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The Board of Trade Building,

Montreal, June 1llth, 1931.
Gener&l Sir Arthur W.Currie, G.C.M-G-, K-C-B., LL.D.,

Principal of McGill University,
MONTREAL & Que.

Dear Sir Arthur Currie:

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-America and parts of

the British West Indies. A copy of our officisl report is being sent you under
separate cover.

May I call your particular attention to recommendation
No. &, on page 5 of the printed reporte It was the unanimous opinion of the Cansdian
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 2 good deal
has been done more latterly in this regard but we still feel that, if Canada is to
take full 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 elucational 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.

Yours very trg%y,

iy
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V




Colonel J. H,
President,

The Canadian
The Board of
77;0111‘31‘831 o -:."a

Dear Colonel Voods,

] ne ag¢knowledge your
June 1llth, in which you set forth the opini
the Canadian members the Mission of
Goodwill to Latin-America and parts of
@est Indies, that there should be greater emphasis
on the study of Spanish in the curricula of Cana-
dian universities,

-
§

I am most sympathetic wisth the
idea, but with us just now, in common with many
other institutions, it is the financial question
that gives us most concern, and the situation is
that we are quite unable to add another Department
to our already over-burdened budget. I shall be
glad to brin: the matter to the attention of the
Board of Governors, in the hope that when conditions
improve we may be sble to add Spanish to our curricu=-
lum,

Ever yours faithfully,
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McGILL UNIVERSITY
MONTREAL

FACULTY OF ARTS & SCIENCE
DEPARTMENT OF ECONOMICS AND
POLITICAL SCIENCE
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% NATIONAL COMMITTEE ON GOST OF GOVERNMENTS

UNDER THE AUSPICES OF THE CANADIAN CHAMBER CF CCMNEBCI

PRINCE EDWARD ISLAND

S. A. McDonald Charlottetown.

NOVA SCOTIA

A. H. Wkitman, Managing Director, Robin, Jones &

Whitman, Limited
JC H'

E. F. Bethel, Manager, Acadia Trust Company

YEW BEUNSWICK

T. H. Estabrooks, President, T« H. Estabrooks
Co. Ltd.

George €. McDonald, Senior Partner, Clarkson,
McDonald, Currie & Company
R. P. Jellett, General Manager, The Royal
Trust Company
4. 0, Dawson, President, Canadian Cottons,
Limited
Cs E. Gravel, Real Estate and Investments,
84 Notre Dame St. West
R. Porteous, Director, Greenshields,
: kimited
Dr. H. Barton, Dean of Agriculture,
Macdonald College

J. V.

Hon. Gordon W. Scott, PS?S. Ross & Sons

Sir Artbhur Currie, Principal and Vice-
Chancellor, McGill University
J. A. LaRue, Messrs. LaRue & Trudel

8. B. OGundy, President, Cxford University Press

C. 8. Macdonald, President, Confederation Life
Association
J. M. Macdonnell, General Manager, National
Trust Company, Limited
George H. Simmith, General Manager, Canada
Permanent Mortgage Corporation
McLeod, President, Canadian Bankers!
Association
Baton, President, T. Eaton Company,
Limited
Mitchell, General Manager, Canade Life
Assurance Company
Woods, General Manager, Gordon Mackay &
Co. Ltd.
Ames, President, A. E. Ames & Co.
Limited
Murdoch, K.C., President, Noranda Mines,
Limited
Campbell, President, Ford lotor Conpany
of Canada
Bowman, Chairman of the Board, the Mutual
Life Assurance Company of Canada
Somerset, Chairman, Ontario Marketing
Commigsion
Major Gordon Ingrem, President, Smallman &
Ingram, Ltd.
Colonel W. L, McGregor, President, Camadian
Chamber of Commerce

J. A.
R. Y.
A. N.
Ww. B.
A. E.
J. T,
w. R
C, M.

W' Bl
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Halifax.

Winfield, Managing Director, Moirs, LimitedHalifax.

Traro.

gaint John.

Montreal.
Montreal.
Montreal.
Montreal.
Montreal.
Ste.Anne de

Bellevue.
Montreal.

Montreal.
Quebec.

Toronto

Toronto.
Toronto.
Toronto.
Toronto.
Toronto.
Toronto.,
Toronto.
Toronto.
Toronto.
East Windsor}

Waterloo.

Burlington.

London.

Windsor,
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MANITOBA

W. Sanford Evans, President, Sanford Evans Statistical
Service Winnipeg.
George W. Allan, K.C., Chairman of the Canadian
Committee, The Hudsonts Bay Company : Winnipeg,
C. E. Hayles, President, Winnipeg Grain Exchange Winnipeg.

SASKATCHEWAN

R; A, Wright, President, Western Canada Live Stock Union Drinkwater.

ALBERTA

Dr. Robert C. Wallace, D.Sc., President, University of
Alberta Edmonton.
Col. J. H. Woods, Managing Director, the Calgary
Herald, Limited - . Calgary.

BRITISE COLUMBIA

H. R. MacMillan, President, H. R. MacMillan Export
Company, Limited . VYancouver,
Christopher Spencer, President, David Spencer, Limited,
Departmental Stores - - Yancouver,
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Governmer spe
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Intelligent uau,kujrai¢on can
'ﬁg and the indifference
rought home to the public intarpretad

The Canadian Chamber, yielding to the pressure
responsible quarters and in its desire to assist our various Governments,
setting up a Committee o: nat%0ﬂa11y~known business men with a view to giving

bhought on this question of economy in public Finance.
ring of the requisite information for study by
'Y'

the Committee will Dbe
n by a qualified secre

is
he

As President of The Canadian Chamber of (Commerce,
inviting you to act on this Committee, knowing bt 3 counsel and leade
will go far towards making this undertaking of nent help and benefit ta
the Dominion.

Anticipating your co-operation, believe me

Yours sincerely,

vd

/) /) ;

y/
0 L7277 // V4

¢ > a2 4 /)
cﬁégé{/’(,(3’€£<xgyixﬁ;

President /

tariat, funds for which have already been secured.



July 30th, 193

We L. MoGregor, ESqQe,
President, The Canadian Chamber of Commerce,
The Board of Trade Building,
ontreal.

Dear Mr. MoGregor:=

I have your letter of July 27th
and fully sympathdse with its purpose. If you,
as President of the Cenadian Chamber of Commerce,
feel that I can be of any assistance to you in
influencing Canadiesn opinion to urge upon
respective govermments, Dominion, Provincial anmi
dunicipal, the need for strict, but fair, economy,
I shall be only too happy to serve on the committee
Jou are foming.

Wishing you all success in this worthy work,

I am,

Yours faithfully,

Principal.
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M. W. Wilson - - - = = Montreal
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John Burns - - - - Calgary
P. B. Fowler - - - - - Victoria
H. T. Malcolmson - Hamilton
John McEachern Winnipeg
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H. P. Robinson - Saint John
C. R. Rogers - Summerside
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Sir Arthur We QUTTie, I Velielrs,

Pri 1mal nA Ui ~ Mha 1Y
Principal ana v ice-ghancellior,
TP L MTrniveraityv

MC \J-Ll yn.A.V':r¢}.\oJ »

Montreal.

Near 51 Anthnrry M 4
Dear Sir Artaur urriel-

Economy in Public Finance

the launching of the work in con ion with Tconomy in Public Finance.

The first release prepared by Mr. W. 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. Qther con-
structive papers were there read by Drs H. L, Brittain of Toronto and by the
Hon. Gordon Scott of lMontreal dealing respectively with Municipal Taxation
and Provincial Tax Burdens.

*sses were very favourably received and this
impression has been ¢ rmed by interviews which Mr. Evans had this last
week with a mumber of business leaders toth 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.

No doubt you hav#n recent references in the press to

Mr. Tvans has returned to Winnipeg and is now preparing
suggestive and arresting statements which will be transmitted to the members
of the Committee and released to the public. The aim is to get as much
educational publicity as is practical before the end of the year. NI
Evens, consequently, is devoting all of his time to this work. Towarc the
first of 1933 legislatures will be meeting and it is to be hoped by thét
time legislators and municipal councillors will realize that business 1is
keenly alive to the necegsity of practising Government €cOnOmy.

To assist Mr. Tvans, working Provincial Committees are tg b§
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 whd.pan ably present the story of mounting
Government costs.,

1t 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 truly,

W. L. McGregor,
Chairman of the National
Comnittee on Public Finance.
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It is substantielly true t do not present any such enalysis by
that governmeqts of sovereigr field, function and method as would
the end must do, form a2 basis for clear understanding
epprove and ir end gound decision.
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The possible field of government al headings, fﬂgu‘ of expenditure
activities is as wide as human inter-
gouu in an organized society. Within headings were selected to suit the
this fleld, or any pB.I"t- of 1.:, govern- elassifications now common to govern-
may perform many different kinds mert accounts and the results are
nctions and employ many different
ﬁOdS of opergtion. Certain fun
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ing performed onlv by governments, are of inte“est as sugges tlng e
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P o also undertake anything extent of the general field now cover-

can doe ed by government expenditures and as
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be in one or more of the ollow— first time aggregate figures have been
. ways: by narrowing the field of grouped in Carada under any one sei
activities, if it is unnecessarily of headings.
wide for the conditions of the times;
by reducing the number of functions That the information conveyed
periormed over the whole field or in by this compilation should be sup-
some section of it; by better orgeniza- l ement by further analysis is, how-
tion and more efficient management of 7 iite evidents This analysis
details, id b applied t0 the details of
accounts of particular governments
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As against this increase in
cost of 249 per cent, convictions
for all criminal and minor offer-
ces incressed about 100 per cent,
from 173,138 in 1913 to 345,641
in 1930; and fire losses increes-
ed 117 per cent, from $14,003,759
in 1913 to $30,427,968 in 1930,
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Communicationse If all in 191314 to $64,526,466
debt charges wers distributed 1930-31 is an.incresse of 575 per
according to servides, figures : %, o 16 ﬂimes the population
under this heading would be much ate Sp“ﬁial unemployment re-
larger., The ineriee se sirown in 16 ] /30~3¢'ﬂon»u1tdbpu only
the diagram betweeu 19¢3-14 and’. deraﬁe frﬁcu*ou of the total.
193031 was from $60,376,231 to.. . - e
$140,080,176, an incérease of 132 : diiristration of Natura
per cent, or 3 2/3 times the rate ysources. Expenditure more
of increase of population. uble ince 191314,

