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Countries Pounds $
Manufactured tobacco to
Denmark... .. .. .. 4 9
Francei: v o5 5o a3 4 7
Hong Kong.. .. .. .. 5 9
Jamaica.. . 1,041 707
Japan. .. .. .. 2,525 1,277
Newfoundland. . 26,480 17,506
New Zealand.. . 649 905

Panama.. .. .. 12 15

St. Pierre & Miquelon. 245 263

Switzerland. .. .. .. 356 488

United Kingdom. 206 363

United States.. .. . 5,320 7,499

Total exports.. 264,986 62,671
THE BUDGET

ANNUAL FINANCIAL STATEMENT OF RIGHT HON.
R. B. BENNETT, MINISTER OF FINANCE

Right Hon. R. B. BENNETT (Minister of
Finance) moved:

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

He said: Mr. Speaker, in moving that you
do now leave the chair for the purpose of
enabling the house to resolve itself into
a committee of ways and means to make
good the supply to be granted to His Majesty
for the twelve months ending March 31, 1932,
I will follow the traditional practice of mak-
ing a general survey of the financial and
business operations of the Dominion during
the last fiscal year. I will also indicate the
ways and means which the government pro-
prose to utilize in providing the necessary
revenues to meet the appropriations made
by Parliament. I shall discuss these matters
under five heads:

1. The financial operations of the Domin-
ion for the fiscal year, April 1, 1930, to
March 31, 1931. ;

2. The balance sheet of the Dominion on
March 31 last showing assets active and non-
active and liablities direct and indirect.

3. Trade and commerce.

-4, The estimated revenue and expenditures
for the twelve months ending March 31,
1932.

5. The ways and means which will be
adopted for the purpose of providing the
necessary revenues to meet the proposed ex-
penditures.

[Mr. Cahsaan.]

FINANCIAL OPERATIONS DURING FISCAL YEAR
1930-31

The period of national financing under re-
view is the twelve months from April 1,
1930, to March 31, 1931. This was a period
of sluggish commercial activity, with com-
modity prices steadily declining throughout
the world. The consequences are shown in
the Dominion’s balance sheet, for eighty-three
per cent of the consolidated fund receipts
in 1930-31 was derived from taxation, the
major portion being obtained by ad valorem
assessments on the monetary value of busi-
ness transacted. Therefore, the revenue eol-
lections from every tax, with one exception,
were substantially less than in the preceding
year. The exception was the income tax,
where the assessment was on earnings and
profits made in the calendar year 1929, Tgq
find a parallel to the revenues in the past
fiscal year, it is necessary to turn back ten
years to the fiscal year 1921-22, and in that
year the revenues were $26,000,000 greater
than the collections in the past fiscal year,

On the expenditure side, comparatively
little advantage could be taken of declining
commodity prices. This is due to the fact
that fixed and uncontrollable charges consti-
tute so large a proportion of the expenditures.
The interest on the national debt was over
121 millions; war pensions amounted to 46
millions, and other uncontrollable expendi-
tures absorbed an additional $36,895,000. To
these may be added the cost of civil govern-
ment and other services where a somewhat
lengthy time lag exists before declining com-
modity prices are reflected in reduced costs.
These services involved an expenditure of
78 millions. In other words, 282 millions
were expended during the year without the
government gaining any offsetting advantages
from the causes which brought about such
substantial decreases in revenues.

Taxation Revenues

The major source of Canadian revenue is
the customs tariff which last year produced
131 millions of dollars. This was 48 millions
less than in the preceding year. A study of
the imports of Canada during the period in-
dicates that there was a substantial decline
in the importations of nearly all commodities.
One of the chief sources of customs revenue
is the duty collected on alcoholic beverages,
and in the year under review the revenue
thus derived was 20 millions, as compared
with 25 millions in the preceding year.

Recently our customs receipts have shown
less fluctuation and the daily decreases are not
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so substantial as in the last fiscal year, when
the monthly decreases, as _cqmpared with the
previous year were:

Month Decrease

April, 1930.. $3 591,000
May.. .. .. s 53000{}0
June.. .. .. v e .. 2884000
July.. .. .. «. .. .. 4,356,000
Auglmt ee wr es oe o+ 4,919,000
September v ae ae 0. 3,115,000

— $24,165,000
October. . . .. 6,408,000
November. . ee ae ve 4,117,000
December. . . .o oo 3,424,000
January, 1931 ve .. 2,687,000
ebruary.. . .. ». 3,766,000
March penod .. 3,653,000

—— 24,055,000

$48,220,000

.The decrease during the first six months of
the fiscal year was $24,165,000; during the last
six months of the fiscal year it was $24,055,000.

It will be recalled that the tariff changes
made at the special session came into effect
during September although in certain cases,
where uncompleted contracts were outstand-
ing, the new rates were not levied until
several weeks later. A comparison of the
customs revenue for the two six-months’
periods has this significance, that the changes
did not make any material reduction in the
receipts during the two six-months’ periods
of the year.

Excise Duties.

The excise duties are largely assessments
on alcoholic beverages and tobaccos manufac-
tured in Canada. The total collected during
the year was $57,700,000. During the yeat
excise collections on tobacco remained practi-
cally stationary at about 42 millions, Of the
amount, duties on cigarettes produced $30,-
500,000. There was a decline of over $7,000,-
000 in excise duty collections on alcoholic

beverages produced in Canada. On and after -

the 1st of July, 1930, clearances were denied
to vessels having on board any intoxicating
liquors destined for delivery in any country
into which the importation of such liquor
was prohibited. The enforcement of this law
to a great extent explains the decline in the
excise revenues.

Income Tax

The income tax ranks first in productivity
amongst the war taxes and produced 71 mil-
lions in the year. As & matter of fact, this

22110—1364

sum has been exceeded only once since its
imposition and that was in the fiscal year
1921-22, It is a case of history repeating
itself. The fiscal year 1922 was also a dark
one in respect to total revenues, but income
tax assessments were' on the earnings and
profits of 1920, the peak year of the post-
war boom. In the past year total revenues
were again reduced, but income tax assess-
menl‘.-ywere levied on the earnings and profits
of a’ peak year, that of the stock market
boom Of the $71,048,000 of incom= tax col-
lected, $26,600,000 was paid by individuals
and $44,.400,000 by corporations. In the fiscal
year 1921-22, when $78,800,000 was received,
individuals paid $39,820,000° and corporations
$38,863,000.

'Sn'les Tax

No tax more quickly reflected the declin-
ing commodity prices than did the sales tax.
The shrinkage in the volume of business
transacted, coupled with the decrease in
values, made it apparent at the beginning
of the calendar year 1930 that with business
shrinking and sales contracting, the sales tax
could not be depended' upon to produce
revenue to the same degree as in the previous
year. This loss, matead of being compen-
sated by an increase in the raté when the
budget was brought down on May 1st, 1930,
was aggravated by the rate being reduced’
from 2 per cent to 1 per cent. The result’
was a decline of over 24 mllllons in sales’
tax revenues during the year under review,
the collections being somewhat over 20 mil-
lions, as compared with 44 millions in the
previous year. It is perhaps desirable to
point out that a change has been made in
the accounting methods this year in respect
of sales tax. Commencing in the fiscal year
192425 the payments made in Aprit by
licensees on sales made in the old year were
credited to the fiscal year then last ended.
This practice was not in harmony with that
followed in respect of other public revenues
and has been discontinued. Had it been fol-
lowed, the revenues from sales tax credited
to 1930-31 would be approximately $1,700,000
greater. '

Tax Summary

The other taxes represent small amounts,
being, not infrequently, paid by the use of
excise stamps, and are difficult to allocate.
A statement of the revenue received from
taxation for the last five years follows:
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1926-27 1927-28 1928-29 1929-30 1930-31
(000 omitted)
Customs. . £141,069 $156,986 $£187,206 $179,430 $131,209
Excise. . 48,513 57,401 (3,685 65,036 57,747
War tax revem
Banks. . .. os - : 1175 1225 1,243 1,408 1,429
Trust and loan cnmp'uues 335 345 8 S Toarern
Insurance companies. . 948 999 895 74 74
Business proﬁts.. 710 956 455 173 34
Tncome tax. 47,386 56,571 59,422 69,021 71,048
Sales tax.. .. 82,306 72,100 63,0646 44,859 20,785
T he s. trans ortation
o e p. SN 03307 18,123 19,361 18,550 13,950
Total receipts from taxation.. .. $346,649 $364,706 $315,921 $378,551 $296,276

Public Service Revenues

The sum of $53,000,000 was collected by
way of revenues from public services main-
tained by the government. The main con-
tributor was the Post Office Department.
The gross collections for postal services were
$37,500,000 and the net revenues $30,200,000.
Compared with the previous year, there was
a decrease of $3,100,000 in the net revenues.
On the expenditure side the postal service
costs were $36,300,000, an increase of $1,300,-
000. Therefore, the fiscal year ended with
the Post Office Department showing a
deficiency of $6,100,000. To achieve an abso-
lute calculation of the department’s opera-
tions, a substantial sum, representing the
expenditures of the Public Works Depart-
ment for equipment, buildings, maintenance,
etc., necessary for the handling of mails
throughout Canada, would have to be added.
On the other hand, the department is en-

titled to a substantial credit for the hand-
ling of government mail.

Interest on investments realized $10,400,000.
Of this, £2,000,000 was on sinking funds and
£1.299,000 on loans to Roumania and Greece
which were made during the war period. The
harbour commissions, other than Quebee,
paid $3,492,000 in interest on the $88600,000
loaned by the dominion to them. The major
reduction in revenues under this group head-
ing was in the interest paid by the chartered
banks for advances under the Finance Act,
although the amount collected was $15,000 in
excess of the collections in 1928. In 1929-30
the banks paid $2,234,000, while in 1930-31 the
payments were $539,000.

The transfer of the natural resources to the
western provinces materially reduced revenue
from dominion land, there being a decrease
from $4,139,000 to $1,655,000 in the year under
Teview. _

A division of the 43 millions of revenues
from the public services, by sources, is:—

Revenue
— oR_0 . ¥ Estimated
1026-27 1927-28 1928-29 1929-30 1930-31
Non-Tax Revenue— $ $ S H 3

Canada Grain Aet..........ovvvnnnnn. 2,582,084] 2,677,877 2,992,540| 2,047,207| 2,179,047
Canada Gazette...... 68,312 81,243 80,214 93,890 71,197
anals............ 961,694 1,355,677 1,230,333 1,043, 647 1,026,671
Cagmnl. . ..ovinivsninvivinsvess 3,310,633, 3,626,236 4,041,095 4,300,710 3,685,000
Chinese Revenuc AR R e 13,228 14,179 18,224 14,345 21,996
Dominion Lands....................... 3,327,273 3,688,595 4,070,339 4,130,104] 1,655,401
Eleetric Light Inapedmn ......... 538,917 563,913 563,964 546,957 632, 151
Fines and Forfeitures.................. 504,310 568, 140 655,485 748,343 433,712
Fisheries......... 175.213 119,144 109 300 110,724 73,937
Gas Inspection........ 76,880 85,716 92,398|. 100,763 94,255
Insurance Inspection.... 120,334 123,768 131,626 138,780 148,942
Interest on Investments................ 8,559,401 10,937,822 12,227,562 13,518,205 10,421,225
MAPIIB: « i sin s seavnieing s eea siaaiia 264,083 191,564 182,810 184,637 186,892
Mariners' Fund. ...oovviviiinninnnnnn.. 195,080 222,048 236,808 209,322 201,768
Military College. ............cooviina.. 18,239 20,232 20,204 19,8201 19,882
Military Pension Revenue.............. 128,387 128,017 155,830 158,881 158,872
Ordnance Lands. ..........covcivnnnnns. 29,703 14, 206 24,830 30,277 29,384
Patent and Copyright Fees............. 517,930 495,792 530, 239{ 574,918 559, 646
Penitentiaries..........coovveiiinin.... 170,338 177,933 178,449 181,024 183,288
Post Office.......oovveviinnnnnnnan., 20,069,169| 31,562,580 30,611,964 33.345.385ﬂ 30,212,326
Premium, Discount and Exchange...... 649,33 594,21 568,846 531, 521,078
Publie WorkE. .. - .aivesinsimsrmmaviss 422,864 305,281 414,085 408, 151 374,500
Royal Can. M.P. Officers’ Pension.. ... 8,769 6,144 6,373 6,471 6,357
Superannuation Fund................... 392 172 81 Blocosaiuaye
Weights and Measures.................. 333,034 361,690 399,247 407,248 419,750
Total Non-Tax Revenue........... 52,046 504! 58,012,180 59,542,846/ 62,860,180 53,317,277

[Mr. Bennett.]
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The consolidated fund receipts may now
be summarized. In the fiscal year just ended
these amounted to $349,593,000, as compared
with $441,411,000 in 1929-30. In other words,
there was a decrease of $91,818,000.

Special Receipts

During the year certain special receipts
came into the treasury which must be added
before the total revenues for the year are
given. The most important of these were the
payments received on reparations, amounting
to $6,500,000. This was a larger sum than
had been received in the preceding year, due
to the success of the German international
54 per cent loan 1930 making it possible for

the creditor countries to receive a cash pay-
ment on future reparations account. Can-
ada’s share thus acquired was $2,173,000. The
acceptance of the plan involved the estab-
lishment by Canada of a small credit,
amounting to $272,000, in the Bank of In-
ternational Settlements. This has been done.
The amount received on ordinary reparation
account was $4,395,000. -

Adding these special receipts to the con-
solidated fund, revenues for the year make
a grand total of $356,215,000, as compared
with $446,182,000 in the preceding year, a
decrease of $90,000,000. A comparison of
revenues for the past five fiscal years is:

1926-27 1927-28 1928-29 1929-30 1930-31

(000 omitted)
Receipts from taxation. $346,649 $364,706 $395,921 $378,551 $296,276
Non-tax revenue. . 52,046 58,012 59,543 62,860 53.317
Consolidated fund receipts.. 398,695 422,718 455,464 441,411 349,593
Special receipts.. . 1,934 7,129 5,476 4,771 6,622
Grand total revenues.. $400,629 $429,847 $460,940 $446,182 $356,215

EXPENDITURES

The past fiscal year was marked by sub-
stantial increases in the expenditures for the
public service. Some of these increases were
to provide for new services or undertakings,
others were a consequence of statutory enact-
ments causing greater demands to be made
upon the treasury. Apart from certain ex-
penditures in connection with unemployment
relief, those incurred on authority of gover-
nor general's warrants and some items
approved by parliament on the closing days
of the fiscal year, all expenditures were in-
curred on the authority of the previous
administration.

Ordinary Expenditures

Ordinary expenditures for the year were
$394,000,000, as compared with $357,780,000 in
the fiscal year 1929-30. This was an increase
of $36,220,000, the more important items which
show increases being:

Subsidies to provinces.. . ..$4,900,000
Department of Indian Aﬂ'"m's 700,000
Old age pension. . .. 4,100,000
L:ghthmmc and coastal services. 500.000
Air services. ‘ . 1,225.000
War penb:ons . 5,550,000

Treatment 'md after care of vetel 'ms 1,280.000

Post Office.. .. .. .. . 1,265,000
Public \erI\s .. .. 5,640.000
Maritime I‘retght thes Act.. . 2,925.000
Department of Trade and Commerce 1.690.000
Unemployment relief. . ve .. .. 4,432,000

There was an increase in the subs1dy paid
to Manitoba of $4,970,02762, as provided by
legislation in connection with the transfer of
natural resources to the province. The

transfer of the natural resources made no
change in the annual subsidy payments to the
provinces of Alberta and - Saskatchewan, al-
though the dates of payments have been
changed from March 1 and September 1 to
January 1 and July 1.

The increase of expenditures, amounting
to $700,000, in connection with the Depart-
ment of Indian Affairs, falls under two heads.
During the year $2,750,000 was spent in the
construction of schools, which is $424,000
more than in the preceding year. For the
relief of destitute Indians, the providing of
hospitals and medical services, an additional
$220,000 was expended.

The major increase in expenditures on
account of old age pensions was due to larger
payments being made in the province of
Ontario. The act, during the fiscal year,
applied to five provinces, and, in addition,
small expenditures were made in the North
West Territories. A statement of .the expendi-
tures, by provinces, is:

1929-30 1930-31
Ontario. . .. $ 355829 $3,516,806
Manitoba. . : 427,143 652,804
Saskatchewan. . 333,287 585,941
Alberta.. .. 62,555 320,225
British Columbia.. .. 357,801 580,804
North West Territories 558 1,562

$1.537,173  $5,658,142

The increase of slightly over $500,000 in the
lichthouse and coast services was mainly due
to the purchase of a lighthouse boat to be
used in connection with the St. Lawrence
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river channel. The expenditures on that
account, together with the purchase and erec-
tion of new lights, amounted to $480,000.

The increase of over $1,200,000 in air ser-
vices falls under three headings. In connec-
tion with air services generally there was an
increase of $394,000: for civil air services
$387,000, and for air mail routes $494,000. The
sum of $180,000 was expended in connection
with the airport at Trenton, Ontario, and the
establishment of new air mail routes made it
necessary to establish and maintain new
landing fields at various points throughout
Canada. Other expenditures, due to in-
creased use being made of the services of the
air division, involved greater expenditures for
supplies and equipment and also made it
necessary to increase the personnel.

There is a unanimous sentiment that Can-
ada shall provide adequately for those who
served and suffered during the war, and an-
nually the amount expended on account of
pensions and after-care of veterans increases.
In the year under review pension payments
increased $5,558,000, and after-care accounts
by $1,280,000, thus making a total expendi-
ture on these two accounts of over 55 millions
in the year under review. Since the outbreak
of hostilities the dominion has paid $460,-
000,000 on account of European war pensions,
and 182 millions for treatment and after-care
of returned soldiers. In addition, sundry ex-
penditures on account of soldier land settle-
ment adminstration, battlefield memorials,
the Imperial War Graves Commission, etc.,
amount to $29,000,000. These items of ex-
penditure reached a grand total of $671,000,-
000 to the close of the fiscal year.

