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Freliminary estimates of national income, gross national product, and
gross national expenditure for 1949, were published in a supplement to the
February issue of the Canadian Statistical Review., The present bulletin gives
greater detail of the national acecounts and revised figures for 1948 and 1949, & new
table is included at page 5 showing value, volume, and price changes for components
of gross national expenditure, and a technical appendix explains the basis of these
calculations, The savings of Canadian policyholders through life insurance
companies are included for the first time in Table VII[ and a description of the
basis of these estimates is shown at page 13,

The present estimates indicate a gross national product and expenditure
of more than $15.9 billion, an increase over 1948 of 3% in value terms or 2% by
volume. National income increased from $12.5 billion in 1948 to $13.0 billion in
1949, a gain of 4%, This increase is fully accounted for by the 7% increase in
salaries, wages, and supplementary labour income., Agricultural income declined by
L% despite higher wheat ad justment payments, Corporation profits, the largest
component of investment income, declined, but this was more than offset by
increases in other forms of investment income.

The most striking change in the comporients of gross national expenditure
is the marked decline in the rate of inventory accumulation, Although addition to
inventories was $,6 billion or 4% of gross national expenditure in 1948, there was
no increase in the book value of inventories in 1949. In physical terms an actual
reduction of iaventories is indicated., Gross home investment in plant, equipment,
and housing was higher in dollar terms than in 1943 but only housing showed an
increase in volume.

Consumer spending increased by 7% from $10.1 billion to $10.8 billion.
After allowing for price increases this represents an increase of 2% in real
consumption. The largest volume increase was in consumer spending on durable goods,
such as automobiles and furniture, where the increase was 10%. On the other hand
spending on semi-durable goods, such as clothing, actually declined in physical
terms,

Government expenditure on goods and services accounts for 13% of gross
national expenditure in 1949 compared with 12% in 1948. Inereased federal spending
on national defence and on inventories in connection with price support programs
and increased capital expenditure at the provincial and municipal level accounted
for most of the change.

Exports of goods and services remained at approximately the 1948 level
of §4.0 billion but imports increased from $3.6 billion to $3.8 billion so that
net foreign investment declined substantially, '

The estimates in this bulletin are for Canada, exclusive of
Newfoundland.

OCttawa ,

March 24, 1950 =1 =
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NAT IONaL INCOME AND GROSS NaTIONsL rSOLUGT, 1947 = 1949
118
s ha

ons of dollarg!

( .£~>1

1947 2248 2249

Salaries, wages and
supplementary labour income 6,21% Vol 7,630
Military pay and allowances 23 82 XA
Investment income 74307 24348 2,373
Net inrome of agriculture and
other unincorporated business

Farm operators from

farm production’ 1,210 1,660 s 537

Other unincorporated

business 1,126 1,252 1,272
NET NaTICNAJ, iNCOME
AT FaCTOR CCST 10,938 Y b 2,9
Indirect taxes less subsidies 1,604 et 4 1,732
Depreciation ailowances and
similar business costs 1,009 Tl 1,277
Residual error of estimste + 40 + 108 - 93
GROSS NATICRAL FRODUCT
4T MARKET PRICES? 13,591 | 15,47 15,943

ISee Table VIII, page 15.

“Es~.udes Newfoundland.



CANADA 3
TABLE I

GROSS NATIONAL EXPENDITURE, 1947 - 1949
(millions of dollars)

1947 1948 1949
Personal expenditure on
consumer goods and services 9,126 10,083 . 10,750
Government expendiipre on
goods and services 1,551 1,787 2,108
Gross home investment
Housing? 492 647 758
Plant and equipment 1,565 2,015 2,076
Inventories3 876 646 12
Exports of goods and servicess”’ 3,629 LyObdy 3,974
Deduct: imports of goods and services® -3,612 -3,645 ~3,824
Residual error of estimate -39 - 107 + 9l
L
GROSS NATIONAL EXFENDITURE
AT MARKET PRICES 3,591 15,471 15,943

1 Includes UNRRA, Mutual Aigd etc. of $38 million in 1947 and $19 million
in 1948. . '

2 Excludes government housing expenditure of $39 million in L8875
$35 million in 1948 and $31 million in 1949,

3 See hppendix "a", Table IX, page 18 for value of physical change and
inventory revaluation adjustment, .

4 Excludes UNRRA, Mutual Aid etc, See footnote 1 above,

5 These figures differ from those shown in, "The Canadian Balance of

Internatiocnal Payments", Dominion Bureau of Statistics, 1949, because
adjustments have been made to the figures of receipts and payments to
achieve consistency with other component series.