&
o8
than

and General AP”“C”W*ure. The rate of
Overhead, eful, detailed incresse was 2,9 times that of
analysis of the accounts of all acreage in field CTOPS'
governme nts would have to be
made before the items could be Health
segregated which would correct- creased at
ly represent overhead as this rate,
term is used in private business
accounts« The general items otels for all periods in
in the present c_asalzlcatlon each of the clas lflv&leﬁu dealt
include expenditures on legise with in this and the last preced-
lat ion, the executive staff, ing chepter are, in dol¢ers:

1930581 1921 =22 9L3-14
Debt Service $226,603,554 §213,105,270 ¢4u, 80,823
Education 166,190,565 96,245,235 44,258,732
Protection of
Persons & Propas 140,682,134 134
Communications 140,080,176 5
Legislation &

Overhead. .. 117,909,778
Pub, Welfare &

Charityeees 64,526,466
Netural Res's. 18,832,626
Agriculture... 18,396,080
Health & San'tn 16,380,322
Tmm «& Coltztn 13,?53 048
Recreation 7,V72,l92
Undistributed 28,318,767

GRAND TOTAL s s 959, 544,708 - 718,744,087
Released for the National Committee on Economy in Public Finance
by the Canadian Chamber of Commerce
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MeMBERS oF THE COMMITTEER

PRINCE EDWARD ISLAND
S. A. McDonald, President, S. A. McDonald & Co., Charlottetown

NOVA SCOTIA

H. F. Bethel, Manager, Acadia Trust Company, Truro
A. H. Whitman, Managing Director, Robin, Jones & Whitman, Ltd. Halifax
J. H. Winfield, Managing Director, Moir’s Limited, Halifax

NEW BRUNSWICK

T. H. Estabrooks, President, T. H. Estabrooks C_o. Ltd., Saint John
L. W. Simms, President, T. S. Simms & Co. Limited, Saint John

QUEBEC

Dr. H. Barton, Dean of Agriculture, Macdonald College, Ste. Anne de Bellevue

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

A. O. Dawson, President, Canadian Cottons, Limitéd, Montreal

C. E. Gravel, Real Estate and Investments, Montreal

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

J. A. LaRue, Senior Partner, Messrs. LaRue & Trudel, Quebec

George C. McDonald, Senior Partner, Clarkson, McDonald, Currie and Company, Montreal
Ross H. McMaster, President, The Steel Co. of Canada, Ltd., Montreal

J. V. R. Porteous, Director, Greenshields, Limited, Montreal

A. B. Purvis, President and Managing Director, Canadian Industries, Limited, Montreal
Hon. Gordon W. Scott, Messrs. P. S. Ross and Sons, Montreal

ONTARIO

A. E. Ames, President, A. E. Ames & Co. Limited, Toronto

C. M. Bowman, Chairman of the Board, The Mutual Life Assurance Co. of Canada, Waterloo
Thos. Bradshaw, Pres., North America Life Assurance Company, Toronto

W. R. Campbell, President, Ford Motor Company of Canada, Ltd., East Windsor

Col. J. A. Cooper, President, Motion Picture Distributors and Exhibitors of Canada, Inc., Toronto
Elmer Davis, Vice-President, A. Davis and Son, Ltd., Kingston

S. B. Gundy, President, Doubleday, Doran & Gundy, Ltd., Toronto

F. Barry Hayes, President, Toronto Carpet Manufacturing Co. Ltd., Toronto

Major Gordon Ingram, President, Smallman & 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

J. Y. Murdoch, K.C., President, Noranda Mines, Limited, Toronto

George H. Smith, General Manager, Canada Permanent Mortgage Corporation, Toronto

W. B. Somerset, Chairman, Ontario Marketing Commission, Toronto

W. B. Woods, Vice-President, Gordon Mackay & Co. Ltd., Toronto

MANITOBA
(390{@ W. Allan, K.Cs Chairman of the Canadian Committee, The Hudson's Bay Company, Winnipeg
W. Sanford Evans, President, The W. Sanford Evans Statistical Service, Winnipeg

C. E. Hayles, President, Winnipeg Grain Exchange, Winnipzz
James Richardson, President, James Richardson & Sons Ltd., Winnipez

SASKATCHEWAN

George C. Rooke, George C. Rooke and Company, Rezina
R. A. Wright, President, The Western Canada Live Stock Union, Drinkwater

ALBERTA

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




ENDITURES VS INCOME

EST CHARGE

Income to Expe

'

!Proportion

tAdded to

'Debt Cenadien Governments on the aver-
SISQLEQTAL EXPENDITTURES age during the past 18 years have been

* expending $134 for every $100 of in-
$100] INCOME | cane, ‘he difference has yearly been

' added to d

m}

This average represents also
approximately the relative expendi-
tures of the Dominion, Provineciel
Governments have spent $152 for every
$100 of income, Muniéipal Govern-
Dominion Consolidated Fund ments, with their more restricted
Expenditures eredit, have not increased debt in
4nd Proportion Consisting the same proportion, having spent
of Interest Payments only $124 for every $100 of income.

These caloulations are based

comparison of total income
with inerease in gross direct lib
liabilities.

Money borrowed by Governments
creates a direct charge on income
for interest and, moreover, must be
repaide Almost all direct liabilities
of Govermuents are for money borrowed
for definite terms at stated reates of
interests If provision for repayment
out of income is not made, other money
must be borrowed to refund. Interest
continues a fixed annual charge,

Expenditures
2
4
o

lars-

o
&
s

)

lions of Do

How interest payments on debt
by the Dominion heve grown between
1912-13 and 1930-31 is shown in the
accompanying diegrams

i
(W]
O

-
.

Mi

Interest paid in 1930-31 -
$121,289,844 ~ was actually a
olably greater than total Consolidated
Fund expenditures for all purposes in
191213 = $112,059,537,

Total revenues of the Daminion
from all sources were never large
enough prior to 191112 to have paid

the interest bill of L930m31 e

October 13,




In 1930~3l interest payronts

the Dominion were over 9: time

reat as in 1912~13.

course, refleets an increa
verage interest rate, becaus
heavy borrowings when money 1
dear, as well as the increase
debte

In 1930~=31 LﬂuP”CSt raf”ﬂnus

Fund charges,
in ;9¢2~*3 they were only
per cent of charges one-third
as greats

Provinces and Municipalities
do not segregate all interest char—
ges on their direct liabilities in
one account, as does the Dominion,
and therefore figures for these
governments exactly corresponding
to the above cannot be given,
Thelr positions are, however, Sime
ilary slightly more extreme in
some respects in the case of the

Provinu and less so with the

Interest liabllities for the
Provinces in 1930«31l would have med
all their ordinary expenditures as
recently as l9¢6—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 investmente

On this principle, what is a
reasonable term within which existe
ing debts should be liquidatede

30 years, then the interest
of t 16 Dominion for 1930~31
289,844 should be increased
:;uLLe over one~third
some $43,000,000 of sinking fund,to

represent the real amnual charge
upon income for service of the debtTe.

The extent to which the wvarious
rovermments are now meeting sinking
lrements can be determined

TG&lLaed that

iese things necessarily
follow from "uendLn; $124 to

$152 for every $100 of income.

That large expenditures by
governments have been for underw
takings that are, or were ex-
pected To be, revenue producing,
does not alter the financial posS-
ition indicated abovee It is tot-
al incomes, including any net reve
enves from government business
enterpriseo, that have thus been
overwoxpendeds

What the btexpayer, &s such,

as distinguished fram the busi-

ess customer of governments, has
had to bear of all the charges of

Loveln_ent is the best practical

test of general spending policye

The position of the taxpayer
will next be examined.
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TAXATION IN CANADA

TAXES -prcaPITA

AGGREGATE
D OMINION -PROVINCIAL
ano MUNICIPAL.

DoLLARS PER CAPITA
o [ 28] .
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DoLLARS

-
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o d |

YEAR 1835-6 1904-5 1913-14 1921-22 192930
$rercar 1094 1598 3120 B6.10 77.08

Combined taxes levied by Whether or not taxes are un-

Dominion, Provincial and Muni-
cipal Governments in Canada were
$55,000,000 in 1895-6,$93,09

in 19045, $238,036,485 in 1
14, $580,851,718 in 192122 an
$772,969,645 in 1929-30.

.
e
=

o1

3=
d

Per cepita, the levies are
as shown in the diagram;$10.94
in 1895-6, $15.98 in 19045,
$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 returns of 1921 of
4,62 persons as the average per
family, then taxes per family
of $144,14 in 1913.14 hed grown
almost 2% times to $356.10 per
family in 1929-30, or almost
$30 per month,

As with govermment expendi-
tures and debts, these increases
have far outrun the indices of
basic industrial and financial
development .

Issue No. 3

361

duly heavy at any time, or are
fairly distributed, cannot how-.
ever, be left to comparative
statistics to decide. Taxes

are the point at which the prac-
tical side of goverrment comes
home to individual citizens, and
the people have constitutionally
gaeined and preserved the right
to determine, judging for them~
selves, how great a burden by
way of levies may be imposed upon
t hem,

Taxes are compulsory levies
by a government for purposes of
its revenues., Not all govern-
ment income is derived from taxes.
Saeles or leases of the public
domein, fines for infraction of
laws, regulatory licenses, etc.,
yield revenuess 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, ere import-
ant contributing sources,

Oct. 19, 1932




N6 sharp boundary line cén
be drawn, either theoretically
or practicelly, betwsen this
class of charges and what are
called taxess All imposts are
for the purpose of enabling
governmens - 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 taex,

For ell general services of
governments, including the mak-
ing good of deficits, if any,
on specific services, governe
ments raise money whersver they
think it can most conveniently
or with least social disturbance
be obteineds These imposts are
classed as taxes,

Between 75 and 80 per cent
of all goverment revenues, as
appearing in their accounts, are
derived from taxes, and the per-
centage haes not declined despite
the great extension of special
service charges. As in some
cases govermments teke into their
accounts all details of cost and
income of thelr special business
undertakings end in others only
the net balances, no exact per-
centages could be worked out
until all accounts were recast
to the same form,.