The increase of expenditures amounting to
$1,265,000 on post office account may be
divided into three groups. Approximately
$322,000 was expended in settling overdue
accounts with the printing bureau. These
overdue accounts had accumulated over a
series of years, and at the close of the fiscal
year a supplementary estimate was authorized
by parliament to bring the accounts into
balance. An increase of $570,000 in expendi-
tures was due to the extension of air mail
services, and $375,000 was spent in salary in-
creases, mainly to those in the outside ser-
vice.

The expenditures on ordinary account by
the Public Works department were $5,600,000
in excess of the expenditures in the previous
year. Of this, the additional expenditures in
connection with the erection and improve-
ment of public buildings amounted to $3,425,-
000. On harbour and river works expendi-
tures showed an increase of $2,100,000 as
compared with the previous year.

[Mr. Bennett.]

——

The expenditures in respect to the Mari-
time Freight Rates Act in 1929-30 were
87,400,000, and in the year under review they
were $10,327,000. The increase divides itself
under two heads: $627,000 was an account
carried forward from the previous fiscal year,
having been received too late to be included
in the accounts for that year, and the balance,
$2,300,000, represented the additional amount
payable as provided by the act for reductions
in tolls and deficits on eastern lines.

The expenditures in respect to penitenti-
aries increased by $676,000. During the year
the penitentiary population. increased 527,
thereby requiring larger staffs and supplies.
Of the increase, $125,000 represents expendi-
tures in connection with the erection of a
new institution which was established during
the year,

The Department of Trade and Commerce
administers the Canada Grain Act, and dur-
ing the year there was an increase of $1,085.-
000 in its expenditures over those of the
previous year in connection with the provid-
ing of clevators at Lethbridge, Moose Jaw
and Saskatoon. An additional $100,000 was
spent on national research and $126,000 in
connection with the Canadian display at the
exhibition at Buenos Aires.

The special session of September last pro-
vided for the expenditure of $20,000,000 to
relieve unemployment. As a result, at the
close of the fiscal year, the contracts initiated
in consequence of this legislation amounted
to $69,690,948, and at the end of March,
248,000 persons were employed. However, at
the close of the fiscal year only a small por-
tion of the total expenditures authorized had
been presented for payment. In all, $4,431,000
was actually paid, the money being disbursed
as follows:

Alberta.. .. $ 186,600 17

British Columbia.. .. 259,040 82
Manitoba.. .. .. . 305,638 53
New Brunswick. .. .. 250,233 67
Nova Scotia. .. .. .. 62,066 05
Ontario.. .. .. .. .. 1,219,433 18
Prince Edward Island. 21,529 88
Quebec.. .. .. .. .. 319,452 87
Saskatchewan.. . 535,698 95
Yukon.. . 20,000 00
— 23,179,694 12
Canadian National Ry. 352,961 82
Canadian Pacific Ry.. 345.420 00
Grade Crossing Fund. 500,000 00
Parks Branch, Interior 36,996 81
—— 1,235,378 63

16,582 32
$4.431,655 07

Administration. .. ..

May I add the records show that at the
end of April employment had been given to
25000 additional persons as compared with
those employed on March 31.
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A statement of the expenditures, by services, on ordinary account for the last
five fiscal years now follows:

Ezxpenditures
Estimated
Items 1926-27 1827-28 1928-29 1920-30 1830-31
Consolidated Fund Expenditure— 3 s $ H $
Finance—
Interestondebt............cccu...... 128,902,945 124.989.9501 121,566,213| 121,250,844
Subsidies to IVIDORE. i vvessnswsves 12,516,740| 12,553,725| 12,496 17,435,738
Chargas of Management.. 884,532 923,363 1,015 920,136
Premium, Discount and ]Ekcham 42,233 67,254 72 19,477
Superannuation No. 1 (Act of 1870).. 625, 005 577,661 531 492,101
Superannuation No.3 ananrBurm} 19,038 17, 15 14,413
Superaanustion No. 4 (Act o 1920) 723,825 671,611 631 i
Superannuation No. 6 (Widows' Aanu- '
1 T 130, 946 140, 570 142,708 140,167
Civil ‘Guvemment .................... . 11,576,140, 11,810,081 12,258 12,628,562
L] |- o R N S e 6,487,768 7,201, 9,286 9,143,977
FIBBORIl . i i s it e e 1,751,147) 1,974,118 2,274,204 2,261,817
lmmigﬂ.tion... ................. | 2,704, 698 2,631,967 2,757,383 2,255,249
Indian Affairs. . ......covvvveevnnnnnnen 4 199. 4,508,202 5,134,553 , 866,219
Iaterior— .
Dominion Lands and Parlu .......... 4,082,752| 4,986,962 5,479,835 4,067,569
Scientific Institutions................. 733,919 .59!| 818,515 817,052
Government of N.W. Territories..... 249,642 317,725 434 545,
Government of Yukon Territory..... 178,511 184,181 186,374 201,451
Justice— . '
Administration...........ccovinennnn 2,100,81 2,203,200 2,198 2,214,268
Penitentiaries............coevvnvnnnnn 1,755,763 1,807, 2,561,11 3,236,816
Technical Education................. 985,955 1,152,1 413, 301,307
Old Age Pensions.................... 131,452 832,687 1,537,173 5,658,143
Administration, ete........ AT 313,620, 364,81 415,939| 509,980
tion—
te, House of Commons, ete...... 1,005,707 2,264,008 2,292,833 2,427,781
Elections......oovviivinnnnnnnnnnnnns , 62,454 28, 2,234,767
Marine—
Ocean and River Service............. 3,749,105 3,683,258 5,136,332 3,638,011
nghthoum and Coast Service. o 2,771,081 2,812,000, 2,874,623 3,391,875
Scientific Institutions......... 270."?8 287,908 318,706 367,620
Steamboat Inspection........, 131,085 141,485 140,253 lﬂ.g
Mines. ...oovvvirennnniereenenannnnssns 624,184 679,179 805,748 789,
National Defence— j
Militia Services..........cccvvveinnnn. 10,151,975| 11,044,334| 11,032,749 10,979,859
Naval Service...... Fionamian s ene 1,702,225 1,836,488 3,013,396 3,597,501
Air Services........oveeeenreennnnaes 3,801,861 5,040,505 5,920,870 7,151,163
General Services...........coovennuns 116. 190 102,735 226,952 - 103,562
Government of N.W. Territories..... ; 142,736, 138,715 140, 161 217,521
National Revenue............ovvvvennn. 11,801,331 12,876,760| 13,130,611] 13,208,442
Pensions, War, ete.........ovvvvvnnnnan 30,778,130 41,487,323 40,406,565 45,064,868
Pensions and National Health— _
Treatment and after care of returned
HOLARERE. v v isinnsmaisiiiene i 6,958,811 7,001,957 8,494, 9,775,228
L L e 771,435 ,003| 1,021, 043,384
Tonk Offoe: .ol i innnians 31, 782 968| 33,483,050, 35,036, 36,292, 604
Public Works—
Charges to Income................... 14,037,366 17,003,254 18,134, 23,763,284
Charges to Collection of Revenue. . 042,544 4 024, 936,020
Railways and Canals—
Maritime Freight Rates Act......... 3,471,401 7,177, 7,401, 10,327,457
Other to Income............ 2,366,744 1,120,37 1,279, 1,199, 560
Chsﬂu llectmn of Revenue... ! 2,535,361] 2,405, 2,459, 2,911,228
EOHOB. . i o wis o paiiineses 2,007,887 2,300,43 2,600,525 2,901,817 2,957,087
Soldier and General Land Settlemeat
Administration. ..........cc00nuun. 1,250,787| 1,334,008| 1,441,951 1,362, 1,300,148
Trade and Commerce—
GrﬂnAct Exhibitions, ete..| 4,168,047| 4,015, 4,476,131f 4,804,1 6,585,058
Bounties, Copper Bam. ........... 164,701 82,807 79,200 40, 92,181
Mail Subsidies and Steamship Sub- -
Ventions..........eeiiernnnniennanas 1,008,999 844,501 1,026,375 1,083,437| 1,314,180
Other Expenditures............. —— 4,863,799 6,385,211 7,104,311] 5,054,973| 5,344,739
Unemployment Relief..........o0vevenufienreeennansfes STEISIER) [RRRpRNN [ veee| 4,431,655
Total Ordinary Expenditure....! 319,548,173! 330.16?.9511 350,052,924! 357,779,704 393,002,377
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Expenditures on Capital Account

Parliament, for the fiscal year 1930-31,
appropriated the sum of $33,484,000 for capi-
tal expenditures. In the year $28,222,000 was
actually expended on that account. These
expenditures, for the purpose of convenience,
may be classified under the following heads:
(1) Railways, (2) Canals, (3) Public Works,
and (4) Marine.

Taking first the railways: On this account
over $6,000,000 was disbursed, and of this
amount $2,500,000 was spent on the Prince
Edward Island ferry and terminals, and
$4,137,000 on the Hudson Bay railway and
terminals. The investment in the Hudson
Bay railway and terminals at the end of the
fiscal year amounted to $43,880,000.

The expenditures on canals amounted to
$9,800,000, of which expenditures on the Wel-
land ship canal represented $9,600,000.

The expenditures in connection ‘with Public
Works capital account were largely those

in connection with shipping, although at
Ottawa $2,500,000 was spent on the new Con-
federation building and the National Research
Council laboratories. =~ The expenditure in
connection with the Burlington channel, lake
Ontario, amounted to $1,151,000, wh:le over
$3,000,000 was disbursed in connection with
the lower lake terminals at Prescott, Ex.
penditures of approximately $400,000 in each
case were also made in connection with har-
bour improvements at the head of the great
lakes and at Sorel.

In connection with the capital expendi.
tures of the Marine department, it may be
said that practically all were in connection
with the St. Lawrence ship chaanel, for
$3,464,000 was spent on dredging the channel],
etc, and $400,000 in the construction of
regu]atmg and retaining dams in the St.
Lawrence river below Montreal.

A summary of the capital expenditures for
the past five fiscal years is:

1926-27 1927-28 1928-29 1929-30 1930-31

(000 omitted)
Canals. . $13,846 $13,763 $13,164 $ 9,324 $ 9,846
Railways. . . 2,792 3,592 6,302 6,663 ' 6,367
Public Works. . 2,921 3,281 3,343 . 6,574 12,009
Total.. .. .. . $19,559 $20,636 $22,809 $22,561. $28,222

Special Expenditures

The special expenditures amounted to
$12,358,000. The most important item was
$8,599,000 which represents 30 per cent reduc-
tion in soldiers’ indebtedness to the Soldier
Settlement Board as authorized by chapter
42, Acts 1930: $2,067,000 represents the govern-
ment’s contribution to the civil service super-

—

account of railway grade crossings, and $105,-
000 was the amortized discount on the loan
flotation made in New York in October last.
The other important item was the payment
of $500,000 for civilian war claims—in the
previous fiscal year $6,700,000 was disbursed
on this account.

A summary of these expenditures compared

annuation fund: $639,000 was spent on with previous years is:
1926-27 1927-28 1928-29 1929-30 1930-31

. . (000 omitted)
Adjustment of war claims.. $ 242 $1.861 $ 120 $ 95 $ 111
Cost of loan flotations.. 3,278 13 11 17 193
Miscellaneous charges.. .. 4,537 1,692 2,056 3.027 11,554

Repar 1t10ns, claims for eompcn— ) '

sation. el I 6,700 500
Total.. $8,057 $3,566 $2,187 $9,839 $12,358

Loans and Advances Non-active

The final group of expenditures are those
which are treated as loans and advances, but,
being non-interest producing, are treated as
non-active, charged as expenditures of the
year, and not treated as assets in establish-
ing the net debt of the dominion. In the

{Mr. Bennett.]

year under review the amount advanced was
$5,500,000. Of this $3,491,000 consisted of
loans to the Quebec harbour commissioners,
and $1,826,000 to the Canadian Government
Merchant Marine and the Canadian National
(West Indies) Steamships, this being the
amount required to meet their deficits.
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A comparison of the loans and advances non-active for the past five years is:
1926-27 1927-28 1928-29 1929-30 1930-31
(000 omitted)
Loans to Canadian National
Railways.. . aie SEEel T $10,000 $2,933
Loans to Canadian National
Steamships.. . 427 $ 1,000 $ 758 2,491 $1,827
Loans to Quebec Harbour ‘Com-
missioners. " . 680 1,458 2,888 2,821 3,491
Miscellaneous non-active accounts 26 cens o 17 170
Accounts carried as active assets
transferred to non-active.. 436 16,035 10,000
Total. . $11,569 $18,493 $13,646 $8,262 $5,488
Summary 000, taking demand notes as security. In

Grouping the 1930-31 expenditures together,
it will be observed that total expenditures
amounted to $440,060,657, as compared with
$398,442 247 in the previous year. With re-
spect to these expenditures, it may be said
that for none of them is the present govern-
ment responsible, with the exception of
$4,431,000 for unemployment relief, $681,000
under governor general’s warrants (mainly for
ex-soldiers’ relief), $2,000,000 for the Welland
ship canal, $288,000 for Port Arthur and Fort
William, harbour improvements, and a num-
ber of smaller items included in the supple-
mentary estimates brought down at the end
of March, these amounting to less than
$100,000.

It will be noted that ordinary revenues
were $44 398879 less than ordinary expendi-
tures, and that total revenues.were $83,844,-
358 less than total expenditures. It should
perhaps be noted that $8,599,385 of this deficit
is brought about by the writing down of
soldier land settlement loans advanced in
previous years, so the balance, namely. $75,-
244,973, is really the amount of the deficiency
for the fiscal year period. Minor adjust-
ments have yet to be made before the
accounts are officially closed, but the forego-
ing is anticipated to be within a few thou-
sands of the final balances for the fiscal year
1930-31.

CAPITAL BORROWINGS

The fiscal year under review was marked
by a change in circumstances in respect of
the national debt. For several years there had
been a surplus of revenues over expenditures
which could be applied to maturing obliga-
tions. Such was not the case in the past year.

In January, 1929, the Canadian National
Railways were in need of money for capital
requirements and, as will be recalled, interest
charges were then at abnormal heights. The
government, therefore, between that date and
May, 1930, advanced to the railways $33,000,-

June, 1930, the Canadian Nationa]l Railways
carried out a borrowing operation and re-
paid the dominion &11,839,458, leaving a
balance of $21,160,542 payable to the domin-
ion. On July 1st, with $5,000,000 thus
received, the government repurchased $5,000,~
000 at par of the 4 per cent treasury notes
which were to mature on December 1st, 1930.
This transaction represented a net saving of
$83,000 in interest.

Last autumn, the New York money market
for railway securities was unreceptive, but,
with the company reporting deficits each
month and with large capital undertakings
of the railway proceeding, provision had to
be made for the company’s financial require-
ments. The dominion decided it was in the
public interest to continue the providing of
funds for the Canadian National and in
October sold to a syndicate, headed by the
Chase Securities Corporation and the Bane-
america-Blair Corporation of New York, an
issue of $100.000,000, 4 per cent, thirty year
bonds, but callable at the end of twenty
vears. The amount realized was $93,646,000,
or a cost of approximately 4:38 per -cent.
This rate is the best which has been secured
by the dominion for any long-term financing
since the outbreak of the war, -

The sum of $10,000,000 was immediately
advanced to the railways and before the end
of December a further $15,500,000 was loaned
to the company.

Due to the fact that the requirements of
the railways had made it necessary for the
government to make a large public offering
earlier than had been planned, the domin-
ion did not require to refinance immediately
all of the $45,000,000 of three-year treasury
notes which matured on the 1st of December.
It was found practicable to retire, perma-
nently, the $5,000,000 which had been pur-
chased on the previous first of July, and a
new loan was arranged with a group of Cana-
dian banks. An issue of four per cent two-
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year treasury notes for $40,000,000 was au-
thorized; $13,300,000 was sold on December
1st, 510000000 on January 1st, and the
balance, $16,700,000, on February 15th.

The transfer of the natural resources to the
three prairie provinces during the past fiscal
year vested the responsibility for the adminis-
tration of the school land funds in the three
provincial  governments. The Dominion
Lands Act provides that sections eleven and
twenty-nine in every surveyed township in
Manitoba, Saskatchewan and Alberta, shall
be set aside as an endowment for purposes of
education in those provinces. The act also
provides that all moneys, from time to time,
realized from the sale of such school lands
shall be invested in securities of Canada and
the interest arising therefrom, after deduct-
ing costs of management, shall be paid to the
provinces towards the support of schools
organized and carried on in accordance with
the laws of such province. _

The agreements with the provinces, as rati-
fied at the last general session of parliament,
provided that the transfer of these moneys
might be either by cash of securities. The
amount involved was over $33,000,000.

Until 1917, the fund moneys were carried
in the cash working accounts of the domin-
jon and 3 per cent interest was paid. The
war had greatly altered money values, and
the provinces submitted a request for a higher
rate of interest. This was granted by the
government of the day, on the authority of
an order in council dated June 7th directing
that the moneys, then in the fund, be invested
in 5 per ¢ent debenture issue which had been
created in 1916 and which would mature on
the 1st of October, 1919.

In 1919 the government, by order in council
dated March 12, directed that the moneys
which had accumulated in the interval be in-
vested in the 1916-1919 debenture issue. On
December 1, 1919, an executive direction was
given that the moneys of the fund be in-
vested in debenture stock to mature on
October 1, 1922, The rate was again 5 per
cent.

On September 25, 1922, an order in council
was passed which, after reciting the Decem-
ber 1, 1919, order in council, continued:

In view of the approaching maturity of the
said debenture sbock, the miniater recommends
that authority be given to continue the pay-
ment of interest at the rate of five per cent
per annum on school land funde held from time
to time by the Minister of Finance in trust
for the provinces of Manitoba, Saskatchewan
and Alberta.