GROSS NATIONAL EXPENDITURE
IN CURRENT AND CONSTANT ( 1935-39 ) DOLLARS
1939, 1947, 1948 AND 1949
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Data given in Appendix A, Page 18,




CulNaEA .
TESEE. 1L

GHOSS NaTIONAL EXPENGITURE

Vallt, VOLUME AND FRICE CHnNGiSl

S e e o i+t 08 8 8 e — ———— - —— i a0
- — — R -

———r e e ® -
— — -

e i8rceptage — ingredse S b I
—i24d over (948 % 1949 guer 1939 o
Yalue L Volume | frice | Value IVoiume | Price

-— e —

Personal expenditure on
‘consuner goods and services

Goods vlg9 +e9 4.0 2220 0] +30.41 <776
Ferishatle %4.5 +.3 +3.7 <208.6] 72,1 | +79.2
Semi~=durable SHIM(G, «3.4 +4. € +215.4] +83,1 372008
Purable +14.4 +10.0 vhoD +282.9] +117,2 #7865
Miscellan=cus +6,3 +1.8 40 +«348.9| +154.51 +77.6

Szrvices +9,2 +3.8 +5,2 +104.1 +60.0| +27.7

Totul +6,6 +2.5 +4.0 1784 +73.9 | +=602

Government expenditure on
goods and services ViB. W 4il.1 % 6,1 «191.3] «68.8| +V2.%

Gross home investmen®

Housing o16.4. | JA%.3 vicH +419.3] +151,8 | +106:7
Plant and equipment +3.0 1,7 *,.8 4070} 15945 | + 95.7
Bxports of goods and servieas -i,7 =449 *3.4 17300 “430,3 | LIS
1mports‘:f goods and services ¥4.9 *2.3 v 2,6 «188.00 - +32,4 | *117.5
- 1
GROSS . NATIONAL EXFENDITURE !
AT MARKET FRICESS +3.1| 4223 6.8 | <1847 4T0.4| +67.6

lCalculations emfploy price indexds on base 1935 - 33 8 100,
See explanation of methods of d=flntion, appendix “A", pages 16, 17,

2Includes changes in Government held inventories.

3Prcduct of prics znd gusntity indexes not equal to vzlue index by amount of
Inventory. Revalusation hdjustment., See footnote 3, Table IX, page 19.
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T4BLE 111

PERSONAL INCOME AND EXPENDITURE, 1947 - 1949
' (millions of dbllarss

= ji
1947 1948 1949
INCOME
Salaries, wages and supple-
mentary labour income 6,212 7,113 7,630
g

Deduct: employer and employee
contributions to social insurance
and government pension funds - 181 - 223 -238
Military pay and allowances 83 82 115
Net inccme of agriculture and
other unincorporated business 2,336 2,912 2,859
Interest, dividends and net rental
income of persons 1,032 1,141 1,196
Transfer peymentst (excluding
interest)

From governments 848 851 917

Charitable contributions

from corporations 15 16 16
Total 10,345 11,892 12,495

i .
Interest on government debt is included under "Interest,
dividends and net rental income of persond, above.



CANADA
TABLE III

PERSONLL INCOME AND EXPENDITURE, 1947 = 1949
(millions of dollars)

A%47 1948 1949
EXPENDITURE
Personal direct taxes 791 821 786
Income taxes 694 717 674
Succession duties 61 57 56
Miscellaneous 36 Vel 56
Purchase of goods and services
Goods 6,638 2448 7,816
Perishable,- food, tobacco, '
beverages, drugs, fuel,etcd 4,305 4,852 5,074
Semi-durable,~ clothing,
house furnishings, auto
accessories, etc, 1,429 1,586 1,602
Durable,= automobiles,
furniture, household applis
ances, hardware, etc, 751 820 938
Miscellaneous 153 190 202
Services 2,529 2,758 3,011
Net personal expenditure abroad ~41 = 123 =77
Personal saving! 428 988 959
Total 10,345 11,892 12,495

