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CAN. CHAMBER OF 

COMMERCE: 

COST OF 

GOVERNMENT 



PRESIDENT 

J. H . Woods . . • • - - - • • Calgary 

CHAIRMA.~ OF THE EXECUTIVE 

George C. McDonald • - - • - . Montreal 

\'ICE·CHAIRMEN OF THE EXECUTIVE 

C. L. Burton - - - - - - - - - Toronto 
M. W. 'Vilson - • - • - - - . Montreal 

HO.'ORARY TR EASUR ER 

W. G. Watson - - - - - - _ . Toronto 

VICE· PRESIDENTS 

G. H. Barr, K.C. - • . • - - - - Regic.a 
Duncan Cameron • - . - - - • 'Vinnipeg 
T. S. Dixon· . - . - - - - - Vancouver 
J ohn M. lmrie · - - - . • - • Edmonton 
J. A. LaRue · • - - . - - • • - Quebec 
S. A. McDonald - - • • • . Charlottetown 
J . D. McKenna • • - - - - - Saint John 
J . A. Tory - - - - - - Toronto 
A. H. Whitman - - - - - - - - Halifax 

General Sir Artbur W.Currie, G.C.M.G., X.C.B., LL.D., 
Principal of McGil1 University, 
MONTBEAL , ~e. 

Dear Sir Arthur Currie: 

ADVISORY COUNCIL 

W.1I1 Hirks, Chairman - - - - - Montreal 
G. E. Barbour· - • . • - - • Saint John 
E. W. Reatty, K.C. • - • - - - Montreal 
A. O. Dawson . - - - • - - - Montreal 
A. M. Dollar - . . - - • • - VanCOU\'er 
S. B. Gundy . - - • - • - - - Toronto 
James Richard.on - . • • • - • Winnipeg 
John \V. Ross • • • - - - • - Montreal 

NATIONAL COUNCILLORS 

J. A. Clark - - • - . . • - Charlottetown 
Charles Duqu<!tte • - - • . - . Montreal 
J. G. Harrison· - . - - - - - Saint John 
T. A. IIornibrook - - - . - - - . Calgary 
J . McEachern - - - • - - - - Winnipeg 
H. R. MacMillan - • - - - - - Vancouver 
W. L. McGregor - • • - - - • - Windsor 
J. M. Stevenson, K.C. • - - Saskafoon 
C. H. Wright - - - - - - . . - Halifax 

SECRETARY 

W. McL. Clarke -

Cable Address -

- - Montreal 

"Canchamber" 

The Board of Trade Building, 
Montreal, June 11th, 1931. 

You doubtless are more or less familiar with the Trade 
and Goodwill Mission made up of 150 Canadians, some 90 of whom were business men of 
consequence throughout the Dominion, who recently visited Latin-!merica and parts of 
the British West Indies. A copy of our official report is being sent you under 
separate cover. 

May I call your particular attention to recommendation 
No. S, on page 5 of the printed report. It was the unanimous opinion of the Canadian 
business men on the delegation that there should be urged upon the educational 
authorities of the Dominion the desirability of placing greater emphasis on the study 
of Spanish in the curricula of our universities. We quite appreciate that a good deal 
has been done more latterly in this regard but we still feel that, if Canada is to 
take ~11 advantage of the opportunities for the development of our foreign trade 
in the great countries of South America, more of our young men entering business can 
be advantageously equipped with an intimate knowledge of Spanish, and to a lesser 
extent of Portuguese. 

There is no thought on the part of any of our members to 
dictate the policy of our universities, but it was felt that, presiding as you do 
over a great~ucational institution, you would welcome the findings of outstanding 
Canadian business leaders on this important subject. . 

We should appreciate very much receiving an intimation 
that our university authorities are favourably disposed toward the implementing of 
the foregoing important recommendation. 

Mission. 
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PRESIDEXT 

W. L. ~IcCregor . . . Windsor 

CHAIR:\1AX OF THE EXECUTIVE 

A. O. Dawson . . • . . • . . !lIontreal 

\,ICE·CHAIR!lIE~ OF THE EXECUTIVE 

C. L. Burton . . . . . . . . . Toronto 
:'11. W. WiIson . . . - . . . . Montreal 

HOXORARY TREASCRER 

c. S. ~lacdonald - - - - - - Toronto 

YICE·PRESIDE~TS 

Dur.can Cameron - - - - - - - \Vinnipeg 
J. A. Clark .. - . . - Charlottetown 
J. C. Harrison 
John :\1. Imrie 
J. A. LaRue 

. . . . . . . Saint John 
. Edmonton 
. . Quebec 

W. H. Malkin· . Vancouver 
. Toronto 
Saskatoon 

Frank A. Rolph 
J. :\1. Stevenson 
A. H. Whitman . Halifax 

Sir Arthur W. Currie, G.e. j. 

Principal,McGi11 University. 
ontreal. 

Dear Sir Arthur CUrrie:-

• K. C.B. , 

ADVISORY coeXCIL 

J. If. Woods, Chairman 
G. E. Barbour 

. Calga~y 

. . . . Saint John 
. . Regina 

. . . . - . :\Iontreal 

. . . . . . :\Iontreal 

G. H. !larr, K.c. . 
E. W. Beatty, K.c. 
W. :\1. Birks 
A. :\1. Dollar . . - . . • . . \'ancouver 
S. B. Gundy . - . - - . . . - Toronto 
G. C. :\IcDonald !lIontreal 
J ames Richardson 
John \\'. Ross 

Winnipeg 
!lIontreal 

XATIOXAL COUXCILLORS 

J. P. Anglin - . . . . . - - - :\Iontreal 
John Burns· . - . . . . . . . Calgary 
P. B. Fowler . . - . . . . . . Victoria 
H. T. ~Ialcolmson . Hamilton 
John ~lcEachern . . . . . . - Winnipeg 
C. B. McKee· . - - . - . . . . Regina 
H. P. Robinson . . . . . . - Saint John 
C. R. Rogers· . - . . . . - Summerside 
C. H. Wright . - - . . . . . . Halifax 

SECRETARY 

W. McL. Clarke· - . . 

Cable Address . . . . 

. . Montreal 

"Canchamber" 

The Board of Trade :SUildi Db, 
ontreal, November 21s~ 1931. 

It Vias very kind. of you to· write 
me under date of November 19th intimating that you had urged. 
Dean Barton to attend our Agricultural Conference in .oronto 
on November 27th. I have just received. a communication from 
the Dean in which he states that he is arrangir't) to be present. 

e shall welcome any additiona~l __ _ 
representative from ~cGill University wAom you ill wish to 
nominate. 

Yours very truly. 

secretary. 

C:W 
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Sir Arthur W.Currie, G.C.M.G., K.C.B., 
Princinal, 
kGill University, 
Montreal, QIle. 

Dear Sir Arthur: 

The Board of Trade Buildine, 
10ntreal, September 2nd, 1932. 

While in Montreal before leavinb on our Convention 
Cr~ise Tour I wanted to tdke this opportunity of eX9ressing my anpre
ciat ion of your recoIIll!lendat ion of Dr. J. C. Henmeon as 0. member of the 
researc committee an~ointed in connection lith our Chaober's work on 
Economy in Goverr~ent, under the Chairmanship of Mr. W.Sa~ford Evans. 
The Assistant Secretary told me of his chat 7i th you and I lmOVi t hnt 
Dr. Herrmeon will be an invaluable member of the sub-committee. As 
you know we had in mina for the oth~r ~emb6rs of the Committee Dr. 
H.L.Brittain, Professor Gilbert Jac:irson and Hr. Clarke. 

Our Directors and myself are greatly impressed with 
the possibilities which lie before the larger group of business men \7ho 
have accepted to act on the committee in an advisory capacity an2 the 
unusual interest displayed in this important question assures me thet 
the Cnarnber has a uniaue opnortunity to serve in the national interert. 

e expect to get off with u good start at our Halifax 
Convention. Mr. 'Wens I 1010W will wish to confer with Dr. He:rneon on 
his way home to Winnipeg after the annual meeting. 

Once again anpreciating your aim decision to serve on 
the larger committee and for naming Dr. Hemmeon, 

Yours sincerely, 
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Dr. J.C. Ho eon, 
olfv111 , ~ova Scoti • 

D r Dr. ne eon, 

S pto b r 9, 1932. 

Let e aokno ledgG your lotter of 

S pt mbor 6th. I v ry lad you ill be able to 

et on the ub-oomtlitt ppoint d by th C n d1 n 

Ch mbor of Commol'e to lnv tig t the Co t of Govern-

ment in C nad • I hav 1'1 tten r • eGregor. t 

Pres iden t o, and told him yo 111 be nominee fro 

UcGl11. Do not hurry b c on thi ccoun t, but I 

uggest that you rap in o r. oGr or ~ h 

C nndlnn Ch ber of Com re • !h o r of r d 

Bul1dln , ~on tre 1. 

Ever your faithfully. 

Principal 



• N~'IIONA.L COWUTTEE ON' eOST 01 GOVEBNMENTS 

UNDER THE -'.USPlCES OF THE CAlWlW CHAWB'IR or CClAIEMI 

PRINCE EDWAF.D ISLAND 

S. A. ...!cDonald Charlot~town~ 

1I10V-'. SCOTU 

.A.. H. Wt.itman, iJanaging Diractor, Robin, Jones & 
~~itman, Limited Halifax. 

J. H. Winfield, Managing Director, Moirs, LimitedHalifax. 

H. F. Bethel, Manager, .A.cadia Trust Company Troro. 

mm BRUNSWICK 

Q,UEBEC 

ONT.A.RIO 

T. H. Estabrooks, president, ' T. H. Estabrooks 
Co. Ltd. 

George C. McDonalc., Senior Partner, Clarkson, 
McDonald, currie & Company 

R. P. Jellett, General Manager, The Royal 
Trust Company 

j.. O. Dawson, president, canadian Cottons, 
Limited 

C. E. Gravel, Real Estate and Investments, 
84 Notre Dame St. West 

J. V. Ra Porteous, Director, Greenshields, 
l.imited 

Dr. lie Barton, Dean of Agricul ture, 
Macdonald College 

~ 
Hon. Gardon w. Scott, p ·.~ S. Ross & Bons # 

Sir .A.rthur Currie, principal and Vie&
Chancellor, McGill university 

J • .A.. LaRu.e, Messrs. LaRue & Trud.el 

s. B. Gundy, President, Oxford University press 

C. S. Macdonald, President, Confederation Life 
.A.ssociation 

J. M. Macdonnell. General Manager, National 
Trus t Company, L imi t ed 

George E. Smith, Gene'ral Manager, Canada 
permanent Mortgage Corporation 

J. A. McLeod, president, Canadian Bankers l 

Association 
~ Y. Eaton, president, T. Eaton Company, 

Limited 
.A.. N. Lii tchell, General Manager, C~da Life 

.le urance Cumpany 
W. B. Woods. General Manager, Gardon 1~ack:ay & 

Co. Ltd. 
-'.. E. Ames, President, .A.. E. Ames & Co. 

Limited 
J. Y. Murdoch, X.C., President, Noranda Mines, 

Limited 

saint John. 

Montreal. 

Montreal. 

Montreal. 

14ontreal. 

Montreal. 

ste.A.nne de 
Bellevua. 

Montreal. 

Montreal. 
~ebec. 

Toronto 

~oronto • 

Toronto. 

Torellto. 

Toronto .. 

Toronto.. 

Toronto., 

Toronto. 

Toronto. 

Toronto. 
, If. 11. Campbell, President, Ford ;4otor Conpany 

of canada East Windsor. 
C. M. Bowman, Chairman of the Board, the Mutual 

Life .A.ssurance Company of Canada 
W. B. Somerset, Chainnan, Ontario Marketing 

Commission 
Major Gordon tngram, President, Smallman & 

Ingram, Ltd. 
Colonel W. L. McGregor, President, camadian 

Chamber of Commerce 

Waterloo. 

London. 

Windsor. 
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MANITOBA 

W. Sanford Evans, President, Sanford Evans stati?tical 
Service 

Qeorge W. lllan, I.C., Chairman of the Canadian 
. Committee, The Hudson~ ]ay company . 

C. E. Hayles, President, Winnipeg. Grain Exchange 

• 

Winnipeg. 

Winnipeg. 
Winnipeg. 

R~ ~. Wright, President, Western Canada LiTe Stock Union Drinkwater. 

Dr. Robert C. Wallace, D.Se., president, University of 
.Alberta 

col. J. H. Woods, Managing Director, the calgary 
Herald. Limi ted . 

]RITISH COLUW3U 

R. R. MacMillan, ' President, H. R. MacUillan Export 

Edmonton. 

Calgary. 

Company, Limit ed .. ' Vancouver. 
Christopher spencer, President, David Spencer, Limited, 

Departme~'tal Stores Vancouver. 
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Sir Arthur Currie, G.e •• G. , X.C.B., 
Principal and Vice-cr~cellorJ 
McGill University, 
Montreal. 

Dear Sir Arthur Currie:-

The Board of Trade Building, 
Montreal, July 27th, 1932. 

~conomy in pUblic Finance 

On my recent journey from the Atlantic to the Pacific, 
during whiCh I visited some fifty of the leading communities of canada, two 
questions were to the fore in our conversations with business men - the first 
was the Imperial Conference and the second was the growth of taxation necessi
tated by the ~ost of services forced upon our various Governments, whether 
municipal, provincial or federal. 

A glance at the situation of our different treasuries 
reveals the need for drastic retrenchment. already recognized by Governments, 
which we believe \7ould now welcorne a widespread urge in Ue direction of econo:rlY_ 

It 118S been made popular by the pressure of public 
approval for all Goverrunents to spend liberally. and it is now necessary for 
an articulate Canadian opinion strongly to express itself in favour of economy_ 

Intelligent consideration can only be 8iven to our 
public financing and the indifference to our mounting taxation can best be overcome, 
if there is brouGht home to the public interpreted data on these questions. 

The Canadian Chamber, yielding to the pressure from many 
responsible quarters and in its desire to assist our various Governments, is 
setting up a Committee of nationally-known business men with a view to giving 
expression to business thought on this question of economy in public Finance. 
The gathering of the requisite information for study by the Committee will be 
undertaken by a qualified secretariat. funds for which have already been secured. 

As President of The Canadian Chamber of Commerce, I am 
inviting you to act on this Committee, knowing that your counsel and leadershi. 
will go far towards making this undertaking of permanent help and benefit to 
the Dominion. 

Anticipating your co-operation. believe me 

Yours sincerely, 



July 30th, 1932. 

• L. oGregor, Eaq., 
President, The Canadian Chamber of CO!!Jmerce, 
The Board ot Trade Building, 

o n t rea 1. 

Dear r. oGregor:-

I have your letter ot July 27th 
and fulll sympatbAee with it purpose. It lou, 
as PresIdent ot tb Caned! n Chamber ot Co Gree. 
teel that I can be ot aqy aa.istanoG to you in 
influencing canadian opinion to urge upon 
respective governments. Dominion, PrOVincial and 
uniCipel. the need tor strict. but fair. ee01lO!ll7. 

I snaIl be only too happy to serve on the c ittee 
you are to~ing. 

i shIng you all uoce88 in this wortb¥ work, 

I , 

Yours faithfully, 

Principal. 



PRESIDENT 

W. L. McGregor - - Wind.or 

CHAIR~IAN OF THE EXECUTIVE 

A. O. Dawson - - - - - - - - Montreal 

VICE-CHAIRMEN OF THE EXECUTIVE 

C. L. Burton - - - - - - - - - Toronto 
M. W. Wilson - - - - - - - - Montreal 

HONORARY TREASURER 

C. S. Macdonald Toronto 

VICE-PRESIDENTS 

Duncan Cameron - - - - • - - V{innipeg 
J. A. Clark - - - - - - Cbarlottetown 
J. G. Harrison - - - - - - - Saint J obn 
John M. Imrie - Edmonton 
J. A. LaRue - - - - - - - - - Quebec 
W. H. Malkin - - - Vancouver 
Frank A. Rolph - Toronto 
J. M. Stevenson Saskatoon 
A. H. Wbitman - Halifax 

Sir Arthur Gurrie, G.C •• G., K.C.B •• 
Prin~ipal and Vice-Chancellor, 
McGill Uni versi ty. 
Montreal. 

Dear Sir Arthur Currie:-

ADVISORY COUNCIL 

J. H. Woods, Chairman - Calgary 
G. E. Barbour - - - - Saint John 
G. H. Bar<, K.C. - - - Regina 
E. W. Beatty, K.C. - - - - - - Montreal 
W. M. Birks - - - - - - - - Montreal 
S. B. Gundy - - - - - - - - - Toronto 
G. C. Mc Don aId - - - Montreal 
J ames Ricbardson - - - -
John W. Ross - - - - -

Winnipeg 
- - Montreal 

NATIOXAL COUNCILLORS 

John Burns - - - - - - - - - - Calgary 
P. B. Fowler - - - - - - - - - Victoria 
H. T. Malcolmson - - Hamilton 
John McEachern - - - - - - - Winnipeg 
C. B. McKee - - - - - - - - - - Regina 
H. P. Robinson - - - - - - - Saint John 
C. R. Rogers - - - - - - - - Summerside 
C. H. Wright - - - - - - - - - Halifax 

SECRETARY 

W. McL. Clarke - - - -

Cable Address - - - -

- - Montreal 

HCancbamber" 

The Board of Trade :Building. 
ontreal, August 22nd, 19~2. 

Economy in Public Finance 

Siuce inviting you tc act on our National Committee 
on Econo in GovermnfJnts. and since recei vinl':; your acceptt.nce, we have been 
quiGtly going ahead with the preli inary plans ;or the organization of the 
work. 

It is . ost Lratifyin~ to me to have received the 
~o-operatlon of so many prominent leaders throuohout the provinces whose 
support is indicated in the acceptances as set out in the attaChed sheet. 

uere c.r ... E. few E-r1tlemen yet to hear froJl before the committee is f':'nall" 
announced. Chairnan will also be selected. 

Our Executive have been givip~ ~onsiderction to tne 
practical functioning of the Committee and it was decided to invite ,r. W. 
sa.uord Evans of WinnipeL to head up a sub-committee which ill carry on the 
researc.n connected with the enquiry and to prepare the briefs for the r.ain 
Comn.ittee's consideration. Mr. Evans i.as therefore been retai ned by the 
canadian Chamber and l ... is s.J.b-comrni ttee will consist of professors of econo.nics 
from some of our Canadian Universities, together ith Dr. H. ~. Britt~in, 
Director of t e citizens! Research Institute. and the Secretary of the CaLa
dian Cha.o:.ber. 

The National Committee will be kept advised as to 
the progress being made and it is hoped sometime during the autunID months to 
have as many members of the main Committee as is possible meet either in 

ontreal or Toronto. 



THE CA"" ADIA"", CHA~lBEH 01<' COM~lERCE 

Sir rt ur C.rrri. e, G. v . ... G. , K. C. B. U&Ust 22nd, 1932. 

T e ro rr e for our Convention t is ear at 
H~lif~x, Sept b r 13th, 14th, and 15th, largely centres around Sound FiLa~ 
~ir.g in Gove~cnts, and it is hoped to bet tLe reliminary work definitely 
launched at the Halifax Conventlon. It ould be es_ecially helpful if you 
could arranl.,;e to shape your _ lans so as to be _ resent it. \lS at 'al':'fax, and. 
I need ~rdly say ha greatly e covet your att~ndance at that time. 

uaking of the C 
rece~ved fro the 

e shall be able 
econo ic life of 

enc . 

TI.e idespread. and gEnuine interest in t is er-
ber is evi enced in t e thou tful letters which I have 

embers of the Co ittee, and it is my earn st .ope hat 
together to perform a service of ,erm nent value to the 
our Dominion. 

Yours 
verytruH~ W 

Prosident. ~ 



THE CANADIAN CHAMBER OF COMMERCE 
BOARD OF TRADE BUILDING w- ~. ~ 

MONTREAL 

Sir .A.rthur W. Currle. G. C. ' . G •• 
Principal and Vice-Chancellor, 
YcGill University, 

ontreal. 

Dear Sir .A.r~ur Currie:-

September 29th, 1932. 

Economy in Public Finance 

No doubt you have n recent references in the press to 
the launching of the work in con ion with ~conomy in Public Finance. 
The first release prepared by Mr. • sanford Evans, and surveying the trend 
of our debts, a copy of which has already gone forward to you, was presented 
to the Halifax Convention of The canadian Chamber of Commerce. Other con
structive papers were there read by Dr. H. L. Erittain of Toronto and by the 
Hon. Gordon Scott of Montreal dealing respectively with }fLQnicipal Taxation 
and Provincial Tax Burdens. 

~sses were very favourably received and this 
impression has b~ed by interviews which Mr. Evans had this last 
week with a number of business leaders hoth in Montreal and Toronto. So 
far as I can judge from press clippings, the opening of our campaign has 
been well featured in the news and editorial columns of the daily papers. 

Mr. Evans has returned to Winnipeg and is now preparing 
suggestive and arresting statements which will be transmitted to the illembe rs 
of the Committee anQ released to the public. The aim is to get as much 
educational publicity as is practical before the end of the year. Mr. 
Evans, consequently, is devoting all of his time to this work. Toward the 
first of 1933 legislatures will be meeting and it is to be hoped by that 
time legislators and municipal councillors will realize that business is 
keenly alive to the necei sity of practising Government economy. 

To assist Mr. Evans t working provincial committees are to be 
set up. More detailed research can thereby be accomplished and a more inti
mate and greater interest aroused provincially. 

The canadian press has promised their full support and with 
their co-operation we shall be able to reach a wide reading public. I might 
further add that it is expected that some of the canadian and Service Clubs 
will be addressed by speakers wh4ttan ably present the story of mounting 
Government costs. 

It seems better, rather than call the members of the Committee 
together at the present time. to proceed along the lines indicated above 
and probably before the end of the year to have a meeting of the General 
Committee. The members should then be able to consider recommendations and 
if the meeting were held in ottawa, for instance, they could at the same 
time place before the Cabinet any definite proposals which would meet with 
the acquiesence of the committee. 

I shall be keeping you informed periodically of the progress 
in the work, and in the meantime may I ask you to let me have at our National 
Headquarters any views which you desire to express concerning the shaping 
and development of our programme. 

Yours very 
trul

Y

U t&d u/vV' 
W. L. McGregor t 

Chairman of the National 
Committee on public Finance. 



DISTTIBUTIOrJ OF ORDI::Ai\Y EXPENDITURE 1930-31 

GENERAL FIELD OF EXPENDITURE-ALL GOVERNMENTS 

It is substantially true to say 
that governments of sovereign stat es 
can do, and in the end must do, every
thing majorities approve and insist 
upon, and t hat t l,ey can in the end be 
stopped from doing whatever majorities 
disapprove. 

The possible field of government 
activities is as ';lide as human inter
ests in an organized society. Within 
this field, or any part of it, govern
ments may perform many different kinds 
of functions and employ many different 
ffiethods of operation. Certain func
tions, few in numoer, are capable of 
being performed only by government£, 
but they can also undertake anything 
individua:!.s can do. 

If costs are to be lessened, it 
must be in one or more of the follow
ing ways: by narrowing the field of 
activities, if it is unnecessarily 
wide for the conditions of t he times; 
by reducing the nuober of functions 
perfonned over the whole field or in 
some section of it; by better organiza
tion and more efficient management of 
details. 

