with certain mining
companies. During 1964-65 this account increased by $11 million to a balance
of $24 million at March 31, 1965.

. “Investments in special United States of America securities—Columbia
‘River Treaty’” is a new account which records special securities issued by the
Government of the United States of America in connection with the terms of
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the Treaty between the Governments of the United States and Canada and the
agreement between the Governments of Canada and the Province of British
Columbia. The balance in the account at March 31, 1965 was $219 million.

The securities investment account decreased $40 million during 1964-65
to a balance of $60 million at March 31, 1965.

Advances to the exchange fund account

Advances during the year to the exchange fund acecount to finance the
purchase of gold and foreign exchange amounted to $699 million and repayments
to $679 million, an increase of $20 million resulting in a balance of $2,621 million
at March 31, 1965.

During 1963-64 advances were $840 million, repayments were $975 million
bringing outstanding advances at March 31, 1964 to $2,601 million.

(Simkmg fund and other mvestments held for retirement of unmatured
ebt .

Holdings in this account totalled $6 million at March 31, 1965 compared
with a nil balance at the end of the previous fiscal year. These consist of $4
million of the 22 per cent loan due September 1, 1974 and $2 million of the
22 per cent loan due September 15, 1975, both issued in New York.

Loans to, and investments in, Crown corporations ~

Loans and investments in this category amounted to $5,008 million, an
increase of $423 million over the total at March 31, 1964.

TABLE 55
(in millions of dollars)
) Balance at March 31 Increase
Loans To, AND INVESTMENTS IN, CROWN CORPORATIONS 1965 or
) (estimated) 1964 decrease.(—)
Atomic Energy of Canada Limited. 66.6 -53.6 13.0
Bank of Canada................ 5.9 5.9
Canadian Arsenals Limited 7.5 7.5
Canadian Broadecasting Corporation. .. *3.0 3.0
Canadian Commercial Corporation..............ccovoen., 5.5 5.5
Canadian National Railways.............. e 1,430.6 1,405.9 24.7
AirCanada........cooiiiiiiii i 3.6 5.0 —1.4
1,484.2 1,410.9 23.8
Canadian Overseas Telecommunication Corporation 56.3 55.5 0.8
Central Mortgage and Housing Corporation. 2,137.1 1,916.1 221.0
Eldorado Mining and Refining Limited. 8.2 8.2
Export Credits Insurance Corporation. - 92,2 58.4 33.8
Farm Credit Corporation....... 441.3 338.9 102.4
National Capital Commission 30.1 21.9 8.2
‘National Harbours Board............ 200.7 198.1 2.6
Northern Canada Power Commission. .. 28.8 22.4 6.4
Polymer Corporation Limited.............................. 30.0 30.0
The St. Lawrence Seaway Authority— :
Li0anS. e e 370.4 352.0 18.4
" Deferred interest. ...ttt 39.0 63.8 —24.8
409. 4 415.8 — 6.4
Recovery likely to require parhamentary appropnatlons—
Canadian Broadcasting Corporation................c..... - 14,2 14.2
National Capital Commission—Greenbelt.............. 34.5 31.1 3.4
’ A ’ . 48.7 81.1 17.6
Other Crown Corporations........o.ovvvivernneenreonnonnnn. 2.0 1.4 0.6
5,007.5 4,584.2 423.3
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Canadian National Railways (including Air Canada)

Outstanding advances to the Canadian National Railways at March 31,
1965 of $1,434 million were $23 million more than the total of $1,411 million at
the previous fiscal year-end. :

TABLE 56
(in millions of dollars)
Balance at March 31
ADVANCES T0 THE CANADIAN NATIONAL RAILwAYS Inc(r)?ase
(estimated) 1964 decrease {—)
Capital Revision Act, 1952— !

Preferred stocK. . ...o.ooutiiiii i 1,020.2 995.5 24.7

Twenty-year obligation..........................oo... 100.0 100.0

Financing and Guarantee Act, 1960......................... 27.0 27.0

Financing and Guarantee Act, 1961..................cc.o...s 28.4 28.4

Refunding Act, 1055, ..., ... . .oitiiiiei i, 238.0 238.0

Canadian Government Railways........................... 17.0 17.0
AirCanada......c.............. e 3.6 5.0 —1.4
1,434.2 1,410.9 23.3

During the 1964-65 fiscal year the government made available to the
company $68 million and received repayments of $45 million. In 1963-64
comparable amounts were $73 million and $101 million respectively.

TABLE 57
(in millions of dollars)
Fiscal year ended
' March 31 Increase
ADVANCES T0, AND REPAYMENTS BY, THE or
CANADIAN NaTIONAL RAILWAYS 1965 1964 decrease (—)
(estimated)
Advances—
For interim financing of income deficits—
Canadian National Railways.................... . 38.7 43.0 —4.3
AirCanada........oviiiinier i, 4.6 5.0 —0.4
Total advances......................coovnats. 43.3 48.0 —4.7
Purchase of 4 per cent preferred stock (C.N.R. Capital
Revision Act, 1952)....cooeve it i 24.7 24.8 —-0.1
68.0 72.8 —4.8
Repayments—
Advances for capital and refunding purposes............. —53.7 53.7
Advances for interim financing of income deficits—
Canadian National Railways....................... —38.7 —43.0 4.3
AirCanada...........ooiii i —6.0 —4.5 -~1.5
—44.7 j-101.2 §6.6
Net increase or decrease (—) during the fiscal year......... 23.3 —28.4 51.7

To assist the company to finance further capital expenditure during the
year, the government purchased $25 million of the 4 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 3 per cent of the
gross revenue of the company.

The government also provided the company with temporary loans of $39
million in respect of its 1964 income deficit which were repaid when the company’s
income deficit was charged to 1964-65 budgetary expenditure.
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At March 31, 1964 temporary loans of $5 million were outstanding to
Air Canada in respect of its 1964 operations. An additional $1 million was
advanced during the year for its 1964 operations. These have been repaid by the
company during 1964-65. However, additional loans of $4 million have been
made. during 1964-65 in respect of the company’s 1965 operations.

Central Mortgage and Housing Corporation

The balance of $2,137 million in this account at March 31, 1965 is $221
million higher than at March 31, 1964, and comprises the Crown’s investment
of $25 million in the capital of the corporation and $2,112 million in loans and
advances.

Loans and advances to the corporation were $321 million in 1964-65 and
repayments were $100 million. In 1963-64 advances were $199 million and repay-
ments were $86 million.

Advances comprise $245 million for direct lending and limited dividend
housing, $22 million for federal-provincial projects for housing, $32 million
in respect of municipal sewage treatment and $22 million for university housing.

Repayments comprise $100 million of which $82 million was for direct
lending and limited dividend housing, $14 million for housing and $4 million in
respect of acquisition or construction of real estate.

TABLE 58
(in millions of dollars)

Fiscal year ended
ADVANCES TO, AND REPAYMENTS BY, CENTRAL March 31 Inc;:ase
MortGeage AND HousiNg CORPORATION 1965 1064 decrease (—)
(estimated) :
Advances—
Direct lending and limited dividend housing............ 244.7 120.0 124.7
Federal-provincial projects—housing.................... 21,7 9.4 12.3
Municipal sewage treatment............................ 32.6 48.0 —15.4
University housmg ..................................... 22.0 22.0
321.0 199.4 121.6
Repayments—
Direct lending and limited dividend housing............ —82.0 —68.1 —13.9
Federal-provincial projects—housing.................... ~13.8 -3.7 —10.1
Municipal sewage treatment.................. ... ... ... —0.3 —11.7 11.4
University housing. ..o ... —0.2 —0.1 —0.1
Acquisition or construction of real estate................ —3.7 —2.5 -1.2
' —100.0 —86.1 —13.9
Net increase during the fiscal year.......................... 221.0 113.3 107.7

Canadian Broadcasting Corporation
There was no change in the advance for working capital durmg 1964-65,
the balance remaining at $3 million at March 31, 1965.

However, during the year advances to the corporation for the purpose of
capital expenditures totalled $14 million. Recovery of these advances is likely to
require parliamentary appropriations in subsequent fiscal years.

96408—13
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Ezxport Credits Insurance Corporation

The balance of $92 million in this account at March 31, 1965, consisting of
$5 million in capital stock, $5 million in working capital and $S2 million in loans
under section 21a of the Export Credits Insurance Act, reflects an increase of
$34 million over the previous fiscal year-end.

Farm Credit Corporation

The government provides loans to the corporation which makes loans on
farm property. The balance of $441 million in the account at March 31, 1965
consists of the Crown’s investment of $17 million in the capital of the corporation
and $424 million in loans and advances. At March 31, 1964 the balance was
$339 million consisting of capital investment of $13 million and loans and ad-
vances of $326 million.

The 1964-65 transactions in the account consisted of additional subscrip-
tions by the government of $4 million to the capital of the corporation, loans and
advances of $111 million and repayments by the corporation of $13 million.

The St. Lawrence Seaway Authority

Outstanding loans in this account amounted to $370 million at March 31,
1965, an increase of $18 million over the previous year-end balance of $352
million. No repayments were received in 1964-65.