No further action was taken and the
records do not disclose the reason. Whatever
may have “een the cause, the fact is that

[Mr. Bennett.]

when the present administration took office
the fund was in the same state as in 1922,
The amount was entered annually in the
public accounts as a liability of the dominion;
five per cent interest was being paid and
there was no dispute as to the amount which
was to be paid, but there were no certifi-
cates which could be transferred to the prov-
inces.

The provinces were consulted to ascertain
whether they desired settlement in cash, or
the transfer of the fund by securities of Can-
ada. It was agreed that, until an arrange-
ment could be made, the dominion would
continue to pay interest at the rate of §
per cent. Early in April last, representatives
of the provinces met with the dominion
and it was arranged that a new debenture
issue would be created for the amount of
the capital account of the fund on the dates
of the transfer of the resources to each of
the provinces. This has been done, and the
provinces receive certificates for the follow-
ing amounts:

Manitoba.. .. .. .. .
Saskatchewan. .. ..
Alberta. .. .

. $ 5919,862 65
17,809,039 00
9,564,569 20

$33,203,470 85

The maturity date is July 1, 1934, and the
interest is at the rate of 5 per cent, payable
half-yearly on the first of July and January.

$25,000,000 MATURITY

While the actual settling of the $25,000,000
loan which had been obtained in New York
in 1916 took place on the first day of the
present fiscal year, might it be pointed out
that the financial operation of last fall pro-
vided the money for that purpose. The loan
was a five per cent issue, while the cost of the
re-financing was at the rate of 4-38 per cent.
This means a saving in the annual interest
charges of $155,000.

1931 CONVERSION LOAN

The only funded debt to be refinanced in
the present fiscal year is the $52,929,600
falling due on October 1, and the success
of the conversion loan recently completed
leaves less than 15 millions to be refinanced
At the present moment it would appear that
this can most profitably be done by the use
of treasury bills. -
~ The debt conversion operation, which com-
menced on May 11 last, does not properly
belong to a review of the financial operations
of the last fiscal year, but it is a matter of
general interest at the present time. The
basis was: in exchange for bonds maturing
in 1931, 1932, 1933 and 1934, new securities
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were given, bearing interest at the rate of
4} per cent per annum, and maturing twenty-
five years after the due date of the bonds
surrendered for conversion, the dominion hav-
ing the right to redeem after fifteen years.
The holder was, naturally, guaranteed all the
benefits, including difference in interest rate,
associated with his old bond to the date of
its maturity. The first offer to the public was
for $250,000,000. The success of the operation
was assured at the close of business on the first
day, and it became necessary to increase the
amount the government was prepared to
accept for conversion. The subscription
books remained open until the advertised
closing date, Saturday, May 23. It was a
remarkable success, it being estimated
approximately 640 millions were converted.
Until all adjustments are made and the
overseas subscriptions actually delivered to
the department, a final statement cannot be
presented, but at the moment the report is:

Amount
) Total Surrendered
Year of Amount for
Maturity of Loan Conversion
1931.. .. .. § 52920600 $ 38762500
1932, . 73.323,150 37.011,400
1933. . 446.659 950 272,980,100
1034. . 511,910,650 278,703,500
$1.084.823,350  $627,466,500
Not yot dis-
tributed as
to maturity. 12,350,000

$639,816,500

The dominion sponsored the conversion
operation and paid a commission of one-half
of one per cent, except on conversions of
bonds maturing on October 1st, 1931. No
commission was paid to any one for the $38-
000,000 of bonds of this issue whxch were
surrendered for conversion.

RAILWAYS, STEAMSHIPS, AND HARBOUR COM-
MISSIONS

The financial provision which it was neces-
sary to make in the fiscal year for the Cana-
dian National Railways and Steamships, and
the various harbour commissions, reached im-
portant dimensions. So far as capital ex-
penditures are concerned, they represent the
carrying out of the extemsive programs of
construction approved by parliament in
previous sessions, and where payments have

been required for operating deficits, the
amounts naturally reflect the unfavourable
situation.

Canadian National Railways

The accounts of the Canadian National
Railways for 1930 have been presented to the
house. The company failed to ecarn its fixed
charges to the public by $29219738. This
figure is exclusive of the operations of the
eastern lines of the accruing interest on the
cash advances of $604.000,000 which the gov-
ernment has made to the company in previous
years.

The deficit on the system, exclusive of east-
ern lines, was financed by the company and
is not reflected in the government accounts
for this year.

The general budget of the railways for 1930,
which included provision for deficit, general
additions and betterments and miscellaneous
debt retirements, amounted to £63,010,40085,
of which 851,600.000 was authorized at the
1930 scssion and the balance, $11,410,400 85
was passed at the present session as a supple-
mentary provision to cover over-expenditure
due to the unanticipated falling-of in
receipts. In respect of these requirements,
eunaranteed bonds to the amount of $51,600.-
000 were issued and the sum of 21141000085
has been financed temporarily by a bank
loan.

The expenditures just referred to do not
include those incurred on branch lines and
terminals authorized by special statutes. For
these purposes the actual expenditures in 1930
amounted to $21,112,073, financed from the
proceeds of guaranteed bonds. The total
amount of bonds issued in the past fiscal year
for these purposes was 832,577,779, a sub-
stantial amount having been provided for ex-
penditures on these accounts in 1931.

For the purposes mentioned above and to
refund certain maturing and temporary loans,
the company issued $120,000,000 of securities
in the period of our fiscal year to which the
guarantee of the government, in accordance
with the authorization of parliament, was
given. An issue of $50,000,000 43 per cent
25-year bonds was sold in June, 1930, and an
issue of $70,000,000 44 per cent 25-year bonds
was sold in February, 1931.

The following statement summarizes the
purposes for which these issues were made
and the total amount of securities issued in
each case:
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Canadian National Railway Company
Guaranteed Bond Issues, 1930-31
Authority Sceurities Issued
Railway loan appropriation, 1930 budget.. .. $ 51,600,000 00
Special Projects—

Branch lines construction:
Special aots, 1927-30 program.. .. .. .. ..
Special acts, 1929-32 program.. .. .. .. ..
Toronto Terminals Railway Aect.. .. .. ..
(lan. National Montreal Terminals Act..
Northern Alberta Railways Act.. .. .. ..
St. John & Quebec railway acquisition.. ..

Refunding—

Temporary loan, railway loan appropriation,
1929 budget.. .. .o cv cv ce v v e en e
Can. National (Central Vermont) Financing
Act, 1930.. .. .. ti e e e i e e e e
Can. National Refunding Aet, 1930.. .. .. ..

As in former years the company financed
the purchase of new equipment to the extent
of seventy-five per cent of the cost thereof,
by the sale of equipment trust certificates not
guaranteed by the Dominion government. An
issue, authorized in June, 1930, of $15,750,000
4} per cent certificates was made for this

purpose.
Canadian National Steamships.

The operating loss on the Canadian Gov-
ernment Merchant Marine, Ltd., 1930, involved
a cash payment by the government of $834,-
210.89. We were also called upon to advance
$992,730.62 to the Canadian National (West
Indies) Steamships, Ltd., this amount being
the cash deficit resulting from the 1930 oper-
ations of the company after absorbing the
contributions made by the colonies under the
West Indies trade agreement towards the
cost of the service. The sum advanced does
not, however, represent the whole cost of
this service which, including depreciation,
amounted to $1,362,655 in 1930. The operation
of these two organizations in 1930 resulted in
a charge of $1,826,941.51 on the government
accounts for the year.

Harbour Commissions.

Advances to harbour commissions on capital
account for the development of port and
terminal facilities, totalled $15,606,600. The
following statement shows the amount ad-
vanced in 1930-31 to each of the commis-
sions:

[Mr. Bennett.]

& 226.166 83
13,524,749 04
3.650,000 00 L
12,300,000 00
1.589.904 62
1,286,959 00
_———— 32.577.779 40
$ 7,171,181 67
8.609.000 00
20,042,038 84
—_— 35.822.220 51
$120,000,000 00
Advances, 1930-31
Chicoutimi.. .. .. .. .. § 846.000 00
Halifax.. .. .. .. .. .. 3.539.000 00
Montreal.. .. .. .. .. 2291000 00
Quebec.. .. .. .. .. .. 3.491.000 00
8t. John.. .. .. .. .. 1,004,000 00
Three Rivers.. .. .. .. 1.543.000 00
Vancouver.. .. 2,802.000 00

$15,606,600 00

In July, 1930, the sale was made of a further
$500,000 5 per cent guaranteed bonds of the
harbour commissioners of Montreal for pur-
poses of the Montreal harbour bridge, bring-
ing the outstanding debt for this project to
£19.000,000. The revenues of the bridge in
1930 were not adequate to mect the interest
charges and, consequently, on November 1,
1930, the government was called upon to
implement its guarantee to the extent of
providing $170,000.

CANADIAN FARM LOAN ROARD

During the year, the government advanced
$2,600,000 to the Canadian Farm Loan Board,
being the balance of the 35,000,000 initis!
capital which the act provided that the gov-
ernment should supply for the operations of
the board. Subscriptions to capital stock .of
the board under the terms of the scheme, in-
volved a further pavment of £199.839. Apart
from the initial capital subscribed by the
dominion government and capital stock sub-
seriptions made by the dominion and pro-
vincial governments and the borrowers, re-
spectively, the board is to be ﬁnnnced.b)' the
issue of farm loan bonds to be sold either to
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the public or to the Minister of Finance. In
view of the difficulties at the moment of secur-
ing a favourable market reception for farm
loan securities, the government has under-
taken to purchase on a 5 per cent basis farm
loan bonds to finance the 1931 operations of
the board. The amount of bonds purchased

Receipts—

Cash balances in banks, March 31, 1930.. ..

Loans and advances repaid:
Canadian National Ra&lways

loan.. .. .

Provincial Houqmg Loans. .
Government of Greece.. .. ..
Soldier Settlement Lo'ana.. i

temporary

Loan Accounts Receipts:
4 per cent 1930- 60 New Yorl. Loan pro-
ceeds.
School Lands debent.ure Stock. .

Annuities, Insurance and Superannuation
Funds—net aceretion.. % W A

Miscellaneous Accounts.. .. ..

Revenues for year 1930-31..

Payments—

Reduction in Liabilities:

Post Office Savings Bank withdrawals..

Post Office Money Orders, ete., redeemed..

4 per cent Treasury Notes redeemed.. ..

Bonds and Stocks acquired for ainkling
funds.. . ..

Overdue bornds and stocka redeemed

Overdue coupons redeemed.. .. .

Payments on Active Asset Accounts:
Bonds acquired and held.. .. .
Loans to Harbour Commissioners.. .. ..
Loans to Canadian Farm Loan Board. v e
Bullion and Specie, increase in surplus held.
Ottawa Mint Bullion advance account.. ..

Expenditures 1930-31, exclusive of $8,599,385
Soldier Settlefment Loans written off:. ..
Cash balances in banks, March 31, 1931..

prior to the end of the fiscal year was $300,- -
000, bringing the total capital furnished by
the government to the board in the year, to
$3,099,839.

The transactions involved in the year’s
operations are now summarized in the con-
densed .cash statement which follows:

$ 27,991,507 06
$21,060,541 78
639,515 00
225,000 00
285,904 06

22,210,960 84
93,646,000 00
509,000 00

94,155,000 00

9,835,077 39

533,639 93

356,216,299 00

$510,942,574 22
$ 1,335,809 06
956,419 94

5,000,000 00 -

3,673,666 19
203,874 50
425,395 16

$11,595,164 85
1,034,805 56
12,115,600 00
3,099,839 00
5,090,776 58
1,947,206 82

e 23,288,227 96

431,461,272 00

44,597,909 41

$510,942,574 22

BALANCE SHEET

The assets and liabilities of the Dominion
are set out in the balance sheet published in
the public accounts: active assets compris-
* ing cash balances and specie accounts; loans
and advances that are realizable or income-
producing, and other miscellaneous accounts.
These assets are taken as an offset against
the gross liabilities of the dominion in arriv~’
ing at the net debt. The balance sheet also

sets out non-active assets that are not con-
sidered as an offset against the gross liabili-
ties, as they represent loans and advances that
are neither realizable nor income-producing
and the large capital expenditures made on
government-owned properties. Taking first
the active assets, the statement is, and I
think the house will be somewhat interested
in this statement of our assets that are re-
garded ms having value:
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Active Assets on March 31, 1931

Cash balances in banks.. .. «. +o «o 22 os .o
Specie Reserve.. . e e

Advances to Banks undem Funance Act.. .. .2

Loans to Provinces for Housing..
Loans to Foreign Governments:
Greece.. «v oo oo o0 oo o0 oo s

Roumanm.. S
Loans to Harbour Commissioners:
Chicoutimi.. .. .. +v v4 vt ve o0 2s oo s
Balbax: . oo ew sooai i o w eeas e i
Mondtenlsc o o 0 i oh as wn Do g o8
St.John.. .. ..ttt ih e e e e ee .
Vancouver.. .. .. .o 2o oo oo o0 s o4 a4
Three Rivers.. .. .. «v vv co ve as 22 s
Canadian Farm Loan Board.. A
Soldier and General Land Settiement.. ,

Seed Grain and Relief Advances..

$44,597,009 41

$ 81,457,889 05
6,500,000 00
— 87,057,889 05
10,671,687 72

6,640,000 00 -
23,969,720 00
—_— 30,609,720 00

2,161,000 00
4,841,000 00
55,977,000 00
3,407,000 00
20,607,900 00
1,679,600 00
———— 88,673,500 00
5,608,862 00
48,150,885 44
2,426,508 29

For seed grain and relief advances this amount only is being carried as an active

asset.

Advances for working capital and
Miscellaneous—
Advances to Royal Mint.. .. P

Canadian Government Rallways, Ofpen nnd

Stores Accounts.. .. .. S e
Miscellaneous Advances, ete. .

Unamortized dlaoounrb on 4 per " cent loa.n,

1930/60.. .. . w e e s

$ 4,221,401 34

15,748,921 60
4,265,215 87
6,248,100 00

—_— $30,483,638 81

$349,180,600 72

I shall now make, as I think it is desirable,
a short statement with respect to each of
these items in the statement of active assets
that I have just placed on Hansard.

Cash balance in banks.

Cash balance in banks, $44500,000 is the
amount of cash at the credit of the Receiver
General in the several banks at the close of
the fiscal year. Of the amount $25,000,000
was paid out on April 1, 1931, to retire the
5 per cent Public Service Loan which matured
in New York on that date.

Specie Reserve.

Specie Reserve is the gold held by the
Department of Finance as security for Domin-
ion Notes in circulation and Post Office Sav-
ings Bank deposits. At the end of the year
there was $81,000,000, an increase of $15,000,000
for the year.

Advances to banks under the Finance Act.

Advances to banks under the Finance Act,
amounting to $6,500,000, are made by issue
of Dominion Notes against approved securi-
ties deposited by the banks with the depart-
ment as collateral,

[Mr. Bennett.]

Loans to Provinces for erection of houses,

Under authority of appropriations granted in
1919 and 1920 advances were made to the
provincial governments to encourage the
erection of dwelling houses throughout
Canada. The loans were repayable within
twenty years and carried interest at the rate
of five per cent per annum. Advances to
the amount of $23,500,000 were made. Re-
payments received have reduced this teo
$10,600,000 on ‘March 31, 1931, made up as
follows:

British Columbla. ..$ 1,701,500

a8 as s

Manitoba. . S W Ve @ 1,475,000
New Brunswick.. .. .. o ve oo oo 1,057,000
Nova Scotia.. -+ «v «v v2 «v «. .. 1,017,000
Ontario. . ¥ Ya PRI
Prince Edward Island.. g 36,500
Quebec.. .. .. .. .. .. .. .. .. 5,384,088

$10,671,688

Loans to Foreign Governments.

Following the termination of the Great war,
the Dominion government made available to
certain foreign governments credits for the
purchase of Canadian products. A number of
the countries that took advantage of these
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credits have already repaid the amounts ad-
vanced. There is still $6,600,000 owing by
the government of Greece, and $23,900,000
by the government of Roumania. Arrange-
ments were made with the government of
Greece in 1924 which provided for semi-
annual payments on account of principal so
that the debt will be retired by 1948. Interest
at 5 per cent and redemption payments have
been made when due.

The Roumanian debt was funded in 1922
on a 4 per cent basis, and since then interest
has been paid regularly. These bonds mature
on April 1, 1968, and a provision is made for
a sinking fund to redeem them on or before
the due date.

Loans to Harbour Commissioners.

Prior to 1921 the policy had been to provide
for necessary harbour improvements by direct
government expenditures, except at the ports
of Montreal and Quebec to which the funds
required were loaned by the government. In
1921 the harbour commission of Vancouver
was added to those receiving aid by way of
loans. Harbour commissions at Chicoutimi,
Halifax, St. John and Three Rivers have since
been added to the list. The amount which
had been so loaned is carried as an active
asset, and reached the figure of $88,600,000 on
March 31, 1931. This is exclusive of advance
to the Quebec Harbour Commission which is
carried as a non-active asset.

Canadian Farm Loan Board.

The financial requirements of the Canadian
Farm Loan Board have been met from the
federal treasury and the board has, so far
received $5,600,000. This is made up of
85,060,000 of initial capital and advances;
$250,000 in subscriptions to capital stock, and
$300,000 in purchase of farm loan bonds.

Soldier and general land Settlement.

The Soldier Land Settlement Act of 1919
provided for the granting of financial assist-
ance by way of loans to returned soldiers who
were desirous of settling on the land. Up

to the 3lst of March, 1931, loans to the
amount of $116,500,000 were granted, against
which $32,800,000 has been realized. As the
major portion of the advances was made at a
period of inflated values it became necessary
to afford measures of relief. Accordingly in
1925, 1927 and 1930 the Soldier Land Settle-
ment Act was amended to provide for re-
duction in the amounts of loans outstanding
to settlers. As a result of these amendments
$18,900,000 has been written off to Con-
solidated Fund.

