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a fellow come to my house while I was home
at Easter, who wanted this question brought
up. I said, “Why don’t you give me a state-
ment to that effect? Put it in a letter to me,
so that I will have it in black and white.”
Their position, however, which I can quite
understand, is that if they did anything like
that they would not be able to get lumber at
all from the retail yards.

Mr. HOWE: Is this the same man who lays
his flooring for three cents a square foot?

Mr. JOHNSTON: I do not want to get
back on that argument, but if the minister
says a man can lay flooring at 3 cents a foot
or less and make a decent day's wages, I say
he cannot do it.

Mr. HOWE: It is now one minute to six;
we have been talking about lumber all after-
noon. Can we not let this go through so
that we may hear the budget quietly tonight,
and go on with something else later?

Mr. JOHNSTON: As far as I am con-
cerned—

Mr. MACKENZIE: May I suggest also
that as a matter of procedure the committee
must rise before six o’clock, so the Speaker
will be in the chair at eight o’clock. Perhaps
my hon. friend would be kind enough to
allow this item to go through now, and then
we shall sit later in the evening, after the
budget speech has been delivered.

Mr. JOHNSTON:
item?
Mr. MACKENZIE: Yes, on this bill.

Mr. JOHNSTON: Let it stand and report
progress.

Mr. MACKENZIE: Then with the con-
gsent of my colleague I move that the com-
mittee report progress and ask leave to sit
again this day. I understand this item has
been carried.

Some hon. MEMBERS: No.

Mr. JOHNSTON: That is not what you
said a moment ago; you said we should report
progress.

The CHAIRMAN: Before the motion is
put, does the item on timber regulations
carry?

Some hon. MEMBERS: Carried.

Some hon. MEMBERS: No.

Progress reported.

You mean on this

At six o'clock the house took recess,

After Recess
The house resumed at eight o’clock.

THE BUDGET

ANNUAL FINANCIAL BTATEMENT OF THE
MINISTER OF FINANCE

Hon. DOUGLAS ABBOTT (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, it is my good fortune
today to introduce a budget, the first for which
I am responsible, under circumstances much
more favourable than those of the recent past.
Behind us are the huge and difficult budgets
of the war years—highwater marks of achieve-
ment set by a Minister of Finance (Mr.
Ilsley) whose name will long be remembered
and honoured by his fellow Canadians—
budgets which are evidence of what the Cana-
dian people can do under the stimulus of war.

Today we have just ended a year in which
our accounts show a surplus—a surplus larger
than the accumulated total of all the previous
surpluses in our history. Today we see a
Canada enjoying a degree of prosperity never
exceeded in living memory. We look forward
to a year of high production and incomes.
Indeed, we would appear to have ample
excuse for self-satisfaction and easy optimism,
if we took account only of our own immediate
situation here at home. Our own position is
favourable and encouraging, but beyond the
Atlantic and the Pacific half the world works
slowly and painfully to rebuild its ruins, and
until much more progress has been made in
both economic and political aspects of inter-
national affairs, we camnot afford to be com-
placent.

I do not propose to take the time to review
in detail our present economic situation. Its
main features are clear. Our available man-
power is almost fully employed, with some
surpluses in special areas and trades and
equally real shortages in others. Demand
continues to outrun supply in many lines of
business. Our exports remain at high levels,
limited in most cases only by our own ability
to supply. Imports are pouring into the
country from the south in large volume,
without appearing to divert much demand
from our own production. Private business
is proceeding to expand, repair and improve
its capital on a scale so large that its plans
will be severely limited by scarcity of
materials, equipment and labour.
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Some increases in inventories are occurring
but apparently not on a large scale, presumably
because the pressure of demand in most cases
is so excessive that neither producers nor
dealers can keep ahead of it. Consumer
purchasing continues to expand amd there is
as yet little sign in Canada of any wide-
spread unwillingness or inability on the part
of consumers to buy what is being offered
to them. The demand for housing remains
so great that the most strenuous efforts to
meet it still leave a gap that can be filled only
over a period of several years. Provincial
governments and municipa]l authorities are
making substantial expenditures to meet de-
ferred maintenance and new public projects
that were postponed during the war. In short,
we are in a period of intense post-war activity,
supported and fed from many quarters.

The results of this are reflected in our
national statistics. The most comprehensive
of these are the figures for national income,
gross national production, and national expend-
itures, which are prepared and published by
the dominion bureau of statistics. I have
arranged to have imcluded in the printed
appendix to the budget a mumber of tables
of these interesting and useful statistics as
well as several tables of other representative
figures that bear upon the budget and the
general state of our economy. The mnational
income, production and expenditure totals for
1946, it will be noted, are only moderately
below the record levels of the peak years of
the war, which years of course reflected the
temporary end ebnormal intensity of effort to
which the war gave rise.

In spite of all the problems of transition
end reconstruction during the past year,
despite the huge shifts in man-power and the
widespread shortages and labour unrest, our
production, income and expenditures remained
at very high levels. The figure for gross
national production exceeded the $11 billion
mentioned in last year's budget as a target
which we might fail to reach because of inter-
ruptions to production. Examipation of the
table of national expenditures will show that
there was a sharp decline during the year in
government expenditures on goods and eervices
but this was very largely offset by increased
expenditures on plant, equipment and in-
ventories on the part of private business, and
by a very substantial increase in consumer
expenditures. On the income side, there was
& slight reduction in income from the peak
level attained in 1945, but an incremse in
wages and ealaries and in the income of
individual businesses, reflecting chiefly & sub-
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stantial increase in the net income of farmers
which reached last year levels higher than even
those of the war years.

In this present period of prosperity, infla-
tionary pressures continue at work, though
on & scale reduced from previous years. We
no longer have the huge war requirements
of our own and other governments exerting
a constant and almost irresistible force on
prices and supplies. The upward pressure of
costs is also less strong, and in many cases
adjustments have already been made to higher
cost levels during the past year. The first
rush of returned servicemen and other com-
sumers to buy whatever was available is now
subsiding and one can expect buyers to be
more gelective. On the other hand, of course,
we must recognize that export demands for
many products remsin strong despite exchange
difficulties of some of our customers. The
huge expenditures of business on new plant,
equipment, buildings and stock in trade now
constitute in themselves a very potent infla-
tionary pressure. Price levels in other coun-
tries, particularly the United States and
Britain, are substantially higher than our own,
and through both exports and imports they
exert a strong upward thrust upon our prices
which has only been partially offset by the
readjustment last year of our exchange rate.

On balance, while there are still some in-
flationary forces to contend with, they are
less powerful than m the past and not such
as to interfere with the orderly decontrol
of prices and supplies. I will not trespass here
upon & subject already debated at length in
this house this session, but I can and should
say that in budgeting we must take into
account the process and results of progressive
decontrol.

In appraising our current situation we must
also recognize the special and temporary
character of much of the expenditure that is
the stimulus to our present high level of
income and production. Our war expenditures
are largely finished, but there are many
substantial expenditures such as those for
veterans’ benefits, which will diminish as
time goes on. Much of the large expenditure
of business on plant and equipment represents
accumulated or postponed requirements and
does not give us any reliable guidance as to
what we may expect on a continuing basis,
even under relatively prosperous conditions,
Consumers, too, are probably still making
purchases to meet eccumulated needs that
arose directly or indirectly out of the war, or
are using extra wartime savings for special
purposes, and consequently they are probably
spending more and saving less than they
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normally would with incomes at present
levels. So with our export sales as well; some
of our largest customers are buying more
from Canada, because of their abnormal needs
at present and because other mormal sources
of supply are not available, than we can reason-
ably expect them to buy on a continuing besis.
We must be prepared for reductions in some
or all of these abnormal expenditures of
various types in the not distant future, and
we must be prepared for the changes and
adjustments in our production necessary to
fit it into & more permanent pattern.

Notwithstanding the temporary and special

nature of some of these forces, it is encour-
aging to find that our present prosperity is
largely based upon consumer and business
expenditure as well as a high level of exports
and can be expected to continue without any
special expenditure made by the government
for the purpose of sustaining it, whether by
incurring deficits or otherwise. The demands
for our production this year are so strong that
I think we may legitimately meke our budget
plans in-the expectation that our gross national
product for this year, 1947, will exceed the
_estimated total of $11-1 billion for 1946 and
may amount to something close to $12 billion,
caleulated at prices somewhat above those pre-
vailing last year. Any such forecast in these
uncertain and abnormal times is subject to
a wide margin of possible error and to many
qualifications. In particular, we must expect
that the figure will be less than that I have
mentioned, if a substantial recession should
occur in the United States later this year.

One of the main supports of our current high
level of production and income which is the
result of special government action is, of
course, our large volume of exports, financed
in part by the loan to Britain and by export
credits to France, Belgium, Holland and some
other countries. These loans have been made
to enable those who have been our customers
in the past, and will be our customers in the
future, to buy Canada’s export products during
this critical period when the world has been
reconverting from war to peacetime produc-
tion. These countries could not have bought
from us on anything like this scale without
such loans. It is very much in our interest
that they should be able to buy during this
period, not only as a means of getting our
production and trade reestablished immedi-
ately, but also in order to assist these good
customers and friendly countries to reestablish
their own economic life on & satisfactory basis.

