718

COMMONS

CANTEEN SYSTEM IN ENGLAND.

Mr. MACDONALD: Would the hon. the
Minister of Militia be good enough to give
the House a statement, similar to that which
he has just given in reference to the treat-
ment of prisoners of war, in regard to the
position of the canteen system in the various
camps in England which are under the con-
trol of the Canadian authorities, as to
whether there are wet canteens still in
existence, as to who the contractors are who
have to do with their maintenance and
carrying on, and what is the policy of the
Government and the department overseas in
regard to the matter?

Sir EDWARD KEMP: I will look into
that matter and endeavour to get my hon.
friend an answer in due course.

THE BUDGET.

ANNUAL STATEMENT BY THE MINISTER
OF FINANCE.

Honourable Sir THOMAS
(Minister of Finance) moved:—

WHITE

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

He said: Mr. Speaker, I avail myself of
the opportunity afforded by this motion to
make the annual budget statement.

The features of the public finances in
which 1 conceive the House to be chiefly

interested at the present time are the re-

lationship between mnational income and
national expenditure and the increase in the
national debt. For the first year of the war
the revenue from all sources was about one
hundred and thirty million dollars, It rose
during the second year to $170,000,000. Tor
the year ended March 31 last, I am happy
to say, our income will reach two hundred
and thirty-two millions, or one hundred
million in advance of the fiscal year 1915.
In round figures, $134,000,000 of the aggre-
gate was derived from customs, $24,000.000
from excise, and $12,500,000 from the busi-
ness profits war tax. From this last named
tax, which was introduced by the Budget
of last year, we estimated that we should
receive twenty-five million dollars during
the three years of its currency. Our ex-
perience has proved that this estimate will
be largely exceeded. This tax was retro-
active, being levied in respect of business
accounting periods ending subsequently to
December 31, 1914. The profits of the first
accounting period of businesses subject to
the tax were much affected by the severe
depression and dislocation of business in-

[Mr. Marcil.]

—

cidental to the first months of the war.
Navertheless, from this first period the sum
of $12,500,000 has already been collected,
and when the full levy is made we expect
to have collected in respect of this period as
much as $15,000,000. For the second ac-
counting period the taxes for which are
payable during this year we estimate that
the amount collected will be much larger—
in fact, as high as $20,000,000, or more. The
increase will, of course, be due to the busi-
ness prosperity which ‘has prevailed in
Canada during the past year and the profits
made in supplying munitions of war. On
the whole, notwithstanding the difficulty of
organizing on short notice the official
machinery necessary to cover so large a
country as Canada the tax has worked out
much more satisfactorily than we expected,
and the total results will be much greater
than the estimate.

I have said that the total income of the
past fiscal year was $232,000,000. Leaving
azide for the moment our direct war ex-
penditure, our outlay for the past year was
upon ordinary account $145,000,000 and
$27,000,000 upon capital and subsidy ac-
count, or a total of $172,000,000. It is to be
borne in mind that of our ordinary expendi-
ture $25,000,000 represents increased interest
and pension charges due to the war. Taking
our total revenue at $232,000,000 and our
total current and -capital expenditure at
$172,000,000, we find that during the past
fiscal year we were able to pay from our
income all current and capital expenditure,
all charges of interest upon our increased
national debt, all pension outlays, and in
addition devote the sum of $60,000,000 to pay-
ment of the principal of our war expendi-
ture. Tor a country such as Canada, of
sparse population and without the condi-
tions of long-established and concentrated
wealth prevailing in older and more settled
communities, the result must be regarded
as extremely satisfacto .

Coming next to the question of our direct
war expenditure, we find that with our in-
creasing military effort it also is continually
increasing. Since the beginnng of hostili-
ties our total war outlay, including esti-
mated and unadjusted liability to Great
Britain for the maintenance of our troops
at the front and inclusive of withheld pay,
totals, so far as we can calculate, about
$600,000,000. As the result of this large war
expenditure, the net national debt of Can-
ada, which was $336,000,000 before the out-
break of war, has risen to over $900,000,000,
although #this will not be shown by our
official statements for some months to come.
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—

the end of the presemt fiscal year it may
reach $1,200,000,000.