Substantial losses have been experienced in
resale of farms, stock and equipment that
reverted to the board. To provide for these
losses $16,600,000 has been transferred to non-
active assets. There is left $48,200,000 as an
active asset out of a net capital investment of
$83,700,000.

Seed Grain and Relief Advances.

Advances for seed grain and relief have
been made from time to time to needy settlers
in western Canada. These advances are re-
payable with interest, and, on March 31, 1931,
$2,400,000 was carried in the account as
realizable,

Advances for Working Capital and Mis-

cellaneous,

The remaining assets carried as active total
$30,400,000 under the general heading of ad-
vances for working capital and miscellaneous.
The chief items under this category are
amounts advanced to the Ottawa Mint for
purchase of precious metals, the stores and
open accounts of the Canadian Government
Railways (now entrusted to the Canadian
National Railways for operation) and the
unamortized discount on the 4 per cent 1930-
60 loan sold at a substantial discount, which
will be absorbed over the life of the loan by
annual charges to income.

LIABILITIES

The liabilities of the Dominion as of March
31, 1931, may be summarized as follows:

Liabilities of Dominion on March 31, 1931

Dominion Notes Outstanding.. ..

Bank Circulation Redemption Fund..

Insurance and Superaunnuation Funds:
Government Annuities. Wl
Insurance Fund, Civil Service.. .. ..
Insurance Fund Returned Soldlers.. s
Retirement Fund.. S BE R
Superannuation Funds.. ..

..$ 141,066,256 69
; 6,788,162 46

..$23,306,954 65
6,373,647 19
9,249,236 10
6,271,610 87

. 35,056,489 12
_— 80,257,937 93
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Liabilities of Dominion on March 31, 1931— Concluded.

Trust Funds:
Indian Funds.. ..
Common School Funds
Contractors’ Securities Depomts
Other Trust Funds..

Contingent and Special Funds.

Post Office Money Orders, Posts.il. Notca, etc, nutstzmdmg

Province Accounts.. ..
Post Office Savings Bank depomts
Funded Debt—Unmatured. .

Matured but not ; plesented for payment

Interest coupons matured but not presented for payment.

Total liabilities. .

..$13,764,581 06
2.668,449 17

. LT712,817 35
. 2,473,324 90
_ 20,619,172 48
1,285,406 40
4,135,347 92
9.623,818 77
VR TR ek 24,750,226 97
: $2,319,279,007 20
555,882 04

2,319.834,889 24
2,427,700 58

..$2,610,788,517 44

It may be well to make a brief explanation
of these items. I may say, Mr. Speaker, that
part of this labour is taken because this is a
new parliament and there are a large number
of young members who seem to take con-
siderable interest in the financial structure
of the country. Therefore I thought it de-
sirable that they might have this record of
the position as it existed on the 3lst March,
1931. Although this has involved a very
considerable amount of labour, I think they
will regard the information thus afforded as
being of value to them when they are con-
sidering. the public questions of the country.

Dominion Notes Outstanding

At the close of the fiscal year, dominion
notes in circulation amounted to $141,000-
000. This is a reduction of $33,000,000 in the
amount of notes outstanding at the com-
mencement of the year. The decrease is
more than accounted for by the reduced
demands of the banks for notes under the
Finance Act, which dropped from $50,200,000
at the commencement of the year to $6,500,-
000 on March 31, 1931. During the same
period, the gold held as security for the re-
demption of the notes increased from $63,-
000,000 to 880,000,000, so that, while on March
31, 1930, gold reserves represented 36:30 per
cent of the total notes in circulation, this
percentage was increased to 56:90 per cent on
March 31, 1931.

Trust and Special Funds

Each year the Dominion government derives
a substantial amount of receipts from trust
and special funds. These funds are not ear-
marked In any way, but are deposited in the
general cash fund and are used to meet. the
current financial requirements of the govern-
ment. These deposits create a liability which
the government will be required to meet by

[Mr. Bennett.]

future disbursements. During the past year
the treasury received a net amount of $10-
000,000 from these sources. The amounts
standing at the credit of these accounts on
March 31, 1931, were:

Bank Circulation Redemption Fund $ 6,788,000
Government Annuities, Insurance

and Superannuation, Funds, 80,257,000
Trust Funds.. .. ; 20,819,000
Contingent and Speeml funds. . 1,285,000
Post Office, Money Orders, Postal

Notes, etc., outstanding.. 4,135,000

—_—

$113,084,000

Province Accounts

In the dominion books, a liability of $9.-
623,000 is carried representing the capital debt
assumed by the dominion when the provinces
entered confederation in respect of the assets
taken over, The obligation is discharged by
annual interest payments forming part of the
subsidies.

Post Office Savings Bank Deposits

Deposits in the post office savings banks
have continued to decrease. The reduction
for the year amounted to $1,300,000, leaving
deposits of $24,750,000 on March 31, 1931.

Matured Funded Debt and Interest Unpaid

As at March 3lst, our accounts carried as a
liability $555,000 for unpresented matured
bonds and $2,400,000 for matured coupons
outstanding.

Unmatured Funded Debt

The unmatured funded debt on March 31,
1931, was $2,319,000,000. This shows an in-
crease of $92,000,000 compared with the debt
on March 31, 1930, but in the issue that was
floated in New York last October, provision
was made for the retirement of the $25,000-
000, 5 per cent public service loan which
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matured on April 1, 1931, after the end of
the fiscal year. When allowance is made for
this retirement, the increase is reduced ta
$67,000,000,

Sinking Fund

Pravision is made for a sinking fund con-
tribution of one-half of 1 per cent per annum
on $254,000,000 of sterling debt payable in
London.

The annual contribution of $1,272,263.57,
together with the interest derived from the
bonds and stocks held, are invested each
year by the Bank of Montreal, London,
acting as fiscal agent for the government.
There is no sinking fund provision for the
remaining $57,215,000 of sterling debt out-

standing. The tota] investments on aecount
of sinking funds on March 31, 1931, was $59,-
700,000, of which $3,670,000 was purchased
during last year.

After the three 5 per cent domestic war
loans were issued in the years 1915 to 1917,
a sinking fund of one-half of 1 per cent per
annum was authorized by the governor in
council. Certain investments were made on
account of this sinking fund but purchases
were discontinued when the bonds sold above
par. No sinking fund provision has been
made for the remaining domestic issues nor
for the issues made in New York.

A statement showing the unmatured funded
debt and the annual interest charges thereon
follows:

—_—

Date Where Amount Amount
of Name of Loan Rate Payable of Loan Interest
Maturity Charges
% $ cts $ ota.
1931—April 1...[|Public Service Loan 1916.. 12 New York........ 25,000,000 00 1,250,000 0D
Oct. 1...War Loan 1916-31......... anada........... 52,929,600 00 2,048,480 00
1933—Nov. 1.../|Renewsal Loan 1922, .- 5% [Canada........... 78,323,150 00 4,032,773 26
Dee. 1.../Two Year Notes... 4 |Capada........... 40, 000,000 00 1,600,000 0D
1933—Nov. 1...[Victory Loan 1918.. # {53 |Canada........... 446,659,950 00 24,566,207 25
1934—June 1...|Loanof 1884.............. 34 |London........... 23,467,208 27 821,352 22
Nov. 1...[Victory Loan 1919......... 54 |(Canada........... 511,910,650 00 28,155,085 75
1935—Aug. 1...[Bond n 1915-35........ {5 |Canada and N.Y. 874,000 00 43,700 00
1936—Feb. 1...|Loan of 1926-36........... 4} |New York........ 40,000 000 00 1,800,000 00
1937—Mar. 1...|War Loan 1917-37......... t5 |Canada and N.Y. 90,166,800 00 4,508,345 00
Deae, 1...[Victory Loan 1917......... 154 JCanada.... eeeene.| 236,209,800 00 12,966,489 00
1038—July 1...|Loanof 1888.............. 3 8,071,230 16 249,136 90
Ju 1...|Loanof 1802.............. 18,250,000 00 547,500 00
July 1...|Loanof 1804.............. 10, 850, 000 00 328, 500 00
July 1...|C.P.R. Loan.............. 15,056,006 66 526,960 23
1940—Sept. 1...|Refunding Loan 1925...... 75,000,000 00 3,375,000 00
1943—Oct. 13...|Refunding Loan 1923...... 147,000,100 00 7,350,005 00
19044—0ct. 15...|Refunding Loan 1924...... 50,000, 000 00 2,250,000 00
1946—Feb. 1...|Refunding Loan 1926...... 45,000,000 00 2,025,000 00
1947—Oct. 1...|Loanof 1807...... .. 4,888,185 64 122,204 64
1950—July 1...|Loan of 1930-50.. 137,058,841 00 4,797,059 43
1952—May 1...|Loan of 1942-52,, 100, 000, 000 00 5,000,000 00
1960—Oct. 1...|Loan of 1940-80........... 93,926, 668 66 8,767,086 67
Oct. 1...|Loan of 1930-60........... lU0.0M.Wﬂ 00 4.000.000 00
Demand......... Dabenture Stock School
Lands. oo eaiivivsies 33,129,000 00 1,658,450 00
2,378,961,286 39 | 118,398,405 34
Payablein Canada.........ouvueeivieineneresnnssncnsssrsnssssassnnnens $ 1,711,252,250 00
Payable in Canada apd New York........... B 01,040,900 00
Payablein New York........ooooiviiiiiiiiinnnnnnes S iEE . 265,000,000 00
Payabledn London. iiisisisiaisciriors i issitsisdeserinarenias 311,668,136 39
$ 2,378,961,286 39
Less Bonds and Stocks of the above Loans held as Sinking Funds. . 59,764,439 00
{Tax Free. $ 2,319,196,847 39
22110—137
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Of the funded debt 13.10 per cent is pay-
able in London; 11.14 per cent in New York;
3.83 per cent in either New York or Canada,
and 71.93 per cent in Canada. The following
summary sets out the amount of debt out-
standing at the different interest rates:

$ 4.888.185 64 at 24% .. ..$ 122.204 64
37.271.230 16 at 3 % . 1,118,136 90
175.582.053 93 at 331% 6.145,371 89
233.926.666 66 at 4 % 9,357,066 66
210,000,000 00 at 43% 9,450,000 00
449,099,600 00 at 5 % 22.454 980 00
1,268,193,550 00 at 53% 69,750,645 25

$2,378.961,286 39 $118,398,4b5 34

NON-ACTIVE ASSETS

The gross liabilities of the Dominion on
March 31, 1931, were $2,610,700,000 as against
which there were active assets of $349,180,000,
to which reference has been made. The differ-
ence $2.261600,000, commonly referred to as
the net debt, but which is really the net debit
balance in the accounts, is briefly accounted
for under three heads.

_ First, there are loans and advances made
for various enterprises which are not pre-
sently realizable, yield no direct return to the

treasury, and in the presentation of the
accounts are treated as losses. These tota]
$673,000,000, the chief of which are $614,000,
000 to the Canadlan National Railways, $15-
500,000 to the Canadian National Steamships,
$24,400,000 to the Quebec harbour commission
and $16,600,000 soldier land settlement loans,

The second division is comprised of the
aggregate of capital expenditures made on
canals, railways, public buildings and harbour
and river improvements, which total $927.
300,000. Another item of $88,000,000 is shown
as “Railway Accounts (Old)”, which refers to
railway capital expenditures made in the early
history of the country, the fruits of which
were by legislation transferred to certain rail-
way companies, hon. members will recall the
transaction with respect to them during the
Grmand Trunk arbitration.

Then there is the balance of $572,500,000 at
debit of consolidated fund on March 31,
1931. This is the accumulated deficits since
the commencement of the accounts, or since
confederation. All expenditures arising out
of the world war have been absorbed in this
balance. A tabulation of the non-active assets
follows:

Non-Active Assets on March 31, 1931

Canadian National Railways.. ..
Canadian National Steamships.. .
Harbour Commissioners:

Quebec.

Montreal and Three Rivers. .

Seed Grain and Relief Advances..
Soldier and General Land Sett}ement
Miscellaneous Advances, etc. .
Capital Accounts:

Canals, .

Rnllwws

Public Buﬂdmrrs‘, Harbnur and Rwer Improvements

Military I’ropertv and Stores..
Territorial Accounts..

Railway Accounts (old).

Consolidated Fund, bal'mce at deblt of March 31 1931

Net Debt March 31, 1931.. .. .

..$ 614,406,239 42
15,550,748 55

. $24,429,995 68
251,760° 97
24,681,756 65
1,128,829 50
16,648,957 95
995,678 82

. .$233,782,788 90
.. 435,687,262 93
. 235,898,706 71
.. 12,035.420 50
.. 9,805,947 68
—————— 927,300,126 72
88,398,828 78
572,497,150 33

. $2,261,608,316 72

INDIRECT OBLIGATIONS OF THE DOMINION

Hon. members will recall I spoke of obli-
gations direct and indirect. Having dealt
with the balance-sheet position of the domin-
ion, its direct liabilities and the liquid and
income-producing assets offsetting these in
part, there remain for consideration the con-
tingent or indirect liabilities. As at March

[Mr. Bennett.]

31, 1931, these indirect liabilities, as represented
by securities guaranteed by the dominion
outstanding in the hands of the publie,
amounted to $954,892,779. If to this figure
there be added that part of the funded debt of
the Canadian National Railways which does
not bear a dominion government guarantee,
a total of $1,268,748,433 is reached, accounted
for as follows:—
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Sccurities Guaranteed by the Dominion Government:
Harbour Commissions

Montreal Harbour Bridge. . ..$19.000.000
New Woestminster Elev ator o 700.000
St. John Harvbour Impl‘ovements. . 2.135.118

; —_—— % 21.835.118
Canadian National (West Indies) Steam MhlpS oie  wiE e DR IGEC W R WL 9.450.000
Canadian National Railways.. .. .. R TR 023.657.661

Total Securities guaranteed by Dominion.
Canadian National Railway Debt not gu'uanteed

. wn e 8 954892779
by Domlmon — hut for which

of course we are liable—otherwise the property would cease to fune-

tion—

Guaranteed by provinces. 72.184.488

Ungnaranteed debt—
Perpetual debenture stock.. .. v mie wm, i wis e e e W 63.240.571
Mortzage bonds and  debenture Stock .. e e : 88.608.374
Other miscelluneous indebtedness. . 7.480.621
Equipment trust notes & certificates. . 82,341,600

Total of which $1,237

,013,315 is Canadian National Debt to the publie. .

.. $1,268,748.433

The operation of the Canadian National
Railways as an amalgamated unit dates from
1923. In January of that year, the former
administration, by order in council, declared
the preference and common stock of the
Grand Trunk Railway Company of Canada
to be the property of the Minister of Finance
in trust for His Majesty and thereupon the
amalgamation of the Grand Trunk with the
Canadian National took place. It may be
well for us to examine briefly the results of
these eight years of operation, having regard
particularly to their association with and re-
flex upon the dominion’s financial position.

The period has been one in which a large
sum of money has been made available to the
system for capital investment, and there has
been a corresponding increase in the debt
of the company. In eight years some 400
millions of dollars have been added to the
Canadian National Railways investment
account for the construction and acquisition of
lines, for terminals, hotels, new equipment,
etc. This increase in debt has resulted in
an addition to the annual interest charges
on the system of almost 20 millions of dollars
or about 55 per cent, so that when we consider
the result of operations over the period, we
must have in mind, on the one hand, the
advantages expected to accrue from the
assumption of a heavy additional obligation
and, as an offsetting factor, the annual carry-
ing charges resulting therefrom.

The balance sheet of the Canadian National
Railways, through the profit and loss account
indicates a loss in the eight-yvear period of
346 millions of dollars. The first and largest
item making up this loss consists of 253
millions of dollars charged in the railway

22110--137}

accounts—but not paid—as interest on the
sum of 604 millions of dollars of direct assist-/
ance by way of cash loans which the gov-.
ernment has given to the company. As
between the government and the system, this
is only a bookkeeping item. The actual burden
of this liability was taken over by the domin-
ion and has been carried by the taﬂcqpayersf
of the country.

The balance of the loss, totalling 393000000 :
is made up of $86,000,000, being the actual
deficiency of earnings in the eight-year period
after charging interest due the public, but
leaving aside the interest due the govern-
ment, and $7,000,000 representing the net debit
of adjustments through profit and loss account.
These figures leave out of consideration the'
operations of the eastern lines since the
passing of the Maritime Freight Rates Act
in July, 1927, from which date the government
has contributed directly to operating losses
on these lines, apart from the 20 per cent re-
duction in tolls, the sum of $17,500,000.