Deferred interest decreased to $39 million at March 31, 1965 due to a pay-
ment of $43 million offset in part by a charge to the account of $18 million in
respect of the deferment of interest due on December 31, 1964. '

The large repayment of deferred interest was made possible by a payment
of $27 million by the Minister of Finance to the authority in respect of the
accumulated deficit of the Welland Canal for the calendar years 1959 to 1964
which was charged to Department of Transport expenditures in 1964-65 and a
loan of $13 million, subject to such terms and conditions as the Governor in
Council may approve.

National Capital Commission

Loans to acquire property in the “Greenbelt” area increased by $3 million
during the year bringing the balance to $35 million at March 31, 1965. Recovery
of these loans is likely to require parliamentary approprxatlons in subsequent
fiscal years. .~ .

Loans to acquire property excluding the “Greenbelt” area increased by $8
mllhon to $30 m11110n at-March 31, 1965.

Other Crown Corporations

-Loans to Atomic Energy of Canada Limited increased by $13 million during -
1964-65, loans to the Canadian Overseas Telecommunication Corporation by
$1 mllhon ‘loans to the National Harbours Board by $3 million and loans to the
Northern Canada Power Commission by $6 million.

Loans to national governments

A net increase of $11 million in this category during 1964-65 brought total
balances to $1,207 million at March 31, 1965 from $1,196 million at the previous
fiscal year—end

The Government of the United ngdom deferred the payment of principal
and interest due December 31, 1964 on the $1,185 million loan made under the
$1,250 million credit authorized by the Umted Kingdom Financial Agreement
Act 1946, the principal outstanding at the close of the year remaining at $995
mllhon and deferred interest increasing by $20 million to $64 million. The
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deferment of ‘principal and interest was by an agreement between the Govern-
ment of Canada and the Government of the United Kingdom that was approved
by a 1957 Act to amend the United Kingdom Financial Agreement Act, 1946.
The agreement which became effective April 29, 1957, permits the United
Kingdom in lieu of any right of waiver hitherto existing to defer after December
31, 1956, seven instalments of principal and interest under certain conditions.
Interest at 2 per cent is payable on deferred instalments of both principal and
interest.

Advances under Part II of the Export Credits Insurance Act to Belgium,
France and The Netherlands to assist them in the purchasing of goods in Canada,
were reduced by a repayment of $2 million during the fiscal year, bringing the
balance at March 31, 1965 to $127 million. The decrease of $2 million was
the regular annual repayment by the Government of Belgium. There were no
repayments by the Governments of France and The Netherlands as each of these
countries had made advance payments in 1962-63 covering instalments up to
and including the 1969 instalment.

Special loans from Canada to Colombo plan countries to finance the purchase
of wheat and flour amounted to $12 million at March 31, 1965, a reduction of
$5 million from the previous fiseal year. : :

Loans to India for the purchase in Canada of aircraft and associated spare
parts, amounting to $9 million at March 31, 1965, were reduced by a payment
of $1 million during the fiscal year.

TABLE 59
(in: millions of dollars)
. . Balance at March 31
Loans 10 NattoNAL GOVERNMENTS — . Increase
> o 1965 1964 or
(estimated) decrease (—)
Loans to United Kingdom— o
The United Kingdom Financial Agreement Act, 1946. .. 995.1 995.1 . .
Deferred interest............ A 63.8 " T 4.2 19.6
: 1,068.9 1,039.83 19.6
Loans under the Export Credits Insurance Act, Part 11— .
Belgium. ... e 27.7 30.0 - -2.3 .
France..................colle. P 67.0 - . 67.0
The Netherlands..............ooviiiiiiii ... 32.1 32.1
126.8 129.1 —2.8
Special loans to Colombo plan countries to finance the pur-
chase of wheat and flour from Canada— - .
Ceylon. ..ot e e 0.8 1.1 —0.3
India. oo e 10.7 15.4 —4.7
11.6 16.5 —6.0
Miscellaneous loars and advances—
India—loan for purchase in Canada of aircraft and associ- -
ated Spare PArtS............oveininnens P 9.0 10.0 —1.0
France—interim credit—consolidated interest........... 0.7 0.7
Other. . e e . . 0.1 0.1
. 9.8 10.8 —1.0
1,207.0 1,195.7 11.3

Other loans and investments

Balances in these accounts totalled $1,160 million at March 31, 1965, a
decrease of $38 million from the previous fiscal year. :

Canada’s subscriptions to the capital of international organizations are
$8 million higher due to additional subscriptions of $8 million to the inter-
national development association. Working capital advances and loans to
international organizations are approximately the same as at the previous fiscal
year-end. _ S -
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Loans to provincial governments were reduced by $5 million to $109 million
at March 31, 1965. The main items making up the reduction are: a decrease of $10
million in the provincial tax collection agreements account (at March 31, 1965,
this account reflects a credit balance of $42 million which is recorded in the
liability category “deposit and trust accounts”); a decrease to $13 million in

TABLE 60

(in millions of dollars)

Balance at March 31

OrHER LoANS AND INVESTMENTS

Increase

or
decrease (—)

1965
(estimated) 1964
Subscriptions to capital of, and working capital advances and
loans to, international organizations—
Canada’s subscriptions to capital of—
International bank for reconstruction and develop-
90T 1 O Y 80.5 80.5

International development association 40.7 32.8 7.9

International finance corporation.................... 3.5 3.5

International monetary fund........................ 577.3 577.3
Working capital advances and loans to international

Organizations........coiveeine i iiiiiieianans 8.0 8.0

710.0 702.1 7.9
Loans to provincial governments—

T 7 7SR N 6.3 6.8 —0.5
British Columb: 12.5 15.5 -3.0
Maritoba....... .. 11.0 11.6 —0.6
New Brunswick.................... . 39.2 3.4 4.8
Newfoundland...........cvieeriiiiiviiiiininieirnnnnns 0.5 0.5
NOva SCotia. . .outeiee ittt it eans 11.4 7.2 4.2
Saskatchewan. ..ot iiiiiiniia 28.1 27.2 0.9
Provincial tax collection agreements account............ 10.4 -10.4

109.0 113.6 —4.6
Veterans land act advances.........c.covvenniiiiiiinirneenes 255.5 243.3 12.2
Less reserve for conditional benefits—Veterans Land Act, ‘
B8 —24.3 —26.3 2.0
231.2 217.0 " 14.2
Municipal development and loan board advances............ 9.3 9.3
Less reserve for forgiveness of indebtedness................. -1.8 —1.8
7.6 7.6
Miscellaneous—
Assisted passage scheme (section 69, Immigration Act,

LS TR 1557 S P 4.0 2.7 1.3
Balances receivable under agreements of sale of Crown

LT T PN 4.0 6.0 -2.0
City of Montreal—

Atwater tunnel........ ... .ol 2.0 1.9 0.1

St. Remitunmel..............oiiiiiiiiiiiiiinnnn 1.0 1.1 -0.1
City of Whitehorse............ ... . ..o i, 2.0 2,0
Construction of dock and rail facilities for Steep Rock

Iron Mines Limited ....c...c.oovoiiiiiiieiiniinnnne. 1.0 1.3 -0.3
Crown Assets Disposal Corporation—

Government equity in agency account.............. 3.0 5.2 -2.2
Dominion Coal Company Limited...................... 4.5 5.0 —0.5
Hamilton Harbour Commissioners..................... 2.0 1.5 0.5
Housing projects for Canadian forces.................... 19.5 17.9 1.6
Municipal Improvements Assistance Act, 1938........... 1.0 1.1 —0.1
New Westminster Harbour Commission................ 1.0 1.5 ~0.5
Northwest Territories.........c.ooooviiiiiiiiiiieneen 4.0 3.2 0.8
0Old age security fund—temporary loans................. 36.0 100.0 —64.0
Town of Oromocto Development Corporation........... 1.0 1.2 —0.2
Yukon Territory...ooovieieiiie i irnninnen 4.9 4.2 0.7
Recovery likely to require parliamentary appropria-

tions—Town of Oromocto, New Brunswick......... 4.0 3.7 0.3
Other. .o i e 7.5 5.6 1.9

108.4 165.1 —62.7
1,160.1 1,197.8 -37.7
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loans to British Columbia due to a repayment of $3 million by the province; an
increase to $39 million in loans to New Brunswick due to new loans during the
year of $9 million partly offset by repayments by the province amounting to $4
million; and an increase in loans to Nova Scotia to $11 million due to new
loans during the year of $4 million.

Advances are made by the government under the Veterans Land Act for
the acquisition, by the Director, of properties, buildings, materials, live stock,
farm equipment and commercial fishing equipment for purposes of the act, for
sale to qualified veterans of world war 2 and Korea under sales agreements which
carry specified conditional benefits if the terms of such agreements are adhered
to by the veteran. Advances during 1964-65 of $38 million and repayments of
$26 million brought outstanding advances at March 31, 1965 to $255 million. This
is partially offset by a reserve for conditional benefits amounting to $24 million,
resulting in a balance in this account of $231 million at the year-end.