1
This figure includes savings of Canadian policyholders through
life insurance companies (see table VII » Pagels) and net change in

1949
(millions of dollars)

farm inventories as follows:

1947 1948

Savings of Canadian policyholders
through 1ife insurance companies .... 181 197
Net change in farm inventories ...... =111 - 65

Not

=106

available



GOVERNMENT REVENUE AND EXPENDITURE, BY LEVEL OF GOVERNMENT, 1947 - 1949
(mlllions of dollars)

CANADA
TABLE IV

1947 1948 1949
REVENUE
Direct tmxes - persons 91 821 786
Income and excess profits
Federal 94 717 674
Provincial and municipal - - -
Succesaion duties
Federal 30 29 26
Provincial 31 28 30
Kiscellaneous
Federal 4 6 7
Provianclal and municipal 32 41 49
Direct taxes - corporations 79 753 720
Income and exceas profits
Federal 652 588 547
Provincial 72 122 126
Witholding taxes
Federal 35 41 47
Indirect taxes 1,781 1,842 1,857
Federal 1,136 1,085 1,043
Provinclal and municipel 645 57 814
Investment income 345 346 365
Federal 115 105 124
Provincial and muniecipal 230 241 FIAR
Employer and employee contributions to
social security and pension funds 181 223 238
Federal 100 129 139
Provincial and muniecipal 81 9% 99
Tranafera from other governments
Provincisl and municipal 208 150 181
Total Revenue 4,065 4122 4 AT
Federal 2,766 2,700 2,607
Provincial and municipal 1,299 1,433 1,540
Deficit (+) or surplus (-) - 816 - 807 - 398
2 Federal - 7 - 802 = 480
Provincial and municipal = 98 - 5 + B2
Total Revenue plus Deficit
(or minus Surplus) 32249 3,326 3,749
Federal 2,049 1,898 2,127
Provincial and municipal 1,200 1,428 1,622




CANADA
TABLE IV

GOVERNMENT REVENUE AND EXPENDITURE,BY LEVEL OF GOVERNMENT, 1947 = 1949
(millions of dollars)

1947 1948 1949
EXPENDITURE
Goods and services L 550 1,787 2,108
Pederal 619 667 861
Provincial and municipel 932 1,120 1,247
Transfer payments 1,303 1,314 1,385
Federal 1,051 1,010 1,013
Provincial and municipel 262 304 372
Subsidies 177 5 7518
Pederal 171 n 72
Provincial and municipal 6 4 3
Transfers to other governments
Federal 208 150 181
Total expenditure 32249 3,326 3,749
Federal 2,049 1,898 2,127
Provincial and municipal 1,200 1,428 1,622
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SOURCE AND DISPOSITION OF PHRIVATE SAVING, 1947 - 1949
(millions of dollars)

. 1947 1948 1949
SOURCE

Personal savingt 4,28 988 958
Business saving

Undistributed

corporation

profits 602 716 625

Undistributed

Wheat Board

trading profits 37 -155 -84
Inventory revaluation
ad justment for grain in
commercial channels -18 -4 3
Depreciation allowances and
similar business costs 1,009 1,141 1,277
Residual error of estimate + 4O +108 - 93
Total 2,098 257948 2,687

it

See notes and Table VII, pages 13 and 14 for detail of savings
of Canadian policyholders through life insurance companies,
included in personal saving, above,



CANADAG
TABLE V

SOURCE AND DISPOSITION OF PRIVATE SAVING, 1947 = 1949
(millions of dollars)

1947 1948 1949
DISPOSITION

Gross home investment
Housing! 492 647 753
Plant and equipment 1,565 2,016 2,076
Inventories 879 64,6 12
Net foreign investment 17 399 150

Government deficit (+)
or surplus (=) =816 -807 =398
Residual error of estimate -39 =107 : +94
Total 2,098 2,79 2,637

1See footnote 2, Table 1, page 3.