The situation, therefore, is that since 1923
an additional capital liability of 400 millions
of dollars has been assumed in respect of the
railways, involving an increase in the annual
interest charge of 20 millions of dollars. The
system has failed to earn its interest charges
during the period by a round sum of 86
millions, and the government has itself borne
the carrying charges in respect of 604 millions
of dollars contributed direct to the system,
as well as, since 1927, operating losses of
$17,500,000 on eastern lines. _

It is well known and fully realized that the
difficulties of transportation systems are not:
unique to Canada or to the Canadian-owned
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system. To realize that in 1930 the gross
revenues of the system were less than in the
year 1923, notwithstanding the addition of
400 millions of dollars to the investment in

the property, serves only to impress the
seriousness of the problem. _
The following is a statement of these
indirect obligations:

Bonds Guaranteed by Dominion Government as at March 31, 1931

Interest
Date of Maturity Issue Rate
%
: _ $§ cts.
Sept. 1, 1934............ Canadian Northern..............cooiiiiiiiiiinn... 4 17,060,033 33
Feb. 15, 1935............ Canadian Northern.........ooviiiiiinrnnnnennnn. 41 17,000,000 00
Sept. 1, 1936............ Grand Trunk.. ... ..o, 6 25,000,000 00
Oct. 1, 1940............ ETRad TR onoeinanen v s iaessmay 5o R 7 24,743,000 00
Dec. 1, 1940............ Canadian Northern........covviiiiiiinininninnnn. 7 24,793,000 00
July 1, 1946............ Canadian Northern............c.cooiivviniinnnnn.... 6} 25,000,000 00
April 1, 1948............ New Westminster Harbour Comm.............. s 43 700,000 00
Aug. 1, 1952............ St. John Harbour Comm........cvvvviinineeennnnnn. 5 667,953 04
July 10, 19533............ Canadian Northern..... T VA 3 9,359,996 72
Teb. 1, 1954............ Canadian National..........oooviiiiiiiinii .., 5 50,000,000 00
Sept. 15,1954, ......0000s Canadian National......c..cvvevvniiiiniininninaess 4} 26,000,000 00
Mar. 1, 1955............ Canadian National (West Indies) Stps............... 5 9,400,000 00
June 15, 1955............ Canadian National..............coiiiiiiiiiinninnnn. 4% 50,000, 000 00
‘eb. 1, 1956............ Canadian National........ooviiininiiiinniiinnnns. 41 70,000,000 00
July 1, 1957........ ....|Canadian National..............ocoiviiiiiiiiiiinn. 4} 65,000,000 00
July 20, 1958............ Canadian Northern.........cooiiiiiiiiiiniiiinnnnn. 33 7,896,564 81
May 4, 1960............ Can. Nor:Alberta.. iocoiiviivivisiidaivasivinvie s 3% 3,149,998 66
May 19, 1961............ Can. Nor. Ontario. .......ovueeireeeineanrennnnennn. 34 34,229,996 87
Jan. 1, 1962............ Grand Trunk Pacific..ccoviiereninnnienennnnnnennes 3 34,992,000 00
Jan, 1, 1962............ Grand Trunk Pacific...c.ccovvievrieiiinerenennnnss 4 8,440,848 00
Dec. 1, 1968............ Canadian National.........ovviiiiiiiiiiiiiininnnnns 43 35,000,000 00
July 1, 1969............ Canadian National.........ooviiiiiiiiiiiiiiennennn 5 60, 000,000 00
Qet. 1, 1969............ Canadian National...........ooiiiiiiiirennnnnnnnn. 5 60,000,000 00
Nov. 1, 1969............ Harhour Comm. of Montreal..........o0ovveveennnn.. 5 19,000,000 00
Feb. 1, 1970............ Canadinn NABDIBL. ..« e v e s s s 5 18,000,000 00
By tenders or drawings. .. |Canadian National..........cooviiniiniinninnnnna.ns 2 30,534,780 67
Various dates, 1932-54.....|City of Saint John Debs. assumed by Saint John Har-
bour Commissioners. ....c.ovvverreneernnensoneeens various 1,467,164 96
Berial—
Feb. and Aug. 1, 1931-
. R — Canadian National Equipment “G"................ 5 11,250,000 00
Perpetual................. Grand Trunk Guaranteed Stoek..................... 4 60,833,333 33
R Tt s Grand Trunk Debenture Stock...................... 5 20,782,491 67
A Great Westera Debenture Stoek.......oooovvvvnnn... 5 13,252,322 67
T Grand Trunk Debenture Stock....... .............. 4 119,839,014 33
T Northern Ry. of Canada Debenture Stock........... 4 1,499,979 67
954,892,778 73

Now, Mr. Speaker, at this point I should
like to point out that there is a tendency on
the part of the press supporting hon. gentle-
men opposite to allege that the government
13 opposed to the Canadian Nationa] Rail-
ways. May I venture to declare that no
man is a good Canadian who does not take
time to study and realize the extent of the
obligations which are being laid upon this
country by this parliament. The Canadian
National Railways’ management cannot be
charged with responsibility for this. The
Canadian National Railways Act provides
that the governor in council takes the position
of shareholders under the Railway Act, and
when I point out the sums that have been
expended and the obligations that have been

{Mr. Bennett.]

created during the last eight years, I do so
because it has been done at the initiation of
the government which is now the official’
opposition. Bear that in mind. I do think
there is a failure on the part of the Cana-
dian people to understand and appreciate the
extent and character of the obligations which
have thus been placed upon them. There
you have $86,000,000 of a deficit in interest
earning power in the last eight years, in
addition to which the people of this country
paid interest on $604,000,000 advance for the
running of the enterprise.

Now, I submit, sir, I would be derelict in
my duty, and I believe any hon. member
would be derelict in his duty, if he did not
analyze and ponder these matters. And the



JUNE 1, 1931

2161
The Budgel—Mr. Bennett

blame must rest with the government of the
day for the management of railway companies
aré always prone to submit requests for
larger sums than they expect to get. Yet
so far as I have been able to ascertain, not
one single - capital request made by the
management of the Canadian National Rail-
ways during the last eight years was refused

by the late government—not one. that =0
in any privately owned road? o through
the requisitions made on the Canadian

Pacific Railway or on the Union Pacifie, the
Southern Pacific or the Santa Fé, and you
will not find that state of affairs existing.
Yet the late government, for reasons best
known to themselves, have put the country
in the position that I have just pointed out.
And I do suggest that there is no business
of the nation which should so concern hon.
members—who represent the shareholders in
a larger way than does the governor in
council—as that resulting in figures to which
I have just directed their attention. I cer-
tainly think, and this government certainly
thinks, it is most unfair and unjust, and, what
is more, inimical to the well-being of the
enterprise itself, to say that because you
direct attention to those figures and the effect
of them that therefore you are an enemy of
the enterprise. The best friend any business
enterprise has is that shareholder who carefully

scrutinizes the expenditures made by the

directors during the year.

TRADE

Canada at the close of the year 1930 again
ranked fifth among the nations in the volume
of international trade. There were substantial
decreases in the dollar value of trade, as
compared with the year before, but were a
graph made by use of quantities it would
present a jagged picture. The fiscal year
1929-30 closed with an unfavourable balance
of visible trade amounting to 103 millions. In
“the year under review the unfavourable
balance was 89 millions.

The United States was the principal cus-
tomer of Canada during the year, taking
4449% of our exports and in turn Canada
purchased over 649% of its imports from the
. United States. In dollars, imports from the
United States amounted to 584 millions, and
the exports 364 millions. This left an un-
favourable balance in the trade with the

United States of 220 millions. 1In the pre--
ceding year imports had amounted to 842’

_millions and exports to 536 millions.

. Trade with British Empire

" Trade with the British Empire was unevenly
. affected during the year. On the import side,
- while there was a decrease from 252 millions
“io0 204 millions, this decrease was largely in

the imports from two countries—the United
Kingdom and New Zealand. There was a
40 million dollar decrease in imports from
the United Kingdom, $3,000,000 being in iron
products, 8 millions in alcoholic beverages and
19 millions in textiles. The balance was spread
throughout a wide list of articles. From New
Zesland the decline was in imports of butter
which decreased $9,700,000.

The exports to the British Empire amounted
to 295 millions, a decrease of 36 millions
from the year before. The countries to which
exports fell off the most were: United King-
dom (62 millions), Australia (9.6 millions),
New Zealand (6.4 millions), West Indies (3
millions), and Newfoundland (1.3 millions).
Naturally, the greatest falling off in exports
to the United Kingdom consisted of food
stuffs. The decrease in exports of grains
amounted to 41 millions, in meats to $3~
900,000, in milk products to $4,400,000, in
paper to $2,300,000, and in iron aud its pro*
ducts to $2,800,000. The principal decreases
in exports to other parts of the British Empire
were in food commodities such as flour, paper
and wood products, automobiles, farm imple-
ments, ete.

The trade of Canada in the fiscal year, when
calculated by means of percentage, was divided
as follows:

Imports Exports

With— %o %
British Empire. .+ . 22,86 368.1
United States. . . . . . . 064.4 44.5
Treaty countries. . . . . . 9.2 14.1
Other countries. . . . . . 3.8 5.3

100. 100.

Imports of Commodities

Ten product groups make up in value the
major part of the imports into Canada, and a
comparison over the last five year period
emphasizes the material reductions which took
place.
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1927 1928 1929 1930 1931
Group (in millions)
Sugar and products.. 40.4 38.8 31.7 27.9 25.1
Alcoholic beverages.. .. 29.3 45.9 48.8 45.0 35.4
Cotton and prodnets. . 54.1 58.2 63.2 54.0 35.2
‘Wool products. . v 50.5 48.8 54.4 46.6 33.6
_Textile products, other. 78.9 79.8 88.7 84.5 61.8
Iron products.. .. e 229 .4 259.5 346.6 316.8 194.9
Non-ferrous metal products i e 52.7 60.1 75.4 87.9 59.6
Coal and products i 68.6 64.8 63.1 64.1 58.1
Petroleum. . 54.4 53.5 64.0 78.7 62.7
. Chemicals. . 31.8 33.5 37.7 39.9 35.6
Exports of Commodities forest, the fishery and the factory. Again

A study of the exports shows every activity
to have been touched by the decline in values
—the products of the farm, the mine, the

Group

Grains. . . sun geS

. Flour.. .. .

Milk and products
- Lumber, logs, ete.
. Paper.. -

Fish.. ..

" Rubber products .
Non-ferrous metal products
Jron products.. & .
‘Wood pulp..

summarizing under ten groups, the record of
the past five years shows:

1927 1928 1929 1930 1931
(in millions)
394 .4 301.6 476.1 232.7 180.8 *
68.7 59.8 65.1 45.4 32.8
41.6 34.0 35.7 27.4 18.7
107.8 99.3 91.6 89.7 60.7
123.2 134.9 148.3 151.5 131.9
34.5 33.5 34.9 34.7 27.8
26.6 28.6 30.5 32.2 21.0
80.6 90.8 112.7 154.3 95.6
74.2 62.7 82.2 78.5 38.9
49.9 47.3 44.9 44.7 35.1

Imports of. Certain Goods

In the month of September, changes were
made in the rates of over one hundred tariff
items. A comparative statement is difficult
because some divisions were previously in-
corporated into general items. With this
reservation, the imports under the 129 items
amounted to $112,271,000 in the period from

"Year

IO s 5 ik 58 %
1929.. .. .. .. .
“1930. .

WBlus v o 5 Fa 5%, 5% B 98 S8 1B 08 BE 5

October 1st, 1929, to March 31st, 1930, and in
the same period commencing October 1st,
1930, and ending March 31st, 1931, the im-
ports were $61,920,000.

Summary of the Trade

A statement of the world trade of Canada
in the past five years follows:

Total
Imports Exports Balance
$ $ $

1,030,892,505 1,267,673,142 +236,680,637
1,108,956,466 1,250,598,034 141,641,568
1,265,679,091 1,388,896,075 123,216,984
1,248,273,582 * 1,144,938.070 —103,335,512

906,612,681 817,003,048 — 89,609,633

New Industries Established in Canada

Since August, 1930, there has been a marked
influx of new concerns from outside countries
into the dominion. It will be some time be-
fore full details in regard to capital invested,
number employed, etc., can be secured since
some are still in process of organization, but
eighty-seven such concerns have already been
listed by the dominion bureau of statistics
and the number continues to grow. Of the
eighty-seven, seventy-four. are United States
manufacturing concerns, eleven' are British—
seven manufacturing and four non-manufac-
turing—and two are French.

These firms represent considerable diversi-
fication in industry. United States firms in-

[Mr. Bennett.]

clude eight in the vegetable produets groups—
such as foods and rubber—two animal pro-
ducts, eight textile, eight wood and paper
products, twenty :iron and steel, twelve non-
ferrous metals, three non-metallic minerals,
nine chemicals and allied products, two min-
ing and two miscellaneous. British firms in-
clude three textile, six iron and steel, one
chemical and one miscellaneous. The two
French firms are textile manufacturers.

List of New Concerns.Establishing in Canada
since August, 1930
United States
A. Vegetable Products:
1. Campbell Soup. Co., Ltd., New Toronto, Ont.
2. Fine Toods of Canada, Litd. (anesota
Canning), Windsor, Ont.
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A. Vegetable Products—Cone.

3. Hill Nut Co., Ltd.,, Toronto, Ont.

4. Liberty Cherry Co. of Canada, Ltd,
Toronto, Ont.

5. Newton Products, Toronto, Ont.

6. Stediast Rubber Co., Granby, Que.

7. Stedman Flooring Co., Farnham, Que.

8. Teabury Chewing Gum Co., Sherbrooke,
Que.

B. Animal Products (Except Textiles):

1. Cantilever Shoe Co. of Canada, Ltd., Tor-
onto, Ont, .

2. Schwegler's Hatchery, Bridgeburg, Ont.

C. Textiles: )

1. Aero Corp. of Canada, Kitchener, Ont.

2. B. Edmund David, Hawkesbury, Ont.

3. Dominion Webbing Co., Ltd., Kingston, Ont.

4. Donahue Corp. of Canada, Ltd.,, St.
Hyacinthe, Que.

)5- Henry Hamer & Sons, Ltd., St. George de
Beance, P.Q.

6. Fsmond Mills. Ltd. of Canada, Granby, Que.

7. Herbert Hosiery Mills, Ltd., Toronto, Oqt.

8. Westminster Hosiery Ltd., Mount Denis,
Ont.

D. Wood and Paper Products: .

1. Belleville-Sargent & Co., Ltd., Belleville,
Ont.

% Brown & Bigelow Ltd., Toronto, Ont.

3. Dixon Pencil Co., Newmarket, Ont.

4, Eagle gencil Co. of Canada, Ltd., Drum-

lville, Que.

mosr.uHarll\\-nre, Woodenware and Toys, Ltd.,
Coaticook, Que.

6. Schaeffer Ross Co. of Canada, Ltd., Toronto,

Ont.
n?. Schlegel Co. of Canada, Ltd., Toronto, Ont.
8. Venus Pencil Co. of Canada, Ltd., Toronto,
Ont.

E. Iron and its Products:

IT A. B. C. Washer Co., Granby, Que.

2. Burr, Patterson & Auld Co., Walker-
ille, Ont. .
v 5, Castings of Canada, Ltd., Smiths Falls,
Ont. y

4. Cross 80&1-0-—Ma.tic Co. of Can., Ltd,
Montreal, P.Q.

og.rlg)%minion Hoist & Shovel Co.

6. Dominion Motors Ltd., Toronto, Ont.

7. Fedder Mfg. Co., Toronto, Ont.

8. Heaters of Canada, Oakville, Ont.

9. Hump Hairpin_Co., St. Hyacinthe, Que.

10. Hupp Motor Car Corp., Windsor, Ont.

11. Johnson (S. T.) Oil Burners of Canada,
Ltd., Montreal, P.Q. )

12. Lodge Motor Co., Ltd., Walkerville,

£.
13. Lynn Canadian Products, Ltd., Brock-
ville, Ont.
14. Metal Textile Corp., Hamilton, Ont.
15. Radiator Specality Co. of Canada,
Toronto, Ont.
16. Reo Motor Co. of Canada, Toronto, Ont.
o 17. Taco Heater Ltd. of Canada, Toronto,
nt.
18. D. D. Terrill Saw Co., Pembroke, Ont.
Qula. Tower Oil Burner Co. Ltd., Montreal,
e. .
20. Stewart Truck Corp. of Canada (Assem-
bling), Fort Erie, Ont.

F. Manufacturers of Non-Ferrous Metals:

1. Curtis Lighting Co. of Canada, Ltd.,
Toronto, Ont.

2. Dennison Electric Co., Toronto, Ont.

3. Dictograph Co. of Canada, Ltd.,
(Assembling), Toronto, Ont.
4. Eastern Power Devices, Ltd. (Formerly
Sales Office), Toronto, Ont.
& tEi. Hammond Co. of Canada, Ltd., Toronto,
nt.
6. International Resistance Co. Ltd., Tor-
onto, Ont.
E: 7. Leland Electric of Canada, Ltd., Toronto,
nt.
8. Noma Electric Co. of Canada, Toronto,

Ont.

9. General Railway Signal Co. of Canada
Ltd., Toronto, Ont.

10 Co. Ltd.,

. Packard Cable
Toronto, Ont.

P. Seeburg Corp., Toronto, Ont.
12. Wheeler Reflector Co., Toronto, Ont.

11. J.
G. Manufacturer or Non-Metallic Minerals:
01. Messrs. Bundy Insulators Co., Oshawa,
nt.

2. Master Builders, Ltd., Toronto, Ont.

3. Tranco Manufacturing Co. (Canada) Ltd.,
(formerly sales office), Leaside, Ont.

H. Chemicals and Allied Products:

1. Canadian Bitumels Co., Ltd., New Tor-
onto, Ont.

2. Everett & Barron of Canada, Ltd., Tor-
onto, Ont.

3. Fyr-I'yter Co. of Canada, Ltd.,, Hamilton,

nt.

4, The A. W. Higgins Co., St. John, N.B.

5. Mallinckrodt Chemical Works of Can.,
Ltd. (formerly sales office), Toronto, Ont.

6. Mum Mfg. Co. Inc., Windsor, Ont.

7. Ober Fertilizer Co., Welland, Ont.

8. Sheffield Bronze Powder Co., Ltd., (for-
merly sales office), Toronto, Ont.
VQB' Summers Fertilizer Co. Inc., St. Stephen,
N.D.

I. Miscellaneous Industries:

1. L. G. Balfour Co., Sherbrooke, P.Q.

2. Film Laboratories of Canada, Ltd., Tor-
onto, Ont.
J. Mining and Metallurgical:

1. Northwest Stellarene Co., Coutts, Alta.

2. Parco 0Qil Co., Ltd., Calgary, Alta.

of Canada,

List of New Concerns Establishing in Canada
since August, 1930

Great Britain
C. Textiles:
1. Hield Bros., Kingston, Ont.
2. G. H. Hirst & Co., Carleton Place, Ont.
3. Hiram Leach & Co., Huntingdon, Que.

E. Iron and Steel Products:

1. Imperial Typewriter Co. (Canada), Ltd.,
(Non-Mfg.), Toronto, Ont.
02. Quasi-Ar¢ Co., Ltd., (Non-Mfg.), Toronto,
nt.

3. Taylor Instrument Co. of Canada, Ltd.,
(Nen-Mfg.), Toronto, Ont.

4, Warwick Time Stamp Co., Toronto, Ont.
B% Wright’s Canadian Ropes, Ltd., Vancouver,

6. Zanogen Steel Co. of Canada, Ltd.,, Tor-
onto, Ont.

H. Chemicals and Allied Products:
1. British Drug Houses (Canada)

(Non-Mfg.), Toronto, Ont.