After users of Govermment
utilities had paid all that was
charged for postage, water,
light, power, transporietion,
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 taxes. Deduct the war
taxes for 1929-30, $134,086,005,
end the belance is still
$638,883,640, or 270 per cent
of the tax bill of 191314,

Per family, exclusive of war
taxes, $150 more was required in
192930 than in 191314, or
$294 .29 as against $144.14 »

What general services, what
deficits in speciel 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 1s to be done about
it?

* % % % % % % %

Tax levy, or tax yield, even
on & per caplte basis; is not quite
the same thing as tax burden, Ab-
ility to pay varies from time to
time with changing business condi-
tions. OSince 1929-30 tax yields
have declined, elthough rates have
been increased in many ceses and
the burden has been heavier than
before. ©Some enquiry into the
course of ability to pay may laeter
be made.

As for the years selected
for discussion in this chapter,
which are not in all cases even
periods epert, 1913-14 was the
peak year of tex yield before the
war, the next peak being reached
in 192122, and after a decline
in the period of deflation, a new
péak appeared in 1929-30., It seem-
ed fair to compare thess peak yearse
0f the earlier periods, 18956
marked approximately & turning point
in gensrel business and 1904.5 the
beginning of a new spending policy
in governmentiss

The figures of taxes for 18956
are in good part an estimate, but
the figures for subsequent years
have been specially compiled for
this study by the Cltizens Research
Instit utes

Clesses of taxes and their

relative yields will nexit be examinedws
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Sir Artbur W. Currie, G.C.M.G.,
Principal,

McGill University,

Montreal,

Pear Sir Arthur Currie:-

The Chairman has instructed me
to call a meeting of the National Committee on Economy in
Pablic Finance on November 2lst at 10 a.m. in the Council
Room of the Board of Trade, Royal Bank Building, Toroato.

With the research work well in
hand by that time, with the Provincial Committees functioning
and with the publicity campaign in progress, it is felt that
the members of the National Committee will wish to give leader-
ship and counsel in connection with the Dominion-wide under—
taking.

The Chairman would apprsciate
any suggestive items for the Agenda, which will be forwarded
you in due course.

Yours very traly,

éé’au a‘wz.,_

Secretary.
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THE CANADIAN CHAMBER OF COMMERCE
BOARD OF TRADE BUILDING
MONTREAIL

October 3lst, 1932.

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

Dear Sir:—

1 am end osing herewith Release No. 4 prepared
by Mr. W. Sanford Evans on the "Kinds of Taxes Levied in Canada.

May 1 again call your attention to the meeting
of the Committee on Economy in Public ¥inance which will take place
in Toronto on November 2lst at 10. am. in the Council Room of the
Toronto Board of Trade, Royal Bank Building, Toronto.

Yours very truly,
g a4 _ / ¢
’a() o & i_‘/éa/\"% v
Secretary.

CsW
Encl. 1.
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or JOLuaulC,
mass of
continued its

gether ribution of taxa-

> the different
Customs end Excise Duties taxpayers? If not,
have been the steadiest of the which es are most onerous?
taxes but their proportionate con-
tribution has been more than cut Taxation by the Provinces has
in half, increased by 1,059 per cent since
1913-14, as against less than 200
Taxes showing the most rapid per cent increase by Dominion and
rate of incresse in the last 9 lunicipelities What wider ser-
years heve been direct taxes on . vices have been thrust upon, or
special classes of the public, have been assumed by Provinces?
the sutomobile users and liquor
consumerse Yields of these taxes Whet is the relative import-
were muLt iplied 4» t;mes in the ance of the services expected
periods More money wss reised of Provinces and Municipalities,
from automobile users in 193031 on the one hand, and of the Dom-
then from &ll Customs Duties in inion on the other?
1904 -5,
Can the former be discharged
In generel, it is notable withovi distress out of the tax
that Cenadian tazaulon, from being esources fixed by the constitu-
predominantly indimct has become u+OH, which, moreover, the Dominion
predominantly direct. In 1913.14 is free to draw upon?
over one-half of the taxes were
levied indirectly and in 1930-31 Is the distribution of necess-
only one~third, Of the total in- v i fair as between gov-
creese in taxes between these X ments? If not, must services
periods of some ¢4ou OD ,OOO no be redistributed or must fields of
less then $360,000,00 Y taxation, or both?
direct texess
How totel taxes have heen
This is due not only to the divided emong the govermments and
great increase in taxation by what increases have been made by
Provinces and Municipalities, each, will aeppear in the following
which are restricted by the con- table:
stitution to direct taxation, but

TOTAL TAXES BY CLASS OF GOVERNMEN
(From compilations of Citizens' Research Institute)

Dominion Provinces Municipalities ; Total
1904 <05 $ 54,024,044 $3,248,169 $35,019,148 93,091,361
191314 127,478,067 _L0’4C),,3C 100,072,880 238,036,485
1921-22 3_,,926,012 54,092,495 206,833,211 580,851,718
1929430 378,551,626 126,147,195 268,270,824 772,969,645
1930-31 296,276,395 121,571,855 281,190,089 699,044,339
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November 28th, 1932.

Serial TLetter No. 6 to the members of the National Committee
on Fconomy in Public Finance

Dear Sir:—
At the Toronto meeting of the Committee held on November 2lst, some
'0 members were present, all the provinces being represented except Alberta. Those

in attendance were: W. L. McGregor, Chairman, and James Paton, Charlottetown,
representing S. A. McDonald; H. F. Bethel, Truro; L. W. Simms, Saint John, J. 4.
LaRue, Quebec; A. 0. Dawson, Dr. J. C. Hemmeon of Mc@Gill University, repregentlng
Sir Arthur Currie, George McDonald, J. V. R. Porteous, Montreal; EZlmer Davis,
Kingston; Major Gordon Ingram, London; S. B. Gundy, 4. I« Ames, Col. J. A. Cooper,
C. S« Macdonald, J. M. Macdonnell, A. N. Mitchell, W. B. Woods, Toronto; W. San—
ford Evans, Winnipeg; R. A. Wright, Drinkwater, gsask.,; F. E. Burke, Vapcouyer,
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 Boards 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 Zvans had been re-
leased and that through the courtésy of the Canadian and Financial press some 120
full newspaper and editorial columns of publicity had been received in all the
provinces;

(2) That active Provincial Committees had been set up in six of the provinces am

were in process of organization in Alberta, Wew Brunswick and Nova Scotiae

(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
hundred centres had already been urged to act similarly.
The ample discussion which took place brought out various recomusn-
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 municipal) of the helpful objects of the commit tee




S

and discuss with them through influential business leaders means of public economy;

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

() Contimuz the educational work through releases, addresses and publicity;

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

Before the conclusion of the meeting it was moved by Mr. J.M.Macdon-

and seconded by Mr. Elmer Davis and unanimously carried:

TEAT approaches be made to the various members of the public spending bodies
(i.es the Federal and Provincial Parliaments and the municipalities) with
the end in view of explaining the helpful objects of the national work being
undertaken and of discussing with them methods of economy, and ascertaining
their views thereon;

THAT at the same time and if possible in accordance with the views of ?he
various Governments, means be taken to arouse greater public interest in
definite and immediate economies;

THAT an endeavour be made to impress on Governments and municipal?ties

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 subsequent 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.

Yours very truly, |
//Z;L7XJ f? ClZ;AAQ%V

fecretary.
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Ordinary expenditures of govern-
ments were actually larger in 1930-31
': 5¢4 per cent, which made the real
increase 33.4 per cent,

It

r

Gc>v'=r;*ﬂen:L debts increased still
more, or 846 per cent, and their real
otentlal weight was augmented by no
ess than 37.4 per cent.

What wi he current year show?
For the first nine months of 1932 the
index of abili r & fixed number
of dellars nly 45.3 per cent
of 1920, S, general business
activity had not quite 2/3 the volume
of 1929, at average prices 30 per cent
lower

Government debis and, it is to be
feared, also ordinary expenditures
have yepu 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 higher
rates, tax yields are not being main-
tained, but, even if the rate of re-

dhvulon ahOJﬂ in 1930-31 has continued,

the taxes for 1932-33 will represent a
greater sacrifice by 55 per cent than
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 ability to pay as
measured by this one standard,

Undoubte
common and FOSu serious weaknesses,
or defects, of govermmental adnln—
istration is failure to adjust
government costs to variations in
other values, Most government
services are perhaps not readily
adanouu;e, but a more important
n is that, whereas private fin-

ance rast accommodate itself to in-
come, government finance has powe
by séatute to compel income, even
to oretical 1imit of gener-

iop,tand is apt to

use, at least part-

ettempting the alter-
native and m complicated courses

Because of the conditions of
the times, new expenditures, it
is true, are required of governmentse.
But what expenditures have become
reletively less essential in con-
sequence? If a bit more is demand-
ed by emergency, is it to be a bit
mors or a substitute? It is a ques-
tion of relative importance, or
of proportionj but of all propor-
tions, that between demand and
ability must be preserved if great-
er emergency is to be avertede

Whether even yet the speedily
accumuleting burdens of public
finence are unduly heavy, it is
for the people to judge, end saye.
But the situation must be faced
from today's reel position. Tax-
payers now stand, not on the
heights of 1929, but where the tip
of the arrow touches, or there-
about e

INDEX OF ABILITY TO PAY

(as used in this Study)

1925 1926 1927 1928

1927 1930 Y5y 8

TT+73 83.35 86440 9% .25

100.0 79 .04 56427
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November 17th, 1932,

Sir Arthur W. Currie, G.C. M. Gs ,
Principal,

McGill University,

Montreal.