CANADA
TABLE VI
CORPORALTION PROFITS, 1947 - 1949

(millions of dollars)

1947 1948 1949
Corporate profits before taxes 1,828 1,969 1,930
Deduct: income and excess profits
taxes 724 710 673
Corporate rrofits after taxes 1,104 1,259 1,21
Deduct: dividends paid abroad 2L8 24L9 317
Corporate profits retained
in Canada 856 1,010 924
Deduci:
Dividends paid to
Canadian residents 237 278 283
_ Charitable contributions .
q of corporations 15 16 16
!r)- :
I 4
Undistributed Corporation Profits 602 716 625




SAVINGS OF CANADIAN FOLICYHOLLEWS THROUGH LIFE INSURANCE COMPANILS

Life insurance companies are regarded as "associatiomsof individuals"
for national accounts purposes, l'he savings of such companies are, therefore, treated
as part of personal saving, The savings of life insurance companies in any year
are defined as receipts minus disbursements, To estimate savings of Canadian policy-
holcers care must be taken to include only savings which arise from business trans-
acted in Canada and, in the case of stock companies, to adjust for funds accruing
to shareholders,

The receipts of life insurance companies may be divided into two parts:
receipts from policyholders and investment income., With minor exceptions, the
figure for investment income is identical with that employec in the national accounts,
One adjustment which should be noted here is that interest earned by pensicn funds
of emplcyees of Canadian life insurance companies is deducted from investment income
in the savings estimate,as it cannot be considered income accruing to policyholders,
Heceipts from policyholders include the following items: Net Premium Income,
consicerztion for Annuities, Consideration for Sinking Funds, Consideration for
Setilement Annuities, and Amounts left with the Jompany at Xaterest, Also included
under receipts are decreases in policy loans, as such decreases constitute savines
on the part of policyholders, while increases of policy loans are a form of dis-
saving, and are hence deducted,

i'he disbursements may also be divided into two parts: claims paid
Lo policyholcers and total expenses paid. Increzses in the accrued expense
liabilities for salaries, commissions; medical and legal fees,and taxes are included
with disbursements, Claims include: Total Disbursements under Insurance and
Annuities Contracts ana Miscellaneous Payments under Coniracts,

In the case of Canadian companies only that portion of these items
which arises from business in Uanada is included, For certein of these items the
separation between "in Canada™ and "out of Canada" is made by the companies them-
selves, while for other items estimates of the "in Canada" portion have to be made,

The above method of estimation applies only to Dominion registered
companies, As information on provincially registered companies is not available
in such detailed form, a somewhat different method of estimation is employed,
The savings estimate for provincially registered companies is derived by takirg
the resultant of their net premiums plus their investment income (as estimated
for the national accounts) minus their net claims and expenses (as estimated for
the national accounts) and applying thereto the ratio which savings of Dominion
companies,as calculated by the more detailed method described above,bear to
the savings of Dominion companies as calculated by the method described in this
paragraph.

These estimates do not include data on Fraternal Benefit Societies,

All data for Lhe estimates were obtained from Volume II of the Annual Report
of the Superintendent of Insurance for Canada,

- 13 -
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CANADA

TABLE VII

SAVINGS OF CANADIAN POLICYHOLDEKS
THROUGH LIFE INSURANCE COMPANIES, 1926 - 1948

(millions of dollars)

Domnion Reflstered companies Provincially
Year Canadian British Registered Total
and Foreign | Companies
1926 51 <5 1 il
1927 54 28 il 83
1928 63 31 L %
1929 51 29 1 81
1930 L3 29 1 73
1931 S 25 1 63
1932 12 16 0 28
1933 29 17 0 46
1934 48 23 L 72
1935 55 25 1 8l
1936 6L 2h 1 89
1935 61 24 ¥ 86
1938 63 23 il 87
1?39 62 20 [l 83
1940 60 25 1 86
1941 78 30 1 109
1942 87 38 1 126
1943 112 47 2 161
1944 120 48 4 172
1945 124 49 b 1{i
1946 132 49 5 186
1947 119 57 5 181
1948 136 56 5 197
1 - =
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TABLE VIII