As now set up, government accounts 

14.602 

- z.f.OUCATION 
173Z~ 

3-PROTECTlON OF 
PERSONS & PROPERTY 

ONCL DEfENCE] 
1466"/. 

do not present any such analysis by 
field, function and method as would 
form a basis for clear understanding 
and sound decision. 

In a special compilation for 
this study, the Citizens' Research 
Institute has asseffibled, under gener
al headings, figure s of expenditure 
of all governments combined. The 
headings were selected to suit the 
classifications now common to govern
ment acc ount s and the results ar e 
represerrt ed in the diagram. 

These figures, thus classified, 
are of interest as suggesting the 
extent of the general field now cover
ed by government expenditures and as 
indicatin g some, at least, of its logi
cal subdivisions. It is probably the 
first time aggregate figures have been 
grouped in CarBda under anyone SGt 
of headings. 

'I'hat t he information conveyed 
by this compilation should be sup
plemented by further analysis . is) h.ow
ever, quite evident. This analysis 
could be applied to the details of 
t he ac count s of partic ular gOY e rmnent S 

in a series of local studies. 

Issue :~o. 6 



"'i1e fig,u'es repres9. ted in 
the diagram are t .ose of ordi.lary 
expenditures in 1930-31 and the 
total is $959,544,708. 

A few cooments cay be offered:_ 

1. Debt Service, $226,603 , 554 , 
or 23.62 per cem:.. Interest and 
sinking fund payments are, of 
course, only elellients in cost, not 
special fields of expenditure or 
functions of government . ~hese 

payments should. pl'opcrly be dis
t::-ibuted amon~ t11e other groups 
according to the pur!Joses for which 
the ILone)' we s borro"."!od, but t 11is 
distribution YJaS not practicable 
'frith the info!~:;.ation availa b.!.e . 
This is the lnrgest single item in 
the compilation, and wou1 d be 
materially lar eer if all govern
ments segregated in one account 
their entire interest liabilities. 

2. Education, $166,190,565 , 
or 17.32 per cent. Of all the 
services perfor""J!.ed by governmerrt s 
in 1930-31 the provisions for ed
ucation invol vea the largest ex
penditure. 

3. Protection of Persons 
and Property, ~140,682,134, or 
14.66 per cen-v. Under this head
ing are grouped. Duny different 
services, from the administrution 
of justice to natio:10l defence und 
including fire protection. 

4. Communications, 
$140,080,176, or 14.60 per cent. 
This is a cle~rly dsfined section 
of the general field and includes 
railwayo, waterways, highways, 
airways, the post office, etc. 
All will agree as to it s L"llportance, 
but this is a case where the l1ec
essity for an exardilation of func
tions and methods clearly eppears. 

There is the legislative 

function, as in the passing of 
the Re::"iwoy Ac"", the Traffic Acts, 
etc., etc. ft. !;overmnent might stop 
there, 1 eaving enf orceuent to the 
courts. Eut our governmer.ts have 
added the function of administra
tive reg~:ation, as in ~he Board 
of Railway Corr.missioners. Again 
lihere Eight be a st op, but there 
has been added direct service by 
governments through steam a.nd elec
tric raily;ays and steo.rnships they 
have constructed or have bought , 
and now operate either by depart
ments or indirectly through boards. 
Some utilities are ope rated in 
competition with private inter
ests and some are ~de monopolies. 
Another function or rr:ethod is the 
granting of ruil, steamship and 
higimuy subsidies. 

Corr~unic8tions, as well as 
other important interests, mu::>t, 
of course, be served, but the ques
tion is by what function::> or meth
ods? 

The other classes of expendi
ture are: 

5. Legislation alld General 
Overhead, $117 ,909,778, or 12.29 
per cent. 

6. Public Welfare & Charity 
Grant::> , $64 , 526 ,466, or 6.72 per 
cent. 

7. Development and Conserva
tion of :Jational Resources, 
$~8 , 832,626 , or 1.96 per cent. 

8. Agriculture, $18,396,080, 
or 1.92 per cent. 

9. Health and Sani"tation, 
(" ~ 8 3 910,3 0, 22, or 1.71 per cent. 

10. II!llTligrat ion &: Coloniza
tion, ~13 , 952, 048, or 1.45 per cent. 

11. Recreation, including 
National Parks, $7,672,192, or .80 
per cent. 

12. Undistributed, $28,318,767. 

How these service s he ve grovm 
. ',vill next be examined. 

Released for the National Committee on Economy in PUblic Finance 
by the Canadian Cha'T.ber of Corr.mer ce. 
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How expenditures i".ave increas 
ed fron 1904-5 to 1930 -31 in the 
eigJlt governmsl1t service s on which 
r:::.ost money is spent, is shown in 
the di agraw . 

Educatior. . Eet-,lse n 191.3-14 
and 1930-31 exper.ditures increased 
from $44,258,732 to $166,190 ,565, 
an incre~se of 275 . 24 per cent . 
Population of school age (6 to 16 
years) increased in the same per 
iod by some 36 per cent , so t rllt 
the r ate of increase of cost 7:aS 

7. 6 tines that of il'..lmrerS of child 
ren . Comparison by n~Jbers en 
rolled and i1: attel1da:lce cannot 
be sati sfactoril~' made without 
special enquiry because available 
statistics are not on quite the 
saIT,e basis in the tvro periods . 

Per head of the general popu
lation, ~5 . 80 was spent on educa 
tion in 1913-14 end B l i ttle over 
v16 in 1930-31. ',:ost 0 f the 
present active generation below 
middl e age were educated on the 
1913-14 ccale . Are propoi'tior:ate 
ly better results being attained 
with the c~ildren no~ at school! 
Vmat neVl facilities a re provided: 
Is rel atively more done in the 
high er branC!le s! ','!hat part it; 

due to larger capital charges on 
buildings and plant? 

Eo st debt char ges on eelucs 
tional aCCOll:lt are included in 
the above figures of expe!":diture . 
Dec1i c rar ges ill ti eta b:' e elo'.'1 are 
or,ly those not dis"uiCuted to spec
ial services and belong mainly to 
other services . Compl ete distri 
bution might alter the order in 
':lhich the varioGs ser·/ice., appear 
as to cost , but ;;he education 
figures are on the same i"asis in 
all periods and are cooparatle 
among themselves . 

Protection of Person6 and 
Propertv . As lJat ional Defence is 
il~ludeJ under this heading , ex
penditureG due to the war, such as 
perlsion s, soldiers I re - es-'cablish
rr:e.1.t , etc ., account iJl cor,siderable 
pert for an increase from ~32,332, 
374 in 1913-14 to $140,682,134 in 
1930-31 . Excluding all defence 
co at s, hO'Nev er, aY]. d leaving on y 
la'-v er..forcerr,snt, fire protection 
ar..d certain administrative services 
the figures for 1913 -14 were ' 
$18 ,862,925 and for 1?30-31 
$65 ,909,540 , an increase of 249 .41 
per cent, or nearly 7 tirr.es the rate 
of increase of population . 

Issue No~ 



As against this increase in 
cost of 249 per cerrt, convictions 
for all criminal and minor offen~ 
ces increased about 100 per c,ent, 
from 173,138 in 1913 to 345,641 ' 
in 1930; and fire'losses increas
ed 117 per cent, from $14,003,759 
in 1913 to $30,427,968 in 1930, 
Was the extra cost effective in 
protection or proportionate to in
creased work? 

Commu~ications. If all 
debt charges were distributed 
according to servi c'eo' , figMre s 
under this hea~ing would be much 
larger. The incree se shown in 
the diagram between 1913-14 and 
1930-31 was from ' $60;376,231 to ' 
$140,080,176, an increase of 132 
per cent, or 3 2/3 tirLes t he rate 
of increase of population. 

Legi slat ion and Gemlra1 
0yerhead, A care HQ, detailed 
analysis of t he accounts of all 
governments would have to be 
made before the iter.is could be 
segregated which would correct-
1y represent overhead as this 
term is used in private business 
account::; • The general it ems 
in the present classification 
include expenditur es on legis .. 
1ation, the executive staff I 

1930-31 
1. Debt Service $226,60 3, 5~4 
2. Educat ion 166,190 ,565 
3. Protection of 

Persons &: Prop. 140,682,134 
4. Communications 140,080.176 
5, Legi31ation &: 

Overhead ••• 11 7 , 909, 7,(8 
6. Pub. Welfare 8: 

Charity •••• 64,526,466 
7, Natural Res' G. 18,832,626 
8. Agr i cult ure ••• 18,396,080 
9. Health &: San'tn 16,380,322 

10. Irrm.& Col'ztn 13,952,048 
11, Recreation 7,672,192 
12. Undistribut ed 28 1 318 1767 

GRAND TOTAL •••• 959,544,708 

upkeep of public bUildings, col
lection o, f revenuFl, etc. In such 
items' the in'creasl3 VIas from 

, ,$,64:~092,a35 in 19~3-14 to 
$1l7,909,778 :in 1~30-3l, or 84 
per c em, vlhich w~s 2 1/3 times 
the pcpulat iqn ,ra~e. 

Public 'iVe1Jare and Charity 
Grant s. Increases have been at 
a hig.er percerrt'age rate than in 
any other cl~ss. From $9,54 9,454 
in 1913-14 to $64,526,466 in 
1930-31 is a~, increase of 575 per 
cent, or ' 16 times the population 
rate. Speci~l 'unemployment re
lief in 1930.;.31--constituted only 
a moderate ftacti:on of the total. 

AdIhinist rat i:on 0 f Nat ural 
Resources o Expe~diture more than 
doubled since 1913-14. 

Agricu1 t ure. T ffl rate 0 f 
increase \'las 2.9 times that 0 f 
acreage in field crops. 

Health and Sanitation. In
creased at 6 t i!T!es t he popUlation 
rate. 

Totals for all periods in 
each of the clasoifications dealt 
wit h in thi s and the last preced
ing chapter are, in d011ers: 

1921-22 1913-14 1904 -5 
$213, 105,27 0 $46 ,.l80, 823 $26,13 1 ,320 

96,245,235 44,258,732 16,030,241 

114,996,522 32,332,374 10,617,964 
95,284,280 60,376,231 27,670 ,527 

84,261,466 64,092,835 25,165,505 

27,258,282 9,549,454 3,804,916 
9,610,845 7,518 , 023 2,035 ,231 

12,079,428 5,793,889 1,451 ,485 
12,261,989 5, 045,528 2)132,677 
4,358,341 2,138,658 1,040,540 
4,864,94 3 1,979,000 680,000 

441417.486 lL 863 1 583 4,2 2°2°00 
-718, 744,087 297,129,130 121,280,406 

-------
Released for the Nat iona1 Comnitt ee on Economy in Public Finance 

by the Canadian Charrber of Comae rce 



NATIONAL COMMITTEE ON ~~CONOMY IN PUBLIC FINANCE 

CHAIRMAN OF RES£ARCH. 
W. SAN FORD. EVANS. WINNIPEG 

UNDER THE AUSPICES OF 

THE CANADIAN CHAMBER OF COMMERCE 

BOARD OF TRADE BUILDING 

MONTREAL 

CHAIRMAN, 
W. L. MCGREGOR, WINDSOR 

Sir Arthur .Currie, G.C. ,.G., 
Princi al, 
McGill University, 
MONTREAL, Que. 

Dear Sir Arthur Currle: 

October 17th, 1932 

SECRETARY. 
W. McL. CLARKE. MONTREAL 

Enclosed is a chapter, touching 
certain incidental asnects of the problem of Exnenditures 
and Debts, prepared by W.Sanford Evans while waiting for 
the assembly and analysis of figures of general Revenues 
of Governments. No carefully designed diagrams were 
attempted for this fragment. 

Mr. Evans hopes very soon to issue 
two or three Chapters on Taxes - how they have grown, What 
they consist of and what is their relation to ability to pay. 

Yours very truly, 

C:LH Secretary 
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TOTAL GO'VERlP..1EIJT EXPEl DITlTRES VS INCO:m 
EFFECT ON I~lTEREST CHARGES 

Relation of Income to EXpenditures , 
t Proportion 
tAdded to 
' Debt 
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Canadian Governrr,en~s on the aver
age during the past 18 years haYe been 
expending $134 for every $100 of in
COffie. The difference has yearly been 
added to debt. 

This average represents also 
apprOXimately the relative expendi
tures of the DOLinion. Provincial 
GovenL~ents haye spent $152 for every 
$100 of inoome. .:rlunicipal Govern
ments, with their more restricted 
credit, have not increased debt in 
the saIT~ proportion, having spent 
only $124 for every $100 of incoJ:'.e. 

These calculations are based 
on a comparison of total inc~,e 
with increase in gross direct lib 
liabilities. 

Money borrowed by Governments 
creates a direot charge on incoree 
for interest and, moreover , ~ust be 
repaid. AL~ost all direot liabilities 
of Gover!ll~,ents are for money borrow"ed 
for definite terms at stated rates of 
intGrest. If proviSion for repaJ~ent 
out of income is not r.>ade, other mone~
must be borr~{ed to refund. :nte~est 
continues a fixed annual charge. 

How interest payments on debt 
by the Dorrinion have grown between 
1912-13 and 1930-31 is shown in the 
accompanying diagram. 

:nterest paid in 1930-31 _ 
$121,289,844 - was actually appre
oiably greater than total Consolidated 
Fund expendit~res for all purposes in 
1912-13 - $112 ,059,537. 

Total revenues of the Dominion 
from all sources were never large 
enough prior to 1911-12 to have paid 
the interest bill of 1930.31. 

October 13, 1932 
.. _-- .... -. 



In 1930-31 interest payments 
by the Do::cinion were over 9~ tirr.es 
as great as in 1912.13. This ratio, 
of course, refleots an increase in 
average interest rate, because of 
hea·v-y borrowings when money vras 
dear, as well as the increase in 
debt. 

In 1930- 31 interest payrr~nts 
constituted over 31 per cent of 
all Consolidated Fund charges, 
whereas in 1912-13 they were only 
ll~ per cent of charges one-third 
as great. 

Pro\""inces and Uunicipalities 
do not segregate all interest char
ges on their direct liabilities in 
one account, as does the ;)o,dnion, 
and therefore figures for these 
governrrlents exactly corresponding 
to the above cannot be given. 
Their pOSitions are, however , sim
ilar; slightly more extreme in 
so~~ respects in th~ case of the 
Provinces and less so with the 
IAunicipali ties. 

Interest liabilities for the 
I'rovinces in 1930 ... 31 would have met 
all their ordinary expenditures as 
recently as 1916-17. 

If proportionate spending 
continues, in an eaSily calculable 
number of years even present total 
revenues would not be adequate for 
interest charges alone. 

For repayment of debt, still 
further real financial obligation· 
exists. Borrowed money must be 
repaid and repayment should be 
within the period of effective ser
vice of the investment. 

On this principle , what is a 
reasonable term within wLich exist
ing debts s~ould be liquidated. 

They cover objects ranging from 
funding current deficits, or 
grading roads, to the defence of 
national interests in war . Would 
a fair average of ei'fecti"\e ser
.-ice be 20 years, 25 years , 30 
years? 

If 30 years , then t~e interest 
charge of the Donoinion for 1930-31 
of $121, 289 ,844 should be increased 
by a little over one-third, or by 
some $43,000,000 of Sinking fund,to 
represent the real annual charge 
upon income for service of the debt. 

Tl::.e extent to vrhich the \""arious 
governr._ents are novr :r..eeting sinking 
fund requ.irep·,ents can be determined 
only after special enquir;r, but it 
should be realized that proper debt 
charges aga:'nst iJ1COme are l:luch 
heavier than the figures of inter
est alone. 

.&11 these things necessarily 
follmr frOl:t spending $124 to 
$152 for every $100 of income. 

Tr~t large expenditures by 
govermrents ha1e been for under
takings that are, or vrere ex
pected to be .. revenue producing , 
does not alter tLe financial pos
ition indicated above. It is tot
al inco~ _es J including any net rev
enues fro:r._ goverIl.t:.ent businesS 
enterprises, tLat have tl'.us been 
o-I-er-expended. 

¥fuat the taxpayer, as suoh, 
as distinguisL.ed fram the busi
ness custoL"_er of goverm;_entsJ has 
had to bear of all the cnarges of 
governr_ent ~s the beEt practioal 
test of general spending policy. 

:rhe position of the taxpa:y-er 
will next be examined. 
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c: :' IL 
Znc. 1. 

'ours very truly, 

Secretary . 
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Combined taxes levied by 
Dominion, Provinc:ia1 and "f.uni
cipal Governments in Canada were 
$55,000,000 in 1895-6,$93,091 361 
in 1904-5, 0238,036,485 in 19b-
14, ~580,851, 718 in 1921-22 and 
$772 ,969,645 in 1929-30. 

Per capita, the levies are 
as shown in the diagramj$10.94 
in 1895-6, $15.98 in 1904-5, 
831.20 in 1913-14, ~66.10 in 
1921-22 and $77.08 in 1929-30. 

Most tax bills are paid by 
heads 0 f familie s. Adopt ing 
the census returns of 1921 of 
4.62 persons as the average per 
family, then taxes per family 
of $144.14 in 1913-14 had grown 
almost 2t times to $356.10 per 
family in 1929-30, Or almost 
$30 per month. 

As with government expendi
tures and debts, these increases 
have far outrun the indices of 
basi~ industrial and financial 
devel opme nt. 

Issue No. 3 
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Whethe r or not taxes are un
duly heavy at any time, or are 
fairly distributed, cannot how- . 
ever, be left to comparative 
statistics to decide. Taxes 
are t he point at which the prac
tical side of government comes 
home to individual Citizens, and 
the people have constitutionally 
gained and pres erved the r i'ght· 
to determine, judging for them
selves, how great a burden by 
way of levies may be imposed upon 
them. 

Taxes are compulsory levies 
by a go vernment for purposes of 
its revenues. Not all govern
ment income is derived from taxes. 
Sales or 1 eases of the public 
domain, fines for infraction of 
laws, regulatory licenses, etc., 
yield revenues. Then fees, or 
payments for special serVices, . 
such as postage for mail servic
es and Charges for water, light, 
power or transportation when sup
plied by governments, arc import
ant contributing sources. 

Oct. 19, 1932 



No sharp boundary line can 
be drawn, either theoretically 
or practi cal1y, between this 
class of charges and what are 
called taxes. All imposts are 
for the purpose of enabling 
governmen".; · services to be 
performed, but where a charge 
is for a specific service and 
is fixed in some relation to 
the estimated cost of that 
specific service it is not or
dinarily called a tax. 

For all general services of 
governments, including the mak
ing good of deficits, if any, 
on specific services, govern
ments raise money wherever they 
think it can most conveniently 
or with least social disturbance 
be obtained. These imposts are 
classed as taxes. 

Between 75 and 80 per cent 
of all gover :tlllent revenues, as 
appearing in their accounts, are 
derived from taxes, and the per ... 
cent age has not declined despite 
the great extension of special 
service charges. As in some 
cases governments take into their 
accounts all details of cost and 
income of their special busine ss 
undertakings and in others only 
the net balailces, no exact per
centages could be worked out 
until all accounts were recast 
to t he same form. 

After users of Government 
utilities had paid all that was 
charged for postage) water, 
light, power, transportation, 
money loans, etc. etc., the tax ... 
payers in 1929-30 were required 
to pay $772,969,645, as against 
$238,036,485 in 1913 .. 14. 

It may be said there is the 
war debt. But there are also 
the war t axe s .. De du ct, t he war 
taxes for 1929-30, $134,086,005. 
and t he balance is still 
$638,883,640, or 270 per cent 
of the tax bill of 1913-14. 

Per family. exclusive of v~r 
taxes, $150 more was' required in 
1929-30 than in 1913.14. or 
$294.29 as against $144.14. 

What general services, what 
deficits in special services, 

. have caused the increase! 

Whether existing taxes are 
wise or tolerable, it is for the 
public to determine. The de
cision is a public responsibility. 
If in the negative, the question 
will be, What is to be done about 
it! 

Tax levy, or tax yield, even 
on a per capita basis, is not quite 
the same thing as tax burden. Ab. 
ilit y to pay varie s from time to 
time with changing' business condi
tions. Sinc e 1929 ... 30 tax yields 
have declined, although rates have 
been increased in many cases and 
the burden has been heavie r than 
before. Some enquiry into the 
course of ability to pay may later 
be made. 

As for the years selected 
for discussion in this chapter, 
which a~e not in all cases even 
periods apart, 1913-14 was tha 
peak year of tax yield before the 
war, t he next peak being reached 
in 1921 .. 22, and after a decline 
in the period of deflation, a new 
peak appeared in 1929.30. It seem
ed fair to compare these peak years. 
Of the earlier periods, 1895-6 
marked approximately a turning point 
in general business and 1904 .. 5 the 
beginning 0 f a new spending policy 
in governments. 

The figures of taxes for 1895-6 
are in good part an estimate, but 
the figures for subsequent years 
have been specially compiled for 
this study by the Citizens Research 
Instit ute. 

Classes of taxes and their 
relative yields will next be examined. 
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1be Chairman ba8 instructed me 
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~lle fiu.nce 011 RoTember 2l.t at 10 a.lI. 111 the COWlCU 
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11 th the re.earch work well 111 
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the member. ot the Bational COlDlD1ttee will wiah to ciYe leader
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tour. TerT tl'\1l.7. 

~C-.~ 
S8cretaq. 
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THE CANADIAN CHAMBER OF COMMERCE 
BOARD OF TRADE BUILDING 

MONTREAL 

october 31st, 1932. 

Serial Letter No. 5 to the National Committee on Economy in 
Public Finance 

Dear Sir:-

I am end osing herewith Release No. 4 prepared 
by Mr. W. sanford Evans on the "Kinds of Taxes Levied in canada. 11 

May I again call your attention to the meeting 
of the Committee on Economy in public Finance whiCh will take place 
in Toronto on November 21st at 10. am. in the Council Room of the 
Toronto Board of Trade, Royal Bank Building. Toronto. 

C;w 
Encl. 1. 

Yours ve ry truly, 

Secretary. 



KIims OF TAXES LE"VIED 

TOTAL TAXES 
BY CLASSES 

The above diagram shows, at 
the stated periods, the proportions 
of the principal classes of taxes 
in the total tax levies of all 
governments combined--the varying 
stratification of Cenada t s tax
mountain in the course 0 f it s up
heav-l. 

In 1904-5 the order was: 

Customs Duties 
Real Prop.Taxes 
Excise Duties 
All Others 
TOT AL ••• • •• 

$ 10 
41,437,569 - 44.51 
35,648,431 - 38.30 
12,586,475 - 13.52 

3.418,886 - 3.67 
~93, 091,361 

In 1913-14 the order was the 
same: -

$ "/0 
Customs Duties 104,691,238 - 43.98 
Real Prop.Taxes 99,277,904 - 41.71 
Excise Duties 21,452,037 - 9.01 
All Others 12,615.306 - 5.30 
T07AL •••••• $238,036,485 

In 1921-22 the order had 
changed and ot,le r taxes had become 
important: 

Issue No. 4 

$ "/0 
Real Prop.Taxes 212,172,109 - 36.53 
Customs Duties 105,686,645 - 18.19 
Income &. Pers'l 
Prop.Taxes •• 

Sales I'ax, Taxes 
on cheques,etc. 