Dear Sir Arthur Currie:-

In a letter received from your
secretary under date of October 27th an intimation was
given that you would not be able to meet with the National
Committee on Economy in Public Finance in Toronto on
November 2lst, owing to the TAGH ThHAL you hed to be in
New York on that day.

I was wondering if it would be
practical for you to arrange to have Ig:_iL;mm&uLjudaaxL______
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 Council Room of the
Board of Trade, Royal Bank Building, Toronto, at 10.30 a.m.

Yours very truly,

/7 7o
2 O W PN
T A (S e

o~ S

Secretary.
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Februvary 20th, 1933.

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

Dear Sir:-
Attacked you will please find the second release
on the Canadian Railway Situation which Mr. We Sanford Evans

has prepared for our National Committee.

Yours very truly,

£
.’, ]
e é{;ﬁ» 15

Secretary.




GOVERNMENTS AND PUBLIC UTILITIES

I. RAILWAYS.

Chap. 2—Basic Facts.

DISTRIBUTION or FREIGHT TRAFFIC o~ MILEAGE
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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
of 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 one of the basic
elements of the problem.

RATIO er OPERATING EXPENSES (===) v REVENUE (=)
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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.

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

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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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.

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 for the National Committee on Economy in Public Finance
: by the Canadian Chamber of Commerce




NATIONAL COMMITTEE ON ECONOMY IN PuBLIC FINANCE

UNDER THE AUSPICES OF
THE CANADIAN CHAMBER OF COMMERCE

BOARD OF TRADE BUILDING
MONTREAL

CHAIRMAN OF RESEARCH, CHAIRMAN, SECRETARY,
W. SANFORD EVANS, WINNIPEG, W. L. MCGREGOR. WINDSOR W. McL. CLARKE, MONTREAL

Februvary 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.

Yours very truly,

> 530 , .
a1V, A"

21 / £
4 |\/L[; L
sedretary.




GOVERNMENTS AND PUBLIC UTILITIES
I. RAILWAYS. Chap. I.—Aid Granted by Dominion

| CASH & GUARANTEES
| BY DOMINION

TO ALL CANADIAN RAILWAYS
BY PERIODS
n relation to mileage and population

GRAND TRUNY BEGUN I CAN. PACIFIC
CAN. NOR DEGUN

The financing of public utilities,
either by grants in aid of private
corporations, or by direct government
undertaking, with direet 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 Confederation
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
$209,685,835, 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 (exel. Land)

Government Aid

r

Mileage

Per Mile Per CmL

18,988 : $ 209,685,835 $11,043 BT
38,369 $ 754,517,591 $19,664 $ 93

39,665 $2,045,279,982 $51,563 $
42,308 $2,652,539,388 $62,695 3

22
25

Released for the National Committee on Economy in Public Finance
- by the Canadian Chamber of Commerce
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PRINCE EDWARD ISLAND

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

NOVA SCOTIA

H. F. Bethel, Manager, Acadia Trust Company, Truro
A. H. Whitman, Managing Director, Robin, Jones & Whitman, Ltd. Halifax
J. H. Winfield, Managing Director, Moir’s Limited, Halifax

NEW BRUNSWICK

T. H. Estabrooks, President, T. H. Estabrooks Co. Ltd., Saint John
L. W. Simms, President, T. S. Simms & Co. Limited, Saint John

QUEBEC

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

A. O. Dawson, President, Canadian Cottons, Limited, Montreal

C. E. Gravel, Real Estate and Investments, Montreal

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

J. A. LaRue, Senior Partner, Messrs. LaRue & Trudel, Quebec

George C. McDonald, Senior Partner, Clarkson, McDonald, Currie and Company, Montreal
Ross H. McMaster, President, The Steel Co. of Canada, Ltd., Montreal

J. V. R. Porteous, Director, Greenshields, Limited, Montreal

A. B. Purvis, President and Managing Director, Canadian Industries, Limited, Montreal
Hon. Gordon W. Scott, Messrs. P. S. Ross and Sons, Montreal

ONTARIO

A. E. Ames, President, A. E. Ames & Co. Limited, Toronto

Thos. Bradshaw, Pres., North America Life Assurance Company, Toronto

W. R. Campbell, President, Ford Motor Company of Canada, Ltd., East Windsor

Col. J. A. Cooper, President, Motion Picture Distributors and Exhibitors of Canada, Inc., Toronto
Elmer Davis, Vice-President, A. Davis and Son, Ltd., Kingston

S. B. Gundy, President, Doubleday, Doran & Gundy, Ltd., Toronto

F. Barry Hayes, President, Toronto Carpet Manufacturing Co. Ltd., Toronto

Major Gordon Ingram, President, Smallman & 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

J. Y. Murdoch, K.C., President, Noranda Mines, Limited, Toronto

George H. Smith, General Manager, Canada Permanent Mortgage Corporation, Toronto
W. B. Somerset, Chairman, Ontario Marketing Commission, Toronto

W. B. Woods, Vice-President, Gordon Mackay & Co. Ltd., Toronto

MANITOBA

George W. Allan, K.C., Chairman of the Canadian Committee, The Hudson’s Bay Company, Winnipeg

W. Sanford Evans, President, The W. Sanford Evans Statistical Service, Winnipeg

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

James Richardson, President, James Richardson & Sons Ltd., Winnipeg
SASKATCHEWAN

George C. Rooke, George C. Rooke and Company, Regina

R. A. Wright, President, The Western Canada Live Stock Union, Drinkwater
ALBERTA

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




NATIONAL COMMITTEE ON EcoNnOoMY IN PUBLIC FINANCE
UNDER THE AUSPICES OF

THE CANADIAN CHAMBER OF COMMERCE

BOARD OF TRADE BUILDING
MONTREAL
CHAIRMAN OF RESEARCH, CHAIRMAN,
W. SANFORD EVANS, WINNIPEG,

SECRETARY,
W. L. MCGREGOR. WINDSOR W. McL. CLARKE, MONTREAL

March 10th, 1933,

Serial Letter to the members of the National Committee on
Economy in Public Pinance

Dear Sir;-

Attached you will please find a communication
which was addressed to the Minister of Finance by the President

and Chairman of the Canadian Chamber last week, which we thought
you would like to note.

Yours very truly,

(Dvic. @ agotr

Secretary.




OFFICIAL COMMUNICATION TO THE MINISTER OF FINANGE

The Canadian Chamber 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 Boards 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 Municipal 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 Minister, 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 member 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 Gowern-
ments.

It is becoming generally felt that the Fedesral 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 14.4% when compared with our ability
to pay which had fallen 217%. ;

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. According to the British constitutional theory, the Government naturally
has to assume the responsibility for the details of expenditure. The public on the
other hand, can only concern itself with the effects znd 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 taxpayer but is vital in maintaining that credit standing of the country which
will have such an important influence on the future finencing 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 reductions in controllabls expenditure as will bring about a balanced
budget. A decrease of some $11,900,000 in aggregate sstimates or 3.37 under those
of last year —= and these figures do not make allowances for supplementary estimates=——
is quite inadequate, in the opinion of our Executive.

We earnestly, therefore, lay the foregoing views before you with the
assurance that the Government in adopting measures of sconomy for the balancing of

the present budget, will have the full support of the business community c=s repre-
sented in The Canadian Chamber of Commerce.

Chairman. President.

Merch 2nd, 1933.
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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
QUESTIONNAIRS ON THE BUDGET

CHAIRMAN OF RESEARCH, CTHATRAAN, SECRETARY,
W. SANFORD EVANS, WINNIPEG, W. L. McGREGOR. WINDSOR W. McL. CLARKE, MONTREAL

(It is recognized that the Government has had to impose additional
taxes to meet their estimated requirements)

Do you believe that there has been sufficient retrenchment in con-
trollable expenditure generally?

@ 0 0 8 8 PP SN . '..QII'.I"...‘...'.lI'....‘..l.....l
Do you regard the revised income tax rates as discriminatory?..

If so wherel «see | W RS
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In your opinion is the increase in the corporation tax a too Leavy
on sub-normal business despite the surcharge abolition and the ant
reduction in interest rates?

.-.o.~v-oo---~-..o-...----.a.--o----.-.---.oo---oq---t~o--~0-oa'ﬂ'

%

(a) In your opinion is the principle sound of taxing the dividends
to non-resident nolders of Canadian securities?

.O-oooo.-oync-u--u--no--c--.-o--o..---.s.----..-.u..--..-.--..----

(b) That in your opinion would be the resulting possible effect of this
present 5% tax?

R T Ty e e e e e e ey p TR R R RN R RS RN R AR A

Do you believe that tie field of excise taxes could have been widenec
without undue burden of business and in preference to theé sharper railses
in other forms of taxation?

..-...---..-.-.c-u..oo'o---.-.c.--..~..-.-a..-o---..-‘-..-u..tl‘o--'.'-’
Noes it strike you that sugar is a fair source for taxation? ececesscsce
mhat is your reaction toward the agricultural stabilization fund which
3 ' PRL 3 e

the Prime Minister .as stated in the House would cost some $o to $10

million this year?
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Please make any other comments you desire.




NATIONAL COMMITTEE ON EcoONOMY IN PuBLIC FINANCE
UNDER THE AUSPICES OF

THE CANADIAN CHAMBER OF COMMERCE

BOARD OF TRADE BUILDING
MONTREAL
CHAIRMAN OF RESEARCH,

CHAIRMAN, SECRETARY.
W. SANFORD EVANS, WINNIPEG, W. L. MCcGREGOR. WINDSOR

W. McL. CLARKE, MONTREAL

March, 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 (anadian Railway Situation,"Position of Taxpayers) which
Mre. W. Sanford Tvans has prepared for our National Committee.

Yours very tmly,

: /Mv £ clhih s

Secretary.