Under the Municipal Development and Loan Act, assented to on August 2,
1963, advances are made to the Municipal Development and Loan Board to
provide financial assistance by way of loans to municipalities to augment or
accelerate municipal capital works programs. Where the municipal project in
respect of which a loan is made is completed on or before March 31, 1966,
the board shall forgive payment by the municipality of 25 per cent of the principal
amount of the loan. If a project is not completed as at March 31, 1966, the board
shall forgive 25 per cent of that portion of the loan that has been advanced to the
municipality as of March 31, 1966. At March 31, 1965 advances totalled $9
million. These loans are partly offset by a reserve of $2 million for forgiveness of
indebtedness.

Miscellaneous loans and investments in the amount of $102 million reflect
a net decrease of $63 million from the March 31, 1964 total. The decrease is due
mainly to a reduction of $64 million in temporary loans by the Minister of
Finance to cover the deficit in the old age security fund. A payment of $500
thousand due by the Dominion Coal Company Limited on December 31, 1964
has not been paid and discussions concerning it are proceeding with the company.

Securities held in trust - : ,

Recorded herein are the security holdings of various deposit and trust
accounts 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, 1965 was $39 million, approximately the same as at the previous fiscal
year-end. :

Deferred charges

The balance of $215 million in this category at March 31, 1965 was $186
million less than at March 31, 1964, reflecting a net decrease of $174 million in
the unamortized portions of actuarial deficiencies in the superannuation accounts
and a decrease of $12 million in unamortized loan flotation costs.

Unamortized portions of actuarial deficiencies

These aceounts record the unamortized portions of the actuarial deficiencies
in the public service, the Canadian forces and the Royal Canadian Mounted
Police superannuation accounts which are set up as deferred charges.

During 1964-65 the unamortized portion of the actuarial deficiency in the
public service superannuation account was inereased by $119 million as a result
of an actuarial evaluation as at December 31, 1962 as calculated by the Depart~
ment of Insurance and $50 million as a result of salary revisions made in 1963-64
and 1964-65.. However, upon parliamentary approval the unamortized portion
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at March 31, 1964 of $277 million plus the actuarial evaluation of $119 million
will be charged to net debt and $10 million, representing one fifth of the $50
million in respect of salary increases, will be charged to budgetary expenditure.
These transactions resulted in a net decrease of $237 million bringing the balance
to $40 million at March 31, 1965.

During 1964-65 the unamortized portion of the actuarial deficiency in the
Canadian forces superannuation account was increased by $75 million as a result
of salary revisions, of which one fifth or $15 million will be charged to budgetary
expenditure upon parliamentary approval, leaving a balance of $60 million in the
account at March 31, 1965.

During 1964-65 the unamortized portion of the actuarial deficiency in the
Royal Canadian - Mounted Police superannuation account was increased by
$3% million as a result of salary revisions, of which one fifth or $700 thousand will
be charged to budgetary expenditure upon parliamentary approval leaving a
balance of $3 million at March 31, 1965.

Unamortized loan flotation costs

This account records the residual balances of discounts, commissions,
redemption bonuses and conversion premiums on loan flotations that have not
been charged to budgetary expenditure. The balance at March 31, 1965 of
$112 million is $12 million less than the previous year-end balance.

TABLE 61
(in millions of dollars)

Fiscal year ended March 31

UnaMortizep Loan Froration Costs

1965
(estimated) 1964

Balance of account at beginning of fiscal year.....................u.... 123.7 131.6

New flotation costs to be amortized-— . i
33% loan May 1, 1964—July 1, 1965........000ieviirinnennnrnnnannn
5% loan May 1, 1964—July 1, 1969. .....ooirireiiiinenieennnnnns
53% loan May 1 1964—May 1 1990... ...
34% loan Oct. 1,1964—Dec. 1, 1965..... ..o iieninnnnn.
33% loan Oct. 1, 1964—0ct. 1, 1967, ... c.ovurrvninenirerrenenenen..
5% loan Deec. 1, 1964—June l, 1970, e

3% loan Feb. 1, 1965—May 1, 1966......cooivenrnneneeaennnnnn.
5% loan Feb. 1,1965—0ct. 1, 1973 . ..o oot e ieeann
Adjustments®.......... ..

Treasury billa discount
Canada savings bonds—adjustment of previous issues..............
Canada savings bonds—new issue.........c.oooviririeneennnnnn..
31% loan June 1, 1963—July 1, 1964......ccvvene e eninannnn.,
5% loan June 1, 1963—June 1, 1088, . e e
339% loan Oct. 1,1963—0ct. 1, 1964. ... .o0erint it iiieeaeaannnnn,
419 loan Oct. 1, 1963—Apr. 1, 1965. ... ..ot iiiiiannnn
5% loan Oct. 1, 1963-—0ct. 1, 1968. . .....0vuiririiiiininenanen,
319% loan Dec. 15, 1963—Dec. 15, 1964. .. c0vuneeinineernneennennn..
41% loan Dec. 15, 1963—Dec. 15, 1966....000evve e eeeeer .
31% loan Feb. 1, 1964—Feb. 1, 1965.........c0vviviviinnnnnnnnn..
34% loan Feb. 1, 1964—Feb. 1, 1966............cccovninieiunnannn...
419, loan Feb. 1, 1964—Jan, 15, 1968...........covviviininiinnennn.
5% loan Feb. 1, 1964—June 1, 1988.............. e,

—
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s

[
CORNWHMOD =R WW D

BN OONOO N =D
LOWHRNDWH = ~JOWNR DO 0N

89.2

L3

Legs—

Amortization applicable to fiscal year— .
Canada savings bonds and general loans....................... —37.0 —36.3
Discount on treasury bills charged to interest on public debt...| —13.8 ~14.9

—50.8 —-51.2

fncrease or decrease (—) duringthe year.............cccoviviiunvninn. —11.6 _ -7.9

Balance of account at end of fiscal year............covvveienninnnann... 112.1 123.7

O Adjustments due to cancellations, exchanges, conversions and additional issues of existing loans.
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Cost of new loans issued during 1964-65 and charged to the account amounted
to $39 million, of which $13 million is in respect of treasury bills discounts
which will be charged to interest on public debt in 1965-66. Credits to the
account were $51 million of which $37 million was a charge to the budgetary
item “annual amortization costs”’ and $14 million (representing discount ap-
plicable to 1964-65 on treasury bills sold in 1963-64) was a charge to the budge-
tary item “‘interest on public debt’’.

Suspense accounts

The only item in this category was the cheque adjustment suspense account
which reflected 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. The balance
of $200 thousand will be charged to net debt in 1964-65 upon parliamentary
approval.

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
construction, 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 herein. 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 respectively 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 was no change in this reserve during the year, the balance at March 31,
1965 being $546 million, unchanged from the end of the previous fiscal year.

Ner DesT

The net debt of Canada, or the excess of liabilities over net recorded assets,
amounted to $15,549 million at March 31, 1965, $479 million higher than at
March 31, 1964. The increase reflects the estimated 1964-65 budgetary deficit
of $83 million plus a charge to net debt, upon parliamentary approval, of $277
million in respect of the unamortized portion of the actuarial deficiency in
‘the public service superannuation account and $119 million resulting from
an actuarial evaluation of the account as at December 31, 1962 as calculated by
the Department of Insurance.

THE CASH POSITION

The government’s cash account represents balances of current and special
deposits to the credit of the Receiver General of Canada in the Bank of Canada,
chartered banks in Canada and certain banks in London, Paris and Bonn.
These balances totalled $678 million at March 31, 1965 compared with $829
million at March 31, 1964 a decrease of $151 million.

The cash position of the government is affected not only by budgetary
transactions but also by changes in the government’s unmatured debt and other
non-budgetary transactions. Non-budgetary transactions are those which
affect the government’s asset and liability accounts and must be taken into
account when considering the full scope of the government’s financial operations
and their effect on the economy of the country.
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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 security fund),
national, provincial and municipal governments, international organizations,
veterans and other borrowers. On the liability side they relate mainly to
receipts and payments in connection with the many deposit and trust accounts,
and annuity, insurance and pension accounts held or administered by the

government,.

The following statement summarizes both the budgetary and non-budgetary
transactions for 1964-65 and indicates their effect on the government’s cash

position. For purposes of comparison the corresponding figures for 1963-64
are also shown.
TABLE 62
(in millions of dollars)
- Fiscal year ended March 31
CHuANGES IN CasH Posrrion
1965 1964
(estimated)
Budgetary transactions—
Revenue......... 7,136.0 6,253.2
EXpenditure. .. oottt e e e e e —~7,219.0 6,872.4
Deficit. .o e e —83.0 —619.2
_Non-budgetary tramsactions (excluding unmatured debt trans-
actions)— .
Receipts and credits (net)—
Repayments of loans, investments and advances.............. 114.6 112.5
Annuity, insurance and pension accounts. ..................... 553.0 384.0
Other. . e 187.8 165.2
855.4 661.7
Disbursements and charges (net)—
Loans, investments and advances.....................cuean... ~726.0 —~89.7
Other. .. ...t [ —474.0 —235.3
--1,200.0 —326.0
Net amount received from, or required for (—), non-budgetary
BIANSACHIONS. ... .ttt ettt —344.6 336.7
Overall cash requirement (—) to be financed by increase in un-
matured debt or decrease in cash balances................... —427.6 —282.5
Net incrg::ise in unmatured debt outstanding in hands of the
public—
Unmatured debt—
Canada savings bonds 464.7 510.2
Marketissues............................ —175.1 214.6
Treasury bills. ... .o —90.0 65.0
Special issues to the Unemployment Insurance Commission. .. 43 .0 —11.5
242.6 778.8
Securities investment account............... .. .. i, 40.0 —66.4
Sinking fund and other investments.............................. —6.0 22.3
276.6 734.2
Net increase or decrease (—) in Receiver General bank balances. .. —151.0 451.7

In 1964-65 a deficit of $83 million and net requirements of $345 million
for non-budgetary transactions (excluding unmatured debt transactions)

resulted in an overall net requirement of $428 million.