This export credit programme and the loan
to Britain are, of course, essentially transitional
measures. None of us contemplates a continu-
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ing, large-scale programme of government lend-
ing to finance our exports. We in Canada must
count on the returns from our exports to pay
for our imports and to pay our other bills
abroad, including the service of our external
debt. We have consequently had to limit the
credits that we have granted and to request
those countries borrowing from us to pay for
part of their requirements in foreign exchange
that we can use to buy our own imports. We
have also recognized that those to whom we
are lending must have such help as we can
give them in reestablishing and expanding
their own export trade, so that they may con-
tinue to buy from us later and repay what we
are now lending. Creditor countries must be
prepared ultimately to accept repayment in
goods and services. In the case of Canada, we
are now a creditor of some countries and at
the same time a debtor to the United States,
and we must act and plan with both these facts
in mind.

During the past year the high level of
Canadian production and income has led to a
very high level of imports, as supplies became
available in other countries, particularly in the
United States. This large volume of imports
has made possible & more rapid rise in our
living standards, a speedier reconversion of
our industry, and a more adequate supply of
essential materials for our production than
would otherwise have been achieved. Since
supplies from many countries were not avail-
able, most of our imports have had to come
from the United States and have had to be
paid for in United States dollars at a time
when our receipts of United States dollars from
abroad were greatly reduced by the fact that
many of our customers had to obtain credit for
a substantial proportion of their purchases
from us. The result, of course, has been that we
have found it necessary to draw substantially
upon large exchange reserves built up in the
last years of the war and the first year after
V-E day. We fully expected that it would be
necessary to draw heavily upon those reserves,
and this was made quite clear last summer
when our exchange control legislation was
before parliament. At that time highly tenta-
tive and conservative estimates were given of
the possible drain on our reserves that might
be expected, but these, I am afraid, were
regarded in some quarters as exaggerated—
they were treated in some quarters as a
rather laboured attempt to justify exchange
control, the wnecessity for which some
were inclined to deny. Since that time, as the
extent of our trade deficit with the United
States has become apparent through the pub-
lished trade statistics, there has developed a
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tendency to go to the other extreme, and
many unfounded rumours have been put into
circulation. In these circumstances I felt it
was desirable to table yesterday, somewhat in
advance of the time when I normally would
have done so0, the report of the foreign ex-
change control board for the year 1946, which
gives & great many facts concerning our trade
and international financial position for that
year.

I need hardly say that hon. members will
find that report worthy of careful study. It
shows that our official holdings of gold and
United States dollars declined during 1946 by
$263 million but that we still had a total of
$1,245 million at December 31 last. While we
had a net favourable balance on current account
of $458 million with the world as a whole and
one of $854 million with all countries other than
the United States, our current account balance
with the latter country was adverse to the
extent of $603 million. This large current
deficit with the United States was due in part
to certain temporary factors, including the
abnormal Canadian demands for United States
goods and travel which we had largely done
without for years, the filling up of empty shelves
and warehouses, the high level of United States
prices, the shortage of goods from alternative
sources of supply and certain payments by the
Canadian government for the purchase of
military assets and equipment . But it would
be a mistake to place too much emphasis on
such special influences. The fact is that in
any period in which we are enjoying high levels
of production end high consumer incomes,
Cenada imports & great dezal from the United
States. In other words, our large adverse bal-
ance last year—and the continuing high level
of imports—is to a very considerable extent
the product of Canadien prosperity.

This point has a real bearing on the validity
of the suggestion which is made in some quar-
ters that it would have been better not to
have restored the Canadian dollar to parity
last July, and that the way to stop the drain on
our United States dollar reserves is to reverse
that action, This argument is based largely on
pre-war conditions of unused capacity and
limited demand that do not exist today. It
seems to assume that exchange depreciation
would restrict the flow of imports or increase
the flow of exports. A large proportion of our
imports from the United States, including for
instance, such necessary products as coal, petro-
leum and raw cotton, would clearly not be
affected at all, and under present conditions of
shortages on the supply side and urgent and
unsatisfied demands on the other, the effect on
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our volume of imports of, say, a 10 per cent
change in the cost of most other import items
would be very slight indeed. After all, the rise
in prices in the United States which has occur-
red since last July has had no apparent effect in
discouraging imports to this country. On the

export side, too, the change in the exchange

rate has had relatively little, if any, effect in

reducing the amount of our exports, except

possibly to some extent in the case of gold

and, indeed, the change may have actually

increased our receipts of foreign exchange in
some cases as a result of adjustments in the

prices obtained by our exporters. Our judg-
ment on this matter has, I think, been con-

firmed by the action of many other govern-
ments. The exchange rates which they have

selected and maintained indicate fairly clearly

their view that under prevailing conditions of

widespread shortages, limited supplies and

urgent needs, the possibility of a country

improving its exchange position by currency

depreciation is extremely limited. Our return

to parity last July was designed to relieve the

pressure on our price ceilings and reduce the
strong tendency to inflation in both prices and

costs of production. Evidence of the contribu-.
tion it has made in this direction is to be found

in & comparison of the movements of prices in
Canada and in the United States since last
July, which can be seen in table VI in the

appendix to this budget.

Another important point to which the foreign
exchange control board’s report calls atiention
is the extent to which the deficit in our ac-
counts with the United States is offset by
dollars or their equivalent received from other
sources, including those countries to which we
have granted credits. Last year we received $237
million of gold and United States dollars as a
result of transactions with countries other than
the United States—chiefly the United Kingdom,
France and other countries to which we had
extended credits. This year we expect to re-
ceive substantially larger payments in con-
vertible exchange from the United Kingdom
and from a number of other countries. Since
last January the United Kingdom has been
paying us for a portion of its current Canadian
requirements in sterling, which we can and do
convert into United States dollars or other
currencies we require,

Moreover, we have now reached the time
when Canada may expect to benefit from the
new international machinery which has been
established during recent years to aid in inter-
national monetary and financial affairs. The
recent commencement of operations of the
international monetary fund may scon result
in overseas countries providing us through the



APRIL 29, 1947

2547
The Budget—Mr. Abbott

fund with cash or a source of cash. The
international bank will very shortly be making
its first loans. The additional United States
dollars which these loans will provide should
assist certain countries now borrowing from us
to pay for a portion of their purchases here in
United States funds,

Finally, as the house is no doubt aware,
eighteen of the leading trading nations of the
world are now engaged in Geneva in vitally
important trade and tariff negotiations. These
discussions are intended to lead to substantial

tariff reductions in the United States and else-

where and to the establishment of an agreed
code of behaviour between nations in the field
of commercial policy and related matters. The
ultimate objective of these negotiations is to
make possible the restoration of multilateral
trade on a large scale, which is the best
possible basis for Canadian prosperity and
stability.

I have referred to certain elements in our
exchange situation and prospeets which have
helped, or will help, to meet the problem
caused by our large, adverse balance with the
United States. I have done so in order to give
the house a balanced picture. No one would
deny that, even after allowing for these
favourable elements (of which I may say there
has been no general knowledge or apprecia-
tion), Canada in common with practically all
countries in the world, other than the United
States, has a United States dollar problem.
This is no new problem with us. In the course
of the war, to go no further back than that,
we had a United States dollar problem
which in some ways was more difficult than
what we have to-day. Indeed, we reached a
point in the early stages of the war when our
reserves were almost completely exhausted.
But we quietly took constructive measures to
deal with the situation and thus owing in part
to our own efforts and in part to the coopera-
tion of the United States we were able to
master the problem. Not only did we meet all
our requirements but we entered the current
period with exchange reserves several times as
large as at any previous period in our history.

In considering the present situation, it be-
hooves us to maintain a reasonably balanced
perspective. In terms of basic economic
fundamentals Canada’s international position
is stronger today than at any previous time
in our history. We emerged from the war
with our productive apparatus not only com-
pletely unimpaired but enormously enlarged
and strengthened. Our working force is larger,
more highly skilled, and more fully employed
than ever before. Our competitive position in
world trade has been greatly improved as a
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result of our increased efficiency and the
degree of control we have been able to exercise
over inflationary rises in prices. Since the
beginning of the war we have reduced our net
international indebtedness by about thirty-five
per cent. and this in spite of supplying huge
quantities of goods to our allies on a gift or
mutual aid basis. In 1946 we had a favourable
balance in our current transactions with the
world as a whole greater than that achieved in
any previous year.

In this field of international trade and ex-
change, there are unquestionably problems
which we must face and changing situations to
which we must adjust ourselves. It will con-
tinue to be our policy to seek for constructive
solutions to these problems in a straightfor-
ward, common-sense manner in collaboration
with other nations,

I believe the house is in general familiar
with the main aspects of our negotiations with
provincial governments during the past year,
but perhaps I should not let this occasion
pass without a few comments about this
important problem of dominion-provineial
relations. .

The offer made by the dominion in the
budget of last June was promptly accepted
as a basis for negotiation by three provinces
and later by several others. In the course
of discussions with these provinces, which
extended over several months, the original
terms were subject to a number of modifica-
tions and the details of agreements embody-
ing the necessary provisions to safeguard
the interest of all parties were hammered out
and agreed upon.

The modified formulae for determining the
amount of the annual payments to be made
to the various provinces were the product of
a most intensive study of the whole problem
and represent, I believe, the ‘most successful
attempt yet made to achieve equitable treat-
ment of all provinces. They maintain intact
the existing psttern of statutory subsidies which
are the product of a long historical evolution
and in the additional payments they represent
a fair compromise between the two alternative
methods of allocation, namely, fiscal need
and taxability or tax potential—a fair com-
promise between the school of thought which
believes in equal per capita payments and
that which would base payments on the
relative ability of the wvarious provinces to
raise revenues from the tax sources in question.