GOVERNMENTS AND PUBLIC UTILITIES
I. RAILWAYS. Chap. 3—Position of Taxpayers

RAILWAY AID DOMINION BALANCE SHEET

1931-32
IN LIABILITIES

DOMINION ACCOUNTS FUNDED DEBT $ 2.564. 251.017
OTHER DEBT 267, 492 545
TOTAL $ 2.831, 743,562

ASSETS
CASH AID 1o RAILW'YS $ | 186 069.963
OTHER INVESTMENTS 978 547.605
BALANCE CONSOL. < (DEFICIT) __ 667 . 125, 994
TOTAL 3 2.83% ! 743562

REVENUE & EXPENDITURE ACCOUNT 1932-33
9 MONTHS APR-DEC 1932

EXPENDITURE
CASH AID TO RAILWAY'S 3 S0. 357.7S0
RELIEF (NCLUDING LOANS) 44 605,509
INTEREST 113, 765.410
ALL OTHERS wess BoNC ReDemprions) 186, 248, 107
TOTAL 9 MONTHS $ 394. 976. 776

ORDINARY & SPECIAL REVENUE $ 250. 933. 921
LOANS (LESS REFUNDINGS) 1.30; 861. 551
TOTAL $ 381. 795.472

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 Na-
tional lines had averaged over
$113,000 per mile. With other obliga-
tions assumed, the total -capital
liabilities of the Canadian National,
including interest acerued 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

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 eovered, 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 mnational
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.

Released for the National Committee on Economy in Public Finance
by the Canadian Chamber of Commerce




THE CANADIAN CHAMBER OF COMMERCE
BOARD OF TRADE BUILDING
MONTREAL

April 11th, 1933,

Letter to Member Boards and Chambers JNo. 20

Dear lir. Secretary:

At our Executive meeting this week it was decided
to send you the attached recomnendation on economy in public finance which
we are asking you to endorse along the lines inficated hereunder. This
Resolution is already in the hands of the Finance Minister.

As a background for these recommendations, 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 Narch 2nd, and which
was in accord with the resolutions of several of our Conventions, including
that at Halifax last September, Joreover, as your Council and xembers know,
the National Qommittee of the Chamber on Public Tconomy 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 Iconomy Committee and to our
Vice-Presidents and Natignal Directors in each of the Provinces, has received
forty replies from Prince 2dward Island to Brit ish Columbia, indicating
definitely the opinion of these leaders of business that the Federal Budget
as brought down on March 2lst, does not show sufficient retrenchment in
expenditure generally.

Under the foregoing circumstances it was decided to
urge our member Boards and Chambers throughout the Dominion to support the
enclosed recommendation. Thougl: we feel that we have a mandate from our
members along the lines of the recommendation, in view of the decision taken
at malifax and at other of our Conventions, yet we realige that a consoli-
dation of public opinion at this time should go far to assist the government
in putting into effect further necessary economies.

1T 1S SUGGESTED THIREFORS THAT YOU EOLD A GENERAL
MEZTING OF YOUR MEMBERS AT ONCE FOR THE PURPOSE OF ENDORSING THE ATTACHED
RESOLUTION OR ONE SIMILAR, OR THAT YOUR APPROVAL BE SIGNIFIED IN ANY OTHER
EFFECTIVE AND IMMEDIATE MANNER.

1f this proposal meets with your acceptance, every
offort 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 feel confident they will, the
conclusions of the resolution.

IF APTZR TAXING SUCH ACTION, YOUR ORGANIZATION
SONCURS IN THE PRINCIPLES SET OUT IN THE RESOLUTION, WILL YOU PLZASZ EITHER
(1) TELEGRAPH YOUR ENDORSEMENT OF THE RESOLUTION TO THE FEDERAL MINISTER OF
FINANCE OR (2) INFORM KINM BY WIRE IN YOUR OWN BUT SIMILAR TERMS THAT FEDERAL
IXPINDITURES SHOULD BE FURTEER CUT. AT THZ SAME TIME IT 1S RECOMMENDED THAT
YOU COMMUNICATE IN THE SAME ST¥SZ WITH YOUR FEDERAL MEMBER OR MEMBERS AND
ALSO ADVISE US HERE. :

Our Txecutive is convinced that your Organization
will realize the effective part it can play in this matter of national concem.

Yours very teuly,

Mo not Clrdle-

gecretary.
C:W
Enclse 2o




THE CANADIAN CHAMBER OF COMMERCE
BOARD OF TRADE BUILDING
MONTREAL

THE RECOMMENDATION

The Canadian Chamber of Commerce expresses disappointment
and concern that the Pederal Budget 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 Government that it would
heartily endorse further drastic reductions and rearrangements

of the public service.

The Chamber furtier respectfully points out that since those
engaged in comuwerce, industry, finance and the public generélly
have been required to economize and to develop efficiency tq an
unprecedented degree, it behooves the Fedaral government to

apply the same principles in the gonduct of the country's business.

To sum up, the ganadian Chamber realizes that it is the duty

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

national 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 publdc opinion requires that prevailing conditions
should be met by the Government taking the necessary steps now in
reducing expenditureg,however drastic they may be, and that action
should not be deferred.

Approved at Executive Committee Meeting of
The Canadian Chamber of Comuerce, April 6th, 1933,




THE CANADIAN CHAMBER OF COMMERCE
BOARD OF TRADE BUILDING
MONTREAL

April 12th, 1933.

Letter to the Members of the ¥ational Committee on
Tconomy in Public Finance

UG s

Attached you will plegse find a self-explanatory

comminication which has been addressed to our member Boards and
thambers. 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 National Committee on
Public Economy, right across the country, and is also in accord
with the findings of our Falifax and several of our preceding
sonventions.

will you be good enough to use your influence locally
to see that the Board of Trade in your city actively gets behind

this undertaking which our President and Executive want to see

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

resentative meeting of the members of the local Board or Chamber are,
we believe, two essentials in meking effective this work, and we are
counting on your co-operation in assisting at this time.

As you know from earlier correspondence, the Prime jinister
has given his blessing to our work in connection with national economy
and we want now so to focus business opinion that the Governuent will
be assured that the public are requiring a cutting down of Federal
expenditure.

Yours very truly,

VxS a.exzw%s:}

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 10th,

CiW
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NATIONAL COMMITTEE ON ECcONOMY IN PUBLIC FINANCE
UNDER THE AUSPICES OF

THE CANADIAN CHAMBER OF COMMERCE

BOARD OF TRADE BUILDING
MONTREAL

CHAIRMAN OF RESEARCH, CHAIRMAN,

SECRETARY,
W. SANFORD EVANS, WINNIPEG W. L. MCGREGOR. WINDSOR,

Confi isntlal

ﬁ‘ r

vl I‘ie,

! c\)’a.ll Vn,.&"jl"a;.t_, E
Montreal, Quee

Arthur Currie:-

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

Yours very truly,

/ﬁ—7@ A Clar /%

~

Secretarye.

W. McL. CLARKE,

MONTREAL




MzeMBERS OoOF THE GCOMMITTEE

PRINCE EDWARD ISLAND
S. A. McDonald, President, S. A. McDonald & Co., Charlottetown

NOVA SCOTIA

H. F. Bethel, Manager, Acadia Trust Company, Truro
A. H. Whitman, Managing Director, Robin, Jones & Whitman, Ltd. Halifax
J. H. Winfield, Managine Director, Moir’s Limited, Halifax

NEW BRUNSWICK

T. H. Estabrooks, President, T. H. Estabrooks Co. Ltd., Saint John
L. W. Simms, President, T. S. Simms & Co. Limited, Saint John

QUEBEC

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

A. O. Dawson, President, Canadian Cottons, Limited, Montreal

C. E. Gravel, Real Estate and Investments, Montreal

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

J. A. LaRue, Senior Partner, Messrs. LaRue & Trudel, Quebec

George C. McDonald, Senior Partner, Clarkson, McDonald, Currie and Company, Montreal
Ross H. McMaster, President, The Steel Co. of Canada, Ltd., Montreal

J. V. R. Porteous, Director, Greenshields, Limited, Montreal

A. B. Purvis, President and Managing Director, Canc dian Industries, Limited, Montreal
Hon. Gordon W. Scott, Messrs. P. S. Ross and Sons, Montreal

ONTARIO

A. E. Ames, President, A. E. Ames & Co. Limited, Toronto

Thos. Bradshaw, Pres., North America Life Assurance Company, Toronto

W. R. Campbell, President, Ford Motor Company of Canada, Ltd., East Windsor

Col. J. A. Cooper, President, Motion Picture Distributors and Exhibitors of Canada, Inc., Toronto
Elmer Davis, Vice-President, A. Davis and Son, Ltd., Kingston

S. B. Gundy, President, Doubleday, Doran & Gundy, Ltd., Toronto

F. Barry Hayes, President, Toronto Carpet Manufacturing Co. Ltd., Toronto

Major Gordon Ingram, President, Smallman & 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

J. Y. Murdoch, K.C., President, Noranda Mines, Limited, Toronto

George H. Smith, General Manager, Canada Permanent Mortgage Corporation, Toronto
W. B. Somerset, Chairman, Ontario Marketing Commission, Toronto

W. B. Woods, Vice-President, Gordon Mackay & Co. Ltd., Toronto

MANITOBA
George W. Allan, K.C., Chairman of the Canadian Committee, The Hudson’s Bay Company, Winnipeg
W. Sanford Evans, President, The W. Sanford Evans Statistical Service, Winnipeg

C. E. Hayles, President, Winnipeg Grain Exchange, Winnipeg
James Richardson, President, James Richardson & Sons Ltd., Winnipeg

SASKATCHEWAN

George C. Rooke, George C. Rooke and Company, Regina
R. A. Wright, President,§The Western Canada Live Stock Union, Drinkwater

ALBERTA

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




PROGRESS IN WORK OF THE
NATICNAL COMMITTEE ON ECONOMY IN PUBLIC FINANCE

May lst,
£ 3 ¥

1. The National Committee on Economy in Public Finance of some forty-five
representative business men, was appointed last September under the auspices
of The Canadian Chamber of Commerce. Mr. W. Sanford Evans of Winnipeg, Presi-
dent of the W. Sanford Zvans Statistical Service and Dr. H. L. Brittain,
Director of the Citizens' Research Institute, agreed to undertake the special
research work.