As outstanding un-

matured debt increased by $277 million there was a reduction of $151 million

in Receiver General bank balances.

In 1963-64 a budgetary deficit of $619
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million and non-budgetary net receipts of $337 million (excluding unmatured
debt transactions) resulted in a net cash requirement of $282 million and as
outstanding unmatured debt increased by $734 million, Receiver General bank
balances increased by $452 million.

Non-budgetary receipts and credits (excluding unmatured debt transactions)

"As shown in the previous table, non-budgetary receipts and credits totalled
$855 million in 1964-65. Further details are presented in the following table: -

TABLE 63
(in millions of dollars)
Fiscal year ended
March 31
Non-eupGeTarRY REcEIPTS AND CRrEDITS (NET)
(estillsl)ltfted) 1964
Repayments of loans, investments and advances—
Agricultural commodities stabilization account........................ 38.0 75.0
Northern Ontario Pipe Line Crown Corporation.............. PRTTTRI 110.6
The St. Lawrence Seaway Authority.......ovvvievririnnrrerenneeannen 6L4 —24.9
Old age security fund........ ...l 64.0 —~58.3
Other..... ETUUUTTOT e e et e e e e 6.2 10.1
' 114.6 112.5
Ann‘uity. insurance and pension accounts—
Public service superannuation aceount.........ovvrinriniiririainneninn. 304.3 132.3
Canadian forces superannuation 86COURt.....ovvureeveeinenreennnennnsn. 218.0 215.7
L34 T=) 30.7 36.0
' 663.0 884.0
Other receipts and credits— '
Outstanding treasury cheques...........covivevevennnnn. P 20.2 53.3
Accounts PAYaDble. ..ottt e e e i e, 72.5 75.3
Provincial tax collection agreements aceount............ocovvevvnnen.s. 52.4 -2.7
Unamortized loan flotation costs..............ovviiiviiinniininnenn... 11.6 7.9
Interest due and outstanding. .. .......cveveiiiiiintinriineenneennnanns 12.1 12.4
Interest accruea ...................................................... 19.0 19.0
187.8 166.2
855.4 661.7
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Non-budgetary disbursements and charges (excluding unmatured debt
transactions)

As already indicated, non-budgetary disbursements and charges were
$1,200 million in 1964-65. Further details are presented in the following
table:

TABLE 64

(in millions of dollars)

Fiscal year ended
. March 31
NoN-BupGETARY DIsBURSEMENTS AND CHARGES (NET)
(estimated) 1964
Loans, investments and advances—
Atomic Energy of Canada Limited...........ccviiiiiiiiiiiniinnenns, 13.0 0.4
Canadian Broadeasting Corporation...........ccoovvineeiiiieiennnnnns 14.2
Canadian National Railways (including Air Canada).................. 23.3 —28.4
Canadian Overseas Telecommunication Corporation................... 0.8 6.2
Central Mortgage and Housing Corporation...............coovvivennen. 221.0 113.3
Export Credits Insurance Corporation...........cvvevivevinivnnsinnn, 33.8 23 .4
Farm Credit Corporation.........ooeviiiiiiiiiiainnrinorincreeronas 102 .4 69.9
National Capital Commission........c.c.ovieeiiiirierrinnreerneaaiarns 11.6 12.1
National Harbours Board.........c.oiiieiiiiiniiiiiiiirinrenanennss. 2.6 5.5
Northern Canada Power Commission............o.cvoiiiiiiiiniiannn. 6.4 3.4
Columbia River Development.............c.ooevievenn. e eeeneaae 219.4
Exchange fund..... ..ottt iirier i iiiaatteiiieinnnnes 20.0 —135.0
National governments. ...... 11.3 —15.1
Stockpiling of uranium concentrates. ... ... 10.8 13.5
Subscription to international development association 7.9
Loans to provinces........... .. e 5.8 ~0.5
Veterans land act advances 14.2 21.0
Municipal development and loan board...........c.....ccooauiatn 7.5
726 0 89.7 .
Other disbursements and charges—
Non-interest-bearing notes payable on demand................. 219.1 170.3
Cash in hands of collectors and in transit..................... 13 .4 21.5
Unamortized portions of actuarial deficiencies—
Public service superannuation account...........i.ovueeies 159.3
Canadian forces superannuation account 60.0
Royal Canadian Mounted Police superannuation account 2.9 ,
1021 Y- 19.3 43.5
474.0 235.8
1,200.0 325.0

THE PUBLIC DEBT

Gross and net debt

The gross debt of Canada was $26,648 million at March 31, 1965. Un-
matured debt, including treasury bills, in the amount of $18,983 million accounts
for approximately 71 per cent of the total. The remaining liabilities, con-
sisting of current and demand liabilities, deposit and trust accounts, annuity,
insurance and pension accounts, undisbursed balances of appropriations to
special accounts, deferred credlts and sundry suspense accounts, amount to
$7,665 million or approximately 29 per cent of the total debt.

The net debt of Canada in the amount of 5515 549 million at March 31,
1965 was $479 million more than the net debt at March 31, 1964. Total ha,-
bilities of $26,648 million are $724 million higher and net recorded assets of
$11,099 m1lhon are $245 million higher than the March 31, 1964 totals.
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TABLE 65

StareMENT oF Pusrnic Desr, UNMATURED DEsT, NET RECORDED AsseTs AND NET DERT
- F CANADA : :

(in millions of dollars)

Gross Public Debt Less N Incre(tlxsg
- net et in net debt
As at March 31 Unmatured| Other Total recorded debt during
: debt liabilities ota assets _ fiscal year
16,067.9 5,534.9 21,602.8 9,165.7 12,437.1 347.9
16,945.7 5,962.1 22,907.8 '9,679.7 13,228.1 791.0
17,961.8 6,837.4 24,799.2 10,879.5 13,919.7 691.6
18,740.1 7,183.6 25,923.7 10,853.6 15,070.1 |- 1,150.4
18,982.7 7,665.2 26,647.9 ) 11,008.4 -15,549.5 479.4

Unmatured debt .

The total unmatured debt of Canada at March 31, 1965 was $18,983
million, reflecting an increase of $243 million over the previous fiscal year-end
balance of $18,740 million. '

The government’s holdings of its own securities totalled $65 million at
March 31, 1965, comprising $59 million in the securities investment account
(of which $31 million is in respect of the employees instalment purchase plan)
and $6 million in the sinking fund and other investments account. This is
a decrease of $14 million from the previous year-end figure when holdings were
$99 million in the securities investment account. (of which $31 million was in
respect of the employees instalment purchase plan). . .

Of the total unmatured debt, $18,607 million or approximately 98 per cent
is payable in Canada and $376 million in New York. Securities payable in New
York have been valued at the official parity rate of §1 U.S. = $1.08108 Canadian.

GROSS AND NET DEBT NET DEBT AS AT MARCH 31

Billions of Dollars Billions of Dollars
Fiscal Years Ended March 31 —
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TABLE 66
(in millions of dollars)

Fiscal year ended March 31
UNMATURED DEBT TRANSACTIONS
1965 1964
(estimated)
Balance at beginning of year........ ..ot i 18,740 - 17,962
New issues—
For cash—

Canada savings bonds series 17. .. .......coiivrviiininivnennns 103

Canada savings bonds series 18........ e, 103 1,097

Canada savings bonds series 19 (net). ......oovvvevvnnennnn.. 1,012

Marketable bonds................coc i 1,975 1,725

Non-marketable bonds (Unemployment Insurance Commission) 87 66

Weekly treasury bills (net). .. ...cooovvriiniiiiiniiinnnns, 10 65

8,187 8,056
By renewals and conversions— .
Marketable bonds. ... ...ooviiiiiiii i i 250 266
Total BewW ISSUES. ... ..ottt e it 3,437 3,322
Less— _
Matured marketablebonds................ ... . o, —1,850 —1,511
Redeemed non-marketable bonds (Unemployment Insurance Com- :

MOESSION) .ottt t ittt e e —44 -77
COMVEISIONS. L o\ttt etae et e eaeaeaesenenenenarnnens —250 —266
Canada savings bonds redeemed or matured.................. [ —650 —690
One-year treasury bills. . .........co i —100

. ’ —2,894 —2,644
Unmatured marketable bonds (purchased and cancelled).......... —300
~3,194 —~2,544
Increase in unmatured debt ........ IO © 243 778
Balance at end of year........ooevvunnen.... . 18,983 18,740

Summary of security issues and maturities, redemptwns, conversions and cancel-
lations

During the year ended March 31, 1965 the government issued securities
payable ‘in Canada in the principal amount of $3,437 million (excluding the
refunding of treasury bills which mature weekly). '

Securities payable in Canada amounting to $3,194 mllhon matured, were
redeemed or cancelled during the year.