Excise Duties 
Bus.Profits Tax 

85,844,141 - 14.78 

73,656,487 - 12.68 
36,755,207 ~ 6.33 
22,815,667 - 3.93 
11,389,966 ~ 1.96 Succ ession 

Corporat ion 
Liquor Profits 
All Others 
TOT AL •.• • •• 

11,237,526 - 1.93 
6,831,027 - 1.17 

14,462.943 - 2.50 
$580,851,718 

In 1930-31 there were again 
some changes: 

$ t-
Real Prop.Taxes 280,744,331 - 40.16 
Customs Duties 131 ,208,955 - 18.77 
In COl:le &. Per s 11 

Prop.Taxes 
Excise Duties 
Auto &. Gas 

81,864,764 - 11.71 
57,746,808 - 8.26 
42,644,771 - 6.10 

Sales &. Cheques, 
Etc ••• 

Liquor Pr 0 fit s 
SUccession 
Corporation 
All others 
TOTAL ••• • •• 

34 , 734 , 661 -
30,061,083 -
18,793,458 -
15,427,077 -

5,818.431 -
$699,044,339 

4.97 
4.30 
2.69 
2.20 

.84 



The outstanding feature is 
th e Real Property Tax. No matter 
what other deposits, sedimentary 
or volcanic, have occurred, the 
mass of the Real Propert y Tax has 
continued its accretion in full 
proportion to all the rest to
gether. 

Customs and Excise Duties 
have been the steadiest of the 
taxes but their proportionate con
tribution has been more than cut 
in half. 

Taxes sr-owing the most rapid 
rate of increase in the last 9 
years have been direct taxes on 
special classes of the public, 
the automobile users and liquor 
consumers. Yields of these taxes 
were multiplied 4f times in the 
period. More money was raised 
from automobile users in 1930-31 
than from all Customs Duties in 
1904 -5 • 

In general, it is notable 
that Canadian taxation, from being 
predominantly indnact has become 
pre dominantly dil'e ct. In 1913-14 
over one-half of the taxes were 
levied indirectly and in 1930-31 
only one-third. Of the total in
crease in taxes between these 
periods of some ~460JOOO,000, no 
les s th an };360, 000,000 was in 
direct taxes. 

This is due not only to the 
great increase in taxation by 
Province sand Munic ipal it ies , 
whi ch are restri et ed by tr. e con
stitution to direct taxation, but 

TO~AL TAXES ry CLASS OF 
(From compi~ations of Citizens' 

Dominion Provinces 
1904-05 • •• $ 54, 024 ,044 $ 3,248,169 
1913-14 · .. 127,478,067 10,485,538 
1921-22 ••• 31 9,926,012 54 ,092 ,495 
1929 ... 30 ••• 378 ,551 ,626 126,147,195 
1930-31 • •• 296,276,395 .121 ,577,855 

~o the serious incursion of the 
Dominion into the field of direct 
ta xat ion during t he war. 

Questions i~~umerable are 
raised by all these facts. 

Is the distribution of taxa
tion fair among the different 
classes of taxpayers? If not, 
which taxes are most onerous! 

Taxation by the Provinces has 
increased by 1,059 per cent since 
1913-14, as against 1es s than 200 
per cent increase by DOl!!inion and 
Municipal itie s. What wider ser
vices have been thrust upon, or 
have been assumed by Provinces? 

What is the relative import
ance of the services expected 
of Provinces and Municipalities, 
on the one ha nd, and of the Dom
inion on the other? 

Can the former be discharged 
without distress out 0 f the tax 
resources fixed by the constitu
tion, which, moreover, the Dominion 
is free to draw upon? 

Is the distribution of necess
ary services fair as between gov
ernments? If not, must services 
be redistributed or must fields of 
taxation, or both? 

How total taxes have been 
di vided among the govermnent sand 
what increases have been. made by 
each, will appear in the following 
table: 

GO'IERNEEl'iJT 
Research Inst it ut e) 

!EuniciEali ties ':'ota1 
$35,819,148 $93,091,361 
100,072,880 238,036,485 
206,833,211 580,851,71 8 
268,270 ,824 772 ,969,645 
281,190 ,089 6 99 , 044 , 3 39 
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CHAIRMAN , 
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:Jea:i.' Sir:-

November 28th, 1932. 

Serial Letter No. 6 to the members of the National Committee 
on Economy in publiC Finance 

At thA Toronto meeting of the Committee held on November 21st, some 

~o members were present, all the provinces being represented except Alberta. Those 

in attendance were: W. L. McGregor, Chairman, and James Paton, Charlottetowl1, 
representing S. !. McDona1d; H. F. ]ethel, Truro; L. W. Simms, Saint John, J. A. 
LaRue, ~ebec; A. O. Dawson, Dr. J. C. Hemmeon of McGill University, representing 
Sir Arthur currie, George McDonald, J. V. R. porteous, Montreal; Zlmer ])avis, 
Kingston; Major Gardon I ng ram , London; s. B. Gundy, A. ~. !mes, col. J. A. Cooper, 
C. S. Macdonald, J. M. Macdonnell, !. N. Mitchell, W. B. woods, Toronto; W. San
ford Evans, Winnipeg; R. A. wright, Drinkwater, sask.; F. E. Burke, Vancouver, 
representing British Columbia members; and the Secretary. Also participating were: 
John W. Ross, Montreal, president and J. A. Tory, Toronto and George Hogg, Montreal, 
National Directors of the canadian Chamber; F. D. Tolchard, General Manager. Toronto 
Board of Trade and Secretary of the Ontario provincial Committee; T. A. Marshall. 
Toronto. Secretary, Ontario Associated ~oards and Chambers; John Appleton, Toronto. 
Secretary, Dominion Mortgage and Investments Association. Letters or telegrams 
were received from various members of the committee who were unable to be present. 

The progress report from september showed: 

(1) That 500 copies of the seven statements by Mr. W. sanford ~ans had been re

leased and that through the court~sy of the canadian and Financial press some 120 

full newspaper and editorial columns of publicity had been received in all the 

provinces; 

(2) Tl1at active Provincial Committees had been set up in six of the provinces ani 

were in process of organization in Alberta, New Brunswick and Nova Scotia. 

(3) That Boards of Trade and Chambers of Commerce had already appointed committees 

in several towns and cities and that the membership of the canadian chamber in two 

hUl1&red centres had already been urged to act similarly. 

~he ample discussion which took place brought out various recommen-

dations, the more important of which may be set forth as follows: 

(1) Inform further through interviews the various governing and parliamentary 

bodies (federal. provincial and munici:fS.l) of the helpful objects of the commit tee 
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anQ discuss with them through influential business leaders means of public economy; 

(2) Suggest, if possible, to governments where economies may effectively be made 

and what principles should underly such economies; 

(3) Approach through Provincial committees the Members of parliament in the 

different constituencies enlisting their co-operation; 

(4) Urge the necessity of balanced budgets and the facing of financial facts 

by all public spending bodies; 

(5) Continu'3 the educational-work through releases, addresses and publicity; 

(6) Enlarge t~e list of business men receiving the releases. 

Before the conclusion of the meet ing it was moved by Hr. J. M •. 1acdon-

nel1 and seconded by Mr. Elmer Davis and unanimously carried: 

1. THAT approaches be made to the various members of the public spending bodies 
(i.e. the Federal and Provincial parliaments and the municipalities) with 
the end in view of explai~ing the helpful objects of the national work being 
undertaken and of discussing with them methods of economy, and ascertaining 
their views thereon; 

2. THAT at the same time and if possible in accordance with the views of the 
various Goverlli~ents, means be taken to arouse greater public interest in 
definite and immediate economies; 

3. THAT an endeavour be made to impress on Governments and municipalities 
the absolute necessity of preparing a scheme of retrenchment showing how 
within a definite time budgets can be balanced. 

At the Agricultural conference of the Chamber held 

during the afternoon of November 21st, the active support of several of the impor-

tant agricultural organizations in this national campaign was promised. 

At a subse~uent meeting on November 22nd between the 

Chairman, Mr. Evans and the Secretary, the future programme of the work as based 

on the definite recommendations of the meeting was fully discussed and plans 

determined for advancing the endorsed objectives. 

C:W 

Yours very trul~ e ~ 'v 

secretary. 



~AXES & ABILITY TO PAY 

ABILITY TO PAY 
40 

IN RELATION TO 

TAXES. EXPENDITURE. DEBT. 
FROM 1925-26 

o 

1. easured by acility to earn 
and pay, the price of government 
has again risen very sharply dUT

ing the past three years -_ per- . 
haps n:ore sharply tha~1 in any pre
vious period. 

Certain element s in the pre
sent position and in developments 
to date are here suggested for 
consideration. GoverYl.J!le nt acc ount s 
are not, of course, available be
yond 1930 -31. 

.Everyone knows that the num
ber of dollars he has to pay to
day is really many more dollars 
than the same number three years 
ago. Individual differences are 
infinite, but for tte abilitj to 
pay of a country as a whale some 
sort of yardstick rr:ay more easily 
be found. 

A country's ability to pay 
dollars must be in some direct 
relationship to the dollar value 
of the aggregate of all business 
activities that enter into the 

Issue No. 5 
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creation of values. The Dominion 
Bureau of Statistics has compiled 
as from 1919 an index of the 
Physical Volume of Business, which 
has just been recalculated on a 
still more comprehensi-ie casis. 
The n ir_ere is the index of general 
vlholesale price levels. By com
bi;1ing the two, the index of Abil
it y to Pay used in tte above 
diagram was worked out~ 

'.'rnether or not this stick 
measures exactly a yard and is 
suitable to measure all elements 
in the complex conditions, it is 
probably the b est single standard 
obtainable. Unfortunatel y it can 
be used only in comparing post-war 
years among themselve s. 

From 1925 to 1929, ability to 
pay, as thus measured, v;as increas
ing, up to 1928 about in pace with 
rising goverr:ment costs and in 
1929 fe.ster. But a great chan~ 
has since occurred. 

Tax yie Ids in 1930-31, as will 



be soon, fell 9.6 per cent below 
thoso of 1929-30, but ability to pay 
had fallen 21.0 per cent and there
fore real taxes, instead of declin
ing, had increased 14.4 per cent in 
the year. 

Ordinary expenditures pf goVeTn

ments were actuallo/ larger ' in 1930-31 
by 5.4 per cent, w~ich made the real 
increase 33.4 per cent. .r,,' 

Government debt s increased st ill 
more, or 8.6 per cent, and their real 
potential weight was augmented by no 
less than 37.4 per cent. 

What will the current year show! 
For the first nine months of 1932 the 
index of ability to pay a fixed number 
of dollars stood at only 45.3 per cent 
of 1929. That is, general business 
activity had not quite 2/3 the volume 
of 1929, at average prices 30 per cent 
lower. 

Governmerrt debts and, it is to be 
feared, also ordinary expenditures 
have kept on increasing, but even if 
at the end of 1932-33 there has been 
no further increase than that sho\7n 
in 1930-31, their poterrtial burden 
will have more than doubled in the 
three years. 

Despite new taxes and many high-er 
rates, tax yields are not being main
tained, but, even if the rate of re
d1..!ct ion shovm in 1'93'0-31 has cont inued, 
the taxes for 1932-33 \'lill represent a 
greater sacrifice by 55 per cent trAn 
those of 1929-30. 

These are all very large percen
tages and their practical significance 
for individual budgets should be well 
pondered, for this is the real present 
position in terms of abilit y to pay as 
measured by thi s one standard. 

Undoubtedl y one of the most 
common and most serious weaknesses, 
or defects, of governma~tal admin
istrati on is failur e to adjust 
government co sts to variations in 
other values. Most goverrur.ent 
services are pe~haps not readily 
adaptable, but a more important 
reas on is that, whereas pr ivate fin
ance r;Just accQ.WIlodate itself to in
cOffie, govf'rnment finance has power 

-c by statute to compel income, even 
to the theorein~ limit of gener
al confiscat iOJl,' and is apt to 
re sort to it s use, at 1 east part
ially' before attempting the alter
native and more complicated course. 

Because of the conditions of 
the t:imes, new expenditures, it 
is true, are required of governments. 
But wrAt expenditures have become 
relatively less essential in con-
sequence! If a bit more is demanQ-
ed by emergency, is it to be a bit 
more or a substitute! It is a ques
tion of relative importance, or 
of proportion; but of all propor
tions, that between demand and 
ability must be preserved if great
er emergency is to be averted. 

Whether even yet the speedily 
accumulating burdens of public 
finance are unduly heavy, it is 
for the people to judge, and say. 
But the situation must be faced 
from today's real position. Tax
payers now stand, not on the 
heights of 1929, but where the ' tip 
of the arroVl touch es, or there
about. 

Il~DEX OF ABILITY TO PAY 

1925 

77.73 

(as used in this Study) 

1926 1927 1928 1929 1930 1931 

83.35 86.40 94.25 100.0 79.04 56.27 

Released for the National Committee on Economy in Public Finance 
by the Canadian Chambe r of Commerce. 

9 months 
1932 

45.30 
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C HAIR MA N OF RESEA RCH. 
W. SAN FORD. EVANS, WI NNIPEG 

C HAI RWAN , 
W. L. McGREGOR. WINDSOR 

SECRETARY. 
W. McL CLARKE. MONTREAL 

rove ber 4th, 1932 . 

Sir rthur I. Curric, 1'.C. ".G., 
Princ':'p .L, 
, cGi 1 Univers i ty, 
o fI'RE L, Que . 

Dear S"r Artnur ~urrie, 

~here arc inserted hereunder for 
'~Ur information the genda ite:::s for tt-e eetinb of the 
~tional Com~ittee to be held in Toronto on 1 ove ~er ~lst 

at la a.m. in the vouncil ROOL of the Toronto oard of 
Trade, Royal ~ank ~uiluing:-

1. Progress of 10rk to date. 
2. that phases of the ork should Oe especiull 

er.:;pl sizedl 
3 . n t ne nases or activities snould ue develo~ed? 
4 . Hor f~r should the CO~Jittee bO in ~ king 

cefinite recommendations to novernruents: 
5 . F"nancing the Co ittee ' s rorK . 
6. 1~rran6ements for Public addresses in Canada 

on E onomy in Governments . 
7. Othe r sub6estions from Committee [uembers . 

The Chairman has fUrther asked e 
to stc..te th&t 1 r . I . Sanford Evans, hair.Jan of Rese~rch fo r 
the Cownittee ill be present from innipeg . 

Yours very truly, 

~a~ 
"'ecretary. 
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Sir Arthur 11'. CUrries G. C.M. G •• 
Principal, 
McGill University, 
Montreal. 

Dear Sir jxthur CUrrie:-

W. McL . CLARKE . MONTREAL 

November 17th, 1932. 

In a letter received from your 
secretary under date of October 27th an intimation was 
given that yOtl would not be able to meet with the National 

ommittee on Economy in public Finance in Toronto on 
No er s, olung you bad to be in 
~ew York on that day. • 

I was wondering if it would be 
practical for you to arrange to have Dr. Hemmeon attend, 
whom we would like to have associated with our researCh 
work. If this can be conveniently done, the Chairman 
would be particularly grateful. 

As stated in my earlier letter 
the meeting is to be held in the COtlncil Room of the 

Trade, Royal Bank Bu.ilding, Toronto, at 10.30 a.m. 

Yours 

secretary. 
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Sir Arthur '7 . Currie, G.C.I'.G., 
Principal, 
. 'cGill t!niversity, 
' ONTREAL, ~ue. 

Dear Sir Arthur Currie, 

December 21st, 1932. 

You will be interested in reading 
extracts fro~ a letter addressed to the Chainuan from the 
Rt. Hon. R. B. Bennett, wl1ich communication the Prime l f inis
ter sent to Colonel. 'cGregor just as he was leaving for 
England two weeks a~o: 

"1 congratUlate you most heartily upon the very S'-1ccess
ful efforts you are ma.ing in dealing with the proole of 
the expenditure of pu lie on ':' es in the Dominion. It will 
be difficult for us to survive unless the most rigid 
econorroy is practised by the ~ederal Government, and I 
think you will agree fie huve accomplished much during 
the past two yeurs. 

"1ith all good wishes for your continued success in the 
field in which you have .given such constructive service," 

yours very truly, 

Secretary. 

C:WL 
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Principal, 
McGill University, 

ontreal.. 

Dear Sir Artnur Currie:-

ay I report to you t~e following progress 1uring 
tne past mont ln connection ith tr.e ork of our ational Co mittee on Econowy 
n Public Finance. 

1. some ten tnousand pamp .lets on t •• e Cost of GOvernment have been 
distributed to leading corporations and to all embers of the provincial and 
FederC1.~ Government s. 

2. A specially prepared article by Mr. • sanford 
F_bruary number of the 'ational Rome Monthly, publisned at 
has a 200,000 circulation. This article contained many of 
graphs. 

Evans nas appeared 1ll the 
innipeg, nich magazine 
r. Evans l ore striking 

3· Tewspaper publicity and favourable editorial support in various ~rts 
of Car~da ~ontinue to cor e into our offlce here on tne releases and addresses 
w i ch [..ave been ade from time tot hJe. 

4. An article has been prepared on Cost of Government :tor the Februar~ 
nwuber of our Jational n:.agaz ine "Canadian Business If whic. will go out in the mail 
today. 

5. Addresses .ave been given during January on t is subject 01 publiC 
econo y before t.6 Annual .eeting of: 

a. 1te canadian construction Association and the Canadian Fruit 
and Vegetable Jobbersl Association by Colonel ~cGregor. 

b. The British columbia Fruit Growers I .A.ssociation by W. B. Somerset. 
c. The ottawa Board of Trade by t~e President, Dr. Ross. 
d. The canadian Clubs at Galt, London and Montreal by • Sanford Evans. 
e. he canadian Produce Association by tne Secretary. 
f. Service Clubs in various centres nave also featured addresses 

on this subject. 

b. The anuual addresses of the Presidents and General .anagers of tLe Bar~s, 
and Insurance companies, have generally referred to the necessity of public econo~ 
and oftentimt;s references nave been n:.ade to t ~e lacts as collated by our Committee. 
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THI'~ CA~ ADIA:S CHA:\lBEH. OF COM!\lERCE 

Sir Arthur W. Currle, G.C •• G. 2 February 2nd. 1933. 

7. Ther0 is an evident groying public oplnlon demanding retrenchment 
in expend.iture. At tr_e SaI e tL e there are not a few signs that Governmel.ts. munici
pal, provincial and Federal are giving heed to tnis demand in t_eir budget esti~ates. 

8. ~r. EVans is continuing his research work and will shortly ave 
for release a urt~er bulletin on tl e facts of the Eailway Situation. 

9. Provincial Committees have been doing a good deal of useful o~k 
and c:.n announcement of considerable imnortance ill be released shortly concerning 
the set up and functloning of the Provincial committee In Ontario. 

10. A communication as been receivedfrom an authoritative organi
zation r~presentlng many of our larger corporations. reading as !ollows: 

C: 

"From my personal knowledge of tne work done, I am of the 
opinion tnat it is the roost effective campaign I have known, 
witn tne exception. perhaps, of the Victory Loan drive." 

Yours very 

Sec:..retary. 
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2nd bru ry. ropo tine proCrcDv in eonn ction Ith 
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v r your f 1 thf'Ully,. 

Princi al 
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Dear Sir Arthur Currie:-

Under separate cover there is going forward 
to u()1;. a copy of tz.e Dominion Govern._nt Esti atec tor t e liscal yuar c.. .. l.n 
.arc ..... , 1934, ni ch we ..Jave espec ially secJ.red 10r your use as a !L"" ber Ol ene 
atioLal Co~ ... ttee. 

appreciative i1 you oula be 
ea.li~st COuveliLence and m~e 
h8r t~e Federal Goverru ent 

expen~':'t ure. 

COIOll~l ~cGre~or, the Cr.airman, .ould be very 
ood Ln~~gn to go over tu ... s blue bOOK at our 
any s~gestions L1C. t ..... n ~cc~ to you as ~ 

il>nt i.tB.Ve s •• o n greatE..r £)cono:ny in p:..t. lie 

It LS ii.tt.,)res eing to note t ... .at tn(;re lS a de
crease of so. e $11,900,000 in aggrt::gate estimates or 3. 3% una.er tl.OS 0 ... l.ast 
yuar. Some $bi million 01 tf.lS decrc..ase lS appal'cnt in tne t0tal esti ates • 

... l~n conslderatior.. is t::.ivt;;n, J ever, to tn€; :tact t ... "at t.ne Federal GoveJ.l1u...Ont 
is obllged to pa over $42 ill ion increased interest on debt ~nd a re u~r~d 
ncrease OJ. approximately an t.er ~illion dollars in provinciel sJ.bs~ ... cs, 

as a result 01 ~nu 1931 census, tu~ re~1 saving in co .tro11ab1e uxpend ... wures 
~s approximately $12 ~llion. 

YO.1 1.1:. b~ lad ... o c;o-op rate, I take It, 
in r v ie\7ir.. t .... l- vari ,us i teluS [cnd ~ ore pal't .. cu.larly those nere i .cre<o<scs 
are indicated ovel' last y~ar Ol 1. ro in your opimon addi tiona1 cuts could 
•• aVt; b~~n amply justified. 

ill you pI ase rl tEJ your co ~ nt::: to Oi..oX 
of_':'ce •• tlre, Len e snaIl co pile a benera1 ctateIt. nt _or urt t.r co • ratLon . 

. 
• I 

yours very 

trulY~ 4. ~~...,.., 
Secretary . 
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CHAIRMAN OF REHARCH . 
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CHAIRMAN . 
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W. McL. CLARKE. MONTREAL 
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Serial Letter to the v.embers of the National committee on 
Economy in Public Finance 

Dear Sir:-

Attached you will please find the second release 
on the canadian Railway Situation which Mr. W. sanford svans 
has prepared for our National Committee. 

C·:W 
~NC. 

yours very truly, 

secretary. 



GOVERNMENTS AND PUBLIC UTILITIES 
I. RAILWAYS. Chap. 2-Basic Facts. 

~ ~ DISTRIBUTION or FREIGHT TRAfFIC ON MILEAGE 

~ l: 
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What proportion of railway mile
age in Canada has been carrying 
traffic enough to make it a reasonably 
economic proposition? 

How have operating costs compared 
with operating revenues? 

What has been the relation between 
net revenues and fixed charges? 

These and other basic facts should 
be understood and kept clearly in 
mind in considering solutions. 

The above diagram of traffic dis
tribution is based on an analysis 
made for the Duff Commission. 

For 17,658 miles, or 41.97 per cent 
of the total mileage of all roads, there 
has been available only 4.76 per cent 
()f the traffic, an absolutely uneco
nomic load. 

A little over one-half, or 50.17 per 
cent of the whole traffic, was carried 
on 4,031 miles, or only 9.58 per cent 
of the mileage. 

The remaining 48.45 per cent of the 
mileage, or 20,386 miles, handled 
45.07 per cent of the traffic. 

Putting relative densities of traffic 
in another way, for every 100 ton 
miles per mile of line on the heavy 
section, there were less than 18 ton 
miles on the medium and only a little 
over 2 ton miles on the light section. 

That long mileage has been con
structed in Canada out of proportion 
to the demands and development of 
traffic, is obviously ~me of the basic 
elements of the problem. 

PERCENT RATIO tW OP(RATING (XPEN5(S ( •• a) TO R(VlNU( (-I PERCENT 
100 100 
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The operating ratio, a commonly 
applied index of efficiency, is the per
centage of gross operating revenues 
absorbed by operating costs. 

From 1875 to 1931 the yearly oper
ating ratios of Canadian railways, 
looked at as a single system, are 
shown in the diagram. 

In the first period, at least up to 
1899, there was a steady tendency 
toward lower ratios, or more favor
able operating results. 