2. Yot only was the subject of sound financing in Governments featured at the
Halifax Convention of the (anadian Chamber in September, but during the last

six months addresses have been given by cutstanding leaders in Canadlan business
before (anadian Clubs, Service (Clubs, Annual Meetings of various commercial
associations in all the provinces of the Dominion.

3. Ten special monographs have becn prepared by Mr. Zvans on various phases of
debts, public expenditures, taxation and the Railway Situation. Seven of these
monographs have been published in booklet form and some ten thousand copies of
the pamphlet distributed to members of the Federal and Provincial Parliaments,
the Banks, the Trust and Insurance Companies, leading Canadian firms, Boards of
Prade and Chambers of Comnerce, 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
comnent. Qanadian Business, the official magazine of the Canadian Chamber with
a ten thousand circulation has carried two special articles on Economy in
Public Finance, while the National Home Monthly with & circulation of 200,000
had in its February nusber a specially prepared article on this subject by Nr.
Evans. OQOther trade magazines 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
Comnerce have also been surveying their municipal 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 co~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:

"I 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 most rigid economy is practised by the Federal
Government ... With all good wishes for your eontinued success in
the field in which you have given such constructive service, I am.."

8. Provincial budgets as brought down for 1933-34 show a decrease in estimates
for the new year at some $2u million. ZXEconomies 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 during the
last two weeks under the auspices of the local Boards and Chambers, endorsing
the recommendation of the Canadian (hamber that further drastic economies at
Ottawa should be made.,

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




May 1lst, 1933.

OFFICIAL COMMUNICATION TO THE MINISTER OF FINANCE

The Executive of The (Canadian Chamber of Commerce has for
acknowledgment your letter of April 2Uth concerning current Government eXpen-
ditures and texation.

The Chamber has purposely avoided pointing out where economies
fected. It is believed that the Government itself has at its {ispo-
S

-

should be ef

sal the necessary information as to the details of controllable expenditure to
enable it to proceed with further economies. To any internal economy committee
which may be working at the present time, the Government might be well advised,
however, to add one or more outstanding business men, following the procedure
adopted in the appointment of the recent May Commission in England.

If such a step were decided upon, The Canadian Chamber of
Comaerce would be prepared, if desired, to Lelp in selecting with the co—operation
of the Government a small comnittee of outstanding business executives, who are in
touch with national business affairs and who, if issued a Royal Commission would
zive their time and counsel without compensation to assist the Government in
surveying the field for further economies.

May we remind you that our preyious statement %fo you was not
to the effect that economies had not been made these past three years. e
recognize that economies have ceen effected and we believe them to be steps in
the right direction. what our recommendation set out, however, was that the
present Tederal Budget, while adding to the heavy burcen of taxation, does not
indicate that economies have been adopted to the degree necessary to meet the
present serious conditions. At a time when all forms of private enterprize have
been obliged to initiate most drastic measures of economy, we believe it to be the
sentiment of the public that the Federal Government should apply the same princi-
ples in the conduct of the country's bus iness. In your letter to us, the esti-
mated expenditure for 193334 is set at 445 millions of dollars. Of this awount
interest charges totalling $138 million are uncontrollable, Further items
amounting to $175 million are perhaps susceptible to partial control only, and the
balance of $132 million may be qualified as controllable. It is’' in the second and
third categories, particularly the last, that we believe further drastic economies
should be made.

With regard to your own statement Wit is erroneously assumed
that reductions in controllable expenditure could be made to such an extent a&s to
balance the buiget without resort to additional taxation", it may be pointed out
that what the Chamber recomuended was that "the economies already proposed should
be further extended to permit of the Vational Budget being balanced at the earliest
possible datel. TUnless controllable expenditures are drastically cut, we are only
adding to our national debt which puts off the day when the Budget can be truly
balanced and which automaticelly means higher direct or indirect taxation all rourm.

We believe that the Chamber and the public at large have the
right to coucern themselves with the burden which Government expenditures or a
lack of their gufficient curtailment, involves.

We continue to submit, moreover, as stated in our earlier
communication that Canada is a mach over-governed country and that we believe
it .1s possible to effect further reductions and rearrangements of the public
service.

Canadian public opinion from the Atlantic to the Pacific is
conscious of the present need for drastic 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 mectings which have been held aeross the Dominion and
from the correspondence which has been received at our National Hesdquarters.

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

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,

CHAIRMAN,
W. SANFORD EVANS, WINNIPEG,

SECRETARY,
W. L. MCGREGOR, WINDSOR W, McL. CLARKE, MONTREAL

My 3rd, 1933.

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

Dear Sir;-
There is attached hereto for your information:

(1) a brief summary of the progress of the work of the
National Committee on Economy in Public Finance;

(2) a copy of the Chamber's comminication to the Hon.
the Minister of Finance in reply to his public
letter of April 22n4d;

(3) two pages of newspaper clippings which 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 recomnendation of April 11lth, our Txecutive would appreciate

your co-operation in urging on the local Board or Chamber the
desirability of early action.

Yours very truly,

. T N

Secretary.




EXTRACTS FROM LETTERS OF LEADERS
OF CANADTAN BUSINESS IN RESPONSE TO REQUESTS
FOR CONTRIBUTIONSs

An Eminent Publicist says: (W.H. Cawthra, 24 King St. W., 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 tmade and
prospe@ity. If this cannot be done, we may as well start a search
for a Mussolini 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 S5peed"
in your undertaking, for if there ever was a time when things needed
economy in the running of governments, the time is most epportune.”

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

"I am 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 Federal, Provincial
or Municipal positions, have an idea that there is an inexhaustible
reservoir of money in the hands of individuals and grganizations that
can be tapped at will for any amount and for any putpose.

"I believe that these conditions and the toll that is being
gnacted from both individuals and organizations by way of taxes is
repidly weakening the morals 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. Rexferd, (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 endsavouring to do."

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

"I feel very 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 owm house in order and
oliminating some of its unsecessary oxponditures.

"We are all willing to contributo our share of the taxes to run
the Government but it scoms to me it should take steps, the same as
overy successful business has in these times, to clesan house by elim-
inating exponditures that have crept in during the so-called boom times
and which really contribute nothing toward the successful operation of
the business."

From )re Ge Je Mitchell, (Vice President and General Manager, Canada
Dry Ginger Ale, Toronto)

"Wa are very much in accord with the movement. Instead of find=-
frig now methods of taxation as so recently exhibited in the proposed
Budget from QOttawa the Minister of Finance and his Committoes should
actively endeavor to reduct the 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 movenonte"




@ % 8
) Iire We Ne Wost, (Prosident, J. &. J. Taylor, Toronto)

"Your Committee will fully appreciate, I know, that an industry
like our own, which is a high class specialty; is probably suffering more
than zny other trade at the present time. We ure doing our utmost to
kcop about z hundred odd men going, working intermittent hours because
of the roquest to do so, but it is greatly to eur disadvantage finan-
cially.

"Howevery wo are intercstod in the subjoct, fesling it very
ossential that something should be done to cut down the existing burden-
some taxation, and so I am onclosing a choque which wo can add to our
prosent overdraft."

From lire Je« Je Gibson, (Goneral lianager, Chartered Trust & Executor,
34 King St. W. Toronto)

"T sincerely trust that the Committee wmay be able to make itself
folt with the various Governments of the country, as there is nothing
more urgently needed than a reduction of Governmental expenditures to
the point where budgets are balanced."

From Mr. Welter J. Helm, (lianager, Midland Loan & Savings Co., Port Hope)

"I think this is a very necessary work and trust the efforts of
the Committee may be rewarded at no distant date, because it is high time
the wholesnle, reckloss and extravagant governmental expenditures with
which practically the ontirc country is afflicted, should be brought
to a decidod halt."

From Mrs He Ge Ratcliffe, (Secretary-Treasurer,; Storling Coal Co.,
Toronto)

"It is high time some group or orgaenization took some drastic
stops in connection with public oxpenditures, as the time has passed
when any Government can, by squeezing 2 sponge, get more money out of
tho publice. Additional texation will simply lend itself to retrenchment
in business. To our minds, the only policy left open is to stop spondinge"

From lire C. L. Owens, (President, Owons & Elmes, Toronto)

"During these troublesome days Canadian businoss mon are called
upon for financial support from every conceivable source, but we are
dolightod to hear that at last some orgenized effort is boing made to
curb gross oxtravagance by our Governments.

"o toke this opportunity of congratulating the National
Comuittoc on Eccnomy in Public Finance, and wish them further success."

From Nr. W. R. Houghton, (Manager, Law Union & Rock Ins. CoO. Toronto)

"o are in full sympathy with the objects of your Committece

"There is no doubt that the burden of taxation, particularly
on insuranco companies, renders it impossible to make a profit in the
light of the constantly declining premium income and increasc in losses
during the last three years."”
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THE CANADIAN CHAMBER OF COMMERCE
BOARD OF TRADE BUILDING
MONTREAL

PROGRESS REPORT
N THE
CAMPAIGN FOR ECONOMY IN PUBLIC FINANGE

Seven special monographs have been prepared by Mr. W. Sanford Tvans, Chairman
of the Research Committee, on various phases of debts, public expenditures
and taxation. These monographs have been printed in pamphlet form and some
ten thousand copies were distributed to the members of the Federal and Pro-
vincial pParliaments, and to leading business directors throughout the
Dominion, Three additional monographs on the Railway Situation were also
released by the Committee and widely distributed,

The total newspaper publicity on 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 zTvans.

A large number of addresses by the Chamberts officers and members of the
Fational ZEconomy Committee have been given these last few months in a large
number of provincial centres. The annual meetings of various agricultural,
industrial and financial associations have been addressed together with
Canadian and Serwice (lubs on the subject of Governmental economy.