During 1964-65 net sales of Canada savings bonds series 19 were $1,012
million and additional sales of Canada savings bonds series 18 were $103 million.
Redemptions prior to maturity of series 8 to 18 amounted to $650 million. The
net increase for all series was $465 million and the amount outstanding for all
series at March 31, 1965 was $5,557 million.

Treasury bills outstanding at March 31, 1965 in the amount of $2,140
million consisted of $1,360 million in three-month bills and $780 million in six-
month bills.
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TABLE 67

Dest MaTurED, REDEEMED OR CANCELLED DURING THE I'1scar YEAR ExpeDp MARCH 31, 1965 (estimated)

— Matured Redeemed Cancelled Total
8 $ ] $

One-year treasury bills 100, 000,000 100, 000,000

49, 1961-64 360,000,000 360,000,000

31% 1963-64 175,000,000 175,000,000

31% 1961-64 250,000, 000 250,000,000

34% 1963-64 185,000,000 185,000,000

49, 1961-64 240,000, 000 240,000,000

31% 1963-64 225,000,000 225,000,000

319%, 1962-65 350,000,000 350,000,000

349, 1964-65 65,000,000 65,000,000

33% 1958-65 ; (1550,000,000 550,000, 000

Canada savings bonds S.8-18 .............. 649,840,300 649, 840,300
Unemployment Insurance Commission

(non-marketable bonds)—

L L/ S N 43,000,000 43,000,000

L $ 177 RN 1,500,000 1,500,000

1,950,000,000 { 694,340,300 | 550,000,000 { 3,194,340,300

(19$300,000,000 purchased and subsequently cancelled; $250,000,000 exchanged for 1964-69, 5% loan and

subsequently cancelled.

TABLE 68

New Securrres 18svep DuriNng YEaR EnpeEp MarcE 31, 1965 (estimated)

Yield at Amount
. Issue price to Total an&ount issued
price government 13sue for cash
$ per cent $ $
Marketable bonds—
Loan due July 1, 1965 34%.....cccevvvnnn.. 98.90 4.47 200,000, 000 200,000,000
Loan due July 1, 1965 34%................ 99.25 4.27 200,000,000 200,000,000
Loan due July 1,19695%.........o0vnvne 99.75 5.06 325,000,000 75,000,000
Loan due May 1, 1990 53%, 08.63 5.356 75,000,000 75,000,000
Loan due May 1, 1990 51%, 99.25 5.30 50,000,000 50,000, 000
Loan due Deec. 1, 1965 33%.. 98.85 4.52 200,000, 000 200,000,000
Loan due Dec. 1, 1965 33%,.. . 99.20 4.33 125,000,000 125,000,000
Loan due Oct. 1,196733%................ 97.25 4.74 75,000,000 75,000,000
Loan due June 1, 19715%................. 100.00 5.00 350,000,000 350,000,000
Loan due May 1, 1966 34%............... 9920 4.18 175,000,000 175,000,000
Loandue Qct 1,19735%................. 100.00 5.00 275,000,000 275,000,000
Loan due Dec. 15, 1966 43%.............. 99.65 4.64 50,000, 000 50,000, 000
Loan due Oct. 1,1968 5%.......covuune. 100.00 5.00 125,000,000 125,000,000
Non-marketable bonds—
Unemployment Insurance Commission
................................... 100.00 4.50 43,000,000 43,000,000
Unemployment Insurance Commission
.................................. 100.00 4.62 44, 500,000 44,500,000
Ca.nada savings bonds Nov. 1, 1963-Nov.
1,197543-53% S8, . ...l 100.00 5,03 102,463, 150 102,463,150
Canada savings bonds Nov. 1, 1964-Nov.
1, 1974 43-53%, S.19 (net).............. 100.00 ®5.00 1,012,000,000 | 1,012,000,000
Weekly treasury bills (net)................ various various 10,000, 000 10,000,000
3,436,963,150 | 3,186,963,150

(1 $250,000,000 issued in exchange for 1958-65, 33% loan.

@ If held to maturity.

Interest rates

The average interest rate on the government’s unmatured debt did not

vary to any great extent in 1964-65.

compared with 4.22 per cent at the end of the previous fiscal year.

It was 4.32.per cent at March 31, 1965
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"The yield on three-month treasury bills at tender on March 25, 1964 was
3.88 per cent. On June 11, 1964 it had dropped to a low of 3.53 per cent and on
November 26, 1964 it had risen to a high of 3.87 per cent and was 3.62 per cent
on March 25, 1965.

The yield on six- -month treasury bills at tender on March 25, 1964 was
4.04 per cent. On June 11, 1964 it had dropped to a low for the year of 3.69
per cent, on November 26, 1964 it had risen to a high of 4.06 per cent and was
3.73 per cent on March 25, 1965.

The following table shows the high and low yields together with.the yield
on the latest issue of three-month and six-month bills for the fiscal years 1960-61
to 1964-—65 inclusive:

" TABLE 69
* TreasurY BriL Yierps at TENDER -
Fiscal year ended March 31 High Low Last issue
per cent per cent per cent

Three-month bills— . .

L 3.95 1.68 3.21

1962. ..o e 3.34 2.26 3.12

1963, .00t 5.51 3.04 3.62

1964 .. e R - 3.90 ©-3.19 3.88

R - 3.87 3.53 - 3,62
Six-month bills— ’ .

8. e et e . 4,07 1.99 3.37
1002, e e e e 3.49 2.53 . 3.29
2 PR 5.74 3.19 3.74
B PPN 4.06 _ 3.30 4.04
1000, oottt e e e e 4.06 3.69 3,73

(1) At tender on March 25, 1965,

AVERAGE INTEREST RA'I’E ON UNMATURED DEBT
As At March
Per Cent

2l —2
/I N R T O R B [ S A
19’1(3““’.‘ 1935 1940 1945 1950 1955 .‘ 1960 . 1965"

Indirect debt 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 prin-
mpal and interest, and a number of mlscellaneous guarantees, the chief of which
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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 Export Credits Insurance Act and bank
loans under the Farm Improvement Loans Act.

The government’s liability under its guarantee of loans under the National
Housing Act, 1954 was $4,200 million at December 31, 1964 compared with
$4,499 mllhon at December 31, 1963.

TABLE 70
SumMarY oF INDIRECT DEBT OR CONTINGENT LiaBmiTies (estimated)

Amount of

authorized g
. : . . $ $
Railway securities guaranteed as to principal and interest(—

. Canadian National 3% due January 3,1966............ccuvu... 35,000, 000 35,000,000
2. Canadian National 239, due January 2 1967 .. oot 50,000,000 50,000, 000
3. Canadian National 47% due April 1, 1967 ..................... 72,300,000 72,300,000
4. Canadian National 5% due May 15, 1968.............. 55,800, 000 55,800, 000
5. Canadian National 21% due Sepbember 15, 1969 70,000,000 70,000,000
6. Canadian National 219, due January 16, 197 ................. 40,000, 000 40,000, 000
7. Canadian National 55% due December 15, 1971 190, 561, 500 190, 561, 500
8. Canadian National 339, due February 1, 19 ............... 200,000,000 200,000, 000
9. Canadian National 239, due June 15, 1975 U.S. 86,000,000...... 6,486,480 6,486,480

10. Canadian National 5% due May 15, 1977. . .................... 84,150,000 84,150,000
11. Canadian National 4%, due February 1, 1981 300,000, 000 300,000,000
12. Canadian National 5% due January 1, 1985. .. 99, 500, 000 99, 500,000

13. Canadian National 5%, due October 1, 1987......... .. ] 164,500,000 164, 500, 000
1,368,207,980 | 1,368,297,080

Other outstanding guarantees and contingent liabilities—
14. Deposits maintained by the chartered banks in the Bank of :
Canadal® . . e Unstated 875,834,213

15. Loans made by lenders under Part IV of the National Housing

Act, 1954, for home extensions and improvements®........ 25,000, 000 15,863,475
16. Insured loans made by approved lenders under the National

Housing Act, 1954 .. ... ... 6,000, 000, 060 4,200,000, 000

17. Liability for insurance and guarantees and other commitments
with respect to long-term financing under sections 21 and :
21A of the Export Credits Insurance Act®................ 1,000, 000, 000 466, 656,836

18. Loans made by chartered banks under the Farm Improvement

Loans Act), e 86,400,000 70,900, 000
19. Loans made by chartered banks under the Veterans' Business|

and Professional Loans Act™W..................cooviunn.ns 15,000 15,000
20. Loans made by chartered banks and credit unions under the

Fisheries Improvement Loans Act® . ....... ............. 2,700,000 200,000
21. Loans made by chartered banks under the Small Businesses

Loans Act(), . . .o e e e 37,400,000 9,600,000
22. Loans made by chartered banks under the Canada Student

Loans Act) . .. . . e 40,000,000 21,000,000
23. Loans made by chartered banks.to the Canadian Wheat

Board® ..o e e e 416,000, 000 49,800,000

5,709,869,524

e i ————

24. Loans maintained by approved lending institutions under

National Housing Acts prior to 1954 Act................... Unstated Indeterminate
25. Guarantees to owners of returns from moderate rental housing .
ProOJeCtS ), L e e e Unstated Indeterminate

MWAs at December 31, 1964.