I 
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I 25 
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In the second period, 1903 to 1917. 
the average was a little less favor
able and the period as a whole 
without definite trend. 

It may be noted that the Railway 
Commission was established by Act 
of 1903, but to what extent its 
administrative regulation of rates and 
service has been a factor in subse
quent developments cannot be ex
amined here. 

The third period, 1917 to 1923, was 
marked by a sharp rise in relative 



costs of operation in the first three 
years, no less than 97.18 per cent of 
gross revenues being so absorbed in 
1920. 

While volume of freight was greater 
than in any preceding period, nearly 
20,000 more miles was being operated 
competitively than fifteen years be
fore, general prices were rising, and 
wage schedules had been increased 
following the McAdoo award. 

Under these conditions the Can
adian Northern, the Grand Trunk 
Pacific and the Grand Trunk were 
unable to meet their obligations. 

The Government granted an in
crease in freight rates in 1919 and an 

'" 
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Capital charges, taxes and bad 
debts must be met out of what is left 
of revenues after operating expenses 
are paid. 

Actual dollars per mile of net 
revenue on the average for all roads 
are shown on the diagram. 

Merely as a very moderate stand
ard by which the eye can judge these 
net revenues, a dotted line is added to 
indicate the numbers of dollars there 
should have been to represent 5 per 
cent on total capital liabilities, in
cluding government loans to all roads 
and investment in government roads. 
After taxes and bad debts, there 
would be left for capital something 
less than 5 per cent. 

By this moderate standard, the 
best relative net earnings were in 
1912 and 1913, and they were in
adequate. 

~ 

.... 

~~ 

improvement in the ratio continued 
up to 1928, since when traffic has 
declined and even great reduction in 
costs has not availed to prevent an 
upturn in the ratio. 

As will be seen below, Canada's 
operating ratio has never left a 
satisfactory margin for fixed charges. 

This consideration and the fact 
that ratios much higher than average 
have prevailed since 1917, and even 
in the record traffic year of 1928, 
make it clear that the problem is not 
created by the business depression of 
the past three years but is more 
fundamental. 
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The dotted line also serves to indi
cate the very rapid increase of 
capital liabilities since 1917. 

Roads which have met capital 
charges in the past have had better 
than average distribution of traffic 
and operating ratio and much less 
than average capital liabilities. 

Traffic in Canada is heavy per 
capita and as a factor is controllable 
only within narrow limits. 

The solution is readjustment of 
mileage operated, still greater effici
ency and economy in management, or 
higher rates-or TAXES. 

(Figures used for operating ratios, 
revenues, expenses and capital 
liabilities are taken from returns of 
the Dominion Bureau of Statistics.) 

Released fOT the National Commit/et on Economy in Public Finanu 
by the Canadian Chamber of Commerce 



NATIONAL COMMITTEE ON ECONOMY IN PUBLIC FINANCE 
UNDER THE AUSPICES OF 

THE CANADIAN CHAMBER OF COMMERCE 
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MONTREAL 

CHAIRMAN OF RES!ARCH . 
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CHAIRM"N. 
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SECRETARY. 
W. McL. CLARKE . MONTREAL 

February 8th, 1933. 

serial Letter to the members of the National committee on 
Economy in public Finance 

Dear Sir:-

Attached you will please find the first release 
which Mr. w. Sanford EVans has prepared for our National committee. 
on Governments and public utilities. You will notice that this 
chapter deals with one phase of the Railway Situation and will be 
followed by other fragments which will further treat our Trans
portation Problems. 

C:W 
Enc. 

Yours very truly. 

// 

i~1LC tjL~Gv 
sedretary. 



GOVERNMENTS AND PUBLIC UTILITIES 

I. RAILWAYS. Chap. I.-Aid Granted by Dominion 

CASH & GUARANTEES 
5Y DOMINION 

TO ALL CANADIAN RAJ LWAYS 
BY P[;RIODS 

In reklllon to ffi.leaq e and populatIOn 

PR[· rC:1rEDfRATlON p[Plon 1 ~1 PERIOD 
tlJ"}·1660 '0307-,I",O.! 

MANY C HARTCRS 
G P ANO TRUNK &C;:)N 

INTER-COLONIAl... 
CANPAc.nc 
CA N NOR CEGUr-.( 

The financing of public utilities, 
either by grants in aid of private 
corporations, or by direct government 
undertaking, with direct or indirect 
government management, has been a 
very important factor in the increase 
of government expenditures and 
liabilities. 

Altogether the largest public in
vestment in utilities has been that in 
Railways by the Dominion Govern
ment. 

In subsidies, grants, loans and 
guarantees the aggregate to Decem
ber, 1931, had reached the huge total 
of $2,652,539,388. In addition there 
had been Dominion grants of land of 
31,781,842 acres. 

By comparison, the total direct cost 
to Canada of the World War and de
mobilization was only $1,695,729,891, 
or only 64 per cent of the total rail
way aid. Since 1914, and in good 
part simultaneously with war ex
penditures, Canada has financed Rail
ways to the extent of over 2 billion 
dollars. This has been like financing 
two world wars at the same time. 

The total aid and the periods in 
which money and credit were granted, 

as set forth in the very valuable 
historical and statistical material in 
the report of the Duff Commission, 
are indicated in the above diagram. 

Prior to Confederation railway 
construction had begun in Canada, 
with 16 miles completed in 1836. 
Work was started on the Grand 
Trunk in 1852. By 1867 Canada had 
2,278 miles of railway. Aid was 
granted by provinces and munici
palities during this period. 

1st Period after Confederation, 
1867·1902. To fulfil Corlfederation 
contracts, the Dominion took over and 
connected up certain lines begun in 
Nova Scotia and New Brunswick, 
assuming a cost of some $13,881,461, 
and extended the Intercolonial to 
Levis by 1876, built the Prince Ed
ward Railway by 1875 and secured 
construction of the Canadian Pacific 
by 1885. The beginning of the 
Canadian Northern System was in 
1895. 

During this period, aid to all rail
ways, exclusive of land, totalled 
$209,6~5,835, representing an aver

. age on all mileage in Canada of 



$11,043 per mile, or $37 per head of 
population. 

On the average 464 miles of railway 
per year were built in Canada in the 
36 years of this period. 

By 1885 Canada had more miles of 
railway per unit of population than 
any country, except Australia, has 
ever had. How much faster mileage 
has increased than population since 
1885 can be seen in the diagram. 
Today Canada has twice as much 
mileage per head as the United 
States, or 1 mile for every 245 
persons. 

2nd Period, 1903-1916. The Do
minion began construction of the Na
tional Transcontinental in 1903. The 
Grand Trunk Pacific was begun in 
1905. The Canadian Northern rapid
ly extended its system. 

Dominion aid to a total of $544,-
831,756 was granted in this period, 
making the aggregate from Confeder
ation $754,517,591, an average of 
$19,664 for every mile of line in 
Canada, or $93 per head of population. 

During this 14 years Canada built 
1,384 miles per year. 

3rd Period, 1917-1922. With the 
mileage then existing, available traf
fic at prevailing costs would not yield 
fixed charges to some roads. Rather 
than allow them to face financial re
organization in the ordinary way, the 
Dominion took over the Canadian 
Northern Sept. 30, 1917, the Grand 
Trunk Pacific March 9, 1919, and the 
Grand Trunk May 1, 1920. 

Aid extended during this period 
totalled $1,290,762,391, raising the 

aggregate to $2,045,279,982, the aver
age per mile to $51,563 and per head 
of population to $227. 

Mileage constructed in this 6 
years averaged 216 miles per year. 

4th Period, 1923-1931. This is the 
period of the Canadian National and 
the unified operation of all roads ac
quired by the Dominion, which uni
fication was effected toward the end 
of 1922. 

Aid granted in this nine years 
totalled $607,259,406, bringing the 
aggregate to $2,652,539,388, the aver
age per mile on all lines to $62,695 
and per head of population to $255. 

New mileage constructed averaged 
330 miles per year. 

In addition to the aid indicated in 
the diagram, the Dominion con
tributed 31,781,847 acres of land; 
the Provinces 15,508,719 acres, $33,-
460,615 in cash, and guarantees on 
which the outstanding liabilities are 
still $72,184,488; and Municipalities 
$15,413,628 in cash. 

After contributing aid of all kinds 
equal probably to the replaceable 
value of all railways in Canada, the 
public has come into possession of a 
fraction over 50 per cent of the mile
age, against which the capital 
liabilities, including liabilities for 
public aid, are about twice as great 
per mile as on the other 50 per cent 
and probably almost twice the re
placeable value. 

Certain fundamental conditions of 
the traffic problem in Canada should 
next be noted and then the direct 
effects on governmental budgets. 

DOMINION AID TO RAILWAYS (excl. Land) 

Year. 
1903 _________ 
1917 _________ 
1923 _________ 
1931 _________ 

Government Aid 
Mileage Total Per Mlle 

18,988 $ 209,685,835 $11,043 
38,369 $ 754,517,591 $19,664 
39,665 $2,045,279,982 $51,563 
42,308 $2,652,539,388 ' $62,695 

Rtltastd fOT tht National Commiltu on Economy in Public Finana 
. by tht Canadian Chambtr of Commnu 

\ 

Per Cap. 

$ 37 
$ 93 
$227 
$255 
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CH AI RMAN OF RE SEARC H. C HAI RMAN , SECRETA RY. 
W. SANFORD EVANS , WINNIP EG W. L. McGREGOR. WINDSOR, W. Mc L. CL ARKE, MONTR EAl 

Sir Artl1ur . ~urr le, '3. C. . G. , 
Pr inc ':'pa.l , 

cGill Univ~rsltJ, 
. ontrt..al . 

Dear Sir rthur ~urrle :-

Februar 23r, 1 33. 

~he 1 rst gen~r~l eetinG 01 tne Onte io 
Coru. ittee.>n conorn r in Public Finance as ~.eld in t Council 00 of 
tho To.oIito Board of Trade on F oruary Ibt .. After t~ • ...Je ti./;; .ad _e n 
c 11 d to ~~a~r and a fe rema~ks lven by Colon~l cGrcgor, C ~ir ~n o. 
O\lr .ational 0 ;'tte~, r . J . a.., 'on ell, tr.e Generalanager 0 ... t ..... 
.. ~ati(). 1 Trust, V':'c. -Presi unt 0 t.", Toronto Board of Trade an ... a b r 
of our n rational Co itte~, was unani vusly svl Cued as ~Lai ~ le 
provi • ..,i 1:0 ittee lor ~~tar10 . Dr. H. L. Britta~n as 

a':' n ... t.t:. sp_ .iLl Researc.h "CQ.i.littt:e . 

T. ru oo~ part in nis £ t~" 

l"a ~ o~ DU in~ss lrow th() various c:t ,,~~u to _s in Onta io 
lL u ~ atta"Le older . 

it. 
lrc tl 

Jr~aniZln 0 ... t~v Co 
prl e ~'nistel ui ~nt~ 

A rl:.port 0.1 t.t.e act.l.vltics n co vctio .... 
l.t teu as 1.. ()a t t .. t.. tin "'....... st8_, 
10 approvinb of t.J settinl:. up 0... t4" Co 

nt 
i ttce . 

specir 1 pl. L.t-d statu t sot:is Co .. .1 ttJe 
ar b i r 1 ased Ul1Il .. ~ e next cO"J,lc vi et.. -s on : 1. T.r...() Rev nue () t e 
province (t..nclosed) 2 . xpundlt r ; ). Debt an 4. Public Utllitle . 
ample c.isc.J.sslon took plo._e duri... "ntH afternoon sessio~. an 1 a c 

ost enC01 ... ra ,ing to not" the probrE.:SS h~cr.. r s takin pla.ce in Out rio . 

A nu.aber 0 municipalit ies tL.ro 1.",t/. t Et 
Provinc~ art,; also at l'lork on budget study ano. re\..o,Jl E. .. dati)ns . ...'J. T r nto 
BJa v. Trade Co ittet.. L.as reL_as~' a BulLt in on .!Unicipal Fina. .. ct,; lC L 

lS att- ~~ ~~r~to . 

I t.jU ~t you would be inter~stc in 'Vln 

Yours vrytruly , ~ 
~ 7 

~~ ~ 
S cretary. 

,n(..l • 2 . 
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Attached you will please find a communication 
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you would like to note. 

C.W 
Enc. 

Yours very truly, 

~e~L--
secretary. 



OFFICIAL Cm,mUNICATION TO THE MINISTBR OF FINANCE 

The Canadian Ch~abep of Commerce is fully appreciative of the difficult 
task with which you are confronted in preparing the present budget. We realize that 
there are declining revenues and that there are at the same time abnormal demands 
upon the treasury which have to be met. To put the budget in balance, therefore, is 
no easy undertaking, although we are at one with you in believing that the budget 
should be balanced. 

The members of our Organization -- some 200 aoards of Trade across 
Canada -- feel that there is an imperative need at the present time for the utmost 
economy in every direction, and particularly in non-productive expenditures on the 
part of all governing bodies -- Federal, Provincial and Municipal. Toward this end 
we have been working through our National Committee on Economy in Public Finance and 
through similar Provincial and Hunicipal Committees across Canada. Extensive studies 
have been carried on which reveal our increasing government expenditures, resulting 
obligations and our mounting taxation. This research work has been acknowledged as 
most valuable by the Prime Uinister, and the press publicity given to our research 
findings has helped to crystallize a growing public opinion which should strengthen 
your own hands in balancing the budget through the practice of the most rigid economy. 

In order to aid the Governments in their efforts toward economy, the 
Canadian Chamber has also been strongly urging its m~nber Boards, as well as other 
bodies and citizens, to refrain from pressing for the expenditure of public funds 
for any purpose not absolutely necessary for the maintenance of efficiency in Go~ern
ments. 

It is becoming generally felt that the Federal Government and in fact 
all Governments of Canada cannot continue to spend, as they have been doing these 
last 18 years $134 for every $100 of income, nor can we as Canadians long endure as 
happened in 1930-31, having our taxes increased 14.410 when compared with our ability 
to pay which had fallen 2110. 

The sources of taxation upon which our public administrations depend, 
are failing. We need not be alarmists to foresee the general sources of taxation 
this year will not yield the taxation revenue of 1931 or 1932. It is only logical, 
therefore, that expenses must be cut with determination and without fear or favour. 

Public finance is properly judged by the burden it imposes on the 
people. AccordinJ to the British constitutional theory, the Government naturally 
has to ~ssume the responsibility for the det~ils of expenditure. The public on the 
other hand, can only concern itself with the effects ~nd the consequent burden upon 
the people which such expenditure involves. We believe, therefore, that we are on 
sound constitutional ground in urging that the general burden today is too great and 
that the budget must be really balanced. Not only is this necessary as relief for 
the t!lxpayer but is vital in maint~,ining that credit stand ing of the country which 
will have such an importt::nt influenco 01': the future financing of the Dominion. It is 
of course for the Government to decide on details. Business can only raise its voice 
to the Government definitely and without reserve in pledging its full support to 
such adequate roductions in controll&ble expenditure as will bring about Q balanced 
budget. A decrease of some $11,900,000 in aggregate estimates or 3.3% under those 
of last year -- and these figures do not make allowunces for supplementary estimates-
is quite inadequate, in the opinion of our Executive. 

We earnestly, therefore, lay the foregoing views before you with the 
assuranco that tho Government in adopting l:.lcasures of economy for the balancing of 
the present budget t will have the full support of the business community :'.s repre
sented in The Canadian Chamber of Commerce. 

Chairman. President. 

March 2nd, 1933. 



Sir Arthur {. Currie, G.G.D.G., 
Principal, 
:'cGill University, 

ONTRE'L, que. 

Dear 3ir rthur Currie, 

The Board of Trade Buildi.g, 
I ontreal, _arch 28th, 1933. 

ith the Federal Budget brought down I feel that the comments 
of our National Co,,,,mittee on Economy in Public Finance should prove illuminating and 
constructive. 't our Executive eeting last week the severity of the new taxation 
was of course recognized. The general opinion, moreover, was expressed that it 
seemed that there could have been a more substantial reduction in current expendi
tures, although a serious effort had been made by the Finance 'inister to put in 
balance the controll ble budget. 

A significant feature of the present budget is that Depart
mental estimates for this year are to be cut a further 10%. This is in accord with 
our Committee's findings, as is also the forecasted scaling dOMn of the costs of 
the Govern ent printing and stationery, however small or large this amount may be. 
The Finance. inister also stated - "There are other avenues for improved and economi
cal administration which it will be necessary to explore". Tnese three intimations 
are a~ong the hopeful si~ns in the Budget Speech. 

In my letter to the. 'inister of Finance on l.~arch 2nd, copy 
was sent you, I pointed out that public finance is properly judged by the burden it 
imposes on the people and that under our constitutional theory of Government the 
public can only concern itself with the effects upon the eople which overnment 
expenditure involves. 

ve now have been informed what L. he burden for tr.is year is 
to be. {nat are to be the effects on business and the people is therefore our sound 
concern. 

As you are discussin5 this question every day in the club or 
in your business circles, I believe it will be no imposition on my ~art to ask you 
your candid opinion on the udget. ro facilitate your reply I have had drawn up 
the attached fe~ queries and would appreciate it if you would jot down and send me 
by return mail your Drief comments. Out of the joint findings of this 'ational 
Co~ittee of ours, there will probably come points of agreement, which the Chamber 
could :vell emphasize to the puolic and to the Finance .!inister. 

7ith anticipatory thanks, 

President. 



NATIONAL COMMITTEE ON ECONOMY IN PUBLIC FINA~CE 
UNDER THE AUSPICES OF 

THE CANADIAN CHAMBER OF COMMERCE 

BOARD OF TRADE BUILDING 

MONTREAL 

Q.UESTIONl1AlRE OU Tli3 13UDG:JT 
CHAIRMAN OF RES!ARCH. CAXiRMXN, 

W. L. McGREGOR. WINOSOR 
SECRETARY. 

W. McL. CLARKE. MONTREAL W. SAN FORD EVANS. WINNIPEG. 

(It is recognized that the Govenunent llas had to ~pose additional 
taxes to ,ueet their estimateJ. requirements) 

1. Do you believe t:-J8.t there has been sufficient retrenchment in con
trollable expendlture generally? 

· ......... ,. .... , .................................................... . 
2. Do you regard tr.e revised incoule tax rates as discriminatory? •.....• 

If so wrJ.er8? •••.••••..•.••••••••....•...•.••...•..............•..••• 

· ...................................................... " ..... " . " .... . 
· " ....................... " .............. " ........................... ,. .. . 

3. 1:.'1 your opinion is the increase in tl'ie corporation tax a too i_eaVJr burden 
on su'b-j,10rmal busirless despite the sur"r_are:,e abolition anG. the antici,Pated 
r~~uction in interest rates? 

· ....... " ........................................... " .... " ...... " ...... . 

4. (a) In your opinion is t~i.e principle sounii of taxing the di vi:"en,ls JaicL 
to non-resiGent holders of canadian securities? 

· .............................................................. " ........ . 
(b) ~t in your opinion would be the resulting possible effect of this 
present 5% tax? 

· ................................................................................ . 
5. Do you believe tllB.t t.L.e field of excise taxes could have been Vlidei1e~. 

without undue burden of business and in preference to the sharper raises 
in other forms of taxation? 

• ......................................... • e· ............. " ............... • ... . 

6. Does it strike you that sugar is a fair source for taxation? •••.•••••• 

7· ~r~t is your reaction towar~ the agricultural stabilization fund whic~ 
the pria'le Minister -,_as stated 111 the :rouse would. cost some $6 to $10 
million t~is year? 

• ........... ., ........................................ ~ ..... f ...................... • ••• • 

8. Please r~e any otner co~nents you desire. 



NATIONAL COMMITTEE ON ECONOMY IN PUBLIC FINANCE 
UNDER THE AUSPICES OF 

THE CANADIAN CHAMBER OF COMMERCE 

BOARD OF TRADE BUILDING 

MONTREAL 

CHAIRMAN OF REHARCH. 
W. SANFORD EVANS. WINNIPEG . 

CHAIRMA". 
W. L. McGREGOR. WINDSOR 

SECRETARY. 

Marc~ 23rd, 1933. 

Serial Letter to the Members of the National Committee on 
Economy in Public Finance 

Dear Sir:-

Attached you will please find the third release 
on the canadian Railway Situation,"position of Taxpayers," which 
Mr. W. sanford 1Vans has prepared for our National committee. 

C:W 
Enc. 

yours very troly, 

/tt:G~~~ 
Secretary. 

W. McL. CLARKE . MONTREAL 



GOVERNMENTS AND PUBLIC UTILITIES 
I. RAIL WAYS. Chap. 3-Position of Taxpayers 

RAILWAY AID 
IN 

DOMINION ACCOUNTS 

Of the $2,652,539,388 of Dominion 
aid to railways to December 31, 1931, 
lines now in the Canadian National 
System had received $1,201,461,199 in 
cash and $1,286,457,207 in guaran
tees, and the Hudson Bay line had 
cost $48,746,683. A total for lines 
now government owned of $2,536,-
665,089, or 95.6 per cent. 

Government aid to Canadian N a
tional lines had averaged over 
$113,000 per mile. With other obliga
tions assumed, the total capital 
liabilities of the Canadian National, 
including interest accrued and unpaid 
since 1923, stood at $2,669,926,371, or 
$121,639 per mile, a little over twice 
the mileage liability of the Canadian 
Pacific for bonds and stocks out
standing. 

Of this total liability, $1,276,457,-
207 was long term debt owing to the 
public and the balance, $1,393,469,164, 
was owing to the government. 

What is the position of taxpayers 
with respect to these two classes of 
liability? 

1. Taxpayers must provide in cash 
that sum by which the revenues of 

DOMINION BALANCE SHEET 
1931'32 

LlAe.ILlTIES 

FUNDED DEBT S 2 . 5 64. 2 51 017 
OTHER DEBT ---'.2L...49~545 

TOTAL $ 2 .831 . 7 4 3.562 

AllUS 
CASH AID TO RAILWVS $ 1.186 069. 963 
OTH ER INVESTM ENT S 978 547. 60 5 
BALANC( CONSOL " < (D EF ICIT) b b7 125 994 

TOTAL $ 2. 831 . 743.562 

RE VE NUE '" EXPENDITU RE ACCOUNT 1932'33 

[XP[N DITURE 
CASH AID TO RAILWAYS 1> 50 . 357 .750 
RELIE F 1,"ClUDI ... " LOAN.) 4 4 . 605 . 509 
INTEREST 113. 76 5 . 410 
ALL OTHERS "". IIONC RlDlHPlION\! 186. 24 8 . 107 

TOTAL 9 "'IONTHS $ 394 . 9 76 . 776 

B.ill!::!!.!..I 
ORDINARY .. SPECIAL REVENUE l 250. 933. 92 1 
LOANS ILC" RtrUNDlNG>I 130. 861. 55 1 

TOTAL $ 381 . 795 · 472 

the Canadian National fall short of 
meeting all operating and overhead 
charges plus all capital charges on 
securities held by the public. 

2. Taxpayers must in addition 
carry the burden existing because of 
all past cash contributions, less any 
payments the Canadian National, 
after fully meeting all charges under 
No. 1, can make on its indebtedness 
to the government. 

Is there any actual burden on tax
payers under No. 2 and what is its 
nature? 

Money of the people of Canada, 
raised mostly by taxes or borrowed 
at the charge of taxpayers, was un
questionably disbursed, and money 
invested in a capital undertaking like 
railways should be productive and 
should return its cost as well as pro
vide the general benefits of railway 
service. But, granting the reason
ableness of the claim, is there any 
loss to taxpayers if the claim is not 
met? 