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 tc the facts
as collated by the National Economy Committee.

The co-operation of the Provincial and Federal Governments have been specifi-
cally sought and secured. The Prime Minister in writing the Chairman of the
National Committee at the beginning of the year said:

"I congratulate you most heartily 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 most rigid economy is practised by the Federal Government, and I
think you will agree we have accomplished much during the past two
years. With all good wishes for your continued success in the field in
which you have given such constructive service ..".

O§ lfarch 2nd, the President &and Chairman in an official communication to the
Finance Minister urged greater governmental economies with the end in view
of balancing the budget at the earliest possible date.

With the coming down of the Pederal Budget, the President sent out a care~
fully prepared Questionnaire to the National Committee and Directors whose
unanimous opinion was that sufficient economies had not been made in Federal
expenditures.

Strengthened with the foregoing representative business opinion from coast

to coast, the Chamber addressed a further commnication to iir. Rhodes under
date of April 12th, again reiterating the need for further economies this
present year and expressing disappointment and concern that the Federal
Budget, 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,




*2-—

The (hamber at the same time invited its member Boards and Chambers to
endorse a similar recommendation apd forward its endorsement to the Minis-
ter of Finance. During the subseguent three weeks some sixty represeéntative
public meetings were held across the Dominion at which in both the larger
and many of the smaller centres, the reguested action was taken.

When the Minister of Finance on April 24th replied to the Chamber pointing
out the extent of Governwent economies, the Chamber again wrote ir, Rhodes
on May lst intimating, that while acknolwedging economy on the part of the
Government, the Chamber did not bslieve tuat the Tederal 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 Chember went further and suggested to the Finance Mipister that some
commit{ee along the lines of the May Commission in England might advisably
be appointed by the Government, and if so decided, the Chamber would be
prepared, if desired, to assist in its selection.

This recommendation was further referred to in follow-up letters to
iire Bhodes under dates of May 18th and May 3lst. To these communi-
cations, lMr., Rhodes replied on leaving on June lst for Zngland:

W,...As I am leaving today for London, accompanying the Prime
Minister to attend the World Conference, I am simply &cknowledging
your communications, and may say that the question of expenditure
has received, and is receiving, the most careful consideration of
the Government."

The Minister'!s address in Toronto on June lst was widely quoted. The
tone of the speech was an indication that Mr. Rhodes was aware of the
growing public opinion in favour of economy. He moreover stated that

he looked favourebly on the work being carried on by The (Canadian Chamber
of Commerce and its members, and trusted that their good work would con-
tinue.

The organization of the Ontario Provincial Committee under the auspices of
the loronto Board deserves special noting. A very representative group
from the principal centres of Ontario was set up, and the Committee's 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 Qpposition.

Provincial Committees have also been active in Prince Bdward Island, Quebec,
Manitoba, Saskatchewan, Alberta and British Golumbia.

It is also encouraging to report that various municipalities under the
leadership of the Boards of Trade have these last few months instituted
special inquiries into their local finance. There may be mentianed:
Charlottetown, Kentville, Tdmundston, Toronto, Brantford, London, Peter-
borough, Oshawa, Woodstock, Hamilton, Belleville, Fort Zrie, Quebec,
Ville Marie, Sherbrooke, St, Boniface, Selkirk, Bassano, Red Deer,
Terrace and Prince George.

This work merits special emphasis these coming months, .

There is reported hereunder the actual reductian in Federal and Provincial
Budgets for 1933-34,

Pedeval Government $ 6,227,000
Budget annoancement o
10% cut on Department estimates  $14 000,000 $20,227, 000

British golumbia 1,964,078

Alberta (estimated) 3,000,000

Saskat chewan 2,146,623

Manitoba 650, 000

Ontario 14,000, 000

Quebec 5,000,000

New Brunswick 1,067,000 427,827,701

Prince Fdward Island estimated increase 82,000 48,054, 701

Nova Scotia estimated increase 3,000 g5, 000
Total estimated decrease $47,969, 701




“l -

Mr. Bhodes intimated in the House and more recently in a public address
that the Government would make further economies this year.

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. The
letters written in this connection to our Committee and to the Chanber
were most commendatory.

There is abundant evidence that the leaders of business believe our

campaign should be intensified this coming season and that the work
undertaken should be pushed on with energy.

P et e ad e st svr saanne

COMMENTARIES ON ECONOMY IN PUBLIC FINANCE CAMPAIGN

"I rejoipe to know that some concerted action is being taken by busi-
ness men in this Dominion — men who are too busy to become politicians -
to drive home what is the gravest danger to trade and prosperity. Tf this
cannot be done, we may as well start a search for a Mussolini or a Hitler."

T R I N R I I

"Believing that economy in public finance is of vital importance under
present-day conditions, we hope that your Committee will be heartily
supported and meet with much encouragement in the work which you are
endeavouring to do'.

"1 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
point where budgets are balanced."

LI AU N N I I B B R A B R

"We are in full sympathy with the objects of your Committee.

"There is no doubt that the burden 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 during
the last three years.M

"puring these troublesome days (anadian business men are called upon
for financial support from every conceivable source, but we are deslighted
to hear that at last some organized effort is being made to curb gross
extravagance by our Governments.

"e take this opportunity of congratulating the National Committee on
Economy in Public Finance, and wish them further success.!

L B R I R T B B B R B B L L L

"1 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 zbout putting its own house in order and eliminating some of its
unnecessary 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 &s 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.™

"We are very much in accord with the mevement. Instead of finding new
methods of taxation as so recently exhibited in the proposed Budget from
Ottawa, the Minister of Finance and his gommittees 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."

#I think this is a very necessary 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 afflicted, should be brought to a decided

l&alt'(' CI R R I R B TR T I I B B
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THE CANADIAN CHAMBER OF COMMERCE

BOARD OF TRADE BUILDING
MONTREAL August 17th, 1333.

Serial lLetter to the Member gogrgs and Chambers, i'o. 32.

Dear ur. Secretary:.-

The raciiillan Commission considering the Canadian Bank Act
and Canadian monetary and credit conditions generally, is now engaged in its
enguiry. 4s the Prime iiinister stated in the House of Commons last liay, "It
is important that there should be afforded an oprortunity to present the view-
point of every person that is affected.” "We shall see to it that an oppor-
tunity is given to everybody who so desires, to speak with respect to banking
from the standpoint of the country as a whole."

In the cities where the Commission holds sessions, it

will be easy for the Board or (hamber to put forth whatever views it may hold.

We hope that this facility will be used and that our membership wherever

possible locally will have made or will meke the effort to have their ideas
submitted to the Commission. We further believe that it will be worth while for
the Canadian Chamber to draw a composite picture of what the Boards and Chambers
and business generally are thinking as to our Canadian monetary and crecit

systems, and to prepare what we trust will be a Lelpful memorandum 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 Commission,
a copy of which I attach hereto.

The fundamentals of monetary policy are not as complicated as
sometine s they are mace out to be. We are not seeking in any case the more intri-
cate information. What we should like to gather together, however, are the
opinions obtaining locally on a few basic guestions and the reasons for lLiolding
these opinions.

To simplify your answering this letter the following questions
may be suggestivei-—

(1) Does your Organization believe tihat the Banking system has stool Canada
in good stead during both normal and more difficult times?

(2) Has your Organization recommendations to make as to any mocifications,
extensions or developmnents in the Banking institutlons an’ the Canadian
monetary and credit systems, which, if made effective, would in your
opinion be designed to promote the revival of domestic ani foreign trade
and the general increase of employment and to ensure a greater ieasure
of stability in respect thereto?

Sugseated Headings for (omuent

{a) Central Bank:
Among other functions would be to make available anl. to
influence thne guantity of creldit that can be extended
by the commercial banks to the business public.

(b) The availability of credit.
(c) Interest Rates.

The Commission will have completed its encuiry in a couple of
months and will doubtless bring in its report to the Government beiore Parliament
reassembles. ilie Report itself will then probebly be the subject of debate before
the Banking and Commerce Committee of the House of Commons. It is clear, therefore,
that these guestions on banking and finance will be prominently before the people
of Canada these next months. As organizations representing the best business
thought in the different commnities, we need to think on these matters of national
interest and to express not only our individual, but our co-ordinated views.

May we have your prompt co-operation so that we may together
nerform a useful and timely service.

Yours very truly, /4)”/)\4 . chenKs.

Seeretary.




Summary of the Terms of Reference for the Machillan Commission

That it is desirable that the approaching periodic revision of the
Bank Act, which will precede 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, shall be basei on a complete anc detailed examination of the wovisions of
said act anc of the functions and operations thereunder of the banking system
thereby establighed;

That it is also desirsble that such examination should include a
study of the facilities now afforded by the Finance Act and a careiul con-
sideration of tie alvisability of establishing in Canada a ceniral banking
institution, and, if so established, of the relation of such central banking
institution to existing banks, and its proper authority and fuaction in the
oxeration of the banking system of Canaca;

That such examination should also include a study of the entire
monetary system of Canada, including eredit, currency and coinage, particularly
in their relation to comnocity price movements and fluctuations in intere

national exchange;

That it is alse advisable to consider whether and in what respects
the banking institutions and the monetary system of Canada may be modified,
extended or develeped for the purpose of facilitating inter-Imperial anl inter-
national co-operation in public policies designed to promote the revival of
Jomestic and foreign trade and enterprise and the general increase of employ~
xment to ensure & greater measure of stability in mespect thereto,

It is providei first, that the commission shall examine, consicter
and report upon all the matters, hereinbsfore recited; second, that, without
limiting the general scope of their enquiry into the operation of the banking
and monetary systems of Canada, the said comuissioners shall, in particular,
examine the provisions ani working of the Bank Act, the Dominion Note Act, the
Finance act and the Currency ict, and the advisability of establishing a cen—
tral banking institution; and third, that saic. commissioners shall report
their regomanendations for revising or supvlementing the above—unentioneld acts
and for the aloption of such other measures as tliey may deem desireble to
promote the revival of trade an. enterprise and to facilitate inter-Imperlalﬂﬁ
ané international co-operatisn for the purpose of raising the level of 90m90&1ty
prices and for the purpose of ensuring increased domestic employment an. tue
stability of the economic, financial and social institutions of this country.
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urrie, G.C.M.G.,

McGill University,
Montreal.
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Would you therefore be good enough to write

ke

me briefly what you yourself think with regard to questions one an d two
in the accompanying 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.
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OQur President has asked me to say how much
he will appreciate your
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Yours very truly, :
/
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Secretary.