@ As at February 10, 1965.

®Ag reported (in accordance with Sec. 45, National Housmg Regulations) by approved lenders at
December 31, 1964.

As at December 31, 1964. Includes contingent liability in respect of alternative payments to non-
participating provinces.

®Funds totalling $3,901,429 are held by Central Mortgage and Housing Corporation for the purpose
of settling claims. In 1064 rental guarantee contracts totalled $14,629,600.
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STATEMENT OF REVENUE FOR THE LAST FIVE FISCAL YEARS
(in millions of dollars)

1964-65
—_ 1960-61 1961-62 | 1962-63 | 1963-64 (estimated)
$ $ ] $ $
Tax REVENUE '
Income tax— ’
Personal® . ... .. i i 1,711.2 | 1,792.7 | 1,744.6 | 1,865.1 2,108.0
Corporation® .. ...t 1,276.6 | 1,202.0| 1,182.8 | 1,259.0 1,510.0
On dividends, interest, ete., going abroad.... 88.2 112.3 129.2 124.5 144.0
3,076.0 3,107.0 3,056.6 8,248.6 3,762.0
Excise taxes—
Sales tax(O® ... e 720.6 759.7 806.0 946.1 1,193.0
Other excise taxes—
Automobiles........coo it 59.6 25.3 @ @) @)
Cigarettes, tobacco and cigars............. 193.7 207.6 217.8 226.9 220.0
Electric power export........cooeeeenannn.n. 1.6 1.0 0.5 0.1 @
Jewellery, watches, ornaments, ete......... ) 5.9 5.6 5.8 6.4 6.6
Matches and lighters...................... 0.8 1.1 1.2 1.3 1.2
Television sets, radios, tubes and phono-
graphs... ... 15.9 18.4 19.9 22.0 23.5
Toilet preparations 8.4 9.4 10.2 11.1 12.5
Wines. .oooovevnenn.n.. 3.2 3.3 3.7 3.8 4.1
Sundry commodities...................... 1.1 1.1 1.2 1.3 1.4
Interest and penalties....................e. 0.8 0.7 0.5 0.8 1.0
Lessrefunds............. ..o ool —0.3 —11.0 —0.4 —~0.3 —0.3
290.7 862.5 260. 4 278.4 270.0
Customs import duties..............ooviu.. 408.7 534.5 645.0 581.4 617.0
Excise duties—
Spmts ...................................... 108.5 114.1 122.1 129.4 135.0
273 P 91.0 92.7 98.2 102.9 106.0
Clgarettes tobacco and cigars............... 149.6 160.5 166.5 165.7 171.0
) 0] VY TR ] &) @ 3 ®
Lessrefunds...................cooiint. —4.2 —4.5 —4.9 —4.7 —6.0
844.9 362.8 381.9 393.38 406.0
Estate tax. ...vvuerieiier i iiiiniineinann, 984.9 “84.6 wg7.1 90.6 89.7
Miscellaneous taxrevenue............c.....vvut &) 0.1 )] 0.1 0.3
Total taxrevenue................... 5,015.8 | 5,111.2 | 5,237.0} 5,533.5 .6,338.0
Non-Tax REVENUE )
Return on investments.......... 283.8 307.5 311.9 366.4 414.0
Post office—net postal revenue.. 173.6 183.7 192.8 200.7 234.0
Other. ... e e 144.5 127.2 137.0 152.6 150.0
Total non-tax revenue.......... L. 601.9 618.4 641.7 719.7 798.0
Total revenue....................... 5,617.7 | 5,729.6 | 5,878.7 | 6,253.2 7,136.0
0 Excluding tax credited to the old age security fund—
1960-61 106162  1962-63 106364 (100
Personal income tax.................... 229.4 259.0 273.7 302.6 432.0
Corporation income tax................ 103.5 100.1 115.2 115.7 143.0
Sales tax.....civiiiiiiii i 270.2 284.9 302.2 331.8 378.0

@ Net after deduction of refunds and drawbacks as well as tranéfers to the old age security fund.
& Less than $50,000.
@ Includes duties levied under the Dominion Succession Duty Act.
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES
FOR THE LAST FIVE FISCAL YEARS

(in millions of dollars)

1964-65
—_ 1960-61 1961-62 1962-63 1963-64 | (estimated)
$ $ $ $ 3
AGRICULTURE—
Administration and general............ 3.0 4.1 3.3 3.8 3.9
Agricultural commodities stabilization

account—net operating loss.......... 53.4 22.0 71.8 122.2 - 57.0
Agricultural products board account—

net operating loss.................... ) 4.9 0.9 1.0 0.3
Board of Grain Commissioners........ 6.3 6.5 6.2 6.7 - 6.8
Farm Credit Corporation—net opera-

Bng loss. . ... . . 1.1 1.5
Prairie farm emergency fund—deficit.. 9.2 47.7 7.3 1.1 0.4
Production and marketing............. 35.8 41.5 39.0 38.5 41.7

Contributions to Alberta, Saskatch- E .

ewan and Manitoba—unharvested
(63 o) o< JA 1.4 .

Payments to western grain producers 40.5 40.1 0.1
Rehabilitation and reclamation proj-

S, .. e 18.7 25.1 - 27.8 |, 23.7 27.5
Research ............................. . 26.2 26.8 27.0 | 27.6 28.9

194.6 218.7 183.4 225.7 168.0

ATLANTIC DEVELOPMENT BOARD.......... @ 0.2 4.4

ATOMIC ENERGY....vvneenenenrnrasasnss 38.9 34.7 63.2 45.9 47.0

AUpiToR GENERAL'S OFFICE............. 0.9 1.1 1.2 1.8 1.6

BoaRD or Broapcast GOVERNORS. . ..... 0.3 0.3 0.4 0.3 0.4
CaANADIAN Broapcasting CORPORATION—|
Grants toward the net operating and

capital requirements of the radio ' -

broadcasting and television services 64.9 76.5 79.0 85.7 85.9
International service.................. i 1.9 1.7 1.8 1.9 2.1

' : 66.8 78.2 80.8 87.6 88.0
CANADIAN CORPORA’I‘ION FOR THE 1967 ’ : :
WORLD EXHIBITION. ...cvuvvareevnrnnns 0.3 1.1 23.0
CeNTRAL MORTGAGE AND HoOUSING COR- .. L : .
PORATION. . ... [ 3.7 5.8 8.7 13.5 14.0
OFACE oF THE CHIEF ELECTORAL OTFICER. 0.6 0.4 11.8 11.9 0.6
CiTiZzENSHIP AND IMMIGRATION—
Administration and general ......... e 2.4 2.6 2.6 2.7 3.1
Immigration................coeveennns 12.2 11.9 12.5 13.2 14.6
Indian affairs...........ccciiinininn 46.4 50.4 | 51.0 55.6 65.3
61.0 64.9 66.1 71.6 83.0
CiviL SERVICE COMMISSION. .......... e 4.2 4.7 4.8 5.2 6.4
Derence ProbpucrioN— ) .
Defence expenditures 17.5 19.6 21.0 20.6 22.0
Non-defence expenditures 2.1 2.1 1.9 1.9 2.4
‘ 19.6 21.7 22.9 22.6 244
EconoMic CouNcir oF CANADA........... 0.2 0.9
EMERGENCY MEASURES ORGANIZATION... 3.7 5.1 6.4 6.9 8.0
EXTERNAL AFFATRS— .
Administration and general............ , 35.6, 28.9 23.7 28.8 33.1
External aid............. eeaereaiaaes : 55.8 53.9 46.5 51.7 77.4
Representation abroad 11.6 12.8 15.0 16.5 17.6
108.0 95.6 85.2 97.0 1£8.0
FINANCE— : i :
. Administration and general............ 19.1 18.8 31.8 22.3 24.4
Office of the Comptroller of the Treas-| .- )

L3 o 20.6 | 22.0 23.3 23.8 25.0
Grants to municipalities in lieu of taxes .

on federal property......... 24.5 24.7 29.2 31.5 34.0
Grants to universities 19.0 19.4 26.3 26.8 27.1
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES

FOR THE LAST FIVE FISCAL YEARS—Continued
(in millions of dollars)