I. Miscellaneous:

I,(1:‘;]30\.&1 & Hood (Canada), Ltd., Montreal,

Ltd.,
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France Canada by outsiders eventually passing into
C. Textxler Canadian hands.

1. Canddian- T.S.R. of Lyons, Ltd., Cap de la
Madeleine, Que.
. 2. Henry Potes of Canadl, Ltd., Cap de Ia
Madeleine, Que.

Mr. MACKENZIE KING: They are
practically all in Ontario and Quebec, are they
not?

Mr. BENNETT With the exception of
two, I think. " Now may I just meet a few
words .of criticism in advance, although. per-
haps it is unnecessary. The extent of invest-
meit in Canadian industry by United States,
cther foreign countries and Great Britain is
Y sub.]ect. of far-reaching importance. All
young~ or undeveloped nations have been
dependent on large capital investments by
outside countries for the development of their
natural resources and for assistance in the
establishment of the diversified industry ne-
cessary to all-round national development.
Without such assistance induslrial progress
would be slow and desperately difficult. The
hardships being endured by the Russian people
to-day exemplify the sacrifice which an un-
developed nation would be called upon to
make, not for five but many times five years,
if that nation were fo strive to become in-
dustrialized through its own savings of capital.
Canada has fot many years received large
investments from "other countries. Fear has
sometimes been expressed that these outside
nations by starting industries ir this country
or inyesting their capital in various Canadian
enterprises, commercial, govemmental finan-
cial or other, are obtaining & menacing posi-
tion in our economic life. The facts of the
case reveal these fears to be entirely un-
founded. A recent bulletin of the bureau of
statistics shows that in January, 1930, there
were located in Canada 1,199 British, United
States and other foreign branch, subsidiary and
affiliated firms concerned with manufacturing
" or production. Of these, 1023 were from
United States, 162 from Great Britain and 14
from other countries. The capital employed
in these concerns amounted to $1,818,000,000,
-ownership of which in individual firms ranged
from less than 50 per cent to 100 per cent. In
all, 68 per cent or $1,239,000.000 was owned in
the United States, 17 per cent or $317,000,000
waa owned in Canada, 14 per cent or $257,000,-
000 in Great Britain and $6,000,000 or less than
1 per cent in other countries.

"Even in such branch or subsidiary firms
Canadians held nearly 20 per cent interest,
and it is a well known fact thet the Canadian
proportion * tends to increase. There have
been many instances of firms established in

iMr. Bennett.]

To see such facts in their proper perspective,
however, it is necessary to compare the figures
with those of the geographical distribution of
ownership of all capital employed in Canada.
It is estimated that the amount is $17,500,-
000,000. . This sum includes the bonded im=~
debtedness of Dominion, provineial and muni-
cipal governments, investmenls in- railways,
manufacturing concerns, mines and metal
industries, public utilities, trading establish-
ments, finance, insurance, ete. It includes
private capital in domestic enterprises such
as farms and homes. Of this sum it is
estimated that 65 per cent or $11,500,000,000
is owned in Canada, 20 per cent or $3,500~
000,000 in the United States, 13 per cent or
$2,200,000,000 in Great Britain and 2 per cent
or $300,000,000 in other countries, Tt is obvmu.
that the control of our enterprises is very
predommantly im our own hands. If the basis
of comparison be our total rational wealth,
foreign and British investments are still less
sxgmﬁca.nt. Our national wesalth is now prob-
ably in the neighbourhood of 330(!]0(!!).!!!].
British and foreign investments of capital in
Canada are $6,000,000,000 or just 20 per cent:
Even of this 20 per cent many millions of

dollars are represented by bonds which do

not ordinarily carry with them direction or
control of industry.

I believe, sir, that any member of this house
reading these figures must be impressed with
the resource and courage and enterprise of the
Canadian people in industrial, agricultural and
manufacturing fields of endeavour. Of sums
so vast, I do not believe there is any record
on the part of any other population equally
small and scattered over an area so great.

May I point out now that Canada carries

on its business at home and abroad by the ap-

plication of principles that vary with the ad-
ministrations of the d.a.y./So far as this party
is concerned, it directs, and will continue to
direct its operations from three angles: first,
we believe that we have been entrusted with
great resources which it is our duty to develop
to the greatest possible extent; secondly, that
Canadians are entitled to carry on that de-
velopment, enjoying an equal opportunity
with the other peoples of the world engaged
in the development of their respective coun-
tries; and, thirdly, that Canadians are entitled
to fair competition in carrying forward that
development. We meet the last requirement
by dumping legislation; we meet the second
requirement by tariff legislation; and we meet

‘the first requirement by the courage and enter~

prise of our people.
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Now it has been customary, in the course
of very many centuries, for trading peoples
to negotiate agreements or treaties with others
who are engaged in commerce; and in this
regard the Canadian people have not been
unlike others. But may I point out this:
that Canada, by reason of being a part of the
British Empire, has treaties applying to our
trading enterprises somewhat different from
those that exist in other parts of the world.
For instance, Canada has treaties which were
made direct by this dominion. That is fact
No. 1. We have a treaty with France made
on December 15, 1922; one with Italy made
on January 4, 1923; one with Belgium made
on July 3, 1924; one with the Netherlands
made on July 11, 1924; one with Czechosla-
vakia made on March 15, 1928; and one,
modus vivendi, made with Cuba, November
1929,

Then Canada has a second kind of treaty
—a treaty made by Great Britain on behalf
of the British Empire but which provides that
this part of the empire is bound by it only
when we accede thereto. Of this kind of
treaty we had two, one with Japan, made on
April 3, 1911, to which we acceded on May
1, 1913, and onc with Spain, made on April
5, 1927, to which we acceded on August 1,
1928,

Again, we have another, a third form of
treaty, namely, that which contains a clause
providing that the most-favoured-nation terms
shall be accorded to Canada if similar treat-
ment is given by this dominion to the coun-
try with which the treaty is made. Such trea-
ties we have with Finland, Esthonia, Hun-
gary, Jugoslavia, Latvia, Lithuania, Portugal
and Roumania.

Lastly, we have that class of treaty which
~ was made by Great Britain before we became
a confederation, or before we mnegotiated
treaties on our own behalf—treaties that
bound every part of the British Empire when
they were made by Great Britain, long years
before we became a dominion. The list is
interesting. Of such treaties, there is one with
Argentina, made on the 2nd day of February
1825; one with Colombia, made on the 16th
day of February 1866; one with Denmark,
made on February 13, 1660; one with Norway,
made on March 18, 1826; one with Sweden
—the oldest of all—made on April 11, 1654;
one with Switzerland, made on September 6.
1855; and one with Venezuela, made on April
18, 1825.

These trade treaties exist for the purpose of
extending trade and commerce on mutually
advantageous terms. For instance, the late
government made a treaty with Australia
which was extended to New Zealand by order

in council on October 1, 1925. It was with-
drawn by order in council on October 12,
1930, after it had been in force a little
over five years.

Now, the difference between my hon.
friends opposite and ourselves is this: we be-
lieve in trade treaties that are mutually
advantageous to the parties to the treaty.
And we believe that the only method by
which you can understand and appreciate
just what the effect of treaties will be is to
have a clear conception of their possible im-
plications; for nothing could be more ruin-
ous than what has transpired during the last
few months in connection with the treaties
with Australia and New Zealand. We negoti-
ated a treaty with Australia. I may say for
the information of the house that that treaty
was never signed. That probably was merely
an accident or an oversight. The treaty
consisted of so many 'pieces of paper—some
twenty-five in all, I believe. Difficulties were
experienced; differences arose, parliament was
in session, and it became necessary to com-
plete the matter before the rising of the
house. And so we passed the statute that
ratified that Australian treaty, and made pro-
vision therein whereby, by order in council,
it might be extended to other countries. On
October 1, 1925, it was extended to New
Zealand. The right hon. member opposite
who leads the opposition to-day (Mr. Mac-
kenzie King), shortly before that, in Wood-
stock, Ontario, declared that he could not
conceive it possible—and he honestly so be-
lieved—that the extension of the treaty to

‘New Zealand could be inimical to the trad-

ing interests of Canada. But let us see what
happened. At that time New Zealand had
no channel of trade with Canada for butter.
Now, a channel of trade is like any other
channel that may be created: it is something
which once created cannot as a rule be
changed without injury. That channel not
having been established in 1925, they began
just as an individual would do, to widen and
deepen such a channel by sending forward
their butter under that treaty at 1 cent per
pound. By that means they began to create
a channel of trade. That channel grew in
size until the imports into this country year
by year expanded, reaching at last so colossal
a figure as to amount to several millions of
dollars for butter alone.

There you have a well-defined, well-estab-
lished channel of trade between the sister
dominion of New Zealand and Canada, with
the result that this trade was injurious to
the Canadian producer. And the govern-
ment of the right hon. gentleman opposite—
not this government—gave notice terminat-
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ing that treaty. They gave notice in April
of last year while this house was in session,
because the right hon. gentleman was him-
self convinced that the treaty should be
denounced, and he gave six months’ ‘notiee
under the terms of the treaty, terminating
that arrangement with New Zealang/ With
what result? With this result—tha¥" when- we
came into office New Zealand bitterly com-
plained of the situation; they said that they
could not entertain the idea that their butter
should not continue to come into this coun-
try as it had done before./We endeavoured
to explain to them that Canada believed
that this dominion should also be on an ex-
port basis for buter. We pointed out that
we were a dairy country and that they must
not think that they could displace Canadian
produce for their own, excellent though
it is. Having pointed that out to them,
we continued in our efforts to make some
arrangement, some modus vivendi, by
which we could carry on reciprocal trade.
But for some reason, best known to its gov-
ernment, New Zealand believed that Canada
must—]I use the word advisedly—buy butter
from New Zealand. Either to-day or to-
morrow the parliament of New Zealand will
refuse the British preference to Canada and
they will do so because we are not in a posi-
tion to let their butter come into this country
practically free to supplant our own product.
Who is to blame for that? #Who is to blame
for the unfortunate difficulties which exist
between the two great dominions? The gov-
vernment that did not foresee the implica-
tions of the treaty it made, and the govern-
ment that terminated that dreaty thereby
creating the condition to which I have referred.
Let there be no shaking of heads—did or did
not the former government terminate that
treaty? If it did, them it must accept res-
ponsibility. The result is that New Zealand
says—very properly so, I suppose, from their
standpqint, thinking of themselves alone—
that they are not going to permit Canada to
have a British preference in their markets
. unless we allow their butter to come in here.

I cite that for the simple and obvious rea-
son -that it becomes necessary to realize that
when treaties are made there should be a
clear understanding and appreciation of their
implications. That is one of the reasons why
we endeavoured while in England and since,
to arrive at some arrangement with our great
sister dominion, Australia, which would not
make it necessary to destroy channels of
trade and bring about the hard feelings which
no doubt would prevail and have prevailed in
connection with New Zealand. During the
last few months, while he has been in health,

[Mr. Bennett.]

the Minister of Trade and Commerce (Mr.
Stevens) has been engaged constantly in en-
deavouring to insure that a reasonable treaty
may be made between Australia and Canads. *
I trust that in furtherance of the unanimous
view expressed by the overseas dominions at
the Imperial economic conference last year we
may be able to negotiate an agreement which
will be mutually advantageous to both
countries, It is my earnest hope and my confi-
dent belief that before this house rises we will
submit such a treaty or agreement for the con-
sideration of this house. I cannot permit
this opportunity to pass without stating
that we are really under an obligation to the
government of Australia for the manner in
which they have treated us during the last
year in connection with butter and its pro-
ducts. They have made it possible for the
channels of trade not to be destroyed in such
a way as to bring about that condition of
mind on the part of their country which now

" prevails in New Zealand. We are under a

great obligation to them for what they have
done in that regard.

I mention also another treaty which stands
in a somewhat similar position, namely, the
treaty negotiated with France. The French
treaty provides that a fixed and definite rate
must prevail and that we cannot grant to any
other country a different rate without violat-
ing the provisions of that treaty. In the
budget presented to this house in May last
there was an interference with the provisions
of that treaty, to which the great republic
very properly directed our attention. A treaty:
containing provisions such as that cannot, I
submit, ever be a sound treaty because it
disregards the fundamental rule which must
always obtain in connection with trade treaties
and which we propose to continue so far as
we are concerned. That rule is this: Treaties
must be mutually advantageous; if they are
not they fail, and unless there is a clear ap-
preciation of that fact there cannot be other
than failure. This rule was stated very clearly
the other day by the president of the United
States Steel Corporation. Speaking to the
National Foreign Trade Convention on May
28, he said: It is a sound economic prin-
ciple to sell in markets where the product
is needed for consumption and where there is
no surplus of the same commodity _

May I point out to the house that all the
domestic trade of this country which repre-
sents imports is foreign trade to some other
country. If hon. gentlemen opposite will
only get in their minds that fundamental
thought they will realize that this government -
on the one hand, desires to maintain "the
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economic principle to which Mr. Farrell re-
ferred and on the second hand, to realize to
the full that every import brought into this
country from abroad represents foreign trade
to some other country. Our business is to see
that we do not expand the foreign trade of
any other country when we ourselves are pro-

ducing or can produce the goods so imported.

Mr. MACKENZIE KING: How does my
right hon. friend propose to expand the foreign
trade of Canada under rules of that kind?

Mr. BENNETT: It is very simple. Does
the right hon. gentleman for a moment mean
to say that there are not countries which do
not produce the commodities which Canada
produces and which they require? That is
what he is trying to sav, and I can tell him
that the whole theory upon which trade within
the British Empire will ultimately be built
up is upon the proper appreciation and realiza-
tion that the requirements of each part can
be filled by requisitioning the production of
such commodities from other parts of the
empire. The foreign trade of Canada can be
built up, just as Mr. Farrell said, by making
our arrangements with countries which have
to have what we produce and which do not
come in competition with the surplus they
themselves produce in their own countries.

Hon. gentlemen opposite seem to find some
difficulty in working that out. Of course they
will find difficulty, for the simple and obvious
reason that for nine years the colossal failures
they made themselves indicate their inability
to do so, and that is why we are here to-day.

Mr. MACKENZIE KING:
trade was not a-colossal failure,

Mr. BENNETT':
exuctly the same-—

Mr. MACKENZIE KING: I said colossal
‘trade.

Mr. BENNETT: —in Canada as in other
countries of the world, and we are still the
fifth trading courtry of the world. In other
words, the ten millions of people inhabiting
this vast territory are the fifth trading people
in the world. I will admit that the right
hon. gentleman and hisfriends opposite would
like that not to be. They would rejoice if it
were not so because it would be of some
political advantage to them. Their constant
fear seems to be that by the application of
business principles to these matters we will
insure success, and they have made every
effort they could to bring about failure with
respect to the Imperial economic conference.

The colossal

The loss of trade was

Their every effort has been directed in an
endeavour to bring about if possible a failure
in order that they may derive some political
credit. What is more, that is well understood
in the various parts of this empire.

Mr. MACKENZIE KING: Could my right
hon. friend have asked for more in the way
of a free hand than what he had at the last
Imperial conference?

Mr. BENNETT: The right hon. gentle-
man has failed to appreciate what I say—the
former Minister of the Interior (Mr. Stewart)
never could understand it—hon. gentlemen op-
posite must reulize that I am referring to
their efforts to belittle and if possible destroy
the adjourned conference at Ottawa. That fact
is fairly well understood.

Mr. MACKENZIE KING:
a conference this fall?

Mr. BENNETT: The hon. gentleman
knows that I cannot be diverted by that
from this budget. Let me proceed.

Mr. POWER: The hon. gentleman is giv-
ing us considerable diversion.

Mr. BENNETT: The hon. gentleman’s
wit is greater than his understanding.

May I now, having reverted to the ques-
tion of trade, point out the position which
this country occupies amongst the nations
of the world and the result of the efforts
which were made in September last to ensure
that there should be less of other people’s
products come into competition, on terms
that are injurious and destructive to .our
own industrial well-being, with the products
we ourselves produce.

Having done that, I shall now speak of
two matters further and then I shall have
done in that regard. A few months ago I
pointed out that the republic of France,
realizing the weakness to which attention was
directed with respect to the treaty, had under-
taken to increase their purchases of wheat
from this country during the current wheat
season, and prior to the end of April they
had bought six times as much wheat f{rom
Canada as during the preceding year. More-
over, notwithstanding the statements that
have been made as to the difficulties under
which we labour, the statement made by
the former Minister of Trade and Commerce
that this country could do nothing to sell
wheat—selling wheat is something he could
not do—all I can say is this: The net result
of the situation to-day is that we have sold

Is there to be
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at least one-third more wheat than we did
for the same period the year before. That is
the lowest estimate, and it is increasing very
rapidly.

An hon.
price?

Mr. BENNETT: The price is just as low
this year as it was last with respect to the
other countries of the world, but we have
endeavoured as best we could, although op-
posed by hon. gentlemen opposite, to secure
the markets, and as a matter of fact, as is
shown by the increased exports of wheat,
we have to some extent secured them.

MEMBER: What about the

WAYS AND MEANS FISCAL YEAR 1931-32

I now come to what probably to some is the
most interesting part of our discussion, namely,
to what ways and means we shall resort for
the purpose of providing the money to carry
on the public business. I shall come first of all
to a statement of.anticipated revenues and
expenditures. I will admit that this is the first
time for many years that this country has
had a budget.

Some hon. MEMBERS: Oh oh.