The Dominion on March 31, 1932, 
had a gross debt of $2,831,743,562.69, 
of which $2,564,251,017.06 was fund-



ed debt on which the annual interest 
payable was $127,601,426.14. Tax
payers must provide this interest, less 
any interest earned on Dominion 
assets. 

In the Balance Sheet of the Do
minion its debt is "represented by" 
certain assets, 41.9 per cent of which 
are expenditures on account of rail
ways, for such expenditures, not in
cluding unpaid interest, have properly 
been charged to capital account. 

If the asset in railways yields no 
return, there is no way of relieving 
taxpayers of any part of the more 
than $50,000,000, which must annu
ally be paid on 42 per cent of the 
debt. 

In this sense there is a very real 
loss to taxpayers if the government 
railways earn no more than interest 
on debt held by private investors, and 
no changes in accounting methods, or 
"writings off," can alter this position. 

It may be unreasonable or im
practicable that the Dominion's very 
heavy over-expenditure should be 
fully covered, but the Canadian Na
tional debt to private investors is 
slightly less per mile than that of the 
Canadian Pacific. Taxpayers will be 
directly relieved by any earnings over 
these minimum charges. 

Under No. 2, therefore, there is an 
annual interest charge upon tax
payers of over $50,000,000 which can 
be lightened only by railway earn
ings. 

No interest has yet been paid the 
government. Accumulated arrears 
on the company's books at December 
31, 1931, on cash advances to the 
Canadian National, but not including 
interest on the cost of the Inter
colonial and Transcontinental, were 
$356,991,972. 

Under No. 1, the annual direct or 
indirect charge on taxpayers is the 
profit and loss deficit of the company, 
less interest payable to the govern
ment. The deficit for the nine years 

was $694,655,716. Deducting interest 
as above, the balance is $337,663,744, 
or an average of $37,578,184 per year. 

In 1928 there was a small surplus, 
so figured, but in 1931 the deficit, 
exclusive of interest to the govern
ment, was $66,632,055.99. 

In the first nine months of the 
present fiscal year, 1932-33, the 
Dominion had paid to the Company 
on current deficiencies $50,357,750.94. 
This does not include expenditures on 
the Hudson Bay line. 

By comparison, Dominion expendi
tures and loans to provinces for 
direct and indirect unemployment and 
farm relief, the great national 
emergency problem, were in the same 
nine months only $44,605,509. 

Except interest on national debt, 
this railway expenditure has become 
the largest item for which the 
budget must provide, and, of the 
interest item, 42 per cent must re
main an annual charge unless some 
part of it can be recovered out of 
railway earnings. 

There is thus, at present, over 
$100,000,000 annually involved, or 
more than the total revenues of the 
Dominion in 1910. 

Further capital expenditures, of 
course, will increase the liability of 
the Dominion and, unless directly 
productive of profit, the burden on 
taxpayers. 

Is this burden too heavy? If so, 
public policy, whatever general plan 
of administration it adopts, must 
secure: 

1. Reduction of uneconomic mile
age to an absolute minimum; 

2. Further economies for the pres
ent and firm adherence to the 
standard of economy when volume of 
traffic is restored to normal; 

3. If these do not promise adequate 
relief, then the sharing of the burden 
with railway users through adjust
ment of rates. 

R~leaud for th~ National Commitlu on Economy in Public Finanu 
by the Canadian Chamber of Commnce 



THE CANADIAN CHAMBER OF COMMERCE 
BOARD OF TRADE BUILDING 

MONTREAL 

April 11th, 1933. 

ketter to Member Boards and Chambers l.TO. 20 

Dear l>ir. secretary: 

At our Executive meeting this week it was decided 
to send you the attached recoroffiendation on econoWf in public fi~~ce whiCh 
we are asking you to endorse along the lines indicated hereunder. This 
Resolutlon is already in the hands of the Finance Minister. 

As a background for these reco~~endations, I am 
attaching hereto a copy of the letter, which was addressed to the Minister 
of Finance by our President and Chairman under date of March 2nd, and which 
was in accord with the resolutions of .several of our Conventions, including 
that at Halifax last September. Moreover. as your Council and .nembers know, 
the National committee of the Chamber on Public ~conomy has for several months 
been pointing out to the public through its releases, through public addresses 
and through the Press, the increasing costs of Governments, which have been 
so largely responsible for our increasing debt and mounting taxation. 

This week our president, in response to a question
naire despatched to the members of the Public ~cono~ Committee and to our 
Vice-presidents and National Directors in each of the Provinces. has received 
forty replies from prince 3dward Island to Brit ish columbia, indicating 
definitely the opinion of these leaders of business that the Federal Budget 
as prought down on ~ch 21st, does not show sufficient retrenchment in 
expenditure generally. 

Under the foregOing circunstances it was decided to 
urge our member Boards and Chambers throughout the Dominion to support the 
encloseo. recommendation. Though we feel that we have a iDandate from our 
members along the lines of the recommendation, in view of the decision taken 
at Halifax and at other of our Conventions, yet we realize that a consoli
dation of public opinion at this time should go far to assist the Government 
in putting into effect further necessary economies. 

IT IS SUGGESTED TID:REFOm; TR1T YOU HOLD A GENERAL 
MEETING OF YOUR MEMBERS J.T ONCE FOR THE PURPOSE OF ENDORSING THE ATTACHED 
RESOLUTION OR ONE SIMIUR, OR THAT YOUR APPROVAL BE SIGNIFIED IN ANY OTHER 
EFFECTIVE AND IMMEDIATE MANNER. 

If this proposal meets with your acceptance, every 
effort should be put forth to have a well attended and representative meeting,' 
in order that a large proportion of the business interests of the country may 
be afforded the opportunity of supporting, as we f.eel confident they will, the 
conclusions of the resolution. 

IF AFT~R ~!NG SUCR ACTION, YOUR ORGANIZATIO~ 
:'Ol~CURS IN THE PRINCIPLES SET OUT IN THE RESOLUTION. WILL YOU PL?A.S~ EITHER 
(1) TELEGRAPH YOUR ENDORSEMENT OF THE RESOLUTION TO TEE FEDERAL MINISTER OF 
FH!A.NCE OR (2) INFoml HIM BY WIRE IN YOUR OWN :BUT SIMILAR TERMS TRA.T FEDEBli 
EXPZi.~DI'1'URES SHOULD BE FtIRTEER CUT. J.T TtB SAME TIM3: IT IS RECQMM:E:NDED THAT 
YOU COMMUNICATE IN THE SAlAE S:s1JSE WITH YOUR fiDERAL MEMBER OR MEMBERS AND 
J.LSO .ADVISE US HERE. 

Our ~xecutive is convinced that your organization 
wi~l realize the effective part it can play in this matter of national concem. 

C,W 
Encls. 2. 

Yours veq tl'Uly, 

~t~z-
secretary. 



THE CANADIAN CHAMBER OF COMMERCE 
BOARD OF TRADE BUILDING 

MONTREAL 

THE RECOWENDAT ION 

The Canadian ~ber of commerce expresses disapPointment 

and concern that the Federal !udget as now before parliament, 

while adding to the already heavy burden of taxation, does not 

indicate that economies have been adopted to the degree necessary 

to meet the present serious conditions and respectfully suggests 

that those economies already proposed be further extended to 

permit of the national Budget being balanced at the earliest 

possible date. 

The Chamber does not presume to suggest in detail how 

such Governmental economies should be effected but it does 

venture to point out that Canada is a much over-governed country 

and the Chamber desires to assure the Goverru·oont that it would 

heartily endorse further drastic reductions and rearrangements 

of the public service. 

The chamber furt .... er respectfully points out that since those 

.?ngaged in comu:erce. industry, finance and the public generally 

have been required to economize and to develop efficiency tq an 

urrprecedented degree, it behooves the Fe.daral aovernment to 
.~ 

apply the same principles in the conduct of the country1s business. 

10 sum up, the Qanadian Chamber realizes that it is the duty 

of each citizen to be personally concerned about the state of the 

natlonal finances and to assist the Government in its efforts to-

ward economy by assuring it of the support of the general body of 

citizens to that end; and further the canadian chamber believes 

that informed publ~c opinion requires that prevailing conditions 

should be met by the Government taking the necessary steps now in 

reducing expenditurei,however drastic they may be, and that action 

should not be deferred. 

APproved at Executive Committee Meeting of 
The Canadian chamber of comnerce, April 6th, 1933. 



THE CANADIAN CHAMBER OF COMMERCE 
BOARD OF TRADE BUILDING 

MONTREAL 

April 12th. 1933. 

Serial Letter to the i.1embers of the National committee on 
Economy in Public Finance 

Dear Sir:-

-Attached you will pIe se find a self-explanatory 

communication which has been addressed to our member Boards and 

01ambers. This document has been based on the responses which 

our president has had these last two weeks from our Vice-presi-

dents and Directors and members of our I,~at ional committee on 

Public Economy. rigLt across tr£ country. and is also in accord 

with the findings of our Ealifax and several of our preceding 

:onventions. 

ill you be good enough to use your influence locally 

to see that the Board of Trade in your city actively gets behind 

this unuertaking which our President and Executive want to see 

workeQ out on a national scale. Immediacy and a well attended rep-

resentative meetmg of the ;!!embers of the local Board or Chamber are. 

we believe. two essentials in making effective this work, and we are 

cO~lting on your co-operation in assisting at this time. 

As you know from earlier correspondence. the Prime -hnister 

r~s given hlS blessing to our work in connection with national economy 

and we want now so to focus business opinion that the Govern.l~nt will 

be assured that the public are requiring a cutting down of Federal 

expenditure. 

Yours very truly, 

~C-.~?--
secretary. 

P.S. The letter addressed to the Finance Minister under date of }!larch 

2nd is not enclosed as this went forward to you on March lOth. 

CaW 
=:n"l s. 2. 



NATIONAL COMMITTEE ON ECONOMY IN PUBLIC FI~ANCE 
UNDER THE AUSPICES OF 

THE CANADIAN CHAMBER OF COMMERCE 

BOARD OF TRADE BUILDING 

MONTREAL 

SECRITARY. 
CHAIRMAN OF RESEARCH . 

W. SAN FORD EVANS. WINNIP EG 
CHAIRMAN . 

W. L. McGREGOR. WINDSOR. 

Confidential 

Sir Arthur W. Currie, G.C.M.G., 
Principal, 
McGill University, 
}.!ontreal, Que . . 

Dear Sir Arthur Currie:-

The Board of Trade Building, 
Montreal, April 25th, 1933. 

Enclosed you will please find a 
few extracts quoted from lette~which leaders of business 
have written to Mr. George R. Smith in forwarding a cheque 
supporting the work of the National Committee. 

c •• 
Enc. 

Yours 

Secretary. 

W. McL. CLARKE. MONTREAL 



MEMBERS OF THE COMMITTEE 

PRINCE EDWARD ISLAND 

S. A. McDonald, President, S. A. McDonald & Co., Charlottetown 

NOVA SCOTIA 
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F. Barry Hayes, President, Toronto Carpet Manufacturin~ Co. Ltd., Toronto 
Major Gordon Ingram, President, Small man & Ingram, Limited, London 
C. S. Macdonald, President, Confederation Life Association, Toronto 
J. M. Macdonnell, General Manager, National Trust Company, Ltd., Toronto 
Col. W. L. McGregor, Chairman of the Committee, Windsor 
J. A. McLeod, General Manager, The Bank of Nova Scotia, Toronto 
A. N. Mitchell, General Manager, Canada Life Assurance Company, Toronto 
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James Richardson, President, James Richardson & Sons Ltd., Winnipeg 
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George C. Rooke, George C. Rooke and Company, Regina 
R. A. Wright, President,~The Western Canada Live Stock Union, Drinlcwater 
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James Ramsey, Edmonton 
Col. J. H. Woods, Editor and Managing Director, The Calgary Herald, Ltd., Calgary 

BRITISH COLUMBIA 

H. R. MacMillan, President, H. R. MacMillan Export Co. Ltd., Vancouver 
Christopher Spencer, President, David Spencer, Ltd., Departmental Stores, Vancouver 



PROGBESS IN WORK OF THE 

~rATIONAL COMMITTEE ON :5:COKOMY n~ PUBLIC FIlil'ANC~ 

May 1st, 
1 9 3 3 

1. The National COmilUttee on Economy in Public Finance of some forty-five 
representative business men, was appointed last september under the auspices 
of 1he canadian Chamber of Commerce. Mr.~. Sanford Evans of Winnipeg, Presi
dent of the W. Sanford ~ans statistical Service and Dr. H. L. Erittain, 
Director of the Citizens' Research Institute, agreed to undertake the special 
research work. 

2. Not only was the subject of sound financing in Governments featured at the 
Halifax Convention of the canadian Chamber in september, but during the last 
six months addresses have been given by outstanding leaders in canadian business 
before canadian Clubs, Service Olubs, .A.na."'lual Meetings of various commercial 
associations in all the provinces of the Dominion. 

3. Ten special monographs have been prepared by Mr. Evans on various phases of 
debts, public expenditures, taxation and the Railway Situation. seven of these 
monographs have been publishe~ in booklet form and some ten thousand copies of 
the pamphlet distributed to memberu of the Federal and provincial parliaments, 
the Banks, the Trust and Insurance Companies, leading canadian firrus, Boards of 
Trade and Chambers of Co~nerce, and to a large number of other business men. 

4. More than 350 columns of newspaper support across the Dominion have been 
given to these releases including some 100 columns of favourable editorial 
cOffiillent. canadian ~usiness, the official magazine of the canadian Chamber with 
a ten thousand circulation has carried two special articles on Econo~ in 
Public Finance, while the National Home Monthly with a circulation of 200,000 
had in its February number a specially prepared article on this subject by kr. 
Evans. Other trade magazlnes have in some of the larger canadian centres 
carried month by month the releases of the National Committee. 

5. provincial Committees under the auspices of the National committee have 
been organized in the provinces and local Boards of Trade and chambers of 
Co~nerce have also been surveying their illUnicipal finances in a large number 
of centres. 

6. The annual addresses of the presidents and General Managers of the Banks 
and Insurance and other national companies have generally referred to the 
necessity for public economy and innumerable references have been made to the 
facts as collated by the National Committee. 

7. The c~operation of the Provincial and Federal Governments has been 
specifically sought and secured. The Prime Minister of canada in writing the 
Chairman of the National Committee last December said: 

It! congratulate you most heartily upon the very successful efforts 
you are making in dealing with the problems of the expenditure of 
public monies in the Dominion. It will be difficult for us to 
survive unless the mo.st rigid economy is practised by the Federal 
Government ••• With all good wishes for your continued success in 
the field in which you have given such constructive service, I am •• \I 

S. provincial budgets as brought down for 1933-34 show a decrease in esti,uates 
for the new year at some $24 million. Economies in the Federal Budget for 
1933-34 total at present another $24 million. 

9. Public meetings have been held in some fifty centres of canada JuriUb the 
last two weeks under the auspices of the local Boards and Chambers, endorsing 
the recommendation of the canadian C~~ber that further drastic economies at 
ottawa should be made. 

10. There is an evident growing public opinion demanding retrenchment in 
Govermaent expenditures. 

. ............... . 



May 1st, 1933. 

OFFICIAL C~~ICA~ION TO THE MINISTER OF FINANCE 

The Executive of The canadian Chamber of Commerce has for 
acknowledgment your letter of April 24th concerning current Govern:nent expen
diture~ and taxation. 

The Chamber has purposely avoided pointing out where economies 
should be effected. It is believed that the Government itself has at its ~ . ispo
sal the necessary information as to the details of controllable expeno.iture to 
enable it to proceed with further economies. To any internal economy cornw.ittee 
which may be working at the ~resent time, the Government might be well a~vised, 
howe~er, to add one or more outstanding business men, following tne proce~ure 
adopted. in the appointment of the recent May commission in England. 

If suCh a step were decided upon, The canadian Chamber of 
COIn.llerCe would be prepared, if desired, to :.elp in selecting with the co-operat ion 
of the Government a s,nall com.nittee of outstanding business executives, w110 are in 
touch with national business affairs and who, if issued a Royal Commission would 
Give their time and counsel without compensation to assist the GOvernment in 
surveying the fie~d for further economies. 

May we remind you that our preyio~s statement to you was not 
to the effect that economies had not been @ade these past three years. ~e 
recognize that economies have ceen effected and we believe them to be steps in 
the riGht direction. 17hat our recoIIh~.endation set out, however, was that the 
present Federal Budget, while addin5 to the heavy bureen of taxation, does not 
indicate that economies f~ve been adopted to the degree necessary to &eet the 
present serious conditions. At a time when all forms of private enterprize have 
been obliged to initiate most drastic measures of econo~, we believe it to be the 
sentiment of the public that the Federal Goverlli~ent should apply the same princi
ples in the conduct of the countrj1s bus iness. In your letter to us, the esti
mated expenditure for 1933-34 is set at 445 millions of dollars. Of this a.,ount 
interest charges totalling $138 million are uncontrollable. Further items 
amounting to $175 million are perhaps susceptlble to partial control only, and the 
balance of $132 million may be qual if led as controllable. It is in the second and 
third categories, particularly tLe last, that we believe furtl:er drastic economies 
should be made. 

With regard. to your own statement "it is erroneously assumed 
that reductions in controllable expenditure could be .rade to such an extent as to 
balance the bu~get without resort to additional taxation!!, it may be pointed out 
that what the Chamber rBco£n..lended was that "the economies already proposed should 
.be furtiJ.er extended. to permit of the l;ational Budget being balanced at the earliest 
~ossible date". Unless controllable expenditures are drastically cut, we are only 
adding to our national debt whi~~ put~ off the day when the Budget can be truly 
balaliced and which automatically means higher direct or indirect taxation all round. 

We believe that the Chamber and the public at large have the 
right to CO,1cern themselves with the burden which Government expenditures or a 
lack of thelr sufficient curtailment, involves. 

e continue to submit, moreover, as stated in our earller 
C01TImUnlcatlon that canada is a much over-governed country and that we believe 
it is possible to effect further reductlons and rearrane:-;elu",nts of the public 
service. 

canadian public opinion from the Atlantic to the Paclfic is 
conscious of the present need for crastic economy. We must reiterate this point 
of view to you as our assurance has been made doubly sure these last two weeks 
through the many public meetings WhlCh have been held. across the Dominion and 
from the correspondence which has been received at our ~ational He&dquarters. 

May we assure you that we appreciate what has alreaiy been 
accomplished in the direction of economy, realizing the difficulties with which 
the Federal Government is faced at the present time. May'we further assure you 
that in so far as the thamber and its members acr~ss Canada are concerned, any 
further undertaking to reduce public expenditures will be acknowledged in a 
spirit of sympathetic co-operation and gratitude. 

secretary. 
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NATIONAL COMMITTEE ON ECONOMY IN PUBLIC FINANCE 
UNDER THE AUSPICES OF 

THE CANADIAN CHAMBER OF COMMERCE 

BOARD OF TRADE BUILDING 

MONTREAL 

CHAIRMAN OF RESEARCH . 
W. SAN FORD EVANS. WINNIPEG. 

CHAIRMAN. 
W. L. MCGREGOR. WINDSOR 

SECRETARY. 

May 3rd. 1933. 

Serial Letter to the Members of the National Committee on 
EconoffiY in Public Finance 

Dear Sir:-

(1) 

(2) 

0) 

There is attached hereto for your information: 

a brief summary of the progress of the work of the 
National Committee on Economy in PUblic Finance; 
a copy of the Chamber's communication to the Hon. 
the Minister of Finance in reply to his public 
letter of April 22nd; 
two pages of newspaper clippings whic4 are illus
trative of the Dominion-wide support being rendered 
the campaign by the canadian Press. 

If the Board of Trade or Chamber of Commerce in 
your community has not taken action on the Chamber's communication 
and reco~aendation of APril 11th, our zxecutive would appreciate 
your co-operation in urging on the local Board or Chamber the 
desirability of early action. 

C:W 
:!linels. 3. 

yours very truly, 

~ e ~~'2:..----
Secretary. 

W. McL. CLARKE. MONTREAl 



EXTRACTS FROM LETTERS OF LEADERS 
OF CANADI~1 BUSINESS IN RESPONSE TO REQUESTS 

FOR CONTRIBUTIONS. 

An Eminent Publicist says. (W.H. Cawthra, 24 King st. W.9 Toronto) 

"I rejoice to know that some concerted action is being taken 
by business men in this Dominion - men who are too busy to become 
politicians - to drive home what is the gravest danger to tl1ade and 
prospe~ity. If this cannot be done, we may as well start a search 
for a Hussolini or a Hitler." 

A Manufacturer writes: (A.C. Ransom, President, Ault & Wiborg Co., 
Toronto) 

"While these times are mighty hard to be subscribing for this 
or any other cause, we are enclosing our cheque and wish you "God Speed" 
in your undertaking, for if there ever was a time when things needed 
economy in the running of governments, the time is most .pportune." 

A Business Executive sayst (S.B. McMichael, President, Dominion Electric 
Protection Co. Toronto) 

"! aT.l delighted to know there is an organization that is at last 
undertaking to try and do something about the constantly mounting taxes. 

"Apparently public officials, whether in Federa!-, Provincia) 
or Municipal positions, have an idea that there is an inexhausf~blo 
reservoir of money in the hands of individuals and ~rganizations that 
can be tapped at will for any amount and for any pu~pose. 

"I believe that these conditions and the toll that is being 
enactod from both individuals and organizations by way of taxes is 
repidly weakening the morale of the average executive, which will un
doubtedly seriously influence the return of better business. 

"May I express the wish that your influence may be felt in as 
wide a sphere of activity as possible." 

From Mr. Irving P. Rexford, (General Manager, Crown Trust Co., Montreal) 

"Bolieving that economy in public finance is of vital importance 
under presont day conditions, we hope that your Committee will be 
heartily supported and meet with much encouragement in the work which 
you are endeavouring ~o do." 

From Mr. Corwin Wickersham, (President, Standard Brands Ltd., Montreal) 

"t feol very strongly that in viow of the fact that our taxes 
are increasing in every possiblo way yoar after year, it is only fair 
that the Government should sot about putting its own house in order and 
eliminating some of its unnecessary oxpenditures. 

"Vlo aro all willing to contributo our sharo of the taxes to run 
the Governmont but it 6eoms to mo it should take stops, the samo as 
every successful business has in theso timos, to clean house by elim
inating exponditures that have crept in during the so-called boom times 
and which roally contribute nothing toward the successful operation of 
the business." 

From l:r. G. J. MitcQell, (Vice President and General Manager, Canada 
Dry Ginger Ale, Toronto) 

"Wa are very much in accord wi tb the movement. Instead of find
ing now methods of taxation as so recently exhibited in the proposed 
Budget from Ottawa the Minister of Finance and his Comrnittoes should 
actively endeavor to reduct tho cost of Government. It is decidedly 
our point of viow that these things must be forcibly brought to the 
attention of the Cabinet at Ottawa. We are strongly in sympathy with 
your movemont.1t 
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From .:r. --/. N. r/ost, (Prosidont, J. &. J. Taylor, Toronto) 

"Your Comr,jittee will fully approciatf; 9 I know, that an industry 
liko our ovm, \-/hich is e. high class specialty, is probably suffering more 
than any other tre.de c.t the present time. "vie ~re doing our utmost to 
keep about a hundrod odd m~n going, working intermittent hours bocause 
of the request to do so, but it is groc.tly to our disc.dvantage finan
cic.lly. 