From the beginning it has been clear that
it would not be posaible for ¢the people of
Canada to pay, during the war, more than
s part of the principal of our war expendi-
tare. The policy of the Gowernment has
therefore been directed ealong two main
lines: first, to fund the war indebtedness
so as to postpone its maturities to periods
well beyond the end of the war, and sec-
ondly, by increased taxation on the one hand
and the reduction of current expenditure
on works on the other to be in a position to
meet from annual income all annual out-
lays including increased interest and pen-
sion charges and in addition a substantial
amount of the war expenditure itself.

In order to carry out this programme it
will be mecessary, as our war expenditure,
and consequently our interest and pension
charges increase, to .increase also our in-
come. This raises the question of the
sources of revenue siill open to us. A higher

customs taxation upon luxuries has been-

frequently suggested, but this proposal
overlooks the fact that most articles of this
character are embraced under fixed rates
in the treaty with France, and tbe tariff
cannot therefore be raised in respect of
these. Apart from this we should hesitate
at a time when France needs the advan-
tage of all her sales on this side of the
Atlantic to assist her exchange, to place a
prohibition or increased duty against im-
portations from our great Ally. ;
Then it has ‘been frequently suggested
that following the example of Great Britain
and thie United States, we should adopt an
income tax upon all incomes beyond say
$1,000 or $2,000. The comparison in this re-
gard, however, of Camada with eit.‘pm' of
these countries is fallacious. We are not a
country of large accumulated wealth and of
incomes derived from investments. Cana-
dian incomes are derived mostly from per-
sonal earnings, and while thiere are many
exceptions, the rule prevails generally
throughout the Dominion. So far as I am

aware the incomes of the professional and -

salaried classes throughiout Canada have not
materially increased since the outbreak of
the war. In the case of many they hawe
actually declined. This being so0, it does
not seem equitable to impose upon these
the burden of an additional income tax—for
they are taxed now upon their incomes by
municipalities and provinces—at a time
when owing to the war the cost of living
has s0 greatly increased. If such a tax is

to be imposed, it seems to me that so far
as the great majority of Canadians are con-
cerned, it might better be levied in time of
peace, when the cost'of living is again
normal. It is further to be pointed out that
the maximum amount which would be ob-
tained from suchb a tax in-Canada would in
terms of Dominion finance be comparatively
emall and that i*s administration would re-
quire almost a second Civil Service suf-
ficient in number to cover every mumici-
pality, rural and urban, throughout the
Dominion. The cost of leyy and collection
of such a tax would be much higher pro-
portionately than in a geographically small,
wealthy, densely populated country like
Great Britain or than in the United
States, which although of the same area
as Canada has twelve times the population
and much more than twelve times our
wealth. On the whole it would appear to
me that the income tax should not be re-
sorted to by the Dominion Government
until its -necessity becomes clearly and
unmistakably epparent mnotwithstanding
the drawbacks which I have mentioned.
In connection with this tax it is also to
be observed that the larger incomes in &0
far as they are not persomally earned are
derived in part from holdings in joint
stock companies already subject to tax-
ation under the provisions of the Business
Profits War Tax Act. It must also be re-
membered that the Canadian publio are
voluntarily supporting the Canadian Pat-
riotic, Red Cross, and other funds. The
amount contributed annually to these funds
is much in excess of the amount likely to
be realized from, any income tax. It is
true that some wealthy men do not con-
tribute their fair share to these funds.
But this would also be true in any scheme
of income taxation especially with issues
of Dominion bonds exempt from Domin-
ion taxatiom.