The stability of revenues assured by the
guaranteed minimum payments represents one
of the chief advantages of the plan to the
adhering provinces. Their revenues will rise
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as their population end the gross national
product rise but the assurance that regardless
of fluctuations in the national income, regard-
less of whether the next few years bring a
recession, provincial revenues will be supported
by these large irreducible minimum payments
is of particular value to them. Far from
weakening their autonomy or sacrificing any
of their constitutional rights, they have merely
found a method of utilizing one of these rights
—the method of renting instead of cultivating
a tax field—whereby they can assure this
revenue at generous levels guarenteed against
the risks of economic advemity and participat-
ing also in the profits of growth and prosperity.
With this assurance of stable and rising
revenues, they are for the first time in a
position to plan with courage and confidence
and & sense of real independence, programmes
for the efficient discharge of their constitutional
responsibilities.

The government of Canada looks forward
to the day when the agreement of all or
substantially all the provinces will make pos-
sible the achievement of the great national
purposes which impelled the dominion to make
its comprehensive proposals of August 1945.
These include not only the elimination all
across Canada of the evils of duplication and
conflict in the fields of direct progressive taxa-
tion which have such important economic
effects, but also the development of an efficient
and flexible tax system designed to promote the
expansion of employment and incomes, as
well as a comprehensive programme for the co-
operation of dominion and provincial govern-
ments in the field of public investment and
social security.

Nevertheless, we do not ask any province
to accept a tax agreement unless it believes
such agreement to be in its own interest as
well as that of the country as a whole. We
did our best to shape the offer of last June
in such a way as to meke it possible and
satisfactory for any province to remain out
of the agreement if it wished to do so, and
we would far prefer to have & province remain
out indefinitely than to endeavour to persuade
it to come in against its own judgment of
where its true interests lie.

REVENUE AND EXPENDITURE 1946-47

Detailed information about our revenue,
expenditure and debt is provided for the
house and the public in the white paper
which will be printed as an appendix to the
budget, and therefore I shall only draw atten-
tion here to the main points of interest. As
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the accounts will not be completed for some
weeks, the present figures are estimates which
are still subject to change.

The grand total of expenditures for the year
amounted to approximately $2,632 million,
which was just over half, 51 per cent to be
exact, of the expenditures for the preceding
year. Total revenue of all kinds, including
refunds of previous years’ expenditures and
other special receipts and credits, amounted
to $2,984 million, only $29 million less than
the total of the previous year. There was
consequently a surplus of about $352 million,
constituting a reduction in our net debt.
This is, of course, a surplus of quite un-
precedented size and, in fact, compares with
a total of $319 million for all previous sur-
pluses in Canada’s account since confedera-
tion. Such a surplus is, of couree, very
gratifying. We can take legitimate pride
in the fact that in the first fiscal year beginning
after V-J day we have been able to better
than balance our public accounts by & wide
margin. This large surplus is & tribute
primarily to the health and strength of
Canada’s economy but the government of the
day and particularly my predecessor, the
present Minister of Justice, are, I believe,
entitled to take credit for the prudent man-
agemeént of the country’s financial affairs to
which this result bears witness.

We should not, however, be led into false
optimism, nor should we jump to the conclu-
sion that our present tax structure is much
more than adequate to meet all our future
requirements. There are abnormal aspects
of both the revenue and the expenditure sides
of our accounts which need to be considered
before we can obtain anything like a true
picture of probable future budgets.

On the revenue side, for instance, there are
special receipts of $372 million, representing
the proceeds of sale of surplus war assets,
refunds of previous years' expenditures and
other credits of a temporary character.

Some hon. MEMBERS: Oh, oh.

Mr. ABBOTT: Yes, but there are also
excessive expenditures on the other side.

In addition our tax revenues include a sub-
stantial amount of payments by taxpayers in
respect of income received in earlier years
or arising out of the nom-recurrent taxation of
accumulated surpluses of private companies.
Moreover, our revenues are based on very
high levels of production, incomes and im-
ports which we probably cannot expect as
normal levels in future years. I have said
enough to demonstrate that it would be a
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mistake for us to assume that, if we were to
retain our present tax structure, we could
expect to obtain total revenue of a magnitude
approaching that of the year just closed.

But while.I emphasize that, I also wish to
stress the fact that our expenditures for the
past year included substantial sums for items
of a temporary, abnormal or non-recurring
character. National defence, for instance,
spent some $376 million during the year, which
is $136 million more than is being estimated
for the current year. The Department of
Reconstruction and Supply spent $70 million
on liquidation and termination of contrects
alone. Veterans Affairs paid out almost $320
million for war service gratuities and re-
establishment credits, $100 million for dis-
charge benefits and $50 million for treatment
services. The continuing cost of subsidies
introduced during the war accounted for about
$208 million. There were many other items
included in the 1946-47 expenditures which will
either be entirely eliminated or greatly re-
duced in future years. The grand total of
expenditures incurred last year must therefore
be considered in the light of these abnormal
or non-recurring factors. On the other hand,
there is another type of allowance which will
have to be made, if and to the extent that
this parliament approves the undertaking of
new services or the provision of new benefits.
Here, in this parliament is where the real
control of expenditure must rest. We may
talk all we like about the necessity of reducing
expenditures but if, at the- same time, or,
perhaps on the following day, we press for
this or that new service or benefit, this or
that new project, or an increase in this or
that benefit, we are thereby making it im-
possible to maintain that more reasonable level
of public expenditures which the cessation of
war and demobilization expenditures should
bring.

What I am getting at is this: Our surplus
is a real one and one from which we can find
encouragement, but it has been obtained at
high levels of revenue and expenditure which
do not necessarily give an accurate indication
of the shape of things to come.

Total revenues for the year exceeded by
$509 million the forecast made in the budget
of last year. The largest increase over the
forecast was in the item for special receipts,
which the then Minister of Finance stated
could only be an arbitrary estimate, and in
respect of which we received in fact $372
million rather than $200 million. He stated
that the estimates in respect of other items
were believed to be conservative, and I think

the prevailing view was that he was not being
conservative enough. Caution was the only
attitude which a responsible Minister of
Finance could take, particularly in the light
of the prevailing shortages, uncertainties and
industrial unrest which prevailed when the
budget was brought dofwn.

In any case, our production, trade and in-
come, on which our revenues were based, turned
out to be surprisingly well maintained last
year, despite the early difficulties and uncer-
tainties. Consequently customs duties and
personal income taxes, both highly sensitive
to economic change, substantially exceeded our
forecasts. We probably underestimated the
effect on our income tax revenwes of the
return of veterans now getting taxable wages
and salaries instead of tax-free service pay
and allowances, as well as the effect of the
mrge retroactive increases in wege rates.
Corporation profits also turned out to be
considerably higher than it had been felt safe
to count upon, with the result that revenue
from corporation income tax and excess profits
tax amounted in all to about $688 million,
which was 27 per cemt above the forecast.
Sales tax as well reflected the much greater
supply of consumers’ goods available for the
market. Ita yield at about $300 million was
20 per cent above the figure included in the
last budget. Other excise taxes on consumers’
goods showed a much smaller increase over
the figures budgeted, and the yield of excise
duties on liquor and tobacco tumed out to be
quite close to the anticipated figures. Succes-
sion duties, taxes on interest and dividends
going abroad, and miscellaneous taxes produced
revenues close to the estimated figures,
while non-tax revenues were slightly less than
anticipated.

On the expenditure side, the figures for the
last year were well below the amount estimated.
The total as estimated at present, is $2,632
million, which is $137 million, or 5§ per cent,
below the total of the main estimates for
the year, which in the budget was taken as a
safe limit to set on probable total expenditures.

Expenditure on national defence amounted
to $376 million, which was $113 million less
than that authorized by the estimates, and
was, of course, only a small fraction of such
expenditure in the previous year. Expenditure
by reconstruction and supply, mainly on con-
tract termination, emergency housing and coal
production, amounted to sbout $137 million,
compared with total estimates of $231 million,
the main reduction by comparison with the
estimates coming in connection with termina-
tion of war contracts. Expenditures of all
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kinds by the Department of Veterans Affairs
amounted to about $607 million compared with
aggregate estimates of $667 million. As I have
said, the total cost during the past year of
subsidies of all kinds, introduced during the
war, paid by various departments and
agencies amounted to approximately $208
million.

Following the practice of the last six years
I have provided for an addition of $25 million
to the reserve for possible losses on the
ultimate realization of active assets. Under
the Consolidated Revemue and Audit Act it
is the duty of my department to present in
the public accounts, to quote from the act,
such “accounts and matters as are required ‘o
show what the liabilities and assets of Canada
really are,” at the date of such statement. I
believe this obligation is to present what is con-
sidered to be a true picture of such assets and
liabilities. The government of Canada has
loans, advances, investments and other assets
amounting in the aggregate to over $4,746
million which it carmries in its books as active
assets. It is obvious that while ‘these assets
on the whole are believed to be good assets,
there is bound to be a certain percentage of
Joss on their ultimate realization. No one can
forecast the future with sufficient acouracy to
know precisely how large this loss may be.
We can only use reasomable judgment and
each year since 1941 it has beer decided that
the reasonable thing to do was to set aside
$25 million as a reserve to take care of such
losses. At March 31 last, the total amount
in this reserve was $1556 million after certain
write-offs had been made against it. I would
not go 8o far es to say that this sum, which
represents 3.2 per cent of the total book value
of our active assets, is a highly conservative
estimate of the amount necessary to bring the
book value of our active assets to & wholly
realistic basis but I do believe that it is
pot an unreasonable proviasion for the purpose.
No doubt ministers of finance reviewing
the situation in future years may wish to
build up the reserve 10 & somewhat larger
amount over a period of time,

I have already referred to the impossibility
of predicting with accuracy the probable total
amount of ultimate loss in respect of all our
active assets. It is even more difficult to
assign this loss to individual assets or types
of assets, although losses are more likely in
certain cases than in others. In any case I
am convinced that it would be unwise from
the point of view of public policy to break up
this reserve and earmark it against particylar
items in our active assets. No business man
would reveal in his published statements the
amount of his bad debt reserve carried against

[Mr. Abbott.]

the account of each individual debtor; if he
did, he would place himself in a very weak
position in the collection of his accounts.
Similarly, I believe that it would not repre-
sent prudent or efficient administration of
Canada’s financial affairs to show in the
public accounts specific reserves to meet
possible losses in connection with specific
agsets. The genera.l reserve offers a better
method of assuring a true presentation of
Canada’s assets without any disadvantage.