Mr. BENNETT: Will any hon. member

- on the other side of the house say that last
year there was any estimate given of expected
revenues? Was there any estimate given of
expected expenditures? Was there any word
given of a $75,000,000 deficit? What did they
do? What the then government did was
merely to bring down estimates for moneys
to be raised by taxation without any estimate
of what was to be realized. I said frequently
in this house in those days, and I now repeat,
that not in any municipal council in this
country would the people tolerate their mayor

and councillors conducting business without
giving an estimate of expected cxpendltures
and revenues for the current year. It is the
basis of responsible government, it is the basig
upon which representative institutions have
been established, and that respoansibilty can
only attach when there is some estimate as to
what is being received by the country from
the taxation imposed and as to what expend-
itures are to be made. So I propose under the
heading which I have given to draw attention
to these matters. I shall ask hon. gentlemen
to go through the record of my predecessors
in that regard during the last seven or eight
years and see if they can find any such record
there. I could have easily escaped doing so.
All I would have had to do would have been
to follow the example of my predecessors
during the past eight years, and I would have
escaped all responsibility for giving any figures
of what the proposed income and expenditure
will be during the present year.

On the basis of existing taxation rates, the
anticipated revenues in the present fiscal year
will be $325,120,000. A division of the amount
by sources is:—

Customs. . e $1 17,000,000
Excise duties.. .. .. 59,500,000
Income tax.. FE O ER W 54 000 000
Excise taxes.. .. .. «v +a .. 38,000,000
Post Office.. .. . " 30,500,000
Interest on mvestmenta v 8,800,000
Miscellaneous revenues.. .. .. .. 13,276,000
321,076,000

German reparation payments and
miscellaneous receipts.. .. 4,044,000
$325,120,000

The expenditures for the year, including all
statutory charges, are estimated at $430,457,828,
A division of these, and a comparison with
the actual expenditures last year, are:

Actual Estimated
1930-31 1931-32
Ordinary expenditures.. .. «. «v o0 20 oo . . $389,560,722 $391,552,085
Unemployment relief.. .. .. +v 0 v0 oo o0 .o . ,431,655 13,000,000
Capital expenditures.. .. .« v vo vo vv eo o0 o . 28,222,342 18,484,243
Special expenditures.. .. . G e e e e e e v 12:800;014 4,378,000
Loans and advances NOD-GCEIVE. . ss s sv oo oo ve ve vv vr on 5,488,264 3,043,500 .
. $440,060,657 $430,457,828

It will, therefore, be noted that with esti-
mated revenues of $325,120,000 and with esti-
mated expenditures of $430,457,828  parliament
must take wunder consideration ways and
means to secure added revenues if the ac-
counts are to be balanced. The sum of $105,-
337,828 will be required if all expenditures are
treated as charges against the year’s revenues.
On the other hand, if the $18,484243 on

[Mr. Bennett.]

capital account, plus the $1,700,000 estimated
to be required by the Quebec harbour com-
mission, which in the foregoing table is in-
cluded in Loans and Advances non-active are
treated as permarent improvements, and paid
from borrowings, the additional amount re-
quired is $85,153,585. The new imposts to be
authorized by the resolutions about to be
tabled will, it is hoped, produce an additional -
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estimated amount of $78,175,000 and for the
purpose of showing the increases by sources,
a summarized list is now given:

Customs duties.. .. $ 5,000,000

Excise taxes
Sales tax. 52.500.000
Tax on nnpurts 7,500,000
Stamps.. i 1.000,000
Income tat 9,500,000
Post Office. . 2,175,000
Other taxes.. .. .. .. . 500,000
$78,175,000

On the basis of the present volume of busi-
ness, it is estimated that these additional taxes
will yield $94,000000 in a twelve months’
period.

To give a comparison of the estimated total
revenues for the present year, with the actual
revenues of last year, the following is sub-

mitted :
Actual Estimated
1930-31 1931-32
Customs duties.. .. $131.209.000 $122,000,000
Excise duties.. .. .. 57,747.000 59,500,000
Excise taxes.. 34,735.000 99,000.000
Income tax. 71.048.000 63,500,000
Post  Office. . 30,212,000 32,675,000
Interest on Imest-
moents.. . 10.421.000 8,800,000
Jlnqceilq:teotls Reve-
nue. oo .. 14,221,000 13,776,000
$349,593,000 $399,251,000
German  reparation
pavment and Mis-
cellancous receipts. - 6,622,000 4,044,000

$356,215,000 $403.295,000

With estimated expenditures of $410,273,000

exclusive of expenditures on capital account

and advances to Quebec harbour commission,
but including- the balance of $13,000,000 of
the unemployment relief appropriation of
1930 and estimated revenues of $403,295,000,
the deficiency in revenues under expenditures,
based upon the estimates made, will be some
£7.000,000,

The 813,000,000 for unemployment relief is
a commitment actually made in 1930-31, and
would more preperly be considered in the
accounts of last vear, but under the govern-
ment’s system of book-keeping, the actual
disbursements not being made until this year
due to the time necessary for the usual ac-
counting formalities, they serve to add to
the expenditures of the present year. Taking
this into consideration, the fizures presented
indicatz a balancing of the budget by a sub-
stantial margin in respect of expenditures
properly applicable to 1931-32, after excluding
capital.

While on the subject of om commitments
for the year, let me say that contractual

obligations entered into by the harbour com-
missions of Halifax and St. Joha under the
former administration involving millions of
dollars of expenditure for which no parlia-
mentary sanction was in existence will add
materiaily to our financial requirements. It
will be necessary for the government to ask
parliament to make provision for the imple-
menting of these contracts. The whole matter
is under investigation and report but it is
possible to say that the amounts involved in
these contracts and in ancillary expenditures
which are recommended to render the main
projects of commercial value will be over
$6.000,000 divided about equally between
these ports. Also, in respect of the elevator
built in 1927 at New Westminster but not
vet in operation, some $300.000, in addition
to $8700,000 already provided by way of
guarantee of securitics, is asked of this ad-
ministration to meet commitments made but
not provided for.

Included in the expenditures to which I
have referred, contemplated for this year, are
those provided by the main estimates, and
the additional sums which we Lave provided
for supplementaries, besides a sum for old age
pensions. increasing our contributions to the
provinces from 50 to 75 per cent for this
year only in respect of the total sums that
are paid. We propose to implement the
promise made by the Conservalive party at
the convention which was held at Winnipeg
and at which during the sucu:ce:!'ng election I
became the mouthpiece of that party and its
policies by providing a further sum of $1,800,-
000 for coal subsidies.

AND EASTERN BRITISH COLUMBIA
MOVEMENT

ALBERTA

On coal movements from Alberta and the
eastern area of British Columbia to the
Manitoba market some 100,000 tons have been
moved since June of last year.

We now propose to grant a higher rate of
assistance on Canadian coal shipped to this
market and at the same time extend the area
as far east as Fort Frunces and Sioux Lookout.
The increased assistance now provided should
do much to extend the market for Canadian
coals. The assistance provided in this case
is by the payment of 7 of one cent per ton
per ton per mile on coal to Manitoba and 4
of one cent per ton per mile on movements
eastward as far as Fort Frances and Sioux
Lookout.

Maximum $2 per ton into Ontario,

Maximum $1.50 per ton into Manitoba.
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Saskatcheowan

Shipments of lignite from the Saskatchewan
ficld will be assisted by a payment of + of
one cent per ton per mile on movements to
Manitoba and that part of Ontario just men-
tioned. The previous assistance granted
amounted to a straight bonus of 50c. per ton
applying only to the Manitoba market. This
is now cxtended as far east as Fort Frances
and Sioux Lockout,

Miuximum 81 per ton.

British Columbia

It appears that with rcusonable assistance
the coal industry of British Columbia ean be
improved and with this end in view the gov-
ernment. has decided 1o assist by granting the
sum of 25¢. per ton on sales of coal sold
for fuel. for ships’ stores or for export to
foreizn ecountrics. This assistance will not
applv on cxports to the United States of
America.

There again one is confronted with a situa-
tion of great seriousness. The people of the
Pacific slope, when they substituted oil for
coal, probably did not realize the extent of
the injurious effect upon the coal industry.
Therefore, along the eoast of British Columbia
oil burners have been substituted for coal
grates, and changes cannot be made without
causing tremendous losses in a period of great
depression. The same thing applies to other
matters. <o much so that when the new hotel
was built at Vuncouver, the pressure to burn
oil succeeded over the pressure to have coal
used until my hon. friend the Minister of
Railwiayvs reversed the decision and provided
that coal should be burned. There are great
merits to the use of o1l as a fuel, but it is
imported into this country and when the
gasoline is taken from it the erude oil be-
comes available for fuel purposes. Industries
have been established using that fuel, and
to change back to coul would involve tre-
mendous losses at this time,

Seasonal Movements
1928: Apwil 15 to July 15.. .. .. .. ..

1029 Jan. 16 to Julvy 31.. .. .. .. .. ..

1920230 Dee. 1 to July 31.. .. ..

1930-1951: Oct. 25 to July 31.. o0 vv e v o os

New Brunswick

The assistance previously granted to the
eastern coal industry did not extend the
markets for New Brunswick coul. The
assistance now authorized is by a puvment of
1 of one cent per ton per mile on movements
to points in the provinces of Quecbec and
Ontario.

Maximum §1.50 per ton.

Nova Scotia

Coal movements from the provinee of
Nova Scotia to points in the provinces of
Quebee and Ontario are further encouraged
by a payment of 4 of one cent per ton
per mile to Quebec and 4 of one cent per
ton per mile to Ontario from St. Lawrence
ports. An all rail winter movement is also
provided by the payment of ¥ of onc cent per
ton per mile.

Maximum 75 cents on the { rate; maxi-
mum $2 on the % rate; maximum $1.50 on
the 4 rate.

Summary

If, under this assistance, the total potential
coal markets are secured it should provide
a movement of nearly 1,800,000 tons of Cana-
dian coal at a cost of approximately $2,000-
000.

That extends until the year 1933, as will
be indicated further as we progress.

Shipment of Alberta coal to Ontario at $6.75
freight rate

Order in council P.C. 439, approved 16th
March, 1928, authorizing $6.75 rate for sea-
sonal movements of coal from Alberta to
Ontario for not less than three months in
each year during a period of three years.

Provisions were extended for another year
by P.C. 1268 of 5th June, 1930.

Cost to

Tonnage Shipped  Government

32.101 §47.500 A0
37.115 S2.3096 85
26,156 No payments as vet
12.167 No payments as yet

Provisions have been made for a continu-
ous movement from August 1, 1931, to
March 15, 1932.

Findings of Cost by Railway Board
In respect of the 1928 movement the Board

of Railway Commissioners reported that pay-
[Mr. Bennett.]

ments were to be made by the Government
on the cost basis of $8.23 per ton, making
$148 per ton as the amount to be paid by
the government to the railways.

With respect to the 1929 movement the
railway board's finding was on the cost basis
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of $8.97 per ton, making $222 per ton as the
amount to be paid by the government.

No decision has been handed down for the
1930 movement,

The third matter to which attention might
be directed is that touching the movement
of wheat. There has been a succession of bad
harvests in some parts of western Canada,
and during the last few weeks lack of mois-
ture—I speak subject to correction, I hope—
has caused a loss of this year’s prospective
crop in a great deal of that area. My
advices by telephone were that very few days
would determine the fate of a considerable
portion of the crop. In some parts of the
country this is the third crop failure and the
reserves of the people are entirely exhausted.
Two things must happen: First, provision
should be made to assist those who have a
crop, because they have considerable obli-
gations, taxes, etc., which must be discharged.
Other methods will be taken to deal with
the situation of the provinces which are not
in a position to assist those who with their
reserves exhausted and their crops a failure
for the third time are practically ruined.
We therefore propose to provide that the
freight rates shall be adjusted by this coun-
try absorbing five cents per bushel on all
wheat that is exported of the crop of this
year. That provision is effective this year.
That amount is taken into consideration in
the estimates I have given of the expendi-
tures for the year.

We propose therefore to indicate now to
the house the methods to be adopted for the
purpose of raising necessary revenue to meet
expenditures. We believe that if the revenues
show any appreciable expansion the budget
will be balanced at the end of the year. At
the most however the expenditures which will
be ecalled upon to be met by short date
treasury bill transactions will amount to less
than 210,000,000. I thus come to the ways
and means by which we propose to make
good the supply.

Two principles have to be borne in mind;
the first is that however tempting the field
may be, in a period of great depression de-
parture from known practised methods of
taxation should be as slight as possible. In
other words there should be as little disloca-
tion of business as possible and the taxes
imposed should be those with which the
people are familiar. The second is that taxes
should be as light as possible having regard
to the conditions which prevail. One of the
paradoxes of a situation such as the present
one is that when money is required, most,

the people are least capable of paying it in
the form of taxation. That is the condition
found in periods of universal depression.

Applying these rules first of all we take up
customs duties, or the tariff. By this gov-
ernment the tariff is used for the purposes I
have indicated. I should have liked to have
a complete revision of the tariff, as I indi-
cated at the short session would take place.
However circumstances and conditions over
which we had no control made such a re-
vision impossible at the present moment.
With that in mind/we have undertaken re-
vision of only such items as it was necessary
to deal with to ensure the maximum of
employment by reason of the operation of
the new rates. A similar result was obtained
by our action during the last session. I pause
at this time to ask hon. members opposite
what the condition of this country would
have been had there been no short session/
I just put that question to my hon. friends.
The number of items with which we have
dealt and which deal with rate-making in-
cluded in the resolutions number about two
hundred. A feature of the amendments is a
provision for the collection of duty by which
we follow the modern practice adopted in
other countries whereby for duty purposes
containers are treated as contents. That
provision applies to cheese, powdered milk,
macaroni, dried fruits, soap and the like. In
almost every case, with only two or three
exceptions, changes of rates are confined to
the intermediate and general tariffs; in
other words, the British preference has been
left untouched. In connection with agricul-
tural and other food products there are in-
creases under the intermediate or general
tariff, or both, in respect to numerous com-
modities. The more noticeable items in this
class are live hogs, fresh meats, bacons, hams
and shoulders; shell eggs, cheese, hops,
powdered milk; peas, Indian corn, hay; field,
root and garden seeds; canned f{ruit and
vegetables, raisins, oranges.

Another item which has involved much
discussion is that concerning the automobile
industry. Hon. members will recall that a
few weeks ago certain changes were made in
the automobile schedule under an order in
council which provided that the discount to
dealers should not exceed 20-per cent for duty
purposes. As is known, automobiles subject
to duty at the present time are divided into
two classes, those valued up to $1200 and
those ranging from that figure upward. We
propose for duty purposes to divide automo-
biles into three classes: first those valued up
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to $1,200, second, from $1,201 to $2,100, and
third, above $2,100. In connection with the
first named class there are no changes in
duties. In connection with the second group
the gencral tariff is increased from 274 per
cent to 30 per cent. On the third group the
intermediate and general rates are increased
to 30 and 40 per cent respectively. The
automobiles in this latter group are what
my hon. friend’s refer to as luxury cars.

Now I come to the question of drawbacks.
It will be recalled that on more than one
occasion the hon. member for Macleod (Mr.
Coote) pointed out that the drawback of 25
per cent on all the imported commodities
which went into the production of an automo-
bile operated, if at all, unfairly on Canadian
industry. What we propose to do is this:
first, the drawback shall not in any event
exceed 60 per cent, and second, the drawback
shall not apply to commodities which I shall
hereafter enumecrate. As indicating the ex-
tent to which this country has made progress
in the way of developing its industries I
should like the house to consider the items
upon which drawbacks will not be granted.
The articles to which I have referred are as
follows:

Rubber tires; wheel rims; wheels, including
hubs and drums; tire carriers; tire covers;
wheel carriers; brakes, service and emergency;
brake linings; brake pedals and operating
levers; chassis springs, between frame and
axles; shock absorbers, chassis frames; front
axles, forged type only; clutch and clutch
pedals; universal joints; propeller shafts;
transmissions; gear shift levers; rear valves,
except banjo housings; radiator cores; ex-
haust pipes; mufflers; gasoline tanks; running
boards and covers; front and rear fenders;
bumpers and bumperettes; steering gears;
head and tail lights, not including lenses; dome
lamps; electric light globes; electric wiring
and cable; spark plugs; batteries, starting
motors; electric generators; drag links; motor
fans; motor fan belts; thrust bearings, ball
or plain; motor hoods, sheet metal; motor
hood clamps; anti-squeak braids and strips;
moulded rubber parts; lubrication fittings;
wheel hub caps; sand eastings; drop rolled or
pressed forgings; bolts, nuts, screws, tacks
and studs; head pins and clevis; cotter pins;
plain washers; coil springs and seat springs:
wood frames for bodies; rubber and pyroxilin
covered or doubled top fabrics and curtains;
windshields complete; upholstering fabrics and
materials other than printed fabrics; rubber
tubing and windlaces; floor boards; carpets;

[Mr. Bennett.)

window shades; paints and varnishes anq
solder; stampings of all kinds other thanp
radiator shells, and cowls and body stampings;
tool kit equipment, including jacks; robe
rails and foot rests; curtain and carpet
fasteners; rear view mirrors; gear shift lever
knobs; felt parts; clocks, stem winding; win.
dow finishing strips.

The list I have given comprises items made
in Canada and which it is proposed shall here-
after be used in manufacturing automobiles
if duty agreements are not to be made.
Canadian manufactured cars using those parts
will not receive any drawback, with respect
to the other items which have to be used to
produce cars in this country the drawback will
be 60 per cent instead of 25 per cent.

Closely associated with the automobile ques-
tion is that of used automobiles. Endeavours
to dump such cars into this country have
been very noticeable during the last few
months. We propose to place used automo-
biles on the prohibited list, hereafter no used
automobiles will be imported into Canads
except as settlers’ effects or travellers' vehicles.

We come now to another item which will
areatly interest the house, I am sure-—that
is coal. It is proposed to impose a duty of
40 cents per ton on anthracite coal! and £1 on
coke under the general tariff—iree under
British preferential tariff. It is proposed that
the rate on bituminous coal and coal screen-
ings shall be raised to 75 cents per ton, and
that the general tariffi rate on charcoal be
$7.50 per ton.