The question of further revenue then
narrows down to abnormal profits made by
business firms during the period of the war
and this in my view is the proper ana
legitimate source to which to look for im-
creased revenue to meet the increased cost
of the war. If a businese is making, in
war time, profite above the normal, they
must be due to the abnormal conditions
created by the war, that is to say such a
business is deriving advantage from the
war. It follows that it may properly be
required to contribute a share of such
profits to the Government for the purposes
of the war. I do not see, Mr, Speaker, that
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it makes much much difference whether
the business in question is the making of
munitions or of any other e¢lass. Mun-
itions are needed and no discredit attaches
to the enterprise which provides them. The
steel company which engages in the pro-
duction of munitions could in most cases
make as much if not more money by selling
its steel products in world markets. More-
over, it would be inequitable to discrimi-
nate against the firm which makes a profit
wpon the finished article known as mumi-
tions and leave untaxed the profits (it may
be equally large) of those firms which manu-
facture and supply the raw material or
partly manufactured products from which
they are made, or the businesses through-
out the country which make abnormal pro-
fits from the distribution of money expend-
ed by Governments in payment for such
munitions. If higher profits are made in
the manufacture of munitions the higher
the tax taken under business profits legis-
lation.

In accordance with the principle which
I have enunciated the Government last
year imposed the ‘Business Profita War
Tax.
cess of a certain percentage upon capital
invested were taxed to the extent of twenty-
five per cent of such excess. This measure
has proved quite successful, not the least
of its merits being the small cost of its
administration which will probably not ex-
ceed one-half of one per cent upon the
amount collected. " In view of the increas-
ing interest and pension charges due to
the war and believing .this to be the true
source to which recourse should now be
had for further revenue we mpropose to
extend this tax by taking an increased
share of profits. "

We propose to take from persons, firms
and companies liable to the Business Profits
War Tax Act, 1916, fifty per cent of all
profits in excess of 15-per cent but not ex-
ceeding twenty per cent per annum and
seventy-five per cent of all profits in excess
of twenty per cent per annum upon capital.
That is to say up to fifteen per cent they
will be liable to the existing legislation
and in addition we shall take one-half of
their profits between 15 per cent and 20 per
cent and three-fourths of their profits be-
yond 20 per cent. The increased tax will
chiefly affect manufacturers of munitions
and other war supplies. While the per-
centage of excess profits which is taken
is large, sufficient is left to provide incen-
tive to effort on the part of all subject to
the war tax.

[Sir Thomas White.]

Under that legislation profits in ex-

The new legislation will apply to the
last accounting period of the three year
term provided for in the Business Profits.
War Tax Act, 1916, namely, to all accounting
periods ending after December 31, 1916, I
am unable to estimate what amount will
be derived from this taxation as it will
depend upon the condition of business
during the year. It will however give us
without doubt a very substantial additional
revenue,

Before leaving the question of taxation
I desire to say that the measures we have
adopted have necessarily broadened in their
scope as the war has progressed. No one
has at any time been able to forecast the
length of the war. It has now lasted nearly
three years and the end is not yet in sight.
Should another year be added to its dur-
ation with the consequent increase in our
financial burden new sources of revenue
must undoubtedly be sought. In seeking
for these it should I am sure always be
kept in mind that Canada has been in the
past and will likely be for many years in
the future a country inviting immigration
and capital to develop its resources and con-
tribute to its prosperity. Especially should
we in considering taxation measures for
the period following the war keep in view
the desirability of the flow of settlers and
of capital to Canada not being retarded
through fear on their part of heavy Federal
taxation. ,

. Canada’s War Loan.

The question of our financing since the
last Budget was fully. explained and dis-
cussed in the first part of this session.
During the recess we. successfully floated
the third Canadian War Loan, an issue of
$150,000,000 five per cent, twenty year bonds

~ at 96. The public response was most grati-

fying, the issue having been oversubscribed
to the extent of about one hundred million
dollars. The proceeds of this loan will en-
able us to finance both ourselves and the
Imperial treasury in respect of expenditure
in Canada, until June. It is my present
intention to arrange then for an issue of
notes or treasury bills and if conditions are
favourable offer another war loan in the
early fall.

Since the outbreak of war we have
floated in Canada domestic loans aggregat-
ing $350,000,000 and have in addition fur-
nished $150,000,000 through our chartered
banks to the Imperial Treasury to meet
its commitments for munitions and sup-
plies purchased in Canada. Everywhere, I
believe, this is regarded as a very notable
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achievement on the part of Canada. It has
not only made pos*‘-:ble our participation on
a large scale in the war but it has in
sreater measure than we realized brought
ahout the present state of prosperity in
the Dominion. Without the aid afforded
Ly the savings of our people the expendi-
tures which “have been made in Canada
by both Governments for supplies and mun-
itions could not have been made, so that
those who have saved have benefited not
only themselves but the entire commun-
ity. While our national saving during the
war has been gratifyingly large it is not
so great as it should have been and to-day
no better advice can be offered to the publie
than to exercise the strictest thrift and
economy. Every additional day the war
lasts makes this individual and national
duty the more imperative.