"Howevor, we aro interested in the subjoct, fooling it very 
assential that something should bo dono to cut dO'fm the oxisting burden
some taxation, and so I am enclosing a choque which wo can add to our 
prosent ovordraft." 

From l:r. J. J. Gibson~ (Gonoral ~:anager, Chartered Trust & Executor, 
34 King st. 7. Toronto) 

"l sincorely trust that the Committee .. ay bo ablo to mako itsalf 
felt with the various Governmonts of the country, as thoro is nothing 
moro urgently needed than a reduction of Govorrunental exponditures to 
the point where budgets c.re .Jalanoed." 

From If.!". Wc.lter J. Helm, (LIanagcr~ Hidlc.nd Loan to; Savings Co., Port Hope) 

"I think this is a very nocessary work and trust the efforts of 
the CO~Jitteo may be re~rded c.t no distant date, because it is high time 
tho vrholesc.lo, reckloss and oxtravagant governmontal expend itures with 
which practically the ~ntir~ country is afflicted, should be brought 
to a decided halt." 

From !.ir. H. G. Ratcliffe, (Sacreta.ry-Treasurer, Sterling Coal Co., 
Toronto) 

"It is high time some group or organization took somo drastic 
stops in connoction with public oxpenditures, as the time has passed 
whon any Government can, by squeezing a sponge, get more money out of 
tho public. Additional tax~tion w~ll simply lend itself to retrenchment 
in businoss. To our minds, the enly policy left opon is to stop spending." 

From I:r. C. L. OwElna, (Presidont, CV/ons &: Elmes, Toronto) 

"During theso troublesoiJo days C.::.nadio.n businoss Don aro called 
upon for financial support frOi.1 ovory conceivable source, but we aro 
delightod to hGar that at last some or .;e_nizod off ort is boing made to 
curb gross oxtravo.gance ~y our Governments. 

II~7e t('.ke this opportunity of congratulating thE) Ne.tional 
Corn..itte(; on Economy in Public Fino.nco, and wish thelll further succoss." 

From t:r. ",7. R. Houghton, (Uanagcr, Law Union &: Rock Ins. Co. Toronto) 

";7e arc in full sympc.thy with the obj octs of your COIll.''littee. 
"Thoro is no deubt thut tho burden of taxation, pc.rticularly 

on insurE'.nco compcmias, renders it Ll1possiblo to r_:r..ko a profit in the 
light of tho constantly declining proQium incowe and increaso in losses 
during tho lc.st .t iarae yoars. n 



NATIONAL COMMITTEE ON ECONOMY IN P U BI ... IC FINA~CE 
UNDER THE AUSPICES OF 

THE CANADIAN CHAMBER OF COMMERCE 

C HAI RMAN OF RESEAR CH. 
W. SAN FORD EVANS. WI NNIPEG 

Sir Artuur • currie, G.C. !J . G., 
Principal, 
~cGill University. 
i!ontreal. 

Dear Sir Arthur Currie:-

BOARD OF TRADE BUILDING 

MONTREAL 

C HAIRMAN O F FINANCE , 
GEO. H. SM ITH . TORONTO. 

SEC RETARY. 
W Mc L. CLARKE . MONTREAL 

June 20th, 1933 . 

As President of ~he canacian C amber of Commerce 
I wanted you to kno how very rnuc we appreciate tne practical interest you have 
been taking in our campaign for Public Ecoromy. It is because you and several 
otner outstanding canadians nave been behind this move ent whict is receiving 
t.e financial support of so many of our leading canadian f ir~s, that we are able 
to report progress. The work, it is believed, has made a splendid beGinning these 
last few months, and the activities of t.e National Committee on Economy 111 be 
continued with still greater e phasis. This decision was taKen at our Boaru 
meetinb in Toronto last week. Plans are now ffiaturing for tne autumn caopa1gn. 

It is very encouraging to know that otta.a at 
long and belate last is bebinning to take notice of the manner in nicn public 
opinion is setting to ord expenditures. Just t .• is last eek e U!' erstand t at 
instruct.lons Lave been issued to t.e various :!)apartments tl.at no supply oney 
will be made available until the estimates voted by parliru.ent nave been rEduced 
a still further 101. Delegations to rttawa asking for publlC grants are not so 
numerous as a yt;ar or two years ago and furthermore some such requ sts, '\1(, happen 
to know, have been definit ely turned down. Fr om some of the provinces, moreover, 
we learn on ~ood autnority that the Governments have been able to cut expendit~res 
because of our campaign. Public opinion muniCipally is also getti in several 
quarters the desired results and both expend'tures and the ~ill rate have been 
reduced. 

There is attached a summary of the work so far 
undertaken and accomplished together with a reprint of articles recently appearing 
in t.e Ca.adian press despatches. These reprints illustrate the kind of publicity 
which is being effected. 

Chamber of Commerce. 
Encls . 2. 
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THE CANADIAN CHAMBER OF COMMERCE 
BOARD OF TRADE BUILDING 

MONTREAL 

PROGRESS REPORT 

ON THE 

CAMPAIGN FOR ECONOMY IN PUBLIC FINANCE 

1. Seven special monographs have been prepared by Mr. W. sanford EVans·, Cbairman 
of the Research committee, on various phases of debts, public expenditures 
and taxation. ~ese monographs have been printed in pamphlet form and soms 
ten thousand copies were distributed to the members of the Federal and Pr~ 
vineial parliaments. and to leading business directors throughout the 
Dominion. Three additional monographs on the Railway Situation were also 
released by the Committee and widely distributed. 

2. The total newspaper publicity Oil the campaign has amounted to 500 columns 
of which 100 columns are editorial comment. This has been general throughout 
all the provinces. Several magazines have also carried special articles on 
public expenditures and taxation. ~or instance the National Home Monthly 
with a circulation of two hundred thousand had recently a specially prepared 
article by Mr. Sanford "£vans. 

3. .A large number of addresses by the Chamber I s officers and ,llembers of the 
Kational Economy committee have been Given these last few months in a large 
number of provincial centres. The annual ;neetings of various agricultural. 
in&ustrial and financial associations have been addressed together with 
canadian and service Clubs on the subject of Governmental economy. 

4. The annual addresses of the presidents and General Managers of the Banks, 
Insurance and Trust Companies have usually referred to the necessity for 
public economy and references have been very frequently made to the facts 
as collated by the National Economy committee. 

5. The c~operation of the Provincial and Federal Governments have been specifi
cally sought and secured. The prime Minister in writin5 the Chairman of the 
National Committee at the beginning of the year said: 

111 congratulate you most hearti).y upon the very successful efforts you 
are making in dealing with the problem of the expenditure of public 
monies in the Dominion. It will be difficult for us to survive unless 
the mo~t rigid economy is practised by the Federal Government, and I 
think you will agree 'rre have accomplished nru.ch during the past two 
years. ~ith all good wishes for your continued success in the fleld in 
which you have given such constructive service .. 11. 

6. On ::arch 2nd, the president &nd chairman in an official communication to the 
Finance Minister urged greater govern:nental economies wi th the end in view 
of balancing the budget at the earliest possible date. 

7. with the coming down of the Federal Budget, the president sent out a care
fully prepared q;uestionnaire to the National Committee and Directors whose 
unani;nous opinion was that sufficient economies had not been lnsde in Federal 
ex-.flendi tures. 

3. strengtLened with the foregoing representative business opinion fro.n coast 
to coast, the Chamber addressed a further com!llUI1ication to lil r. Rhodes under 
date of April 12th, again reiterating the need for further economies this 
present year and expressing disapPointment and concern that the Federal 
BuQget. as now b8fore parliament, while adding to the already heavy b~den 
of taxation. does not indicate that economies have been adopted to the degre~ 
necessary to meet the present serious condl tions and respectfully suggests 
that those economies already proposed be further extended to permit of the 
national budget being balanced at the earliest possible date. 



9.. T4e Chamber at the sa:£le time invited its member Boards and Chambers to 
endorse a similar recommendation and forward its endorsement to the Minis
ter of Finance. During the subsequent three weeks some sixty representative 
public meetings were held across the Dominion at which in both the larger 
and ffiany of the sillaller centres, the requested action was taken. 

10. When the Minister of Finance on April 24th replied to the Chrunber pointing 
out the extent of Gove~nt economies, the Chamber again wrote Y.r. ~odes 
on ~ay 1st intimating, that while acknolwedging economy on the part of the 
G-overnment, the Chamber did not believe t:lat the ~ederal Budget, although 
adding to the heavy burden of taxation, indicated that economies had been 
adopted to the degree necessary to meet the present serious conditions. 

The Chamber went further and suggeeted to the Finance Minister that some 
Committee along the lines of the May co~ission in England might advisably 
be appointed by the Government, and if SO decided, the Chamber wou\d be 
prepared, if desired, to assist in its selection. 

This recomruendation was furtl.er referred to in follow-up letters to 
:U'. Rhodes under dates of May 19th and May 31 st. 10 these communi
cations, Mr. Rhodes replied on leaving on June 1st for England: 

!I •••• As I am leaving today for London, accompanying the Prime 
Minister to attend the world conference, I am simply acknowledging 
your communications, and may say that the question of expenditure 
has received, and is receiving, the most careful consideration of 
the Government.1t 

11. The Minister1s address in Toronto an June 1st was widely quoted. rhe 
tone of the speeCh was an indlcation that Mr. Bhodes was aware of the 
growing public opinion in favour of economy. He moreover stated that 
he laoked favourably on the work being carried on by The canadian jhamber 
of Commerce and its members, and trusted that their good work would con
tinue. 

12. The organization of the Ontario Provincial Committee under the auspices of 
the ioronto Board deserves special noting. A very representative group 
from the principal centres of Ontario was set up, and the committeets re
leases on provincial finances have carried the campaign into every impor
tant centre of Ontario and its work has also made a perceptible impression 
on the Ontario Government and Opposition. 

Provincial Committees have also been active in prince Edward Island. QUebec, 
Manitoba, Saskatchewan, Alberta and Brit~sh Columbia. 

13. It is also encouraging to report that various municipalities under the 
leader£hip of the Boards of Trade have these last few months instituted 
s?ecial inquiries into their local finance. There may be mentiQned: 
c~arlottetown, Kentville, Edmundston, Toronto. Brantford, London, peter
borough, Oshawa, Woodstock. Hamilton. ]elleville, Fort Erie, ~ebec. 
Ville Mar1e, Sherbrooke, St_ Boniface, selkirk. Bassano, Red Deer, 
Terrace and Prince George. 

This work merits special emphasis these coming months. 

14. There lS reported hereunder the act~l reduction in Federal and Provincla1 
Budgets for 1933-34: 

FedeI'al Government $ 6.227,000 
Budget annOlnca;:nent cl 
10% cut on Department est~tes $14,000,000 

British columbia 1,964,078 
Alberta (estimated) 3,000,000 
Saskatchewan 2,146,623 
Manitoba 650,000 
Ontario 14,000,000 
~ebec 5,000,000 
New Bru.nswick 1,061,000 
prince Edward Island estimated increase 82,000 
Nova Scotia estimated increase 3,000 

Total est~ted decrease 

$20,227,000 

~7 , f327 ,101 
8,054,701 

85,000 
$41.969.101 .t 
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t~. Rhodes intimated in the House and more recently in a public address 
that the Gover~ent would make furtLer economies this year. 

15. The practical interest taken by leading Canadian business houses in this 
campaign is evidenced in the financial assistance which a large number 
of new companies have given to the Chamber these past few months. ~he 
letters written in this connection to our committee and to the Chamber 
were most commendatory. 

16. There is abundant evidence that the leaders of business believe our 
~~ign should be intensified this coming season and that the work 
undertaken should be pushed on with energy • 

. . . . .. . .. .. . .. . . . . .. . . .. .. .. .. .. .. . .. . .. .. .. .. . . . . . . . .. .. . .. . .. .. . .. .. . .. .. . .. . .. . .. .. . .. . .. .. .. .. . . . . . . 
COMMENTARIES ON ECONOMY IN PUBLIC FINlNCE CAMPAIGN 

11 I rejoine to know that some concerted action is being taken by busi
ness men in this Domin1on - men who are too busy to become politicians -
to drive nome what is the gravest danger to trade and prosperity. -f this 
cannot be done, we may as well start a search for a M\lssolini or a Eitler. 11 

· ................................... . 
IIBelieving that econom;y in public finance is of vital importance under 

present-day conditions, we hope that your committee will be heartily 
supported and. meet with lauch encouragement in the work which you are 
endeavouring to dou • 

· ...................................... . 
"l sincerely trust that the committee may be able to make itself 

felt with various Governments of the country, as there is nothing more 
urgently needed than a reduction of Governmental expenditures to the 
pcf..nt where budgets are balanced. 11 · ....................................... .. 

"\Ve are in full sympan.y with the objects of your Committee. 
"There is no doubt that the burde n of taxation. particularly on 

insurance companies, renders it impOSSible to make a profit in the light 
of the constantly declining premium income and increase in losses Qurirg 
the last three years. 11 · ........................... . 

IlDuring these troublesome days canadian business men are called upon 
for financial support from every conceivable source, but we are delighted 
to hear that at last some orgnnized effort is being made to curb gross 
extravagance by our Governments. 

"We take this opportunity of congratulating the Na.tional committee on 
Economy in PUblic Finance, and wish them further success." · .......................... .. 

f'I feel strongly that in view of the fact that our taxes are increasing 
in every possible way year after year, it is only fair that the Government 
Should set about putting its own house in order and eliminating some of its 
Ul1necessary expenditures. 

"We are all willing to contribute our share of the. taxes to run the 
Government but it seems to me it should take steps, the same as every 
successful business has in these times, to clean house by eliminating 
expenditures that have crept in during the so-called boom times and whiCh 
really contribute nothing toward the successful operation of the business.tI 

...................................... 
IIWe are very much in accord with the movement. Instead of finding new 

methods of taxation as so recently exhibited in the propcs ed Budget from 
ottawa, the Minister of Finance and his committees should actively endeavour 
to reduce the cost of Government. It is decidedly our point of view that 
these things must be forcibly brought to the attention of the cabinet at 
ottawa. We are strongly in sympathy with your movement. It 

........................ " .......... . 
If! think this is a very necessa.ry work and trust the efforts of the 

Committee may be rewarded at no distant date, because it is high time the 
wholesale, reckless and extravagant governmental expenditures with which 
practically the entire country is affllcted, should be brought to a decided 
t.a.lt.1I .••••.•••.••.••••..•••••••••• 





SAINT JOHN 
TELBG~J~H-JOUhNAL 

ECONOMY 
ARE RECOMMENDED 
Montreal Board of Trade Submib Three-Point 

Plan for Lessening Canada's $143,000,000 
Deficit to FiAance Minister Rh~,J '. 



THE CANADIAN CHAMBER OF COMMERCE 
BOARD OF TRADE BUILDING 

MONTREAL August 17th, 1933. 

Dear ~~. Secretary:-

The i;acW.llan Commission considering the Cana.:Uan Bank Act 
and Canadian mOt\etary an(). credit conditions generally, is now engage~l in its 
enq:uiry. .il& the Prime Minister stated in the Rouse of Commons last Uay, "It 
is im-portant the.t there snould be afforded an op.:,)ortunity to present the view
point of every person tnat is affected," "We shall see to it that an oppor
tunity is given to everybody who so desires. to speak ~ith respect to banking 
from the stand-point of the country ac a whole." 

In the citieG where the Commission holds sessions, it 
will be easy for the Board or ~hamber to put forth whatever views it may hold. 
We nope that this facility will be used and that our membership ryherever 
possible locally ~ill have made or will make the effort to have their ideas 
sUbmitte6. to the Commission. We furt~er believe that it will be worth while for 
the Canadian Chamber to draw a composite picture of what the Boards and Cr~bers 
and business generally are thinking as to our Canadian monetary and crec~.it 
systems, and to prepare what we trust will be a helpful memorano.Uln for the Commiss-
ion. 

Will you therefore write me briefly concerning any recommen
dations your Council or membership may have on the financial policy of the Dominion 
as outlined under the various headings in the terms of reference of the Qommission, 
a copy of which I attach hereto. 

The fundamentals of monetary policy are not as complicated as 
sometiDBs they are ma~e out to be. We are not seeldng in any case the more intri
cate iniormation. iVhat we should like to gather together. howev8l', are the 
opinions obtaining locally on a few basic Questions and the reasons for :lo1&ing 
these opinions. -

To simplify your answering this letter .the following questions 
may be suggestive:-

(1) Does your Organization believe t~Lat the Banking system has stoo~ ~anada 
in good stead during both normal and more difficult times? 

(2) Has your Organizatian recommendations to mruce as to any mOLifications, 
extensions or developments in the Banking institutions an;~. the Canadian 
monetary and credit ~ystems, which, if made effective, would in your 
opinion be designed to ~romote the revival of domestic anc foreign trade 
an<i the general increase oi elnployment and to ensure a greater measure 
of stability in respect thereto? 

5AAge3ted Headings for (;ommept 

(a) Central Bank: 
Among other functions would be to ruake available an~ to 
influence the quantity of cre~it that can be extended 
by the cOlllmercial banks to the business public. 

(b) The ~yailability of credit. 

(c) Interest Rates. 

The Commission will have completed its enquiry in a couple of 
months anl will doubtle~s bring in its report to the Government before Parliament 
reassembles. '.4·11e Report itself '1!ill then probe.bly be the subject of debate before 
the Banking and Commerce Committee of the House of Commons. It is clear, therefor~. 
that these questions on banking ani finance will be prominently before t~e people 
of Canada these next months. As organizations representing the best business 
thought in the ~ifierent co~nunities, ~e need to think on these matters of national 
interest and to express not only our individual. but our co-ordinate& views. 

May we have your llr.ompt .co-operation SO that we may together 
2erform a useful an& timely service. 

C:W 
Enc. 

Yours very truly, 
Secretary. 



SUlnm!\r;( ~f tie Terms of Referenee for the , l~cMillS Commission 

That it is desirable that the approaching periodic reVlSlon of the 
Bank Act. which will Jrecede the enactment of a measure to continue the charters 
of the existing banks - to which said act applies - and which expire on July 1, 
1934, sllall be base& on a complete ane). detailed examination of the IT ovisions of 
said act an~ of the functions and operations thereunder of the banking system 
thereby established; 

That it ie also desirable that ~Ch examination should include a 
study of the facilities no affor~ed by the Finance Act ani a careful con
sideration of t~~e aivisability of establishing in Canada a central banking 
institution, and, if so establiShed. of the relation of such central banking 
institution to existing banks, and its ~roper authority an& function in the 
c)eration of the banking system of Canadai 

That such examination ~10uld also include a st~dy of the entiTe 
monetary system of Canada, incluc.ing credit, currency and coinage, particularly 
in ti:1eir relation to comof.ity price movements ano. fluctuations in lnteNo . 
national exc~ange; 

'mat it is also advisable to consider whether and in ~l1at respects 
the banking institutions and the monetary system of Canada may be modifieJ. 
extended OT develmped for the purpose of facilitating inter-I~perial en~ L,ter
national co-operation in public ~olicies ~esignea to promote the revival of 
~1.omest 1e and foreign trade and enterprise anet the general increase of employ
:nent to ensure a greater measure of stability in mspect thereto. 

It is ;?rovidej. first, that the cOllUllission sllall examil1e. consic~er 
anc. report upon all the matters, l'lereinbeiore recitedj .second, that. vrithout 
limiting the general scope of their en~iry into the operation of tae banking 
ano. monetary sys tem3 of Canada, the said comwissioners shall, in )art1cular, 
examine the prOVisions an~ working of the Bank Act, tbe Dominion ~ote Act, the 
Fin~,ce ACt and the Currency Act, ~1~ the advisability of establishing a cen
tral banking insti tut ion; an'::' tllird, that said. commissioners shall report 
their re~oIllinendat1ons for revi.ing or supplementing the above-ulentione0. acts 
anc:. tOl' the a~opt1on of such other iOOasures as tl',ey ~r deem desirable to 
promote the revival of trade an~', enterprise a.n,,'. to facilitate inter-Im:")eri&l 
ant international co-operation for the purpose of raising the level of co~uodity 
prices and for the purpose of ensuring increased. Qomestic employment an':'" the 
stability of the economiC, financial and social institutions ot this country. 



Sir Arthur • Currie, G.C.M.G., 
Principal, 
McGill University, 
Montreal. 

Dear Sir Arthur Currie:-

The Board of Trade Building, 
Montreal, August 22nd. 1933. 

Attached you will please find a communi
cation which has gone out to our member Boards and Chambers with 
reference to the enquiry being carried on by the MacMillan Commission. 
We wish to obtain a cross-section of tceir views on the Canadian Mone
tary and Banking system. 

Our President and Chairman further believe 
that the opinions of our National Committees should be similarly sought. 
ith these findings also in hand, together with those of our Directors 

and sustaining members, it is felt that a helpful memorandum can be pre
pared for the Commission. 

/ould you therefore be good enough to write 
me briefl~ what you yourself think with regard to questions one and two 
in the accom~anying letter. It may be that you have already expressed 
yourself through some other channel. In any case your response to us 
will be of value in setting out clearly what views the Chamber holds 
on this question of such national interest. 

Our President has aSked me to say how much 
he will appreciate your co-operation in this regard. 

C:V1 
Enc. 

Yours very truly, 

Secretary. 
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Foreword 

Under the auspices of the Canadian 
Chamber of Commerce, a movement 
has been inaugurated to study the 
costs of Government in Canada with 
a view to such action as may seem 
to be in the public interest. 

The work is being carried on under 
the direction of a general committee 
of business men, with the assistance 
of a small technical committee. 

Before examining details there 
should be clearly in mind the propor
tions and trends of Government 
finance as a whole. 

It is the same citizen who bears the 
costs of Dominion, Provincial and 
Municipal government and it is the 
aggregate burden which creates the 
problem for the individual. 

Public finance is properly judged 
by the burden it imposes on the 
people. The great right acquired by 
the people of Great Britain in the 
centuries of struggle with the Crown 
was the right to assent to any levy 
or tax before it could be imposed. 
The right to control details of ex
penditure, which is not yet, and prob-

ably never can be made fully effec
tive, was a later development. 

Control, under the British system, 
is control of income, that is, of taxa
tion, rather than of expenditure, the 
details of which must necessarily be 
left largely to the Executive. A 
government can spend no more than 
it is given the right to raise. 

It is in accordance with this con
stitutional coneeption that in all 
British legislatures where correct 
procedure is followed, the Budget, 
which brings the financial policy of 
the government under discussion, is 
brought down when the legislature is 
moved into "Committee of Ways and 
Means," that is when the programme 
of taxation is proposed, and not when 
the estimates of the details of ex
penditure are submitted. 

A brief outline sketch of the 
burden of Government finance on the 
average citizen of Canada, with indi
cations of its historical growth and 
comparative weight, is presented in 
the following pages as logically intro
ductory material. 

W. SANFORD EVANS, 

Chairman, Research Committee. 



TOTAL ORDINARY EXPENDITURES OF GOVERNMENTS 

l>OO_ TOTAL ClRRENT EXPENDITURES 
01 C ......... DIAM (JO".ANMaNT& 

Ilo",;."o.... P",vinc,a.1 &f\u,,~,~("". s.1oooI,) 

_ - TREND KI04" 19S1 

--
" 600-a 
; 
g 500-

100 -

11\ Oeta.hon. To G,.o""th. o,1bpulAhon 

1904 

DIAGRAM NO. 1. 

