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INTRODUCTION

Prom 1883 to 1914 Customs and Excise Dubles
constituted the entire income of the Dominien
From taxabion, and by far the grealer part of
sll revenue yeceipts. In 1914 the Custons Tariff
yielded @1@@ &91,33@, or 64.1% of the total;
Txeise Dutles $21,452,037 ox 13.l% of the %ata&s |
Honstax revesue §37,031,120 or 22,8f of the total.
Tnis mede botal receipts of 163,174,395,

Hew baxes levied to meet the cosmi of the
Great War increased zo repidly that in 1922 their

combined yield was greater than thet from the old
Gushoms and Ixoise, Their respective ylelds for
1@&? are ghown in the ﬁh&l@wiﬁg tables

o Gans&lié.&wﬁ Pund Receipts

i@axa&iea - riels gﬁgﬁi
Cugtons Enﬁiﬁﬁ . 14%i9§85673 3S§6,
. Ewelew Bubles | 18,513,060 12,1
. War Dax Revemue - |

. Ineome Texes including
Business Profits and :
Corporstion Taxes. = 5@,,§4Mggg 12.7

Exeige Taxes, including
Sales Tax, Tax s Chegues,

Trangportation Tax, - . 1@5,6@3,&@@ a&.?
Fon-Tex Revemue - 2 52,046,504 13.1
Total Ganaali&a&&é Fand Raeaiyﬁﬁ ffﬁ;ﬁ@ﬁ.?ﬁé 100,0




The combined new taxes here are shown to
yileld 39.2% of the total, the old pre-war taxes
47.,9%. These facts are indicative of such far
reaching changes in the system in recent years
$hat an exemination of its present efficiency
seems not out of place,

. Phe distinction, though, between war: and
pre-war: texes is not sbsoclute for two reasons:
{1) Alterations have been mede in the rates of
the old taxes a8 & consequence of conditions
goused by the war; {8) Under the caption "War

Pax Revenue" are included levies not ﬁiﬁsimilar |

in natuve to the pre-war texes, To illustrate:
Txcise btaxes and FExeise dulies each include &
$ax on cigars,

Any grouping of these tazes must be parts

jally arbitrazy, snd in any case only relative
4o the purpose in hand, The sbove elasssification

i8 arrcap

el to draw attention to the comparative
yields of the ¢ld pre~-war taxes, snd those éaw
toxes neceseitated by war expenditure, A more
useful ﬁis&iaaﬁiaﬁ’iarvaamﬁ ﬁnrpases,ﬁi&l be
between toxes on expendifture and taxes on iﬁaomﬁ.
In the former class will fall all the customs and

exeise . imposts, in the laftber all taxes on the
| iﬁﬁﬂmﬁkﬁf‘iﬁ@i?iﬁﬁ&lﬁ and corporstions, This



brings us very nesr %o the femilisr distinetion
between direst and indireet taxes, the former

being, in Wil
person "who 1t ie intended and desired should

1's phrase, & tax taken from the

ﬁ@?'i@“é the lstter, a fax levied on ome persen
"in the expectation and intention that he shall
indemnify himself st the expense of snother",
In the dlseusslon that follows, we shall
nave resourse to agah of the a@éﬁﬁ-a&aaﬁifia@'
aﬁiaﬁﬁfvhaﬁ for the preseunt we preceed %o 8

brief examination of each of the major taxes




BART 1.

' TEE SOURCES OF FEDERAL REVENUD



Customs Duties

Phe Customs TPariff constitutes the backbone
of the federal revenwe gysbtem, It was provided
in the British Borth imerice Act thet the Domin-
ion Parlisment should poseese the sole right of
levying Cusboms Duties. And until recent years
they, together with Excise Duties on o few
eommoditien proved sdequabe in yield to meet fhe
needs of the Dominien ﬁreaaury. The fallewing
taﬁis, the data fox ﬁhxﬁh ig taken from "The
Anmmal Report of the Trade of Canade® zhaws the
distribution of these duties on the various
clesses of commodities, and the rete of duty on
the totsl imports both dutiable and free, for
the year 1927: |