I should point out that while it is believed
no specific parliamentary authority, other than
that to which I have referred, is necessary to
set up and add to this reserve, it is of course
clear that no asset can be written off in whole
or in part and the write-off charged to this
reserve, unless there is parliamentary author-
ity, general or specific. During the past
year, write-offs amounting to $19-6 million
were made and charged to this account. These
involved various investments made during the
war in government owned plant and equipment
carried in our books as active assets, and the
authority for the write-offs was the Surplus
Crown Assets Act.

In addition to our budgetary expenditures
the government made substantial outlays dur-
ing the year in the form of loans or advances
or the purchase of investments, in regard to
which detailed information will be found in
the white paper. The largest of such invest-
ments was that of $640 million in advances to
the United Kingdom under the financial
agreement approved by parliament last year.
The United Kingdom drew rapidly on this
credit during the past fiscal year, but we do
not expect drawings this year to be so rapid, as
a considerable part of British requirements in
Canada are now being met by payments in
convertible foreign exchange derived from
other sources. Drawings under export credits
to other countries amounted in all to about
$267 million. All these were offset to a large
degree by repayments of earlier loans and
advances to various governments, so that our
net investment in credits to other governments
last year amounted to $648 million.

Owing to our surplus of revenue over ex-
penditures, and repayments of various loans
and advances. including some of those made
to the foreign exchange control board. it was
possible to meet all our requirementa for cash,
apart from debt redemption, without net new
borrowing during the year. The only sale of
new securities to the general public was the
issue of Canada savings bonds, which com-
menced in November. The amount of this
issue outstanding at the end of the fiscal year
wag $488 million. The proceeds of this issue,
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together with other available funds, made pos-
gible the redemption of $779 million of matured
or called securities, apart from those renewed
or converted, which resulted in a net reduc-
tion during the year of $283 million in our
funded debt.

The estimated gross liabilities of the do-
minion at the end of the fiseal year amounted
to approximately $17,660 million, against which
active assets of approximately $4.590 million
were held, leaving an estimated net debt of
$13,069 million as of March 31. This, of course,
is $352 milion less than a year ago, as a result
of the surplus on the year’s operations. I
should repeat that these figures are preliminary
estimates subject to adjustments before the
final accounts are struck.

BUDGET FORECAST 1047-48

In assessing the budget requirements for the
new fiscal year, we should first recall that the
total expenditures provided for in the main
estimates are approximately $1,996 million.
To this must be added $6 million of supple-
mentary estimates already introduced, mak-
ing the total $2,002 million. There will as
always be supplementary and further supple-
mentary estimates which must be taken into
account and, on the other side of the ledger,
we may expect the departments to make cer-
tain savings in the funds made available to
them. It is the net result of these factors
which will determine the total expenditures
for the year.

At this time it is not possible to forecast
with great accuracy the amount of additional
funds which parliament will be asked to pro-
vide before the end of the year. However we
can already see some of the purposes for which
more funds will be required. One of the most
important of these is to carry out our obliga-
tions under the new taxation agreements with
certain provinces, Funds for this purpose
could not be included in the main estimates,
as the authority to enter into such agree-
ments had not yet been granted by parliament,
but in making our budget plans we must, of
course, allow for them. At the present time
the governments of six provinces have
obtained or are now in the process of obtain-
ing from their legislatures authority to enter
into agreements. Qur latest calculations of
the gross annual payments to be made to
these provinces in respect of the fiseal year
1947-48, using preliminary estimates of popu-
lation and of gross national product, give a
total of approxmately $78,400,000. From this
amount must be deducted the statutory sub-
sidies payable to these provinces. Only three-
quarters of the net remaining payments to

the provinces, or approximately $52,150,000,
will be payable during the current fiscal year
because of the timing of the quarterly pay-
ments involved.

From these payments one would normally
deduct a credit for the special corporation
income tax to be levied by the provinces in
accordance with the agreements. It has been
estimated that this adjustment for the six
provinces under consideration would be in the
neighbourhood of 15 to 20 million dollars for
a full year, but no deduction in respect of this
item will be made until after the end of this
fiscal year.

To the net total I have already mentioned,
we must add the subsidies to be paid to the
waritime provinces under the Duncan and
White commission awards, namely $2,475,000,
and the special payments to be made to New
Brunswick and Prince Edward Island in
respect of the “gap” between the termination
of their war-time tax agreements and the date
from which the new agreements will com-
mence, April 1, 1947, These payments, for
which authority will be sought in the new
legislation dealing with the tax agreementa,
will amount to slightly more than $3 million.
The total, therefore, which we must add to
the estimates to cover additional payments
to provinees, is approximately $58 million. Of
course, if more than six provinces enter into
the agreements during the year, the total may
exceed this figure.

While these further payments to provinces
will be the most important addition to the
expenditures contemplated by the main esti-
mates, there will be others, some of which
cannot now be foreseen but a number of which
are already in prospect, as for instance, the
increases in old age pensions to be provided
for by legislation already announced. While
we expect that, as usual, departments will not
spend all of the funds provided for in every
one of their votes, I do not think it is safe
this year fo count on savings as large as usual,
in view of the pressure that has been put on
all departments to cut their estimates to the
bone. After making due allowance for all the
considerations that appear pertinent and
endeavouring to avoid either excessive cau-
tion or undue optimism, I have come to the
conclusion that the best estimate that can be
made at the present time of our total expen-
ditures for the current fiscal year is $2,000
million.

Turning to the revenue side, we cstimate
that our present taxes under the laws now in
force and applied under the conditions of the
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current fiscal year as we now foresee them
would yield total revenues of approximately
$2,450 million. This includes tax revenues
estimated at $2,200 million, non-tax revenues
(mainly return on investments and post office
receipts) estimated at $160 million, and
special receipts and eredits estimated at $90
million. These tax and revenue figures include

an estimated yield of $40 million for gasoline
taxes, the repeal of which as from April 1
has already been announced and which is
included with the tax changes in this budget.
With the consent of the house, I shall place
on Hansard a table showing the details of
this estimate in comparison with the actual
revenues of 1946-47, as now estimated.

Forecast Actual
—_— Fiscal Year | Fiscal Year
104748 104647
s (Preliminary)
(millions) (millions)
$ $

Cstoms DUtIan: .. ..o coiinve sermm i nim s s sies 38 s iee on s sses srs s e 230 237

T g 11T T —— 200 196

Bales TAX (BBL). . ..o eeveeereneeaetensenseesannnnannsnnaseatoarosrareronnes 325 208

Other Excie TRTeS. i ......ccuuuuunrnnrrrrneaennaerrssrissiassirasissssnnnnns 290 281
Income Tax—

BTSORBL. oo s sates SRR R S R A e S R B e 625 695

rporate......... R N e L DL T SRR 239

Exnons PrOMES TR, . .. ..o ovivviineeinmnis ssimsiesis smm s @mme e 6ume K asas s 449

Interest and Dividends..............ccovvnvvinnnnnnnns 30

Buccession Duties.......ocvivureereerenrrnrrornrsreeasasasinsnnes 24

Minoallaneons. ... ..ol it aahanciesnen s Fasesossesenesesses 10

Total Tax Revenue.............. 2,459

Deduct Refundable Taxes....... -7

Non-Tax Revenue.........ccovuieriinruenisaranasansnnns S 160 160

Total Opdinacy Reventm: ..o mrisa v s s s 2,360 2,612

Bpecial Reotipte: ... i it i i ey va s se cae e e S B e S 372

TOTAL TEBVRIOR  ovoviorinimminn/owas o6 nie s 5 Siboas 00,5940 4 5 (¥ G350 35 2,450 2,084

It will be noted that total estimated revenue
on this basis would be $5634 million less than in
the year just closed. One of the principal
reductions expected, namely $282 million, is in
gpecial receipts and ecredits, where we can no
longer count upon large refunds of previous
years’ war expenditures or upon such large
sales by War Assets Corporation as during the
past year. We also anticipate a large reduc-
tion in the revenue from excess profits tax as &
consequence of the changes introduced last
year and which are only now taking full effect
wpon our revenue; this decrease will be offset
in part by a corresponding increase in revenue
from the corporation income tax, which has
replaced a portion of the flat rate of the
former excess profits tax. Personal income tax
revenues are also shown at a lower figure as &
consequence of the chgnges which went into
effect on January first this year. Apart from
these changes and certain minor ones that I
shall not attempt to mention here, the table
shows that we are anticipating a buoyant
effect on revenues resulting from & national
income and expenditure likely to be somewhat
higher this year than last.

[Mr. Abbott.]

It will be apparent from the estimate of
expenditure and revenue which I have just
made, that if no tax changes were made we
would anticipate a surplus of approximately
$350 million during the fiscal year which has
just begun. In view of the inevitable uncer-
tainties, both in regard to several major iteme
of expenditure and in regard to the level of
corporate profits and other constituents of
national income, we cannot take this forecast
a8 a firm figure but it is the best estimate
which we can make at the present time and
indicates the general nature of the budget
situation confronting us.