Government expenditures in Can
ada have, during the last twenty-five 
years, shown a very rapid rate of 
increase-relatively as well as abso
lutely. 

From Confederation to about the 
year 1904 the increase, while almost 
continuous, was moderate. From 
1904 to 1913 a marked acceleration 
of rate occurred, while the increase 
after 1913 has been at a sharply 
steeper angle. 

In Diagram No. 1, above, is shown 
the trend of the aggregate ordinary 
expenditures of Dominion, Provincial 
and Municipal Governments from 
1904 to 1931, in relation to the trend 
of population. 

The relative proportions and trend 
will appear to the eye in the diagram. 
From approximately $120,000,000 in 
1904, the aggregate ordinary ex
penditures increased to $275,000,000 
in 1913 and to the very large total of 
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$920,000,000 in 1931. Adjusted to 
population the expenditures per 
capita were $19.08 in 1904, $36.72 in 
1913 and $88.68 in 1931. 

Expenditures represented in the 
diagram are the ordinary, recurrent 
("current") yearly expenditures of 
governments, as distinguished from 
exceptional and occasional, and from 
what are classified as Capital Ex
penditures. The latter classes are 
not included in the totals used. 

The classification by the various 
governments into "ordinary" or 
"capital" expenditures is not uniform 
or consistent. Except in the case of 
the Dominion, the distinction tends 
in practice to be really between ex
penditures out of yearly revenue and 
expenditures out of borrowed money. 
Whatever cannot be met out of in
come is borrowed for and transferred 
to capital account. 

The need is great for the determ
ination on sound lines of the condi-



tions under which, and the objects 
for which a government is justified in 
borrowing. The whole conception of 
a British budget would seem to be 
that it contains proposals for raising 
revenue enough to meet all estimated 
expenditures. A budget should bring 
before a legislature in the same 
statement all expenditures of every 
kind proposed for the year and the 
estimated revenue from taxes and 
other sources of income. If the 
latter does not fully meet the former 
the budget does not balance and 
borrowing is provided for. 

The presen t looseness of thinking 
in Canada, particularly in Provincial 
and Municipal finance, is a continuous 
danger. Certain expenditures are 
more or less arbitrarily, or even 
capriciously, called ordinary expendi
tures and if revenue can be made to 
cover these, the merit of a balanced 
budget is claimed, and then what 
amounts to a second budget is intro
duced with all other expenditures 
which are to be met by borrowing. 

The real merit and significance of 
a balanced governmental budget is 
that the burden and sacrifice involved 
is limited to the specific imposts of 
the year and that the government 
will not borrow, with the risk of 
creating inflation, and will not com
pete in the securities market for the 
free capital available. 

It should be clearly understood, 
therefore, that the expenditures 

treated in Diagrams 1 and 2 are only 
those expenditures classified by the 
governments themselves as Consolid
ated Fund expenditures, in the case 
of the Dominion, and Ordinary or 
Current expenditures in the cases of 
the Provinces and Municipalities. 
The extent to which other expendi
tures have been made will be shown 
in subsequent chapters. 

In connection with the figures used 
in Diagram No. 1, it may be pointed 
out that complete figures for all 
municipalities are not available in 
any existing compilations and must 
be partly estimated. Further, that 
account must be taken of certain 
duplications in the accounts, as in the 
case of subsidies paid by the Do
minion to the Provinces and grants 
by the Provinces to Municipalities. 

The figures used in the diagram for 
1913 and 1930-31 are the adjusted 
estimates by the Citizens' Research 
Institute and for 1904 an estimate 
was made for the purpose of this 
bulletin: 

Ordinary Expenditures 
(All Governments in Canada) 
1904 ________ $120,000,000 
1913 _______ 275,000,000 
1931 -_______ 920,000,000 

Population 
(Dominion Bureau of Statistics) 

1904 -______ _ 6,288,000 
1913 -_______ 7,488,000 
1931 ___ _____ 10,374,000 
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DIAGRAM NO. 2. 

In Diagram No. 2 are represented 
separately the courses of ordinary 
expenditures of Dominion, Provincial 
and Municipal governments. 

Dominion and Provincial figures 
are available yearly from 1868. For 
Municipal expenditures (including 
Schools) the figures for 1913, 1922 
and 1931-2, issued by the Citizens' 
Research Institute, are used and the 
dotted line is filled in between these 
points to show general trend. 

The striking feature of this dia
gram is the contrast between the re
strained movement of Dominion and 
Provincial expenditures for the first 
36 years, up to about 1904, and the 
upward surge in the last 27 years. 

If the growth of population is 
taken into account it is evident from 
Diagram 1 that a striking contrast 
will still remain. From 1868 to 1931 
population increased 3 times and 
Dominion and Provincial expenditures 
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30 times. While from 1904 to 1931 
population increased 78 per cent, and 
expenditures 666 per cent. 

If adj ustments are made according 
to the changing value of money, as 
measured by the index of Wholesale 
prices, the sweep of the curve would 
be modified in certain periods, par
ticularly between 1914 and 1920, but 
the contrast would still be striking, 
for the average price level in 1931 
was only about 12,1 per cent higher 
than in 1913 and was actually lower 
than in 1868. 

Tested by any appropriate stand
ards, the fact is clear that a marked 
expansion of ordinary government 
activities began about the year 1905 
and has been progressively continued 
ever since. 

It should be noted that the Do
minion expenditures are only those 
charged to Consolidated Fund account 
and do not include Capital Expendi-



tUl'es, nor special expenditures such 
as railway subsidies or direct ex
penditures on war and demobiliza
tion, although debt charges and pen
sions are included. 

Dominion expenditures charged 
against Consolidated Fund do not 
fully account for expenditures out of 
revenue. When revenue exceeds thE' 
charges so classified, the excess is 
used to meet special or capital ex
penditures, and any surplus is applied 
to the reduction of net debt. In 
years when total revenue does not 
suffice for total expenditures, the 
balance is borrowed and added to 
debt. 

In the 19 years, 1913-1931, Do
minion income exceeded Consolidated 
Fund expenditures by $1,120,110,467, 
or at the average rate of approxim
ately $60,000,000 per year. To put 
Dominion expenditures more nearly 
in line with Provincial and Municipal 
expenditures, these further payments 
out of revenue might not improperly 
ha ve been added to the figures used, 
but as revenue in 1931 happened to 
fall short of meeting even Consoli
dated Fund expenditures, the line 
would finally have arrived at approxi
mately the point shown in the 
diagram. 

It is interesting to see that since 
1913 Municipal expenditures, includ
ing schools, have been about equal to, 
and have been increasing at about the 
same rate as Dominion expenditures. 

Provincial expenditures are smaller 
in amount, but since 1904 have been 
increasing at a higher percentage 
rate than Dominion and Municipal 
expenditures. 

The scale in lhe Diagram is loo 
small to emphasize minor fluctuations 
in expenditures from year to year, 
but two or three points appeal' which 
may suggest interesting enquiries. 
For example, there is a check to the 
rise in expenditures and an actual de
cline, which is common to both 
Dominion and Provincial curves, in 
the period 1914-16 and again in 1920-
25. Was this due to economies in 
ordinary expenditures in the first 
period of war, and again in the de
pression of 1921-1924, or, in the 
latter case, was it due only to a de
cline in the prices of materials 
purchased? 

The sharp downward jog in the 
Dominion line in 1907 was because 
the figures for that period were for 
9 months only, owing to a change in 
the fiscal year, and do not represent 
a decline in the rate of expenditure. 

ORDIN ARY EXPENDITURES OF GOVERNMENTS 
(In Certain Years) 

Dominion Provincial Municipal Ord. 

Consol. Fund Ordinary (Tnel. ~chools) 

1870 --------$ 14,345,510 $ 4,504,391 -- ------

1880 24,850,634 7,366,106 ------- --
189O ----- -- 35,994,031 11,132,195 ----------
1900 - ------- 42,975,279 13,393,957 ----------
1910 -------- 79,411,747 33,783,150 ------- --

1913 ------ 112,059,537 53,278,425 $111,000,000 
1920 303,843,930 88,250,675 ----- -

1922 347,560,691 112,874,954 260,000,000 
1930 357,779,794 185,108,139 350,000,000 
1931 ------ 389,558,289 ----------



EXPENDITURES JUDGED BY COMPARISON 
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DIAGRAM NO. 3. 

By comparisons, the relative pro
portions of the ordinary expenditures 
of governments may best be realized. 

One of the main sources of national 
income is the field crops, including all 
grains, hay and other fodder crops 
and vegetables. 

A comparison of government ex
penditures with the farm value of all 
field crops is pl'esented in Diagram 
No. 3. 

In 1913 the total sum expended by 
governments for ordinary purposes 
was equal to 50 per cent of the farm 
value of all field crops in Canada in 
that year, as estimated by the Do
minion Bureau of Statistics. 

In 1931 governments expended a 
sum equal to 216 per cent of the 
value of all field crops. 

As prices were exceptionally low 
and yield not high in 1931, another 
comparison is added. The average 
value of all field crops for the 5 years, 
1927-31, including three years of good 
prices, was $866,000,000, while the 
ordinary expenditures of govern
ments in 1931 were $920,000,000. 

Whereas in 1913 a sum equal to 
one-half the value of the field crops 
sufficed to meet ordinary government 
expenditures, a stage has now been 
reached where the average value of 
all field crops falls short by many 
millions of dollars of meeting the 
ordinary requirements of govern
ments. 

The startling comparison of the 
value of the field crops of 1931 with 
government expenditures for that 
year has point and validity, however, 
because it illustrates the inadapt
ability of government charges to 
sudden changes in national income. 



ANOTHER COMPARISON 

The total amount of income 
assessed by the Dominion against 
individuals for purposes of the 
Income War Tax in 1931 was 
$815,714,684, which was the greatest 
amount assessed in any year in 
which the exemptions were $3,000 
for married persons and $1,500 for 
single persons. In that same year 

the ordinary expenditures of govern
ments were $920,000,000. 

If governments had expropriated 
all individual incomes in Canada 
above the moderate exemption limits, 
they would still have had to find over 
$100,000,000 elsewhere to cover their 
ordinary expenditures. 

OTHER EXPENDITURES 

In addition to the expenditures 
represented in Diagrams No.'s 1, 2 
and 3, it will be borne in mind that 
there was the expenditure by the 
Dominion out of revenue, but not 
charged to Consolidated Fund Ac
count, of an average of some 
'$60,000,000 per year in the period 
1913-31. Then there have been the 
very large expenditures of all gov-

ernments for which borrowed money 
was obtained. 

The increases in their debts from 
year to year represent the extent to 
which the budgets of governments 
have not balanced in the past, in the 
real meaning of this term. 

Government debts and borrowings 
will be treated in the three following 
chapters. 
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Between 1913 and 1931 the Do
minion increased its gross debt by 
$2,127,033,143. In addition the Do
minion had, between 1922 and 1931, 
guaranteed principal and interest of 
bonds of the Canadian National Sys
tem, Harbor Commissions, etc., of 
which a total of $738,709,970 was 
held by the public on March 31, 1931. 
There was also outstanding at that 
date railway bonds to the amount of 
$216,207,142, guaranteed by the Do
minion as to interest only. Neither 
of these classes of liability is included 
in the above increase in gross debt. 

In the same period the direct 
liability of Provincial governments 
increased by some $1,090,000,000 and 
the gross debenture debts of Munici
palities (including schools), without 
taking account of unfunded debts 
not completely available, by some 
$1,014,000,000. 

Disregarding, for the moment, the 
liability under guarantees of the 
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Dominion, and the unfunded debts of 
Municipalities, the change in the per 
capita liability for the gross debts of 
all governments is shown above in 
Diagram No. 4. 

Debts have increased even faster 
than ordinary expenditures, the per 
capita rate of increase in debts being 
147 per cent of the rate of increase 
of ordinary expenditures. 

The question of liquid, realizable 
or revenue producing assets, and of 
net, as distinguished from gross 
debts, arises. From the point of 
view of probable future debt charges 
upon the taxpayers this question is, 
of course, important. 

There is, however, another funda
mentally important question-What 
proportion of the available cash and 
credit resources of a country should 
be administered by governments and 
what proportion should be left to be 
administered by other agencies? 



Gross liabilities indicate the amount 
of borrowed money being adminis
tered by governments. That some 
portion of this is held in liquid form, 
or is invested in enterprises that are 
self-sustaining or even profit making, 
is aside from the point that the ad
ministration is in the hands of gov
ernments and these resources are 
withdrawn from administration by 
others. Governments administer also 
the amounts l'eceived in yearly 
revenues. 

It is evident that the administra
tion by governments of the money 
and credit resources of Canada has 
been rapidly extending, 

From this point of view not only 
all guaranteed bonds, but the whole 
debt, at least the debt to the public, 
of the Canadian National System and 
of any other enterprises directed, but 
not wholly financed, by governments, 
should be taken into the account. 

The estimate of gross government 
debts in 1931 on which the per capita 
amounts shown in the diagram are 
calculated is $5,308,000,000. If the 
other items are included this total 
would be substantially augmented. 
The Canadian National debt to the 
public on December 31, 1930, was 
$1,168,565,863. 

COMPARISONS 

Governments have been extending 
their administration of borrowed 
money very fast by comparison. 

The $5,300,000,000 of gross gov
ernment debts, again disregarding 
other items, is a sum a little greater 
than the total capital employed in all 
forms of manufacturing in Canada. 
But the increase in manufacturing 
capital between 1913 and 1931 was 
only 210 per cent, while the increase 

in government debts was 392 per 
cent. 

In the same period the total assets 
of all Chartered Banks in Canada 
increased only 100 per cent, and total 
bank deposits in Canada only 103 per 
cent, total external commodity trade 
only 64.4 per cent and acreage in 
field crops only 63.8 per cent-and 
government debts 392 per cent. 



DOMINION, PROVINCIAL AND MUNICIPAL DEBTS 
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DIAGR.·ur XO. 5. 

Diagram No. 5 shows separately 
the growth of the gross debts of each 
class of government. 

For the Dominion the figures are 
complete from 1867 to 1931 and for 
the combined Provinces, as compiled 
by the Dominion Bureau of Statistics, 
from 1916 to 1930, with occasional 
prior years back tOI 1896. 

Figures of the bonded debt of all 
Municipalities, but not of their gross 
liabilities from 1919 to 1930 are pub
lished by the Dominion Bureau of 
Statistics and the estimate of the 
Citizens' Research Institute for 1913 
is used to prolong the line. It is 
probable that except for 1913 debt 
for schools is not completely included. 

The outstanding feature is the 
enormous and almost perpendicular 
rise of the Dominion debt after 1915. 
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This is, of course, due principally, but 
not wholly, to borrowing for war ex
penditures. 

Total expenditures charged to War 
and Demobilization in the accounts 
of the Dominion are $1,695,729,891, 
of which $1,670,406,243 were in
curred between 1915 and 1920. These 
payments would not include interest 
on the war loans, nor war pensions 
and certain other charges to Consoli
dated Fund account. It must not bp 
overlooked, however, that special war 
taxes were imposed, the total yield 
of which from 1915 to 1931 has been 
$1,890,581,665. 

How far the yield of these taxes 
would have gone to meet all proper 
war charges and what balance would 
still remain, if a separate account 
had been set up in this way, might 
make an interesting calculation. 



For the present purpose, however, 
it is not necessary to analyze or ex
plain debts but only to present their 
true proportions. 

If only the direct total debt of the 
Dominion is taken into consideration 
the curve shows a decline between 
1920 and 1930, after war expendi
tures dropped off and war taxes 
reached their full yield. If, however, 
the obligations assumed in the guar
antee of principal and interest of the 
bonds of certain government owned 
or controlled enterprises are recog
nized, then the curve of Dominion 
liabilities is still sweeping upward, 
and the field of government adminis
tration of money and credit is still 
expanding. 

Provinces and Municipalities had 
no direct part in financing the war, 
whatever indirect effects there may 
have been on their revenues and 
expenditures because of conditions 
caused by the war. Yet the debts of 
these governments have increased at 
a very rapid rate since 1913 and are 
still going up. 

As between 1913 and 1931 the per
centage increase in Provincial debts 
was even greater than in Dominion 
debts. 

Figures for Municipalities are too 
incomplete for definite comparisons, 
but the trend is clear. 

GROSS DEBTS OF GOVERNMENTS 
(For Certain Years) 

Dom. Inc!. 

Dominion Guar. Bonds Provincial )IunicipaJ 

1870 ----$ 115,993,706 ------------ ------------- -------------
1913 483,232,555 ------------ *$ 178,000,000 ':~$ 416,000,000 
1920 3,041,529,587 ------------ 409,756,192 737,175,550 
1930 2,544,586,411 $3,165,412,821 1,140,953,696 1,209,645,181 
1931 2,610,265,698 3,348,975,668 1,276,629,288 *1,430,000,000 

Estimated. 



GOVERNMENTS AS COMPETITORS IN THE 
MONEY MARKETS 

SALES OF CANADIAl'l BCNDS 
Government - "Ra,lway & Corporation 

1904 - 1931 
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If governments borrow money they 
must get it out of the general world 
fund of money available for invest
ment in fixed-interest bearing se
curities. 

At any particular time this fund 
has more or less definite limitations. 
The amount available for anyone 
country is also subject to limitations. 
What one applicant obtains must 
have some effect on what others can 
get. With their broad base of credit, 
governments are formidable com
petitors for bond money. 

Diagram No. 6 shows total sales of 
Canadian bonds from 1904 to 1931 
and the proportion year by year con
sisting of government bonds. The 
figures used are those compiled 
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throughout this period by the Mone
tary Times. The heavy outline shows 
total bond sales and the shaded 
figure the proportion sold by govern
ments. 

The inset figure shows the propor
tion for the period as a whole-64.2 
per cent government and 35.8 per 
cent all other. 

The diagram deals only with 
straight government bonds, Do
minion, Provincial, Municipal and 
School District. Bonds guaranteed 
by a government and sold on its 
credit are not included. If bonds 
guaranteed as to both principal and 
interest by the Dominion since 1922 
were transferred to the class of gov
ernment bonds, the proportion of the 



latter for the whole period would be 
approximately 70 per cent. 

In war time governments practic
ally monopolized the bond market and 
because of the patriotic appeal were 
able to obtain more money than 
would normally go into bonds. In 
1931 and in 1932 governments are 
again occupying most of the field. 

The two periods in which govern
ment demands showed the most 
marked decline, about 1911 and 1927-
1928, happen to have been highly 
constructive periods in Canadian 
business, but whether a relationship 
of cause and effect can be traced 
would require careful analysis of 
many elements. 

Another way in which the financial 
demands of governments become a 
factor in the money markets is 
through the assistance obtained from 
the chartered banks. 

While much of this assistance is in 
the way of temporary financing, in 
anticipation of the collection of taxes, 
a large amount is continuously out
standing and makes a permanent de
mand on bank resources. 

Then the banks hold substantial 
quantities of government securities, 

some of these being long term bonds 
and others treasury bills. Whether 
these securities are purchased as 
attractive investments for bank 
funds, or are taken over at the re
quest of governments, which might 
otherwise have temporary difficulty 
in financing, they absorb a proportion 
of bank resources. 

On the average in 1913 bank loans 
to Provinces and Municipalities stood 
at $40,423,000, while the monthly 
average in 1931 was $147,042,000. 

Government securities owned in 
1913 averaged $33,178,000 and in 
1931 $609,218,000. In these latter 
totals there may be included some 
securities of governments other than 
Canadian but the amount would 
probably be comparatively small. 

Securities of and loans to govern
ments represented 4.8 per cent of the 
total assets of the banks in 1913, but 
24.6 per cent of the much larger 
assets in 1931. 

In several recent months the aggre
gate outstanding under the above 
headings has been over $800,000,000, 
when "Other Current Loans and Dis
counts in Canada," representing gen
eral business loans, stood at only a 
little over $1,000,000,000. 



TOTAL GOVERNMENT EXPENDITURES VS INCOME 

EFFECT ON INTEREST CHARGES 

I 

lDTAL EXPENDITURE I 
vs 

INCOME I 
EFFECT ON INTEREST 

C~GES_~ 

8>134 

[XA:nDfTUR£S ____ 

INCO'1E~ 
.5100 

L 
DIAGRA~l NO. 7. 

Canadian governments on the aver
age during the past 18 years have 
been expending $134 for every $100 
of income. The difference has yearly 
been added to debt. 

This average represents also ap
proximately the relative expenditures 
of the Dominion. Provincial govern
ments have spent $152 for every $100 
of income. Municipal governments, 
with their more restricted credit, 
have not increased debt in the same 
proportion, having spent only $124 
for every $100 of income. 

These calculations are based on a 
comparison of total income with in
crease in gross direct liabilities. 

Money borrowed by governments 
creates a direct charge on income for 
interest and, moreover, must be re
paid. Almost all direct liabilities of 
governments are for money borrowed 
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DOMINION EXPENDfTURES 

for definite terms at stated rates of 
interest. If provision for repayment 
out of income is not made, other 
money must be borrowed to refund. 
Interest continues a fixed annual 
charge. 

How interest payments on deb~ by 
the Dominion have grown between 
1912-13 and 1930-31 is shown in the 
accompanying diagram. 

Interest paid in 1930-31-$121,-
289,844 - was actually appreciably 
greater than total Consolidated Fund 
expenditures for all purposes in 
1912-13-$112,059,537. 

Total revenues of the Dominion 
from all sources were never large 
enough prior to 1911-12 to have paid 
the interest bill of 1930-31. 

In 1930-31 interest payments by 
the Dominion were over 9t times as 



great as in 1912-13. This ratio, of 
course, reflects an increase in aver
age interest rate, because of heavy 
borrowings when money was dear, as 
well as the increase in debt. 

In 1930-31 interest payments con
stituted over 31 per cent of all Con
solidated Fund charges, whereas in 
1912-13 they were only lIt per cent 
of charges one-third as great. 

Provinces and Municipalities do 
not segregate all interest charges on 
their direct liabilities in one account, 
as does the Dominion, and therefore 
figures for these governments exact
ly corresponding to the above cannot 
be given. Their positions are, how
ever, similar; slightly more extreme 
in some respects in the case of the 
Provinces and less so with the 
:Municipalities. 

Interest liabilities for the Provinces 
in 1930-31 would have met all their 
ordinary expenditures as recently as 
1916-17. 

If proportionate spending con
tinues, in an easily calculable number 
of years even present total revenues 
would not be adequate for interest 
charges alone. 

For repayment of debt, still further 
real financial obligation exists. Bor
rowed money must be repaid and Te
payment should be within the period 
of effective service of the investment. 

On this principle, what is a Teason
able teTm within which existing debts 
should be liquidated. They cover 
objects ranging from funding current 

deficits, or grading roads, to the de
fence of national interests in war. 
Would a fair average of effective ser
vice be 20 years, 25 years, 30 years? 

If 30 years, then the interest 
charge of the Dominion for 1930-31 
of $121,289,844 should be increased 
by a little over one-third, or by some 
$43,000,000 of sinking fund, to repre
sent the real annual charge upon in
come for service of the debt. 

The extent to which the various 
governments are now meeting sinking 
fund requirements can be determined 
only after special enquiry, but it 
should be realized that proper debt 
charges against income are much 
heavier than the figures of interest 
alone. 

All these things necessarily follow 
from spending $124 to $152 for 
every $100 of income. 