GOVERNMENT
IN CANADA

Introductory Studies

W. SANFORD EVANS




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-

FOI’@WOI’d

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 Dbrief 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.
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DIAGRAM NO. 1.

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

From Confederation to about the
vear 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

$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 present 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,
expenditures

therefore, that the

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
FOH3 wddi vl 2754000:000
11983 . da =00t 92040005000
Population
(Dominion Bureau of Statistics)
143,01 S BRERE S G 6,288,000
1175 0 b o SRS SR P 7,488,000
1EI8 e el DN 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’
tesearch 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

30 times. While from 1904 to 1931
population increased 78 per cent, and
expenditures 666 per cent.

If adjustments 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§ 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.

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




tures, 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
have 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 the Diagram is too
small to emphasize minor fluctuations
in expenditures from year to year,
but two or three points appear 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.

ORDINARY EXPENDITURES OF GOVERNMENTS
(In Certain Years)

Dominion
Consol. Fund

SOt s . e $ 14,345,510
1880 ______.__ 24,850,634
1LB00 . 35994031
2100 R - 42,975,279
1900 79,411,747
1948, = Do vy i A2 069 53
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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 presented in Diagram
NoLiB;

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
vear has point and validity, however,
because it illustrates the inadapt-
ability of government charges to
sudden changes in national income.




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

ANOTHER COMPARISON

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
yvear 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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DIAGRAM NO. 4.

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 pericd 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

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 received 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.
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DIAGRAM NO. 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 to, 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.

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 be
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)
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GOVERNMENTS AS COMPETITORS IN THE
MONEY MARKETS
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DIAGRAM NO. 6.

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 any one
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

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 sinece 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
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DIAGRAM 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 ecredit,
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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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 debt, 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—8$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 91 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 111 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 re-
payment should be within the period
of effective service of the investment.

On this principle, what is a reason-
able term within which existing debts
should be Iliquidated. 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- Whether or not taxes are unduly
minion, Provincial and Municipal heavy at any time, or are fairly dis-
Governments in Canada were $55,- tributed, cannot however, be left to
000,000 in 1895-6, $93,091,361 in comparative statistics to decide.

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 vre-
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 2 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.

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,
judging 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, ete., 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, trans-
portation, money loans, ete., ete., 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?

¥ * 3

Tax levy, or tax yield, even on &
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
vield 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
yvears. 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
vields will next be examined.
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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
A TRersyy Zarn 3,418,886— 3.67

{500 B 1S Tartadgtoo $93,091,361

In 1913-14 the order was the same:

%o
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

RO Lad i i $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 _ 105,686,645—18.19

Income & Pers’l
Prop. 1 axey e
Sales Tax, Taxes
on Cheques, ete.
Excise Duties __
Bus. Profits Tax
Succession _____
Corporation ____
Liquor Profits __
All Others _____

85,844,141—14.78

73,656,487—12.68
36,195,207— 6.33
22,815,667—'3.93
11,389,966— 1.96
11 280:5262=1 .92

6,831,027— 1.17
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: 1azes '«
Excise Duties __
Auto & Gas_____
Sales & Cheques,
Ete.
Liquor Profits __
Succession ______
Corporation .. ...
All Others. - .- -

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

34,734,661— 4.97
30,061,083— 4.30
18,793,458— 2.69
15,427,077— 2.20
5,818,431— .84

Ay & e s $699,044,339




The outstanding feature is the
leal 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 Provinces Municipalities Total
183,02 21 5 o ael ol $ 54,024,044 $ 3,248,169 $ 35,819,148 $ 93,091,361
1050 50 B LS N e 127,478,067 10,485,53 100,072,880 238,036,485
ORI, L i BEN Jig 319,926,012 54,092,495 206,833,211 580,851,718
HOPOLS0 oo ramae 378,551,626 126,147,195 268,270,824 772,969,645
FO80-31 grnsinm e 296,276,395 121,577,855 281,190,089 699,044,33
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Measured by ability to earn and more comprehensive basis. Then

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 mnot, 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

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 or 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, which, 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 thig 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 mnot 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 1926 1927 1928
77.73 83.35 86.40 94.25

9 months
1929 1930 1931 1932

100.0 79.04 56.27 45.30
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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
for 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-
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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 any one set
of headings.

That the information 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, or
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 their entire interest
liabilities.

2. Education, $166,190,565, or 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,
ete. All will agree as to its import-
ance, but this is a case where the
necessity for an examination of fune-
tions and methods clearly appears.

There is the legislative function, as
in the passing of the Railway Act,
the Traffic Acts, ete., ete. A govern-
ment might stop there, leaving en-
forcement 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,
$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 services have grown
will next be examined.



HOW SPENDING HAS INCREASED SINCE 1904-5

 GROWTH OF EXPENDITURES-BY CLASSES |

@
o

)
al

o
o

~
(&)

n
()]

o

Mll(;LIONS OF VDOLLARS
o
S) o

n
o

EDUCATIONg | PROTECTION |COMMUNICATIONSILEGIS-OVERHEAD
— —— —i50° |
()]
25 %
-
- I00o
75 Q
sl sols
—125 »
| ¢ o Z
HEALTH & SAN. =iy
L 50 -é |
23
=00 | _.ml | |
3358 3353

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 table below are only those not
distributed to 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, ete., 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 inerease 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 1930; 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 ?

Communications — 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 cor-

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 2 1/3 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 unemployment
relief in 1930-31 constituted only a
moderate fraction of the total.

Re-
than

Administration of Natural
sources — Expenditure more
doubled since 1913-14.

Agriculture—The rate of increase
was 2.9 times that of acreage in field
Crops.

Health and Sanitation-Increased
at 6 times the population rate.

Totals for all periods in each of the
classifications dealt with in this and
the last preceding chapter are, in
dollars:

1930-31 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 96,245235 44,258,732 16,030,241
3. Protection of Persons

& Properey i e 140,682,134 114,996,522 32,332,374 10,617,964
4. Communications ____ 140,080,176 95,284,280 60,376,231 27,670,527
5. Legislation&Overhead 117,909,778 84,261,466 64,092,835 25,165,505
6. Pub.Welfare& Charity 64,526,466 27,258,282 9,549,454 3,804,916
7. Natural Resources___ 18,832,626 9,610,845 7,518,023 2.035.251
8. Agriculture _________ 18,396,080 12,079,428 5,793,889 1,451,485
9. Health & Sanitation__ 16,380,322 12,261,989 5,045,528 2,162 6717
10. Im’grat’'n & Col’zation 13,952,048 4,358,341 2,138,658 1,040,540
Tl R eerpation: i ..o 1,672,192 4,864,943 1,979,000 680,000
12 cEmdisteibutad. oo o 28 318,767 44,417,486 17,863,583 4,520,000

GRAND TOTAL-_$959,544,708 $718,744,087 $297,129,130 $121,280,406
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GeorGE C. McDonNALD, Senior Partner, Clarkson, McDonald, Currie and Company, Montreal
Ross H. McMasTER, President, The Steel Co. of Canada, Ltd., Montreal
J. V. R. Porteous, Director, Greenshields, Limited, Montreal
A. B. Purvis, President and Managing Director, Canadian Industries, Limited, Montreal
Hon. GorboN W. Scotr, Messrs. P. S. Ross and Sons, Montreal

ONTARIO

A. E. AMEs, President, A. E. Ames & Co. Limited, Toronto

THos. BraDSHAW, President, North America Life Assurance Company, Toronto

W. R. CampBELL, President, Ford Motor Company of Canada, Ltd., East Windsor
Cor. J. A. CooPER, President, Motion Picture Distributors and Exhibitors of Canada, Inc., Toronto
ELMER Davis, Vice-President, A. Davis and Son, Ltd., Kingston

S. B. Gunbpy, President, Doubleday, Doran & Gundy, Ltd., Toronto

F. Barry HAYES, President, Toronta Carpet Manufacturing Co. Ltd., Toronto

Major GorpoN INGRAM, President, Smallman & Ingram, Limited, London

C. S. MacDoNALD, President, Confederation Life Association, Toronto

J. M. MacpoNNELL, General Manager, National Trust, Company, Ltd., Toronto

Cor. W. L. McGreGor, Chairman of the Committee, Windsor

J. A. McLeop, General Manager, The Bank of Novaj Scotia, Toronto

A. N. MrrcHeLL, General Manager, Canada Life Assurance Company, Toronto

J. Y. MuroocH, K.C., President, Noranda Mines, Limited, Toronto

GeorGE H. SmitH, General Manager, Canada Permanent Mortgage Corporation, Toronto
W. B. SomEerset, Chairman, Ontario Marketing Commission, Toronto

W. B. Woops, Vice-President, Gordon Mackay & Co. Ltd., Toronto

MANITOBA
GeorGe W. Arran, K.C,, Chairman of the Canadian Committee, The Hudson’s Bay Company, Winnipeg
W. SaNForD EvANSs, President, The W. Sanford Evans Statistical Service, Winnipeg
C. E. Havyies, President, Winnipeg Grain Exchange, Winnipeg
JaMEs RICHARDSON, President, James Richardson & Sons Ltd., Winnipeg
SASKATCHEWAN
GEORGE C. RoOOKE, George C. Rooke and Company, Regina
R. A. WRriGHT, President, The Western Canada Live Stock Union, Drinkwater
ALBERTA
James Ramsey, Edmonton
Cor. J. H. Woops, 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