The house is of course aware that in addi-
tion to our budgetary expenditures, the govern-
ment is also called upon to provide cash during
each fiscal year for the making of certain loans,
advances and investments which increase the
active assets of the dominion and therefore do
not affect the surplus or deficit or the net debt.
Apart from the usual capital advances to the
Canadian National Railways and the national
harbours board and loans for housing or to
veterans, the principal items of this nature
to be expected during the coming year are the
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continuing advances to Britain and other
governments under existing agreements. As
at April 1, the sums still remaining unused in
these credits aggregated $870 million. There is
likely to be some offset to this type of demand
upon our cash resources in the shape of further
repayments of various loans and advances
previously made. However, any proper esti-
mate at this time of the net result of these
advances and repayments would be almost
impossible to make. I shall therefore not
venture to make any forecast as to our net
cash requirements over and above our budget-
ary expenditures. We should, however, always
bear in mind that a prospective budget surplus
in our accounts does not necessarily mean a
surplus of cash receipts over cash require-
ments,

We must also bear in mind that before the
end of this fiscal year we must repay refund-
able taxes amounting to $89 million, $58
million being in respect of personal income
taxes and $31 million for excess profits tax.

TAX POLICY

From what I have already said it will be
clear that we can afford tax reductions without
thereby creating a deficit in our accounts.
Reductions in taxes leading to modest reduc-
tions in our revenues will result not in an
increase in our net debt but rather in a smaller
prospective reduction in that debt.

From some points of view it can be strongly
argued that under the prevailing favourable
economic conditions - we should concentrate
upon the maximum reduction of the national
debt which of necessity had to be built up to
such huge proportions during the war. It is
a sensible and far-sighted policy to reduce the
national debt in good times and permit it to
increase in times of economic adversity. We
must expect, I believe, that at times when our
employment, production and incomes are below
satisfactory levels, our revenues will fall short
of our expenditures. Indeed, at such times it
will probably be necessary to incur expendi-
tures of various kinds to assist in restoring
better levels of employment and income. It
is a necessary corollary of this that we should
aim at a surplus in times of prosperity and
very high levels of income and employment,
such as we have at the present time. Only by
efforts to maintain our revenues under such
conditions can we hope to avoid indefinite and
undesirable accumulation of debt over the
long run.

Economic considerations alone would hardly
justify immediate tax reductions. As I have
already stated, there are still substantial infla-

tionary pressures pushing our prices and costs
up. Reductions in taxes may add to these
pressures in some measure, though they should
reduce some of the demand for higher wage
rates.

We must, however, look beyond these
immediate circumstances and take other fac-
tors into account. The rapid rate at which
taxes had to be increased in Canada during
the war, experienced against our North Ameri-
can background of a long history of low taxes
and relative freedom in economic affairs, has
given rise to an acute tax consciousness,

Had our taxes been raised gradually and
under normal conditions to their present levels,
had they been increased for the productive,
peacetime purposes of national development
and social security rather than for the unpro-
ductive purposes of war, then the present
levels might perhaps have been acceptable and
tolerable as continuing levels, - Instead, how-
ever, they represent a position to which we
have returned after a sudden and unpleasant
excursion into painful wartime levels of income
tax, and people are still smarting so much from
their wartime experience that even after the
substantial reductions made in the last two
budgets, the present levels of personal income
taxes are regarded as excessive by a large pro-
portion of the public. Therefore, whatever
may be argued from the point of view of
immediate economic effects or long-term debt
policy, one must reach the.conclusion that
those who must bear them .are not ready to
support income taxes on the present scale. In
fact, I am sure that were our present levels of
personal income tax to be continued, they
would constitute a serious impediment to a
full working effort and a brake upon the drive
and initiative of men and women in all groups
and classes.

There is another important point. We in
Canada must always remember the effect upon
us and our policies of our proximity to the
United States, So close and insubstantial is
that common boundary line to most Cana-
dians, so many-sided are the business and
social relationships between our two peoples,
so important is the influenee exerted by the
larger economy upon the smaller one, that we
cannot for long follow widely divergent tax
policies without causing serious strains., It
would appear that if Canadians are asked to
carry tax burdens which, after making due
allowance for lower cost of living or lower cost
of doing business or other offsetting factors,
are significantly heavier than those imposed
by the United States, there is a risk of a serious
drain of Canadian personnel to the south for
this reason alone.
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PERSONAL INCOME TAX

I am consequently proposing to make a sub-
stantial reduction in taxation in this budget.
Moreover, I am proposing to concentrate this
reduction almost entirely in the field of per-
sonal income tax. This is the tax that at
present levels is proving so unpopular and is
causing difficulty. To overcome the situation
which I have described a substantial reduction
is necessary, and I do not feel that we can
afford the reduction required in this field and
8lso substantial reductions in other forms of
taxation in the face of the responsibilities
which Canada finds upon her shoulders in this
post-war period.

In reducing the rates of income tax I have,
of course, endeavoured to graduate them as
fairly as possible, giving the greatest propor-
tionate relief to those in the lowest brackets,
but granting some relief to all. I have also had
in mind keeping the rates of tax on additional
income that a person may eam down to
sufficiently reasonable proportions that the tax
on such additional income does not offer a
serious barmier to extra effort or initiative,
including overtime work, for example.

1 am, therefore, proposing a new and sub-
stantially lower schedule of rates of income tax
to come into effect on July 1. Under this
new schedule, the average amount of tax will
be reduced by about 29 per cent, as compared
with the present rates, and our revenue will
be reduced accordingly. Nine out of ten tax-
payers will find their taxes reduced by 29 per
cent or more from existing rates. The reduc-
tion as compared with present rates is as much
as 54 per cent in the bottom bracket, but is
limited to about 6 per cent or 7 per cent in
the top brackets. The new schedule has an
initial or starting rate of 10 per cent instead of
22 per cent, as at present. The rate then steps
up gradually over relatively short brackets and
becomes 20 per cent over a consi range
of income in the lower middle brackets. As
nearly as we can estimate, 85 per cent of all
the taxpayers will find that under this new
schedule the marginal rate of tax, that is to
say, the rate on each additional dollar that
they earn, will not exceed 20 per cent. The
new schedule reaches a rate of 50 per cent on
additional income at the level where income
exceeds exemptions by $17,000, in place of
$13,000 under the present schedule. The tax
reaches & maximum of 80 per cent at the top
on incomes in excess of $250,000 & year,

It is proposed to retain the same general
structure of exemptions and allowances that
was established last year. This structure, as
the house is aware, has been considerably

[Mr. Abbott.]

simplified as compared with the elaborate and
complicated structure which prevailed during
the war years, and we have achieved, I believe,
the simplest practicable method of taking
family allowance payments into account.

The exemption levels established last year
are high enough to exempt completely from
tax more than half the people earning incomes
in Canada. Consequently it can be said that
any person who pays income tax now has more
than an average income, taking his or her
marital and dependent status into account.
Moreover, taxpayers with income only a little
in excess of the exemptions will pay only a
very small tax under the new rates, a good
deal less than in the United States under either
the existing or the proposed new schedule
which has been approved by the house of
representatives but not yet by the senate or
the President. If we raised exemptions above
the levels established last year, we should in
fact be sparing 80 many from income tax that
it would be unfair to the large number of the
people who are below the present exemption
levels, because we would inevitably be forced to
rely for necessary revenues upon indirect taxes
which would bear more heavily upon the low
income groups,

It must be remembered, too, that raising the
exemptions results in a very substantial loss of
revenue because it affects all taxpayers, includ-
ing those in the highest brackets, and the sav-
ing for each taxpayer is his highest rate of tax
applied to the increased amount of his exemp-
tion. Already our exemptions are considerably
higher than those in the United States and in
the United Kingdom, the countries to which
we would most naturally look for eomparison.
If, as some have suggested, we restored the pre-
war levels of exemptions, we should have to
sacrifice more revenue than the whole of that
sacrificed by the rate reductions I am now
proposing, and we would be doing practically
nothing by such action to reduce the rate of
tax on additional earnings for those who remain
subject to income tax. It is the high marginal
rate of tax on additional earnings that discour-
ages additional work, enterprise and initiative,
and consequently we must aim in our reduc-
tions at cutting down these marginal rates of
tax.

I am proposing that the new echedule of
rates go into operation as of July 1, which
iz the earliest date by which it will be pos-
sible to prepare the new tables and get them
into the hands of employers. As from that
date deductions from wages and salaries will
be adjusted to the levels appropriate to these
new rates. The new tax rates themselves will
apply fully, in the absence of modification by
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later budgets, to the income for 1948 and sub-
sequent years. For the current year, 1947,
total tax liability will be calculated by apply-
ing the existing rates, which went into effect
on January 1, to half of the taxpayer’s income
for the year and the new rates to the other
half. In other words, the effective tax rate
for the year as a whole will be the average
of the two sets of rates.

A few examples will probably illustrate more
clearly than any description the effect of the
proposed changes. A married man without
children and with an income of $150 a month
now is subject to a monthly deduction in
respect of lax of $56.35 and must pay a total
for the year of about $68 at the rates now in
effect. Under the new rates his monthly
deduction will be only $2.85 and his liability
for a whole year will be $36. For the year
1947 his total tax will amount to $52 col-
lected at the present rate of deduction for the
first half-year and at the new rates for the
last half of the year. In the United States,
his total tax for a full year would be $118
under existing rates and $82 under the new
proposal to which I have referred.