RECONCILIATION OF NET INCOME OF AGRICULTURE 1947 - 1949, IN TABLE 1
WITH "NET INCOME OF FARM OPEHATORS FROM FARMING OPERATIONS",
AS PUBLISHED BY THE AGRICULTURAL DIVISION - D.B.S.
(Millions of dollars)

1947 1948 1949

Net. Income of farm operators

from farming operations,l 1,235 1,693
Deduct:imputed net rent of
owner occupied dwellings, 2 - 19 -19
Deductsnet transfers under
Prairie Farm Income Plan and
Farm Assistance Act, 3 =6 =14
Net Income of Agriculture 1,210 1,660 1,587

lSee "Net Income of Farm Operators from Farming Operations,
Canada, '1946 to 1948", D.B.S, Figures are not available for 1949,

2
This item is included with "Investment Income", table 1,
page 2,

3These items are deducted since transfer payments are
excluded from "Net National Income at Factor Cost", table 1, page 2,



APPENDIX "“A®

MEIHOD OF CALCULATING VAIUE, VOLUME AND PRICE CHANGES
OF GROS5 NATIONAL RXPENDITUKHE

The following table presents a breakdown of expenditure
totals into their volume and price components. The value figures
themselves show how total income and outlay vary “rem year to year,
but the question has frequently been asked, "How has total real
outnut or the real volume of expenditure varied?" sometimes the cost-
of-living index amd the general wholesale price index have been used
as a guide for separating value and volume changes but they were not
designed for this particular purpose,

The general procedure can be illustrated briefly as follows:
Consumer expenditure in millions of current dollars was +10,083 in
1948-and 10,750 in 1949, The value index was therefore 106.5 and
the value increase 6,5 per cent, The yprice index for deflating these
figures was 104,0 (1948 = 100), If it is divided into the value
index of 106.,6 it gives a volume (nuantity) index of 102,5. Re-
stated, the volume increase was 2.5 per cent. The same answer
can be obtained directly by dividing a price index into the current
dollar figures themselves, The following is an actual example
of the calculation from table IX, in which the deflation is carried
out in terms of 1935-39 based price indexes,

19,8 1949
Consumer expenditure, current dollars 10,083 10,750
Divide by price index (1935-39 = 100) 156.9 163,2
Equals consumer expenditure
constant (1935-39) dollars 6,428 6,589

Volume change: 6,589 : 6,428 = 1,025 or ¢ 2,5 per cent

The next step is to combine consumers’ expenditure with
government, investment and foreign trade, The current dollar values
are summed and divided by the sum of Lhe constant dollar values to
obtain the price index implicit in their total, The algebra for this
procedure is as follows:



1¥

Current dollar values = Pi 9
Price indexes (Paasches) = Pi Gi
Fo g4

Constant dollar values « current dolla:s & price indexes
1 B

MY T —— = PG
Po Q¢
vonstant dollar value in base period = P, q,

Guantity index for any item _féqi

P,

Sum of current dollar values = =p;a;

oum of constant dollar values e =pg Qg

Implicit price index in total « 2 _ =
#Po qj
quantity index in totai == P, 4
= Py B

fhe avove illiustration is applied to the major iiems of gross
national expenditure in Table IX below, The same theory and
application are involved in the detailed calculations from individ-
ual items up to the final groupings. The quantity indexes are
Laspeyres' (weighted by base period prices) and the price indexes
are Paasche's (weighted by current quantiiies), The product of
price and quantity indexes is then a value index, as follows:

=R% , Pow P

— s

B Q4 “Po Qg “Po 90

M

A minor qualification occurs in that within the smallest
groups of items such as food, men's clothing, etc. the initial
deflation is by existin; price indexes, which are all of the
Laspeyres! type. The weights within the smallest groups, however,
do not in all likelihood change sufficiently from year to year to
cause any difference in behaviour between Lzspeyres! and Paasche's
price indexes, so that the one is equivalent to the other. Even.
if strict theoretical consistency were warranted, the data do
not exist for changing the weipghts of the small items each year,

It is expected that the historical record of volume and
price movements from 1926 to 1949, on a 1935-39 base, will be
published during the year. The contents of each sroup, together
with a de:cription of the price indexes used for deflators will be
given in these later relecases,
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CALCULATION OF VaLUE,