The leather schedul: secures increased rates
under all tariffs, the alterations affecting kid,
upper leathers, sole leathers, East India kips,
belting leather and belting, glove leathers and
leather garments.

We come now to another matter which has
been given much attention by legislators
during the iast twenty-five years, namely, the
importation of magazines and periodicals. I
was told the other day that at one newsstand
there were 350 different magazines and news-
papers on sale. As to a very large number of
them, certainly some people would be better
©off if they did not read them.

An hon. MEMBER: All people.

Mr. BENNETT: Yes, all people. We there-
fore propose that magazines and period:cals
shall be made subject to a specific duty of
15 cents per pound, under the general tariff,
except in the case of such as may be placed on
an exempted list by order in council. At the
present time the censor undertakes to exercise
some control over these matters—a control
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that at times has been more or less difficult.
That provision of the tariff as to prohibition
of the importation of such publications will
remain as at present. Under the direction of
the governor in council magazines {for
educational and scientific and religious pur-
poses will be allowed to enter free.

Tariff changes affecting iron and steel
include increases on steel plate, wire netting,
machinery, safes and miscellanecus manu-
factures of iron and steel, with decreases on
green saw steel. hot rolled strip steel for cold
rolling, various kinds of steel wires and besse-
mer steel billets.

One of the items that I mentioned in
September last about which there has been
much discussion in this country is furniture.
Last summer I had an opportunity to see
muany of the furniture factories of this country
I found that they were working a very limited
time per day but making quite as good
furniture as is made in any part of the world,
if not better—

Some hon. MEMBERS: Hear, hear.

Mr. BENNETT: —but they were subject
to dumping competition that certainly was
interfering with their trade. We propose to
make some slight change in that regard,
particularly with respect to furniture, including
metal furniture, veneers, ply wood, clothes-
pins, golf clubs, tennis rackets, and so on.

The textile schedules are limiled, and the
changes very few, the significant one being
increases on linen fabrics and articles, except-
ing damasks, all of which are made in Canada.
Damasks,—a tariffl on which might affect the
trade of northern Ireland—have not been
touched. We propose to see that there shall
be no increase in price, but that the Canadian
industries shall have an opportunity to com-
pete fairly with their competitors. The changes
ilso involve increased tariffs on fabries of pure
silk, with decreases on mohair yarns. With
respect to pure silk, we desire to protect our
manufacturers from competition with dumped
silk rom uabroad which is sent in here at
almo=t any price. Our silks are the equal of
any made in the world; in fact a branch
factory in this country is a subsidiary of a
compuany that employs some 50,000 people in
ihe United States,

Prepared  roofings,  wallboards, insulating
materials, and so on, are increased in rates, as
are wallpapers and containers,

Building stone of all kinds, both rough and
finished, as well a3 building brick, magnesite
and ground feldspar, will bear higher rates
than formerly.

L2110—138

No changes are made in respect of farm
implements, although the item covering repair
parts is extended in point of time, That is,
when we increased the duty last year on
agricultural implements, we found there were
certain repair parts made by companies that
had no factory in Canada. I am happy to
say they are likely to open one at no distant
date. In the meantime parts to repair their
machines will continue to come in under the
old tariff for another year.

The tariff on clocks and watches is rewsed
the rate being increased, and provision is
made for increases on window glass and
laminated glass. I should think there would
now be a noise on the other side of the house.

The tea schedule is radically revised, the
former free entry of bulk teas under the
British preferential tariff being cancelled and
replaced by rates of 4 cents, 8 cents, and 8
cents per pound on teas imported direct from
place of growth or imported from the United
Kingdom, and rates of 10 cents, 10 cents, and
10 cents per pound on teas otherwise imported.
It will probably be remembered that at the
last general session one item only in the tea
schedule was touched, and that tea unless it
came in in packages of a certain weight was
still subject to a high tariff: it was made free in
respect to other packages. It is now proposed to
revise that schedule by placing a duty of
4 cents and leaving the rates for other tea
items just as they stood, except as to mak-
ing the tariff applicable to all packages regard-
less of their weight.

The rates on the so-called “basket” item,
that is, the rates covering everything not
specified, has been inereased to 25 per cent.
That is only in keeping with the conditions
now obtaining throughout the world.

I have given the principles which govern the
application of the tariff to protect Canadians.
I put this question to every member of this
house: Can Canada in a protected world be
other than a protected country?

Mr. YOUNG: Yes,

Mr. BENNETT: Then if that be so it
merely means that we are inviting all the
protected countries of the worlil to destroy
our own. There is no gainsaying that. It is
un unfortunate thing perhaps, but it is true
that all the countries of the world are now
protected countries, and Canadian products
may find access to their wmarkets only by
paying very high tolls. Can this country
afford to be an unproteeted country against
the eompetition of the protected countries of
the world?

REVI=ID ERITION
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Some hon. MEMBERS:
Mr. BENNETT:

No.

We have answered that

question in the way 1 have indieated, and by -

that answer we stand or fall. By the applica-
tion of this tariffl we are of the opinion that
we shall receive substantially increased re-
venues as 1 huve indieated in the table 1 have
just given to the housc.

1 next pass to the income tax. We propose
to raise additional revenue by increasing the
rate on corporations from 8 to 10 per cent—
an increase of 2 per ecent. The United States
rute at the present time is 12 per cent. That
additional 2 per cent we will make payable
between now and December, free of interest,
on the present tax returns. That, we believe.
will yield us an additional $8,000,000.

We also propose that there shall be a modi-
fication of the present income tax by provid-
ing that a 2 per eent rate shall be levied on
the returns of all investmenis made by non-
residents in this country. All other countries
of which I am aware have such a tax, usually
higher than 2 per eent; but in order to
attract, if 1t be necessary, additional capital
to this country for safe investment, we are
asking that the rate be only 2 per cent. In
other words, those from abroad who have
formed companies here or put their moneys
in trust companies for investment will con-
tribute to our revenue 2 per cent of such in-
come derived from their Canadian invest-
ments. We believe that is nol an unreason-
able rate to charge under existing conditions,
being. as 1 have said, somewhat less than that
obtaining in other countries. 1 am reminded
by myv friend the Minister of Nationa] Reve-
nue (Mr., Ryckman) that those who puy on
their Canadian income 2 per cent will receive
credit in their own country, wherever il may
be, o far as we are able to ascertain, cer-
tainly in Great Britain, France and the United
States—for the tax thus paid in this country
upon production of satisfactory evidence that
it has been paid. That is the principle
adopted bv other countries; on investments
made in Great DBritain by Canadians the tax
paid is credited against their tax bill in this
country when they come to pay their income
tax.

I may add that it is proposed also during
the present session entirely to amend the In-
come Tax Act. Yamily corporations will be
abolished; it is about time. In addition to
that we propose to present a new schedule of
rates based upon the experience of the com-
missioner of taxation. Mr. Walters was asked
to prepare, with the aid of his officials, what
he conceived to be a proper tax rate for this
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country, having regard to known conditions
He has done g0, and the government proposes
to adopt his recommendations. The exemy-
tions will be somewhat increased, but it j:
thought desirable that the rate should start
at one per cent, with another one per cent
added with each additionu]l 81.000 of income
until the maximum is reached, which will be
25 per cent. In other words, on the larger
incomes 25 cents out of each’ dollar will be
paid to the state.

It may amaze the house to learn—and per-
haps it will be interesting to hon. members,
as it was to me—that the amount of inconu
tax collected in this country since the tux first
was put on the statute books, including the
business profits war tax, has reached the hug
sum of 8902000000 collected at u cost of
$24,000,000. The rate 1 have mentioned is s
little, but not much, greater than the rate
prevailing in the United States. There the
exemption is $1.500 for unmarried persons and
3500 for married persons. On the first
$4000 of income the rate is 1} per cont; on
the next $4.000 the rate is 3 per cent, and on
the balance the rate is 5 per cent, with a sur-
tax to a maximum of 20 per cent on incomes
in excess of $10,000.

In addition it i1s proposed that dividends
from Canadian corporations, up to $10,000,
shall be exempt from taxation, to the extent
of one-half the income of the taxpayer. In
other words, if a man has an income of $20,000
per annum, of which 8£10,000 is derived as
dividends from Canadian corporations, he will.
not pay a second tax on his dividends, because
it has already been paid through the tax paid
by the company. That was the law at onc
time and still is the law in mos{ countrics.
The limit, however, is $10000, and the exemp-
tion granted shall not in any case excecd one-
half of the total income of the taxpaver, If
a taxpayer has an income of $30.000 he will
be able to obtain ecredit only for §10000 of
Canadian dividends.

Mr. POWER: May I ask
changes will come into effect?

Mr. BENXNETT: On the 1st dayv of July;
I was just coming to that. The first item I
mentioned, that is, the two per cent additional
which corporations must pay, will be between
now and December 31, with interest, and the
other items will become effective on the Ist
day of Julv. The new act will be introduced
for the purpose of dealing with next years
taxes. There will be no change in the present
individual rates; they will remain for the
current wvear.

when  these



JUNE 1, 1931

2175
The Budgel—Mr. Bennett

I pointed out 2 moment ago that the Post
Office Department has a very substantial
deficit. We propose to meet that deficit first
of all by adding one cent to the postage rate.
That is, the tax is one cent, as it was and is
on drop letters, the full rate being two cents,
one cent for postage and one cent for tax.
We propose to make that of universal applica-
tion and put back the one cent tax where il
was hefore it was taken off a few years ago,
It will be recalled that the government of
Great DBritain declined to reduce the postal
rate in that country from three cents because
the revenue was required. The Prime Min-
ister of Australia told me this rate was re-
quired also in Australia in order to balance
their postal budzet. So we propose to obtain
the additional revenue by adding the one cent
tax, which is now applicable only to drop
letters in the city, making the rate three cents
in the one case and two cents in the other.

We also propose that the Post Office Depart-
ment, which every year has lost millions of
dollars in the transportation of newspapers and
magazines, now shall be reimbursed as far as
it is possible to do so, by the payment first
of all of a cent and a half per pound instead
of one cent per pound on all newspapers and
periodicals having a net cireulation in excess
of ten thousand. The first ten thousand will
carry the present rate of one cent, and the
weeckly newspapers will continue to be carried
at the rate in force at this time. The new
rate will be one and a half cents, subject to
the exception of religious, agricultural, scientific
and educational papers and magazines. By
these methods we believe we will make nearly
a balanced budget of the Post Office Depart-
ment.

We have then added an additional one per
cent speeial exeise tax on all imports that
pass through the customs of the country, free
or otherwise. That is a special excise tax of
onc per cent on the invoice price passed by
the customs. We have also provided for
inerease of an additional three per cent in the
sales tax. This will put it back where it
was some years ago, as hon. members will
reeall. Last vear it was reduced one per cent,
and one per cent reductions have been made
in other years. We are putting it back to
four per cent, adding three per cent to the
present rate,

We believe ihat, with one more addition,
these changes will provide a very substantial
inercase in our revenue. I refer to the stamp
tax on cheques. You will recall that the law
now provides that cheques for an amount of
less than 810 pay no tax, while cheques for
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over S10 pay two cents. Many people who
receive their embossed cheque books have
been in the hubit of not differentiating be-
tween cheques for less than $10 and cheques
for more than that amount. It is now pro-
poscd that all cheques shall pay two cents,
as it is in England. Probubly the cmbossed
cheque will enable evervone supplied with
cheque books by the banks to carry on their
banking operations without inconvenicnce,
and this will add greatly to the revenue of
the country. Referring back to the sales tax
for & moment, of course that tax is subject
to exemptions, which are somewhat ecircum-
seribed as compared to those now provided.

Sir, I think it will be agreed that the record
of the performance of the Canadian people
during the last fifty or sixty years. is such
as to command the pride of every Canadian
and the admiration of most people through-
out the world. We now face a period of world
wide depression, and it becomes important
for us to face what hes before us with courage,
with detormination and with faith. I am
sure there is no Canadian who has not suffi-
cient faith in his country to believe that we
cunnot fail in building up a great nation; I
am sure there is no Canadian who does not
realize that to do so we must have not only
faith but courage. persistence and determina-
tion. Above all we must have that unity of
thought and purpese which is so essential at
a time like this. Diflerences of political
opinion we can readily understand, but there
is a side to the lives of all of us which is
not purely politieal. We are citizens of a
great Dowminion, and I think we can with fair-
ness—and I trust with a great deal of assurance
—uappeal to all Canadians regardless of their
political views, to unite in the common pur-
pose of insuring that this country, in the
greatest trinl it has ever had in peace time,
does not fail. It must not fail; and if I
read a few words which I have extracted from
the Chronicles of the Pilgrim Falhers, written
over three hundred years ago, I think the
house will agree with me that they truly m-
dicate the attitude of mind which we Can-
adians should all take to the problems that
confront. us. With these words I will con-
clude what I have to say:

It wonderfully encourageth men in their
duties. when  they  sce tﬁe burthen equally
borne: but when some withdraw themselves,
and retive to their own particular case, pleasure.
or profit. what heart can men have to go on in
their business?  When men ave come together
to lift some weighty piece of timber, or vessel,
it one stand still and do not lift, shall not the

rost be _w(‘a\kencd and disheartened? Will not
a few idle drones spoil the whole stock of
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laborious bees? So one idle belly, one
murmurer, one complainer, one self-lover, will
weaken and dishearten a whole colony. Great
matters have been brought to pass, where men
have cheerfully, as witﬁ one heart, hand and
shoulder, gone about it, both in wars, buildin,
and plantations; but where every man seeks
himself, all cometh to nothing.

These words were writlien some three
hundred and ten years ago at a time of great
strain and stress in the new colony that had
been founded by the efforts and labours of
those who, coming out from the old country,
landed at or near Plymouth. They are ap-
plicable to-day; and if many of the observa-
tions I have made are highly disputatious, as
they may be, I feel quite certain that in this
great crisis that now faces us, men will not
for a single moment be governed and guided
entirely by political considerations but rather
that they will have an enduring faith in their
country, a courage and determination that it
shall not fail in the great task in which we
are engaged, and that all Canadians, men and
women of good will, will unite for the com-
mon purpose of advancing the common in-
terest of all our citizens.

I beg to give notice that when the house
resolves itself into committee, I shall move
the following resolutions:

The Minister of Finance, in Committee of
Ways and Means:

Resolved, That it is expedient to amend the
Income War Tax Act and to provide:—

1. That the rate of income tax applicable
to the income of corporations and joint stock
companies for the year one thousand nine
hundred and thirty and thereafter, be increased
from eight per centum to ten per centum.

Resolved, That it is expedient to amend and
consolidate the Income War Tax Act and to
provide:—

1. That the Consolidated Act be known as
the Income Tax Act (1931) Consolidated;

2. That the exemption for persons presently
entitled to three thousand dollars be raised to
an exemption of three thousand five hundred
dellars;

3. That the
corporations
repealed;

4. That in respect of fiscal periods not coin-
cident with the calendar year the return of
income and payment of the tax may be made
within four months from the close of the fiseal
period and if not so made and paid interest
on the tax pavable therefrom shall be paid to
the thirticth day of April in the next succeed-
ing calendar year at the rate of six per centum
per annum; or to the time of the filing of the
return and payment of tax, should such filing
and payvment be made before the said thirtieth
April but in any ease the return must be made
on or before the thirtieth day of April in the
next succeeding calendar year;

5. That income by way of dividends, rentals,
interest. royalties or other like income not
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provisions relating to family
and personal corporations be

disclosed by the taxpayer in his return of in-
come shall be added to the other income of the
taxpayer in double the amount and the whole
taxed under the provisions of the act;

6. That net dividends from Canadian com-
panies liable to corporation tax to the extent
of one-half of the taxable income of a tax-
payer, shall be exempt from tax up to ten
thousand dollars thereof, provided that the
exemption shall be allocated, in calculating the
tax payvable, five hundred dollars to each succes-
sive tax rate as in the first schedule to the act
provided, commencing with the lowest rate and
bracket of income of one per centum until like
successive allocations of the dividend income,
or fraction thereof, shall have exhausted the
dividend exemption provided for;

7. That a tax of two per centum be ecollected
at the source on dividends payable to non-
resident shareholders, such deduction to be
effected by the companies paying the dividend
or trustees receiving the dividend for and on
behalf of non-resident persons. The tax shall
be deducted at the time of the paying of the
dividend by the company or on receipt of the
dividend by the trustee and within thirty days
thereafter paid to the Receiver General of
Canada. Failure to remit the tax deducted
shall render the company or trustee personally
liable to interest thereon from the date when
it should have been paid to the date of pay-
ment at the rate of six per centum per annum.
Failure to deduct the tax shall render the com-
pany or receiving trustee personally liable for
the tax which should have been deducted,
together with interest thereon at six per
centum per annum until paid.

8. That when the assets or shares of a com-
pany, having on hand undistributed income at
the end of one thousand nine hundred and
twenty-nine, are sold directly or through an
intermediary to a company, which company
issues shares, bonds, notes or other like docu-
ments as fully paid up by capitalizing the said
undistributed income, then on the redemption
of such documents the company redeeming shall
pay a tax of four per centum on the amount
of such documents redeemed.

9. That in respect of the income for the year
one thousand nine hundred and thirty-one and
each year thereafter the rates of tax at present
imposed on individuals be repealed and the fol-
lowing substituted in lieu thereof:— .

“On the first $1,000 or any portion thereof,
1 per centum; .

On the amount in excess of $1.000 but not in
excess of $2,000, 2 per centum;” and so forth
to—

“On the amount in excess of $24,000, 25 per
centum.”

(See statement attached).

10. These resolutions shall be applicable to
the income of the taxation period one thousand
nine hundred and thirty-one, with the excep-
tion of resolution numbered seven, which shall
come into forece on the first, day of July, one
thousand nine hundred and thirty-one.

First Schedule
Rates of Tax Applicable to Persons other than
Corporations and Joint Stock Companies

On the first $1.000 or any portion thereof;
1 per centum;

On the amount in excess of $1,000 but not
in excess of $2,000, 2 per centum;
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