In Canada, a single person without depend-
ents and with an income of $100 a month will
under our present proposals find his deductions
each month being reduced from $8.30 at present
to $4.80 after July 1, and his tax liability for
a whole year, instead of being $105 will be
$61; for the year 1947 it will be the average
of these two, namely $83. .

Married persons with two children and a
monthly income of $260 will find their deduc-
tions reduced from the present figure of
§25.85 per month to about $18.30, while their
annual tax bill will be reduced from $327 to
$230; the average applicable to this year will
be $278.

Further up the scale the more fortunate
individual, married, with no dependents and
with an earned income of, say, $10,000 a
year will find his annual tax bill cut from
$2,723 to 31,990, while his bill this year will
be $2,356.

It will be agreed, I believe, that income tax
reductions, averaging over 29 per cent for all
taxpayers and running up to 54 per cent for
those in the lowest taxable brackets, are very
drastic reductions. They are particularly
significant when we remember that they fol-
low the substantial reductions made in each
of the last two budgets. I have had a caleula-
tion made to show just how much the total
reduction has been from the war-time peak of
income tax rates, the rates imposed by the
budget of 1942. I am advised that the best
way of getting the answer to my question is

to apply to the estimated volume and dis-
tribution of personal incomes in a recent year
the tax rates that were applicable under the
1942 budget and those in the new schedule
which is to be found in the first resolution
that will be tabled at the end of this budget.
Such a calculation has been made. It shows
an over-all reduction in the total personal
income tax burden on the Canadian people
of 51 per cent, taking into account only the
fixed tax in 1942 and not the compulsory
savings portion. If this portion were included
in such calculation, the percentage reduction
would, of course, be substantially higher.

I believe that the verdict of all responsible
persons will be that we have gone as far as
we can possibly afford to go under the present
circumstances. The new rates reduce taxes
very materially in the lower brackets and
bring them quite substantially below tax
rates in effect and proposed in the United
States and of course very much below com-
parable rates in the United Kingdom, Aus-
tralia and New Zealand. Higher up the scale,
in the middle brackets, our proposed rates
are also generally lower than those now appli-
cable in the United States, but are somewhat
higher, in dollar amount only slightly higher,
than the new rates proposed in the United
States, to whith I have already referred but
which of course may not be the rates finally
adopted there.

These middle brackets represent a category
of incomes to which we gave the most careful
consideration. They include the salaried
classes which according to much prevmhng
opinion have shared less than other classes in
the economic gains made since 1939. The
group also includes the young professional or
scientific men and the young business execu-
tives for whom the attractions in the United
States of more specialized opportunities and
the possibility of ultimately higher rewards
exercise the strongest appeal. Since early in
the war our rates have been more progressive
than the United States rates. However, after
a great deal of study we have been able to
deal with these middle ranges of income in
such a way, I believe, as to achieve the maxi-
mum of fairness and the minimum of practical
difficulties.

For the convenience of hon. members, I
would like to place on Hansard at this point
several tables illustrating our new rates of tax
for single persons, married persons with no
dependents, and married persons with two
dependents, as compared with existing rates,
and also a table comparing our taxes with
those now in effect in the United States and
with those proposed in the bill passed by the
house of representatives.
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PRESENT AND PROPOSED INCOME TAX
" BingrLe TAxPAYER
1947 tax
Percentage Percenta,
1047 1048 : 6 months at Age
Income tax at tax at re(rlrl.:;:gon present rates re}lrl:)c;on
present rates | new rates yresent rates :ntdnz :1?;1&: present rates
$ $ p.c ] p.c

E S (Y ISR PRI I PP R
800 11 5 b4 8 27
960 33 16 b1 25 25
1,000 56 29 47 42 24
1,200 105 61 42 83 21
1,500 180 120 33 150 17
1,800 257 180 30 218 15
2,000 313 220 30 266 15
2,250 383 270 29 326 15
2,500 453 320 20 386 15
2,750 523 370 29 448 15
3,000 503 420 20 508 15
3, 500 740 520 20 630 15
4,000 805 620 29 758 156
5,000 1,205 835 20 1,020 16
7,500 2,058 1,465 20 1,761 15
10,000... 3,038 2,253 26 2,645 13
20,000.. 7,900 8,515 17 7,208 9
30,000.. 13,400 11,728 12 12,564 [}
50, 000. . 26,001 23,466 10 - 24,773 5
75,000.. 43,516 30,418 9 41,467 5
100, 000. . 62,016 56,631 8 50,323 4
200, 000 143,441 133,056 7 138,248 4

Nors.—In ealculating the above taxes it has been assumed that all incomes up to $30,000 are entirely
earned incomes, and that incomes of more than $30,000 include earned income of that amount and additional
investment income to mdke up the total.

PRESENT AND PROPOBED INCOME TAX
Marrp Taxpaver—NoO CHILDREN

1047 tax

Peroentage Percentage
1047 1048 - 6 months at .
Income tax at tax at n?:’c;wn pr&a;nt mtr; m?::’rtlm
present rates | new rates present rates :nt no:::u present rates
$ § p.c $ p.c.

§ LBOD......icivaveiiiasiiiansss|sannnvrssmsitloaserasvrioens|inasnianesnnntfonrsasinsrenss i STel
1,600.. 22 10 54 16 o2
1,800.. 68 86 47 52 24
2,000.. 118 70 41 M 20
2,250.. 180 120 33 150 17
2,500.. 348 170 30 206 15
2,750. 3138 220 30 268 156
3,000.. 383 270 29 326 15
3,800.. 528 370 29 446 16
4,000.. 663 470 29 566 15
5,000.. 973 870 29 821 15
7,500.. 1,703 1,260 29 1,528 15

10,000.. 2,728 1,900 27 2,356 13
20,000.. 7,488 6,140 18 6,814 9
30,000 12,988 11,315 13 12,151 ]
BOO00; o G e e 25,641 ,043 10 24,342 5
IB000: v iiinivaiiiasan 42,901 38,9068 9 40,979 5
RO0A00. ociivmvmnmvmswnwineive 61,491 56,143 8 58,817 4
0000, o500 455 9 2w mmwmsssnmn s 142,841 132,493 7 137,687 4

Nora.—In calculating the above taxes it has heen assumed that all incomes up to $30,000 are entirely

earned incomes, and that incomes of more

investment income to make up the total.

[Mr., Abbott.]

than $80,000 include earned income of that amount and additional
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PRESENT AND PROPOBED INCOME TAX
MAaRRIED TATIPAYER WITH TWO CHILDREN OF FAMILY ALLOWANCE AGE
1947 tax
Percentage Percentage
1047 1948 : 8 months at .
Income tax at tax at retfi::)c;on present rates rec{l::ttnton
present rates | new rates present, rates- sat;dng ;p?:tt.gs atiuted
- $ $ p.c. $ p.c
......... s e s b | e s

68 38 47 52 24
130 80 38 105 19
193 130 33 161 17
257 180 30 218 15
327 230 30 278 16
467 330 30 308 15
607 430 30 518 15
911 630 30 770 15
1,725 1,208 30 1,466 15
2,647 1,930 27 2,288 14
7,378 6,040 18 6,700 9
12,878 11,205 13 12,041 [}
25,521 22,933 10 , 227 5
42,861 38,848 9 40, 849 5
61,351 56,013 8 58,682 4
142,881 y 7 137,512 4

The above figures show the actual income tax liability of a taxpayer with family allowance children’
but in order to arrive at his true net position the amount of family allowance received for his children muat be

offset agaiust his tax liability. For example, mummﬁ
myer with an income of $2,500 and tw 1 2
his family allowance by $49.00, while under the proposed rates his family allowanoe

$72.00 a child,
income tax exc

he receives the average family allowance payment of
two children would find that under present rates his

payments will exceed his income tax liability by $14.00.

Nore.—In calculating the above taxes it has been assumed that all incomes up to $30,000 are entire!

earned

incomes, and that incomes of more than $30,000 include earned income of that amount and additional invest~

ment income to make up the total.

It is estimated that these proposed reduc-
tions in income tax rates will reduce our
revenue from this tax by an amount of
approximately $175 million for a full year.
It is estimated that the effect upon the rev-
enues of the current fiscal year will be about
$110 million, as a part of our collections this
year will be based on the previous tax rates
before change. '

I am endeavouring to make this a relatively
simple budget and I am not, therefore, pro-
posing any other substantial changes at this
time in the income tax, although T shall later
mention some minor amendments. We have
been busy during the past year upon the re-
writing of our basic income tax law in an
effort to improve its arrangement, to make
it clearer and simpler, and to remove ambigu-
ities and anomalies. Hon. members will, I
think, be particularly pleased with the extent
to which it will be less dependent upon the
exercise of ministerial discretions. . Senior
officials of the Departments of Justice,
National Revenue and Finance have spent
many months on a very detailed revision,

I have taken a considerable personal interest
in their work in this field. I hope to be able
later in the session to introduce a bill embody-
ing this general revision of income tax law
with the intention of making it effective with
respect to incomes of 1948. In all probability
it will not be expedient or reasonable to ask
the house to enact this new bill in the current
session, but I believe it would be useful to
bring it in this session in order to give members
full opportunity to study it and mull it over,
so that the country may get the full benefit
of their consideration of all its details. We
do not consider that this measure, when
enacted as law, will constitute the final word,
but we believe it will provide a framework
within which further improvements can be
made over the course of future years.