Ca

NaDs

TaBLE IX

VULUME aND P2ICE COMPONENTS

OF GRCSS NiTICHAL EXFiNLITURE, 1935, 19.7 1949
(Values in millinons of dollars, price indexes
on base 1G3% - 39 = 100)
Ay " 1979 1945 1G£8 _r_lﬁgﬁh___"
Perscnal expenditure on currert $ 3,86! 9,126 16,083 10,750
consumer goods =nd services price irdex| 101,9 140.2 156.9 ‘67,2
constent § | 3,789 €,509 6,428 €,489
Jovernment, exnenoiture on current $ 724 1 4851 1,787 2,.08
goods and serv: price index| 100,32 A 162,9 172.9
corstent $ 722 1,051 1,097 1,219
Gross home invesztment

Housing current § 145 492 647 753
price index| 1Cz.7 Uz ) 202.8 2ld. 2
econstent § 141 288 319 355
Plent anc equipment current § 409 1,565 2,016 2,076
price index| 102,2 176,02 190,98 200,0
constant § 400 885 1,056 1,038
Inventories - ook wulues \ 327 879 646 2
Deduct: invemtory roveluation adjustmeni ' =35 =508 =548 =61
Equa!s value of physical changs 292 371 98 =49
Physic:l change in constant § 312 2.6 1 =12
Exports of gocds and services current $< | 1,451 3,629 FARUNA 31,974
price index| 97.6 182.9 198,54 205,2
constant § | 1,487 1,984 L8RP 1,927
- Deduct: imports of current §2 |=1,228 | «3,612 ~3,645 | =3,824
gnods snd services price irdex| 99.2 185.6 210.6 2060
constant § ]=1,337 =1,946 =1,731 | =1l.770
Sub-total current § 5,589 13,630 15,578 15,849
corstant & | 5,514 | 9,017 9,267 9,356
implicit price index” 100,7 1455 162.2 168,7
Residual error current § +9 =30 =107 + 94
implicit price index | 100,7 L45.5 T62:R 168,.7
constant $ + 9 =27 -6€ + 56
Gross National Expenditure current. § 5,598 13,591 154471 15,943
implicit price index | 100,7 L48a5 162.2 168,7
constent § | 5,523 8,990 9,201 9,412

Footnotes on next page.



Footnotes toTable IX 19

1. The Inventory Revaluation Adjustment is obtained by differencing
the current book value of inventory changes and the value of physical
change. The procedure can be outlined briefly as follows: Year end
inventories as reported by manufacturers, farmers, retailers, etc,,
are divided by price indexes on a 1935-39 base representing the cost
according to the model method of valuation of inventory in each trade
or industry, This gives inventories in base peried dollars, the year
to year change in which is a measure of physical change. The physical
change is then revalued at annual average prices, The difference
between this and the original book value is the inventory revaluation
adjustment, It is excluded from calculations of real volume of out-
put of final goods and services in G.N.E. as shown below ) 3,

<. The commodity components of trade are as follows:

o ws

Commodity exports, current § 90 3,011 2,959
rrice index 96,1 212,0 218,6

constant § 943 1,420 1,354

Commodity imports, current § 713 2,598 2,683
price index 29.1 214.,0 220.8

constant § 719 1,214 1,215

3. The implicit price index is obtained for the subtotal as follows:

1939 1948 1949
Sub total G.N.E, excluding
rzzidugl error- 5,589 15;5%8 15,849
Deduct inventory revaluation
ad justment - 35 - 548 =61
S,s56 15,030 15,788
Sub total in constant $ 5,514 9,267 9,356
Equals implicit price index 100.7 1622 168,7

This price index is then applied to the residual error, The

b;
tant dollar values of G.N.E, are then obtained by
gxljnr;rnfg:{‘os?d 'Fl?xgsp??ce s1)nd:x for G.N.E, is the same as the "implicit |

price index" mentioned above. The quantumof G.N.E. is ?nclusive
of the quantum in the residual error. The‘product of.prlce :n 8
quantity indexes differs from the value index at t he final stage by

the amount of the inventory revaluation adjustment.
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