That large expenditures by govern
ments have been for undertakings 
that are, or were expected to be, 
revenue producing, does not alter the 
financial position indicated above. It 
is total incomes, including any net 
revenues from government business 
enterprises, that have thus been over
expended. 

What the taxpayer, as such, as 
distinguished from the business cus
tomer of governments, has had to 
bear of all the charges of govern
ment is the best practical test of 
general spending policy. 

The position of the taxpayer will 
next be examined. 
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Combined taxes levied by Do
mmIOn, Provincial and Municipal 
Governments in Canada were $55,-
000,000 in 1895-6, $93,091,361 in 
1904-5, $238,036,485 in 1913-14, 
$580,851,718 in 1921-22 and $772,-
969,645 in 1929-30. 

Per capita, the levies are as shown 
in the diagram; $10.94 in 1895-6, 
$15.98 in 1904-5, $31.20 in 1913-14, 
$66.10 in 1921-22 and $77.08 in 
1929-30. 

Most tax bills are paid by heads of 
families. Adopting the census re
turns of 1921 of 4.62 persons as the 
average per family, then taxes per 
family of $144.14 in 1913-14 had 
grown almost 2t times to $356.10 per 
family in 1929-30, or almost $30 per 
month. 

As with government expenditures 
and debts, these increases have far 
outrun the indices of basic industrial 
and financial development. 
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Whether or not taxes are unduly 
heavy at any time, or are fairly dis
tributed, cannot howe\Ter, be left to 
comparative statistics to decide. 
Taxes are the point at which the 
practical side of government comes 
home to individual citizens, and the 
people have constitutionally gained 
and preserved the right to determine, 
.iudging for themselves, how great a 
burden by way of levies may be im
posed upon them. 

Taxes are compulsory levies by a 
government for purposes of its 
revenues. Not all government in
come is derived from taxes. Sales or 
leases of the public domain, fines 
for infraction of laws, regulatory 
licenses, etc., yield revenues. Then 
fees, or payments for special services, 
such as postage for mail services and 
charges for water, light, power or 
transportation when supplied by 
governments, are important con
tributing sources. 



No sharp boundary line can be 
drawn, either theoretically or prac
tically, between this class of charges 
and what are called taxes. All im
posts are for the purpose of enabling 
government services to be performed, 
but where a charge is for a specific 
service and is fixed in some relation 
to the estimated cost of that specific 
service it is not ordinarily called a 
tax. 

For all general services of govern
ments, including the making good of 
deficits, if any, on specific services, 
governments raise money wherever 
they think it can most conveniently 
or with least social disturbance be 
obtained. These imposts are classed 
as taxes. 

Between 75 and 80 per cent of all 
government revenues, as appearing in 
their accounts, are derived from 
taxes, and the percentage has not de
clined despite the great extension of 

. special service charges. As in some 
cases governments take into their 
accounts all details of cost and in
come of their special business under
takings and in others only the net 
balances, no exact percentages could 
be worked out until all accounts were 
recast to the same form. 

After users of government utilities 
had paid all that was charged for 
postage, water, light, power, h'ans
portation, money loans, etc., etc., the 
taxpayers in 1929-30 were required 
to pay $772,969,645, as against 
$238,036,485 in 1913-14. 

It may be said there is the war 
debt. But there are also the war 
taxes. Deduct the war taxes for 
1929-30, $134,086,005, and the bal
ance is still $638,883,640, or 270 per 
cent of the tax bill of 1913-14. 

Per family, exclusive of war taxes, 
$150 more was required in 1929-30 

than in 1913-14, or $294.29 as against 
$144.14. 

What general services, what de
ficits in special services, have caused 
the increase? 

Whether existing taxes are wise or 
tolerable, it is for the public to de
termine. The decision is a public 
responsibility. If in the negative, 
the question will be, What is to be 
done about it? 

Tax levy, or tax yield, even On a 
per capita basis, is not quite the 
same thing as tax burden. Ability 
to pay varies from time to time with 
changing business conditions. Since 
1929-30 tax yields have declined, al
though rates have been increased in 
many cases and the burden has been 
heavier than before. Some enquiry 
into the course of ability to pay may 
later be made. 

As for the years selected for dis
cussion in this chapter, which are not 
in all cases even periods apart, 
1913-14 was the peak year of tax 
yield before the war, the next peak 
being reached in 1921-22, and after a 
decline in the period of deflation, a 
new peak appeared in 1929-30. It 
seemed fair to compare these peak 
years. Of the earlier periods, 1895-6 
marked approximately a turning 
point in general business and 1904-5 
the beginning of a new spending 
policy in governments. 

The figures of taxes for 1895-6 are 
in good part an estimate, but the 
figures for subsequent years have 
been specially compiled for this study 
by the Citizens' Research Institute. 

Classes of taxes and their relative 
yields will next be examined. 



KINDS OF TAXES LEVIED 

TOTAL TAXES 
BY CLASSES 
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The above diagram shows, at the 
stated periods, the proportions of the 
principal classes of taxes in the total 
tax levies of all governments com
bined-the varying stratification of 
Canada's tax-mountain in the course 
of its upheaval. 

In 1904-5 the order was: 
% 

Customs Duties __ $41,437,569-44.51 
Real Prop. Taxes_ 35,648,431-38.30 
Excise Duties ___ 12,586,475-13.52 
All Others ______ 3,418,886- 3.67 

TOTAL _______ $93,091,361 

In 1913-14 the order was the same: 

% 
Customs Duties_$104,691,238-43.98 
Real Prop. Taxes 99,277,904-41.71 
Excise Duties __ 21,452,037- 9.01 
All Others _____ 12,615,306- 5.30 

TOTAL ______ $238,036,485 

In 1921-22 the order had changed 
and other taxes had become im
portant: 

.... 

% 
Real Prop. Taxes_$212,172,109-36.53 
Customs Duties _ 1(15,686,645-18.19 
Income & Pers'l 

Prop. Taxes ___ 85,844,141-14.78 
Sales Tax, Taxes 

on Cheques, etc. 73,656,487-12.68 
Excise Duties __ 36,755,207- 6.33 
Bus. Profits Tax 22,815,667- 3.93 
Succession _____ 11,389,966- 1.96 
Corporation ____ 11,237,526- 1.93 
Liquor Profits _ _ 6,831,027- 1.17 
All Others _____ 14,462,943- 2.50 

TOTAL ______ $580,851,718 
In 1930-31 there were again some 

changes: % 
Real Prop. Taxes_$280,744,331-40.16 
Customs Duties _ 131,208,955-18.77 
Income & Pers'l 

Prop. Taxes ___ 81,864,764-11.71 
Excise Duties __ 57,746,808- 8.26 
Auto & Gas_____ 42,644,771- 6.10 
Sales & Cheques, 
Etc. ----______ 34,734,661- 4.97 

Liquor Profits __ 30,061,083- 4.30 
Succession ______ 18,793,458- 2.69 
Corporation ____ 15,427,077- 2.20 
All Others______ 5,818,431- .84 

TOTAL --- ___ $699,044,339 



The outstanding feature is the 
Real Property Tax. No matter what 
other deposits, sedimentary or vol
canic, have occurred, the mass of the 
Real Property Tax has continued its 
accretion in full proportion to all the 
rest together. 

Customs and Excise Duties have 
been the steadiest of the taxes but 
their proportionate contribution has 
been more than cut in half. 

Taxes showing the most rapid rate 
of increase in the last 9 years have 
been direct taxes on special classes of 
the public, the automobile users and 
liquor consumers. Yields of these 
taxes were multiplied 4} times in the 
period. More money was raised from 
automobile users in 1930-31 than 
from all Customs Duties in 1904-5. 

In general, it is notable that Can
adian taxation, from being predom
inantly indirect has become predom
inantly direct. In 1913-14 over one
half of the taxes were levied indirect
ly and in 1930-31 only one-third. Of 
the total increase in taxes between 
these periods of some $460,000,000, 
no less than $360,000,000 was in 
direct taxes. 

This is due not only to the great 
increase in taxation by Provinces and 
Municipalities, which are restricted 
by the constitution to direct taxation, 
but to the serious incursion of the 

Dominion into the field of direct 
taxation during the war. 

Questions innumerable are raised 
by all: these facts. 

Is the distribution of taxation fair 
among the different classes of tax
payers? If not, which taxes are 
most onerous? 

Taxation by the Provinces has in
creased by 1,059 per cent since 
1913-14, as against less than 200 per 
cent increase by Dominion and Muni
cipalities. What wider services have 
been thrust upon, or have been 
assumed by Provinces? 

What is the relative importance of 
the services expected of Provinces 
and Municipalities, on the one hand, 
and of the Dominion on the other? 

Can the former be discharged 
without distress out of the tax re
sources fixed by the constitution, 
which, moreover, the Dominion is 
free to draw upon? 

Is the distribution of necessary 
services fair as between govern
ments? If not, must services be re
distributed or must fields of taxation, 
or both? 

How total taxes have been divided 
among the governments and what in
creases have been made by each, will 
appear in the following table: 

TOTAL TAXES BY CLASS OF GOVERNMENT 
(From compilations of Citizens' Research Institute) 

Dominion Pro,·inces Municipalities Total 

1904-05 _________ $ 54,024,044 $ 3,248,169 $ 35,819,148 $ 93,091,361 
1913-14 --------- 127,478,067 10,485,538 100,072,880 238,036,485 
1921-22 --------- 319,926,012 54,092,495 206,833,211 580,851,718 
1929-30 --------- 378,551,626 126,147,195 268,270,824 772,969,645 
1930-31 --------- 296,276,395 121,577,855 281,190,089 699,044,339 



TAXES AND ABILITY TO PAY 
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Measured by ability to earn and 
pay, the price of government has 
again risen very sharply during the 
past three years - perhaps more 
sharply than in any previous period. 

Certain elements in the present 
position and in developments to date 
are here suggested for consideration. 
Government accounts are not, of 
course, available beyond 1930-31. 

Everyone knows that the number 
of dollars he has to pay today is 
really many more dollars than the 
same number three years ago. In
dividual differences are infinite, but 
for the ability to pay of a country as 
a whole some sort of yardstick may 
more easily be found. 

A country's ability to pay dollars 
must be in some direct relationship 
to the dollar value of the aggregate 
of all business activities that enter 
into the creation of values. The Do
minion Bureau of Statistics has com
piled as from 1919 an index of the 
Physical Volume of Business, which 
has just been recalculated on a still 

10 

more comprehensive basis. Then 
there is the index of general whole
sale price levels. By combining the 
two, the index of Ability to Pay used 
in the above diagram was worked 
out. 

Whether 01' not this stick measures 
exactly a yard and is suitable to 
measure all elements in the complex 
conditions, it is probably the best 
single standard obtainable. Unfor
tunately it can be used only in com
paring post-war years among them
selves. 

From 1925 to 1929, ability to pay, 
as thus measured, was increasing, up 
to 1928 about in pace with rising 
government costs and in 1929 faster. 
But a great change has since oc
curred. 

Tax yields in 1930-31, as will be 
seen, fell 9.6 per cent below those of 
1929-30, but ability to pay had falien 
21.0 per cent and therefore real taxes, 
instead of declining, had increased 
14.4 per cent in the year. 



Ordinary expenditures of govern
ments were actually larger in 1930-31 
by 5.4 per cent, whic~ made the real 
increase 33.4 per cent. 

Government debts increased still 
more, or 8.6 per cent, and their real 
potential weight was augmented by 
no less than 37.4 per cent. 

What will the current year show? 
For the first nine months of 1932 the 
index of ability to pay a fixed number 
of dollars stood at only 45.3 per cent 
of 1929. That is, general business 
activity had not quite 2/3 the volume 
of 1929, at average prices 30 per cent 
lower. 

Government debts and, it is to be 
feared, also ordinary expenditures 
have kept on increasing, but even if 
at the end of 1932-33 there has been 
no further increase than that shown 
in 1930-31, their potential burden 
will have more than doubled in the 
three years. 

Despite new taxes and many high
er rates, tax yields are not being 
maintained, but, even if the rate of 
reduction shown in 1930-31 has con
tinued, the taxes for 1932-33 will 
represent a greater sacrifice by 55 per 
cent than those of 1929-30. 

These are all very large percent
ages and their practical significance 
for individual budgets should be well 
pondered, for this is the real present 
position in terms of ability to pay as 
measured by thiS' one standard. 

Undoubtedly one of the most com
mon and most serious weaknesses, or 
defects, of governmental administra
tion is failure to adjust government 
costs to variations in other values. 
Most government services are per
haps not readily adaptable, but a 
more important reason is that, where
as private finance must accommodate 
itself to income, government finance 
has power by statute to compel in
come, even to the theoretical limit of 
general confiscation, and is apt to re
sort to its use, at least partially, 
before attempting the alternative and 
more complicated course. 

Because of the conditions of the 
times, new expenditures, it is true, 
are required of governments. But 
what expenditures have become rela
tively less essential in consequence? 
If a bit more is demanded by 
emergency, is it to be a bit more or a 
substitute? It is a question of rela
tive importance, or of proportion; but 
of all proportions, that between de
mand and ability must be preserved 
if greater emergency is to be averted. 

Whether even yet the speedily ac
cumUlating burdens of public finance 
are unduly heavy, it is for the people 
to judge, and say. But the situation 
must be faced from today's real posi
tion. Taxpayers now stand, not on 
the heights of 1929, but where the 
tip of the arrow touches, or there
about. 

INDEX OF ABILITY TO PAY 
(as used in this study) 

1925 

77.73 
1926 

83.35 
1927 

86.40 
1928 

94.25 
1929 

100.0 
1930 

79.04 
1931 

56.27 

9 months 
1932 

45.30 
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DIAGR.A1.1 NO. 11. 

It is substantially true to say that 
governments of sovereign states can 
do, and in the end must do, every
thing majorities approve and insist 
upon, and that they can in the end 
be stopped from doing whatever 
majorities disapprove. 

The possible field of government 
activities is as wide as human in
terests in an organized society. 
Within this field, or any part of it, 
governments may perform many dif
ferent kinds of functions and employ 
many different methods of operation. 
Certain functions, few in number, 
are capable of being performed only 
by governments, but they can also 
undertake anything individuals can 
do. 

If costs are to be lessened, it must 
be in one or more of the following 
ways: by narrowing the field of 
activities, if it is unnecessarily wide 
fo}' the conditions of the times; by 
reducing the number of functions 
performed over the whole field or in 
some section of it; by better organ-

ization and more efficient manage
ment of details. 

As now set up, government ac
counts do not present any such 
analysis by field, function and method 
as would form a basis for clear un
derstanding and sound decision. 

In a special compilation for this 
study, the Citizens' Research Insti
tute has assembled, under general 
headings, figures of expenditure of all 
governments combined. The head
ings were selected to suit the classi
fications now common to government 
accounts and the results are repre
sented in the diagram. 

These figures, thus classified, are of 
interest as suggesting the extent of 
the general field now covered by gov
ernment expenditures and as indicat
ing some, at least, of its logical sub
divisions. It is probably the first 
time aggregate figures have been 
grouped in Canada under anyone set 
of headings. 

That the informatioll conveyed by 
this compilation should be supple-



mented by further analysis is, how
ever, quite evident. This analysis 
could be applied to the details of the 
accounts of particular governments in 
a series of local studies. 

The figures represented in the 
diagram are those of ordinary ex
penditures in 1930-31 and the total is 
$959,544,708. 

A few comments may be offered: 

1. Debt Service, $226,603,554, 01' 

23,62 per cent. Interest and sinking 
fund payments are, of course, only 
elements in cost, not special fields of 
expenditure or functions of govern
ment. These payments should prop
erly be distributed among the other 
groups according to the purposes for 
which the money was borrowed, but 
this distribution was not practicable 
with the information available. This 
is the largest single item in the com
pilation, and would be materially 
larger if all governments segregated 
in one account theil' entire interest 
liabili ties. 

2, Education, $166,190,565, 01' 17.32 
per cent. Of all the services per
formed by governments in 1930-31 
the provisions for education involved 
the largest expenditure. 

3, Protection of Persons and Prop
erty, $140,682,134, or 14.66 per cent. 
Under this heading are grouped many 
different services, from the adminis
tration of justice to national defence 
and including fire protection. 

4. Communications, $140,080,176, 
or 14.60 per cent. This is a clearly 
defined section of the general field 
and includes railways, waterways, 
highways, airways, the post office, 
etc, All will agree as to its import
ance, but this is a case where the 
necessity for an examination of func
tions and methods clearly appears. 

There is the legislative function, as 
in the passing of the Railway Act, 
the Traffic Acts, etc., etc. A govern
ment might stop there, leaving en
fOl'cement to the courts. But our 
governments have added the function 
of administrative regulation, as in the 
Board of Railway Commissioners. 
Again there might be a stop, but 
there has been added direct service 
by governments through steam and 
electric railways and steamships they 
have constructed or have bought, 
and now operate either by depart
ments or indirectly through boards. 
Some utilities are operated in com
petition with private interests and 
some are made monopolies. Another 
function or method is the granting of 
rail, steamship and highway sub
sidies. 

Communications, as well as other 
important interests, must, of course, 
be served, but the question is by 
what functions or methods? 

The other classes of expenditure 
are: 

5. Legislation and General Over
head, $117,909,778, or 12.29 per cent. 

6. Public Welfare and Charity 
Grants, $64,526,466, or 6.72 per cent. 

7. Development and Conservation 
of National Resources, $18,832,626, 
or 1.96 per cent. 

8. Agriculture, $18,396,080, or 1.92 
per cent. 

9. Health and Sanitation, $16,380,-
322, or 1.71 per cent. 

10. Immigration and Colonization , 
$1:3,952,048, or 1.45 per cent. 

11, Recreation, including National 
Parks, $7,672,192, 01' .80 per cent. 

12. Undistributed, $28,318,767. 
How these services have grown 

will next be examined. 



HOW SPENDING HAS INCREASED SINCE 1904-5 

GROWTH or EXPENDITURES-BY CLASSES 

DUCATION PROTECTION COttiUNICATlONS LEGIS.-ovERH[A[ 
�50f-------l~------1I_----11_---__I150 

~ ~ 

~125 125~ 
~ ~ 

5100 1005 
o 75 - 7~ 0 

~ 50 50 ~ 

25t-- ,i I -. f- 25 Cl) 

~ 0 •• • 0 5 
:::::i ~~~ r"R:::crJ ~ruCULTUR[ ~TH&SAN. ~ ...J~O I-- -f--- -50~ 

~ ~ 
25 25 _--.1_ •• 

DIAGRAM NO. 12. 

How expenditures have increased 
from 1904-5 to 1930-31 in the eight 
government services on which most 
money is spent, is shown in the 
diagram. 

Education- Between 1913-14 and 
1930-31 expenditures increased from 
$44,258,732 to $166,190,565, an in
crease of 275.24 per cent. Population 
of school age (6 to 16 years) in
creased in the same period by some 
36 per cent, so that the rate of in
crease of cost was 7.6 times that of 
numbers of children. Comparison by 
numbers enrolled and in attendance 
cannot be satisfactorily made without 
special enquiry because available 
statistics are not on quite the same 
basis in the two periods. 

Per head of the general population, 
$5.80 was spent on education in 
1913-14 and a little over $16 in 
1930-31. Most of the present active 
generation below middle age were 
educated on the 1913-14 scale. Are 
proportionately better results being 

attained with the children now at 
school? What new facilities are pro
vided? Is relatively more done in 
the higher branches? What part is 
due to larger capital charges on build
ings and plant? 

Most debt charges on educational 
account are included in the above 
figures of expenditure. Debt charges 
in the iable helow are only, those not 
distributed io special services and be
long mainly to other services. Com
plete distribution might alter the 
order in which the various services 
appear as to cost, but the education 
figures are on the same basis in all 
periods and are comparable among 
themselves. 

Protection of Persons and Property 
- As National Defence is included 
under this heading, expenditures due 
to the war, such as pensions, soldiers' 
re-establishment, etc., account in con
siderable part for an increase from 
$32,332,374 in 1913-14 to $140,682,-
134 in 1930-31. Excluding all de-



fence costs, however, and leaving 
only law enforcement, fire protection 
and certain administrative services, 
the figures for 1913-14 were $18,-
862,925 and for 1930-31 $65,909,540, 
an increase of 249.41 per cent, or 
nearly 7 times the rate of increase of 
population. 

As against this increase in cost of 
249 per cent, convictions for all crim
inal and minor offences increased 
about 100 per cent, from 173,138 in 
1913 to 345,641 in 19~0; and fire 
losses increased 117 per cent, from 
$14,003,759 in 1913 to $30,427,968 in 
1930. Was the extra cost effective 
in protection or proportionate to in
creased work? 

C 0 m m u n i cat ion s - If all 
debt charges were distributed ac
cording to services, figures under this 
heading would be much larger. The 
increase shown in the diagram be
tween 1913-14 and 1930-31 was from 
$60,376,231 to $140,080,176, an in
crease of 132 per cent, or 3 2/3 times 
the rate of increase of population. 

Legislation and General Overhead 
A careful, detailed analysis of the 

accounts of all governments would 
have to be made before the items 
could be segregated which would COl'-

1930-31 

rectly represent overhead as this 
term is used in private business ac
counts. The general items in the 
present classification include expendi
tures on legislation, the executive 
staff, upkeep of public buildings, col
lection of revenue, etc. In such items 
the increase was from $64,092,835 in 
1913-14 to $117,909,778 in 1930-31, 
or 84 per cent, which was 21/ 3 times 
the population rate. 

Public Welfare and Charity Grants 
-Increases have been at a higher 
percentage rate than in any other 
class. From $9,549,454 in 1913-14 to 
$64,526,466 in 1930-31 is an increase 
of 575 per cent, or 16 times the popu
lation rate. Special unemploymeni 
relief in 1930-31 constituted only a 
moderate fraction of the total. 

Administration of Natural Re
sources - Expenditure more than 
doubled since 1913-14. 

Agriculture-The rate of increase 
was 2.9 times that of acreage in field 
crops. 

Health and Sanitation- Increasen 
at 6 times the population rate. 

Totals for all periods in each of the 
classifications dealt with in this ann 
the last preceding chapter are, in 
dollars: 

1921-22 1913 -14 1904-05 

1. Debt Service _____ $226,603,554 $213,105,270 $ 46,180,823 $ 26,131,320 
2. Education _________ 166,190,565 96,245,235 44,258,732 16,030,241 
3. Protection of Persons 

& Property _________ _ 
4. Communications ___ _ 
G. Legislation&Overhead 
6. Pub.Welfare&Charity 
7. Natural Resources __ _ 
8. Agriculture _______ _ 
9. Health & Saniiation_ 

10. Im'grat'n & Col'zation 
11. Recreation ________ _ 
12. Undistributed ______ _ 

140,682,134 
140,080,176 
117,909,778 

64,526,466 
18,832,626 
18,396,080 
16,380,322 
13,952,048 
7,672,192 

28,318,767 

114,996,522 
95,284,280 
84,261,466 
27,258,282 

9,610,845 
12,079,428 
12,261,989 
4,358,341 
4,864,943 

44,417,486 

32,332,374 
60,376,231 
64,092,835 

9,549,454 
7,518,023 
5,793,889 
5,045,528 
2,138,658 
1,979,000 

17,863,583 

10,617,964 
27,670,527 
25,165,505 

3,804,916 
2,035,23] 
1,451,485 
2,132,677 
1,040,540 

680,000 
4,520,000 

GRAND TOTAL __ $959,544,708 $718,744,087 $297,129,130 $121,280,406 
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