In addition to this new income tax act, we
also will have ready for action in this session
a complete revision of the Special War
Revenue Act and which we propose to rename
“The Excise Tax Act”. When parliament
has had an opportunity to deal with these two
revisions, we shall have made a great advance
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COMPARISON OF PERSONAL INCOME TAX-CANADA AND UNITED STATES
Magrp Taxeraver.—No CHILDREN

U.S.A. tax
Canadian U.8.A. tax at rates in bill
Income tax at new at present
rates rates House o},
(a) Representatives
(a)
$ $ $
15 1
32 23
49 35
67 47
B4 50
118 82
152 106
195 138
238 183
280 224
323 258
411 320
505 404
604 5566
1,202 1,034
2,024 1,619
6,142 4,913
11,676 9,340
24,453 19, 562
42,707 . 34,166
62,714 80,171
147,007 118,157

(a) The U.B.A. taxes llmwn are Federal taxes only;

the Federal tax. In Canada n

8500 in lieu of deductions for me
calculating the taxes for United Btates; Canadian
tax than sh
Canadian tax.

own by this table, since no allowance has

most Btates have income taxes in addition to

income tax is levied now by any province. Under the United
Btates mnomo tax law every mxsayar isallowed a deduction of 10 per cent of income u
ical expenses, charitable donations, etc., and this is

to & mazimum of
en into account in
ers who can claim such deductions would pay less
made for such deductions in calculating the

Norz.—In calculating the above Canadian taxes it has been assumed that all incomes up to $30,000 are
entirely earned incomes, and that incomee of more than $30,000 include earned income of that amount and
addmunl investment income to make up the total. No distinction is made between investment and earned

income under the United States tax.

in the complete overhauling of our tax legisla-
lation, which the government regards as one of
its major, immediate post-war objectives.

CORPORATION AND EXCESS PROFITS8 TAXES

I turn now to corporation income and excess
profits taxes. Effective at the beginring of
1947, these have been reduced to a straight
corporation income tax of thirty per cent on
profits, plus a tax of fifteen per cent on excess
corporation profits, As my predecessor stated
last year, the excess profits tax has distinct
weaknesses and limitations in normal times
and is not, therefore, to be accepted as &
permanent part of our tax structure. As he
paid, the goverrment decided last year that
it would be retained for this year, 1947, unless
provision is made for its earlier repeal at this
session of parliament.

[Mr. Abbott.]

We have given careful consideration to the
question of whether or not this tax should
be repealed before the end of the year, and
have taken into account the views and argu-
ments advanced from many sides. If business
corditions had now returned to normsal and
we could rely upon the forces of competition
and bargaining to keep profits at normal levels,
we would be justified in repealing this tax
with effect before the year end. If business
needed larger profits to encourage and ensble
it to provide additional employment by greater
expenditures, we should repeal the tax forth-
with. Neither of these conditions exists at
present. While competitior is returning and
supply is catching up on demand, profits before
tax still are rurning at abnormally high levels,
due to the after-effects of the war, including
continuing demobilization and export credit
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expenditures. Business confidence and avail-
able furds are so high that a good many
business men are competing more in their
efforts to expand their investment quickly
than in getting down their costs and keeping
down the prices at which they sell their
products. In all these circumstances, the
government has decided that this tax should
not be terminated uctil the end of the year.

A short time ago in this house I urged
Canadian business men to reduce their prices
as their volume and efficiency of business
expand. I stated that it is neither proper
nor even good business to charge all the
traffic will bear. I want to emphasize that
view again now. We in the governmert, and
the vast majority in this house and in this
country, believe in what is now called “free
enterprise”. We believe in it not as a windy
doctrine or a mystic ideology, but as a sensible
way of getting things done. It must prove
itself and justify itself by its results. With
the orderly removal of controls, with in-
creasing supplies of material, with efficient
and cooperative labour, and with ample
markets, Canadian business enterprise is in
a most favourable situation. We all expect
it to show its mettle, both in production and
in marketing. We expect it to show its ability
to keep down costs and prices. In its own
long-run interest, as well as in the pational
interest, business must keep its prices down
and its profits within reason.

While most of the minor amendments in
our tax laws will.be dealt with in the revised
act, about which I have already spoken,
there are a few changes applying particularly
to corporations and other businesses which I
wish to propose at the present time.

In the first place, I am proposing that we
levy a 5 per cent withholding tax on dividends
paid by wholly-owned Canadian subsidiaries
to their parent companies abroad. We have
no tax of this kind on such companies at
present, but such & tax is permitted by our
tax convention with the United States which
levies such a tax, and we feel that it is not
unreasonable for Canada to have one as well.
This new measure is to come into effect
immediately, and 1 estimate that in a full
year it will yield three or four million dollars.

It is also proposed to extend for 1948 the
allowances that have been made in recent
years for expenditures on exploration for oil,
gas and other minerals. We believe that these
allowances have been important in facilitating
and encouraging mineral exploration and
development, and that we should continue
them at least for another year. We propose
to change the form of these allowances from

the present form of a tax credit to the more
normal form of a deduction from income. In
the - case of the special allowance provided
for expenditures on deep test wells, we will
make a further special provision to preserve
the equivalent value of the tax eredit now
granted. "

In accordance with the announcement made
several months ago, I am also proposing to
introduce a special provision in the income
tax law to ensure that the income content of
funding or refunding security issues received
by taxpayers after January 1, 1947, will be
taxed as income in the year in which the new
issue is received. As I explained in the
anmouncement, we feel that it is necessary
to take this precaution to safeguard our
revenue and to preserve equity.

Other proposed amendments relating to the
income tax act will remove the residence
requirements for dependent wives and child-
ren, now possible after the war conditions are
ended, and lengthen the period within which
refunds of over-deductions may be claimed;
make provision for tax credits to Canadian
companies in respect of corporation income
tax paid to a foreign government on income of
a foreign corporation in which the Canadian
company owns more than 50 per cent of the
voting stock; amend the part of the act
dealing with the undistributed income of
private companies in several minor respects;
and also amend one or two provisions of the
act which must be revised to carry out the
terms of the agreements with the provinces.
I shall give explanations and details of these
minor amendments when we are dealing with
the resolutions. There are some other detailed
provisions in the amending bill itself which
can best be explained and discussed when we
have it before us.

COMMODITY TAXES

In the field of taxes on commodities, the
only major change which I am proposing is
to give effect to my earlier announcement
that the gasoline tax of 3 cents a gallon will
be repealed as from April 1. It is estimated
that this tax would have yielded us close to
$40 million in the current fiscal year, and I
must, therefore, take account of this loss in
our estimate of total revenue. It is, of course,
well known that our purpose in withdrawing
from this field of taxation at this time is to
leave the provincial governments, which have
traditionally occupied the field, full scope to
carry out whatever policy they think best
within it. As a result, the reduction in our tax
may not result in any reduction in taxes paid
by the consumers of gasoline, but that, of
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course, is & matter for each provincial govern-
ment to decide in its own case. Pending
action by parliament, I requested the Depart~
ment of National Revenue to suspend collec-
tion of the tax from April 1.

We are also proposing to make certain minor
amendments in the tax on passenger trans-
portation, to conform with recent changes in
the corresponding tax in the United States.
It is desirable in this field to preserve as much
similarity as possible between the taxes in
the two countries, as that simplifies greatly
the position of our common carriers. We are
also proposing to iron out certain minor
anomalies in the structure of the sugar tax
and to make certain technical changes in the
Act to improve its effectiveness.

TARIFFS

I have already referred to the tariff negotia-
tione now taking place in Geneva. These are
of the greatest importance to Canada. We
hope and expect that out of them will come
sufficient reductions in tarifis to make it prac-
ticable to establish an international trade
organization and to agree upon & code of
international behaviour in regard to import
restrictions, export subsidies and other com-
mercial policies. Canada is, of course, pre-
pared to make tariff reductions and reductions
in preferences in exchange for tariff reductions
by the United States and by other countries.
We do not expect ope-sided bargains. We
are ready to do our full share,

I feel it is important, however, to stress two
aspects of the situation from the Canadian
viewpoint. In the firet place, the tariff policy
of the United States is the key to the success
both of the tariff negotiations themselves and
of the proposed charter. All of us who buy
from the United States on a large scale and
who owe large sums to the United Btates on
capital account must have a greater oppor-
tunity to sell our goods in her markets than
we bave had up to now. Unless large scale
American imports provide the world with an
adequate supply of United States dollars, the
rest of the world cannot hope to follow the
liberal, multilateral and non-discriminatory
trade policy which the United States has been
urging upon it with our support and that of
others. A positive lead in real tariff reduc-
tions by the United States is, therefore, needed
if success is to be achieved at Geneva,

Secondly, there are in the proposed trade
charter & good many qualifications and escape
clauses applying particularly to the vitally
important parts of the agreement that relate
to quantitative restrictions on trade. Good
arguments can be made, and are made, for

{Mr. Abbott.]

each of these. But we must guard against the
danger that.if too many of them are included
in the charter, the sum and substance of them
all, taken together, may undermine many of
the positive benefits which the charter is
intended to give to each of the agreeing
countries.

These are two points that deserve our
keenest attention in regard to the negotiations
and charter discussions at Geneva.

In view of the negotiations now in progress,
I do not propose to recommend any tariff
changes in this budget, nor to make any
detailed statement of tariff policy. I should,
however, remind the house at this point that
during the past year a number of special
wartime tariff arrangements have ended with
the end of the special wartime circumstances
that gave rise to them.