Canada’s Trade 1916-17.

No aspect of our affairs during the war

i= more striking than the vast increase
which has taken place in our international
trade. The aggregate of our imports and
exports (excluding coin and bullion) for
the fiscal year 1912 was $841,000,000; for
1913 $1,063,000,000; for 1914 $1,090,000,000; for
1915 $958,000,000; for 1916 $1,309,000,000.
For the year ended on March 31 last, the
total international trade of Canada reached
the enormous total of $2,043,000,000.

Mr MICHAEL CLARK: Would the min-
ister kindly give us a statement of the
exports and imports?

Sir THOMAS WHITE: If my hon.
friend does not mind, I would prefer to
give them in committee. I have them here,
but I cannot conveniently lay my hand
upon them. This, Mr. Speaker, is nearly
double the volume of the largest trade in
the history of Canada before the war.
Equally notable with this huge increase in
volume is the change which has taken
place in relative amounts of imports and
exports. For 1912, the balance against us
was $125,000,000; for 1913, $309,000,000; for
1914, $180,000,000; for 1915, $36,000,000. For
1916, we had for the first time in many
vears a favourable balance of $249,000,000.
During the last fiscal year this favour-
able balance increased to $314,000,000.
Figures such as these indicate a very pros-
perous condition within the Dominion. It
must however be steadily kept in mind that
the higher prices obtainable under war
eonditions for our national products and
the output of our industrial plants of war
supplies and munitions are chiefly respon-

sible for this extraordinarily favourable
condition of our external trade, and that
with the cessation of the war dislocation
of industry and modification of prices are
bound to ensue. I take it that it is unneces-
sary for me to mention the large increase
in nur exports due to our grain and other
commodities sent abroad by us and the
high prices which have been and are being
obtained for them. I said that, with the ces-
sation of the war, dislocation of industry
and modification of prices are bound to
ensue. The only safeguard against these
conditions is saving on the part of all who
are now engaged at good wages and are in
a position to save and the careful husband-
ing of their resources by firms and compan-
ies engaged in business. The position of
most businesses in Canada is now tho-
roughly sound and it is for their proprie-
tors, with the prudent watchfulness of their
bankers to keep them in that condition.
The sources of danger to business in war
time are speculation in commodities and
stock exploitation on the exchanges. With
these avoided and national savings greatly
increased we might look forward with con-
fidence to whatever may occur in the re-
construction period after the war.

We have no tariff changes to propose.

To carry out the taxation praposal which
I have announced and certain necessary
amendments to the Business Profits War
Tax Act, 1916, I beg 40 give notice of the
following resolution which I shall move
in committee:

RESOLVED, That it is expedient to amend
the Business Proﬂts War Tax Act, 1916, by
providing :—

1. That in any business taxable under the -
Act where the annual profits exceed fifteen
per centum per annum the tax shall be in-
creased to fifty per centum with respect to all
profits in excess of the sald fifteen per centum
but not exceeding twenty per centum per
annum, and where the profits exceed twenty
per centum per annum the tax shall be in-
creasad to s>venty-five per centum with respect
to all profits in excess of the said twenty per
centum, and such increases In the tax shall
be levied against and pald by the person own-
ing such business for each and every account-
ing period ending after the thirty-first day of
December, one thousand nine hundred and
sixteen;

2. That for the purposes of the said Act, the
actual unimpaired reserve, rest or accumu-~
lated profits held at the commencement of an
accounting period by an Incorporated com-
pany shall be included as part of its capital
as long as it is held and used by the company
as capital;

That any enactmcnt foun'led on this resolu-
tion shall be deemed to have come into force
on and from the eighteenth day of May, one
thousand nine hundred and sixteen;
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