R — 1960-61 1961-62 1962-63 1963-64 1964-65
(estimated)
$ $ $ $ $
Finance—Concluded
Public service superannuation account—
Government’s contribution.......... 41.4 46.9 51.1 54.0 55.6
Amortization of deferred charges.... 10.0
Payments to provinces—
Statutory subsidies................: 20.7 23.5 23.5 23.6 23.6
Tax-sharing arrangements, 1956 act. . 504.9 503.3
Fiscal arrangements, 1961 act........ 241.8 220.9 311.7
Transfer of certain public utility tax
receipts. .. ... i i 4.2 6.4 10.0 9.8 10.6
Crown Corporations (Provincial
Taxes and Fees) Act.............. 3.8
Transitional grant to Newfoundland. 0.3
Additional grants to Newfoundland. 7.7 8.0
Public debt charges—
Interest on public debt.............. 756.7 802.9 881.6 954.5 1,008.0
Cost of issuing new loans and annual
amortization of bond discounts and
COMMISSIONS. ..\ v\ ievrernnronnesns 40.2 35.3 34.6 38.2 38.9
Servicing of public debt............. 0.7 0.8 1.6 1.0 1.3
1,460.0 1,518.0 1,854.8 1,406.4 1,674.0
FISHERIES. ....coovvvnnnnenininenennsnnss 19.2 23.1 23.3 23.7 26.0
FORESTRY—
Administration and general........... 10.3 14.8 16.2 18.5 20.5
Frexght assistance and grain storage
[T - P 19.2 17.5 14.4 18.7 19.5
Rehabilitation and reclamation proj-
L= 7 1.5 1.0 1.2 4.6 10.0
81.0 88.3 81.8 41.8 50.0
GovERNOR GENERAL AND LIEUTENANT-
GOVERNORB. ..0vveereeiinienennenanns 0.4 0.5 0.5 0.5 0.7
INDUSTRY— i
2.9 4.4 8.0 19.0 20.0
0.1 0.1 0.4 0.7 3.2
3.0 4.6 8.4 19.7 28.2
INSURANCE. .. vvenrnveeerooncnsononeses 1.3 1.4 1.4 1.4 1.5
JusTicE—
Administration and general............ 8.1 8.8 9.1 10.6 11.5
Correctional services.............c..... 19.6 23.8 25.4 27.8 39.5
Patents, copyrights and trade marks. . 2.7 2.8 2.5 2.6 3.0
) 30.4 356.4 387.0 41.0 54.0
LABOUR—
Adminijstration and general............ 15.6 31.6 34.9 35.9 63.0
Technical and vocational training as-
sistance payments to provinces...... 8.5 35.7 -208.0 136.4 105.0
Unemployment Insurance Commis-
sion—
Administration and general.......... 42.1 46.0 48.1 48.8 54.0
Government's contribution.......... 55.1 55.6 57.3 59.3 62.0
121.8 168.9 8/8.8 280.4 284.0
LEGISLATION—
House of Commons................v.. 6.3 6.2 5.9 10.1 11.0
Library of Parliament................. 0.3 0.3 0.4 0.3 0.4
Senate............ e eteeeeeneaen, 1.9 1.9 1.8 2.5 2.6
8.6 8.4 8.1 12.9 14.0
MiNEs AND TECHNICAL SURVEYS—
Administration and general............ 27.7 35.3 35.5 32.2 38.2
Dominion Coal Board................. 19.3 19.9 20.4 20.6 23.2
Emergency gold mining assistance. ... 12.1 12.4 15.2 15.0 15.6
69.1 67.8 71.1 67.8 77.0
- NatroNaL Caprrar COMMISSRION.......... 6.3 8.7 13.0 12.2 9.9
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES

FOR THE LAST FIVE FISCAL YEARS—Continued
(in millions of dollars)

- 1964-65
1960-61 1961-62 1962-63 1963-64 (estimated)
$ $ $ 8 $
NaTioNaL DeFENcE—
Defence forces, army, naval and air
SEIVICES. ot evereiiraeneanannanns 1,406.0 1,502.8 1,433.9 1,458.8 1,369.0
Defence research and development.... 41.9 40.4 41.1 | 46.1 57.0
Canadian forces superannuation ac-
count—
Government’s contribution.......... 40.5 56.0 58.1 59.7 59.0
Special government contribution..... 76.5
Amortization of deferred charges.... 15.0
Mutual aid to NATO countries........ 14.6 11.1 25.0 28.9 27.0
Pensions—payments under Defence
Services Pension Act................ 6.7 7.3 7.5 7.9 8.0
ther. ..o 5.6 5.4 5.5 5.6 4.0
) 1,515.8 1,623.0 1,671.1 1,683.5 1,639.0
NaTioNAL FiLM BOARD......oouvnvuutn 4.9 5.1 5.6 5.8 6.4
NatioNaL GALLERY OF CANADA.......... . 0.9 1.0 1.0 1.1 1.3
NarmioNnaL HearTrH AND WELFARE—
Administration and general............ 1.7 1.8 1.9 2.0 2.3
Health services—
General health grants and hospital
construction grants................ 48.0 49.0 50.3 53.0 57.5
Government’s contributions under
the Hospital Insurance and Diag- : .
nostic Services Act 189.4 283.9 336.7 392.2 430.0
Other................ . 5.6 6. 6.6 6.9 6.8
Welfare services— ]
Family allowances.................. 506.2 520.8 531.6 538.3 546.2
Youth allowances................... . 27.2
Fitness and amateur sport payments 0.2 1.1 1.6 3.0
Old age assistance, blind persons and
_ disabled persons allowances....... 51.3 51.4 62.7 64.4 74.1
Unemployment assistance........... 51.5 92.0 96.5 107.4 111.0
Other........cciii it 3.3 3.3 3.4 4.1 5.3
Medical services.................ht 26.8 28.1 28.9 30.6 33.2
Food and drug services................ 2.4 2.5 2.8 3.4 4.4
886.2 1,0389.3 1,122.6 1,208.9 1,801.0
National, ResearceE Councit, INCLUD-
iNG THE MEDICAL RESEARCH COUNCIL. . 34.4 38.8 40.6 47.3 57.0
NATIONAL REVENUE. ...0vver vvenennnnnn. 73.4 75.3 78.6 83.0 87.0
NORTHERN AFFAIRS AND NATIONAL RE- ' .
BOURCEB. . 2o viteervunneennnnnssonenns 70.8 78.4 86.4 77.3. 85.0
POBT OFFICE. ..vvvettieen e niennenns 178.4 185.0 189.4 206.9 211.0
Privy Councrn, including Prime Min-
ister’'s Office............covveviienn.. 1.3 3.5 2.1 2.9 4.5
PusLic ARCHIVES AND NATIONAL LIBRARY 0.8 1.0 1.1 1.1 1.5
PuBLIC PRINTING AND STATIONERY—
Publications...........covvveieieennns 1.4 1.9 2.0 2.2 2.8
Pusric WoRKS—
Administration and general............ 23.6 15.5 15.7 17.7 25.6
Accommodation services.............. 81.7 81.4 71.6 74.3 85.1
Harbours and rivers engineering serv-|
1T PO N 36.9 35.8 29.4 23.6 28.2
Trans-Canada highway contributions. 48.7 41.6 33.0 39.2 74.1
190.9 174.3 149.7 164.8 213.0

Orrice of THE REPRESENTATION CoM-|

MISSIONER .« cvvvnnensenenonneneansnenns &) 0.2
RovaL CanapIAN MOUNTED POLICE...... 56.0 60.5 65.4 66.9 75.0
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES
FOR THE LAST FIVE FISCAL YEARS—Concluded

(in millions of dollars)

1964-65
—_— 1960-61 1961-62 1962-63 1963-64 (estimated)
3 $ $ $ $
SECRETARY OF STATE....uuv.vvennanrnn.nn 3.0 3.2 4.8 7.6 22.3
TRADE AND COMMERCE~ -
Administration and general............ 12.3 14.9 14.5 16.1 18.8
Assistance re storage costs of grain. ... 48.2 48.8 35.2 39.6 34.0
Canadian government travel bureau... 2.7 3.0 3.4 3.9 5.0
Dominion Bureau of Statistics........ 10.4 24.6 | 11.9 12.3 13.5
National Erergy Board............... 0.4 0.4 0.5 0.6 0.7
' 74.0 91.7 65.6 7.6 72.0
TRANSPORT—
Administration and general............ 2.6 5.8 5.9 4.7 . 5.8
Air8ervices......oieeieeeiaianiiiia.. 133.9 150.0 136.9 121.1 136.0
Canadian Maritime Commission....... 6.9 10.2 31.0 49.8 41.2
Marine 8ervices.........ooevuenneinnnn 49.1 48.6 57.8 64.1 64.0
Non-active assets— . } R
National Harbours Board........... ; 0.6 4.9 5.2 0.3 8.2
Railway and steamship services....... ' 5.0 4.6. 14.6 30.2 36.8
Maritime Freight Rates Act........ 14.1 12.2 12.9 13.4 15.1
Deficits—
Canadian National Railways...... 67.5 67.3 48.9 43.0 38.7
Newfoundland ferry and terminals 5.4 7.3 8.2 8.6 11.0
Prince’ Edward Island car ferry ' ’
and terminals................... L 2.6 3.0 3.3 3.3 4.1
Yarmouth—Bar Harbour ferry, :
2153 34 (1 T 0.1 0.1 0.2 0.2 0.3
Board of Transport Commissioners. . 1.2 1.3 1.3 1.4 1.5
Freight Rates Reduction Act........ 20.4 19.0 20.6
Payments to the railways for the
maintenance of the rates of] - ' .
freight traffic..................... 50.0 50.0 68.1 70.4
Maintenance of trackage............. 7.0 7.0 7.0 0 7.0
Contrlbutlons to the railway -grade
crossing fund...................... 15.0 10.0 5.8 5.1 5.1
ir Canada—deficit.................. ; 2.6 6.5 3.5
Canals and works entrusted to The St. .
Lawrence Seaway Authority........ 2.4 2.6 2.9 3.0 30.0
836.4 410. 4 416.0 423.8 475.0
VETERANS AFFAIRS—
Administration and general............ 10.2 10.4 10.3 10.0 10.4
Pensions. . .vur ittt 150.7 | 177.9 175.9 | . 173.2 179.3
Provision for reserve for conditional
benefits...............oiiiiiiiii.n. 3.4 3.3 3.2 3.2 3.1
Soldier settlement and veterans land
- 2 5.2 4.6 4.6 4.5 4.5
Treatment services.................... 50.1 48.1 46.4 46.4 48.7
Welfare services, allowances and other|
benefits......cc.ooviiiiiiiiii L 72.7 88.9 95.2 96.4 107.0
- £292.8 833.2 335.6 333.7 858.0
Torat EXPENDITURE. ........... 5,958.1 6,520.6 6,570.3 6,872.4 7,219.0