Various orders in council which had pro-
vided for temporary reductions or suspensions
of duties on individual items to make it pos-
sible to hold price ceilings, were revoked from
time to time as ceilings were removed or as
domestic supplies improved. This procees was
virtually completed on March 31. Moreover,
as I announced last January, provision has
been made for the issue of & proclamation on
June 30, 1947, terminating the reductions of
duty under the War Exchange Conservation
Act. This will restore the regular British
preferential rates of duty on imports from the
United Kingdom. Our future trade relations
with the United Kingdom, the United States
and other countries will be determined in the
light of the outcome of the Uni Nations
Conference on Trade and Employ

CONCLUBION

Before taking into account tax changes, 1
have forecast revenues of $2,450 million, and
expenditures of $2,100 million for the current
year, leaving a prospective surplus of $350
million. The reduction in taxes now pro-
posed, including the repeal of the gasoline
tax, will, it is estimated, reduce our revenues
by a total amount of $265 million when they
are in effect for a full year under economic
conditions similar to those at present. Con-
sequently these proposed tax changes will
effect & continuing reduction in the general
level of our revenues equal to approximately
three-quarters of the amount of the surplus
now in prospect. This, I believe, is as great a
reduction in our tax structure as we should
make at the present time. It is too early yet
to hazard any forecast as to the probable
level of expenditure and revenue in the fiscal
year commencing April 1, 1948, but I believe
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it would be most unwise to carry our tax
reductions at the present time beyond those
which I now propose.

The effect of the proposed tax reductions
upon revenues in the current year is estimated
to be approximately $160 million, reducing
them, therefore, to & total of $2,290 million.
After allowing for our prospective expenditures
of $2,100 million, this leaves us with a pros-
pective surplus of $190 million and a corre-
sponding prospective reduction of that
amount ir our net debt during this fiscal
year. I should point out that on the basis of
the foregoing estimates, were the tax reduec-
tions in effect for the whole of the current
year, this apparent surplus would be reduced
to $85 million.

In appraising this prospective surplus, how-
ever, one must keep several factors in mind.
In the first place we must be prepared to
make financial provision for agreements with
any of the three remaining provinces which
have not yet signified their desire to do so
but who may wish to enter into such agree-
ments. Should all three provinces entertain
agreements effective this year, our expendi-
tures will be increased by an addition $110 mil-
Lion or thereabouts. If they do not, then we
can reduce our net debt correspondingly.
Secondly, it must be borne in mind that our
revenues Now Aare very sensitive to any
change in general business conditions. In
forecasting them in this budget, we have
assumed that our national income, production
and trade will be at high levels. We believe
that this is the most probable course of events,
On the other hand, it must be conceded that
some recession in the United States this year
is by no means imposaible. A substantial
recesgion in that country would be bound to
have some effects on our own eituation, and
this in turn would adversely affect our
revenues. We must, therefore, leave some
margin of safety in the form of a surplus,
which we will apply to debt reduction, if
conditions remain favourable,

I hope that it will be a cause for gratification
and confidence to members of this house and
to all Canadians that we are able to drop the
tax on gasoline, make a very substantial
reduction in our personal income taxes, and
still show a prospective surplus in our
accounts. This is convincing evidence of the
inherent strength of our financial position.
I would be less than candid, however, and
derelict in my duty, if I did not point out
that this favourable situation is due in a
very large part to the generally favourable

economic circumstances upon which our
revenues so greatly depend. If and when we
face greater economic difficulties we must
anticipate lower revenues. We may also, I
hope, anticipate somewhat lower expenditures
within a year or two, as certain of the
abnormal post-war expenditures disappear,
particularly those on subsidies and veterans’
benefits. On the other hand, the reduction in
these expenditures may be offset in some
years by other expenditures deliberately
undertaken for the purpose of improving
employment and incomes. Consequently our
favourable position this year cannot in itself
be taken as evidence that we shall be able
to avoid deficits in future years when economic
conditions are less favourable than now.

Mr. Speaker, I have tried to present a
balanced view of the financial affairs of this
country. I have explained the extent to which
our current prosperity and our governmental
accounts have been influenced by factors of
a special, abnormal or temporary nature. I
have dealt with several of the major problems
which still confront us and which we must
solve if we are to retain a healthy and pros-
perous economy. But in spite of all I have
said to discourage undue optimism or com-
placency, the story I have had to tell is one,
I repeat, which should justify pride and inspire
confidence in every Canadian. We can take
just pride in the size of the surplus I have
reported, pride in the fact that it has been
achieved so promptly after the end of the war,
pride in the fact that after a 51 per cent cut
in personal income taxes and other drastic
reductions from the peak of wartime taxation,
we are able to forecast better than a balanced
budget for the new fiscal year, All this bears
eloquent witness to the speed and smoothness
with which we have made the transition from
war to peace, It reflects the health and the
underlying strength of Canada. It inspires
faith and confidence in the future of a
country which is responsible for such great
achievements following the close of a war to
which it devoted its resources without stint on
a scale matched by few others.

Two months hence we shall have occasion to
celebrate the eightieth anniversary of the
founding of this confederation. It was seventy-
nine years ago yesterday that the first formal
budget speech was presented to this house by
the then Minister of Finance, the Hon.
John Rose (later Sir John Rose). On April
28, 1868, in a speech lasting nearly four hours,
he presented his estimates of revenue and
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expenditure for the first fisoal year of the new
Dominion and outlined his financial proposals
for the following year.

There was no Hansard in those days, but,
according to the Ottawa Times of the fol-
lowing day, there were loud cheers when he
expressed the view that “unless something very
extraordinary or unforeseen should arise”,
the year would show a surplus on ordinary
account, excluding capital expenditures, of
$374,140, estimated receipts of about $14,700,000
exceeding estimated ordinary expenditures of
$14,300,000. No doubt with a praiseworthy
effort to improve the lot of succeeding finance
ministers, he attempted to refute the charge
that the country was “groaning under a heavy
load of debt and taxation” but in any case it
is interesting to note that eighty years ago it
was also the custom to claim that the country
was going to the dogs because of high taxes
and high debt. The whole spirit of the speech
can be summed up in a phrase which the
minister had used on a previous occasion—
“the sums we have to deal with are consider-
able but the resources and energy of the
country are ample to meet them”.

These men of 1867 had faith in the future of
the united Canada which they were then
striving to build. But probably none of them
ever dreamed that in eighty short years, total
revenues of the dominion could expand nearly
two hundred times. We have indeed travelled
a long way from the small beginnings of those
days. But the same qualities which have
brought us thus far can carry us to still greater
heights. We are entering a most exciting
period. Never before have there been such
great material opportunties open to any gener-
ation. Never before have we been so conscious
of the challenge presented to our economic and
political abilities. Never before has our
country been called to occupy a position of
such high responsibility in world affairs as she
does today. If we continue to show the
courage, the unity and the spirit of cooperation
which inspired the fathers of confederation,
and which inspired our peope during these last
war years, our achievements in the peace-time
years ahead will, I am confident, be equally
striking.

INCOME WAR TAX ACT

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

1. That, effective on and after July 1, 1947,
payroll deductions for taxes be reduced to
conform with the following schedule of gradu-
ated rates of tax:

[Mr. Abbott.)

On the first $100 of income or any portion
thereof, 10 per cent per annum; or

$10 upon the income of $100; and 12 per cent
upon the amount by which the income exceeds
$100 and does not exceed $200; or

$22 upon the income of $200; and 14 per cent
upon the amount by which the income exceeds
$200 and does not exceed $300; or

$36 upon the income of $300; and 16 per cent
upon the amount by which the income exceeds
$300 and does not exceed $400; or

$52 upon the income of $400; and 18 per cent
upon the amount by which the income exceeds
$400 and does not exceed $500; or

$70 upon the income of $500; and 20 per
cent upon the amount by which the income
exceeds $500 and does not exceed $3,500; or

$070 upon the income of $3,500; and 22 per
cent upon the amount by which the income
exceeds $3,500 and does not exceed $5,000; or

$1.000 upon the income of $5.000; and 26
per cent upon the amount by which the income
exceeds $5,000 and does not exceed $6,500; or

$1,300 upon the income of $6,500; and 30
per cent upon the amount by which the income
exceeds $6,500 and does not exceed $8,500; or

$1,980 upon the income of $8.500: and 35
per cent upon the amount by which the income
exceeds $8.500 and does not exceed $11,500; or

$3.040 upon the income of $11.500; and 40
per cent upon the amount by which the income
exceeds $11,500 and does not exceed $14,000; or

$4,040 upon the income of 314.000; and 45
per cent upon the amount by which the income
exceeds $14,000 and does not exceed $17,000; or

$5.390 upon the income of $17.000; and 50
per cent upon the amount by which the income
exceeds $17,000 and does not exceed $25.000; or

$0,380 upon the income of $25.000: and 55
per cent upon the amount by which the income
exceeds $25,000 and does not exceed $50,000; or

$23,140 upon the income of $50.000; and 60
per cent upon the amount by which the income
exceeds $50,000 and does not exceed $75,000; or

$38.140 upon the income of $75.000: and 65
per cent unon the amount by which the income
exceeds $75,000 and does not exceed $100,000; or

$54.390 upon the income of $100.000: and 70
per cent upon the amount by which the income
exceeds $100.000 and does not exceed $150,000;
or

$89.390 upon the income of $150.000; and 75
per cent upon the amount by which the income
exceeds $150.000 and does not exceed $350.000:
or

$164.300 upon the income of $250.000: and
B0 per cent upon the amount by which the
income exceeds $250.000.

2. That for the 1948 and subsequent taxation
vears the graduated rates of tax apnlicable to
income of individuals be the rates set out in
paragraph one.

3. That for the 1947 taxation vear the gradu-
ated rates of tax applicable to income of indivi-
dnale be the average of the present rates and
of the rates set out in paragraph one.

4. That for the 1047 and subsequent taxation
vears the deductions from income of an indivi-
dual allowed in respect of persons supported by
or dependent on him be allowed without regard
to the country of residence of such persons.
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