) Less than $50,000.
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ANNUAL CHANGES IN LOANS AND INVESTMENTS FOR THE LAST FIVE

FISCAL YEARS

(in millions of dollars)

196061

1961-62 -

1962-63

1963-64

1964-65
(estimated)

Loans to, and investments in, Crown corpo-
rations—

AirCanada. ..o.oo it '

Atomic Energy of Canada Limited...
Canadian Broadcasting Corporation. .
Canadian Commercial Corporation..... ..
Canadian National Raillways..................
Canadian National (West Indies) Steamshlps
Limited......ooiit it
Canadian Overseas Telecommunication Cor-
U POTALION. .. e
Central Mortgage and Housing Corporation..
Export Credits Insurance Corporatlon
Farm Credit Corporation.........cccovvvvnunn.
National Capital Commission.......... ..
National Harbours Board.....................
Northern Canada Power Commission..........
Northern Ontario Pipe Line Crown Corporation
ghl;a St. Lawrence Seaway Authority
ther

Loans to national governments—

United Kingdom—
The United Kingdom Financial Agreement
Act, 1046..... e e
Export Credits Insurance Act..................
Special loans to Colombo plan countries to
finance the purchase of wheat and flour from
Canada. .. .oovvneeeeiii e
Loan to India for the purchase in Canada of
aircraft and associated spare parts and equlp-
4623 11 SN

Otherloans and investments—
Subscriptions to capital of, working capital

" advances and loans to, international organ-
izations—

Canada’s subscription to capital of—
International monetary fund..... U
International bank for reconstruction and

development.............ooooii il
International development association.. ...

Working capital advances and loans to inter-

national organizations.....................
Loans to provincial governments...............
Provincial tax collection agreements—advances
Balances receivable under agreements of sale
Of Crown 88868, .. vuviveee i eaneeeinnnnnnn.
Housing projects for Canadian forces.....
Municipal development and loan board........
Old age security fund..........c.oovviiiine
Unemployment Insurance Commission.........
Veterans land act advances....................
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Net total of changes in loans and investments. .
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M Includes deferred interest.
® Deferred interest.
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UNMATURED DEBT INCLUDING TREASURY BILLS AS AT MARCH 31, 1965
AND THE ANNUAL INTEREST THEREON (estimated)

—_ Date of Rate Amount Annual
maturity per cent of loan interest
3 $
Payable in Canada—

Loan of 1962 1965 Apr. 1 4 110, 000, 000 4,675,000
Loan of 1963.... Apr. 1 4 90, 000, 000 3,825,000
Loanof 1964.............ccvienen... July 1 3 400,000,000 | 14,000,000
Conversion loan 1958......... Sept. 1 3 449,890,600 | 16,870,898
Canada savings bonds 1953. .8 8 Nov. 1 3 45,349,000 1,700,588
Loanof 1964.......... .. Dec. 1 3 325,000,000 | 11,375,000
Loan of 1963........ 1966 Feb. 1 3 225,000, 000 7,875,000
Loan of 1964........ Feb. 1 3 105, 000, 000 3,675,000
Loanof 1965........... ... .. it May 1 3 175, 000, 000 6,125,000
Ninth victory loan P Sept. 1 3 245,202, 200 7,356,066
Canada savings bonds 1954 Nov. 1 3 128,178, 000 915,785
Loan of 1961 Dec. 15 4 175, 000, 000 7,875,000
Loan of 1963 Dec. 15 4 125,000, 000 5,625,000
Loan of 1961 1967 June 1 4 275,000,000 | 11,687,500
Loan of 1962 Qet. 1 3 100, 000, 000 3,750,000
Loan of 1964 QOct. 1 3 75,000,000 2,812,500
Canada savings bonds 1955........... S 10 Nov. 1 3 (126,946, 000 875,745
Loanof 1962.............covvvnenn., 1968 Jan. 15 4 250,000,000 | 10,625,000
Loanof 1964..........cccvevevernnn.. Jan. 15 4 130, 000, 000 5,525,000
Refunding loan 1950.... : June 15 2 308, 581, 000 8.485, 977
Loanof 1963..................... e QOct. 1 5 441,000,000 | 22,050,000
Canada savings bonds 1959........... S 14 Nov. 1 5 (914,953,000 | 45,747,650
Loan of 1960 1 1969 Apr. 1 5% 80, 000,000 4,400,000
Loan of 1962 Apr. 1 5% 100, 000, 000 5,500,000
Canada savings bonds 195 .S 1t May 1 4 148,341, 000 1,933,640
Loan of 1964.......... .. CT1 July 1 5 325,000,000 | 16,250,000
Loanof 1962.............c0vvvnenn.. AT 13 Qct. 1 5% 80,000,000 4,400,000
Loanof 1958........c.c0iivivninennnn. T 24| 1970 May 1 33 200, 000, 000 7,000,000
Canada savings bonds 1957........... S 12 Nov. 1 42 (1389,142,000 | 18,484,245
Canada savings bonds 1960........... 8 .15 Nov. 1 5 (414,231,000 | 20,711,550
Loanof 1964.............ccoevnvnnns. CT 15| 1971 June 1 5 350,000,000 | 17,500,000
Canada savings bonds 1961........... S 16 Nov. 1 43 (D342,962,000 | 15,433,290
Conversion loan 1958................. ‘T 28| 1972 Sept. 1 41 1,267,203,100 | 53,856,132
Loanof 1965...............covvnnnL.. CT 17 | 1973 Qct. 1 5 275,000,000 | 13,750,000
Canada savings bonds 1958........... S 13 Nov. 1 4 109,312, 000 4,645,760
Canada savings bonds 1964........... S 19| 1974 Nov. 1 4 n1,012,000,000 | 45,540,000
Loanof 1959............cccvvvvvnns.. T 361975 Oct. 1 5 310,361,000 | 17,069,855
Canada savings bonds 1963........... S 18 Nov. 1 4 (0940, 000,000 | 42,300,000
Loan of 1960........vivnevrenenenn.s T 38| 1976 Apr. 1 5 436,198,000 | 23,990,890
Loanof 1954....................co... T 11 June 1 3 247,046, 500 8,029,011
Canada savings bonds 1962........... S 17 Nov. 1 4 (01,285,536,000 | 57,849,120
Loan of 1953 and 1958................ T 51978 Jan. 15 3 207,911, 500 7,796,681
Loanof 1054.......................t. T 13| 1979 Oct. 1 3 343, 246, 500 11,155,511
Loanof 1962.............c0covvevnnn.. AT 14 | 1980 Aug. 1 5 120, 000, 000 6,600, 000
Conversion loan 1958................. T 29| 1983 Sept. 1 4 1,992,679,450 | 89,670,575
Loanof 1963..............covvvunn.. AT 21 | 1988 June 1 5 100, 000, 000 5,000,000
Loanof 1964.............cccvivnnnn.. CT 9 June 1 5 50,000,000 2,500,000
Loan of 1964.......... .. CT12| 1990 May 1 5% 125,000, 000 6,562, 500
Conversion loan 1956. . T 15| 1998 Mar. 15 33 197,045,000 7,389,188
Loanof 1936.............. .. P 1] Perpetual 3 55,000, 000 1,650,000
Three-month treasury bills.................. 3,62 | 1,360,000,000 [ 51,109,850
Six-month treasury bills..................... 3,73 780,000,000 | 30,327,000
Special non-marketable bonds (U.LI.C.)...... 43 . 43,000, 000 1,988,750

18,606,314,850 | 803,846,257

Payable in New York—

Loan of 1949 1974 Sept. 1 23 365, 087, 502 1,789,906
Loan of 1950 1975 Sept. 15 23 (941,047, 527 1,128,807
Loan of 1962 1987 Oct. 15 5 (270,270,000 | 13,513,500

376,405,029 | 16,432,213
18,982,719,879 | 820,278,470

Nore—The interest shown is a projection for one year at the annual rates on principal amounts outstanding
at March 31, 1965. Where various rates of interest are applicable during the term of a loan the interest
rate in effect at March 31, 1965 has been used.

) Estimated.
@ Rate of discount at tender on March 25, 1965.
() Conversion rate $1 U.S.=$1.08108 Canadian.