Duty

| Gollected Rate %
sgrie, & Vegetable Producths 43 ,560 .7@6 1940
Animels & Aninmeld ?z@&neta
‘Pibres, Textiles
Wood, Wood Produets, & Papeyr
£ren, & ite produects
Honefervous meltals
Bon-getallic minerals
Chemical & Allied Products
Hiseellanepus bﬁmmﬁﬁltlﬁﬁ

Potal Imports l§2.§66 15.4
Leas returned duties 16,997, s*,

~ Het Yiela . , 141,968,678 13.@
sg noted on page 1, this total aansﬁiﬁaﬁea
35.6% of the total income of the ﬁamiﬂiaa. o




the income from taxation, the percentage is éﬂa9,
This percentage has been greatly reduced in recent
years, not from any decrease in the gpield of the
6&@@@&&;«&&% from & marked increase in the pield

of other texes, '¢ take the Liberty of reproducing
 fyom "The Science of Public Pinance", by Professor

Snirees, a table showing the relative importance

of Custons duties in the udgets of & mumber of

sountries inm 1914 and 1919 respectively:

- Percentage of Customs Revenue
0 Total Tax Revenue,

Pre-iar  Postedar
éﬁﬁﬁ? BRITAIN ,2@,3 iﬁg%
AUSTRALIA 76,3 34.9
CANADA | 81.2 63.1
NIW LEALAND X 3.1
U, 5. k. 43,6 10,0
FRANCE 1509 10,1

Cmany 336 9,3
JPAR | 10,0 4.7
Eéam this table it a?geara&_fi} That the

tendency to decreesed relative importance of

. Customs Tuties has been genersl dut slower of

operation in Canada than in the other countries;
{8} That in Cansds we have been end gtill ave
dependent for e grester proportion of our revemue

from the Cusbons Tariff, than in other countries,



Chapter 2,

Ixcise Duties

Considering that over 12% of our total
revenue is produced by these duties, the number
of commodities from vhich it is raised seems
small, In 1927 the distribution was s follows:

|  Gpirite %13.%4.534
¥alt Liquer &33,%33
Malt o 3.3&1_,557
Tobacco : 3@,63%,4l§
Cigers 535.545
Hizeellancous 34,6?6
POTAL 49,139,913
?xae%i@ai1g,%ha entire amount i&_yréﬁ&@ﬁﬁ |
from spirituous liquors and tolaccos, The
justificetion for this situation mat be sought
in the attempt to discourage their consumption,
It is not beceuse they are articles of universel
eonsumption that are particulariy appropriste
subjects of texation, In the exeise duties of
Canada, 28 in the case of a protective tariff,
there axer$§é antitheticsl purposes ian view, ?‘
‘.%he $ais1ng of revenue, gnd the baaniﬁg of the
| eﬂﬁ@ﬂﬁiﬁi&s taxed, Insofar as either end is
attained the other is defembted, BSuch s pdiicy
vh&s noet been without ite opponents in economic

theory, Professor Bestable goes on record as



'aayiag, “Its (taxation's) definite and universaliy
re@egniae& function ig the supply of adequa@e funds
for the publie services., To mix up with one wvery

important objeet another different and perhaps in-

compatible one is to run the risk of falling in boih",

Tmpiriesl ¢vidence would lead me to suggest
that the taxes u&ﬁer.e&n&i&er&tian fall far wide of
their object in discouraging eaﬁsnmgﬁian. Rather,
14 seems to be the peculiar case of such commodities
28 spirits snd tebacco that they will be had at any
- price, and the consumplion of other ar%i@leé,'@er—
haps necessities, curtailed in order to m&ka this
‘~§9&$ible, The only sppreciable effect om the aén;

. gumpbion of the partiowlar articles teoxed wonld
seem to be the buying of inferior quslitites, and
these often illegitimetely, The harmful effect of
this én the public health and morals may be greater

then eny good derived from the dscrease in con=
3&&@%&@& regulbing from the tex,

Tt would seem, then, that in one of its objests
the suecess of the exeise ig wery Limited, But in
the other object, viz,., the production of revenus,
there eaﬁ'be no deudt of its aptituvde, Primsrily,
the grounds for questioning the propriety of the
levy are the sociel effect of the discriminabing

 treatment that 1t entails,



Chapter 3‘

- Excise Taxes

The distinction between Txcise Duties and
Exoise Taxes here is that made in the Anmual
Report of the Department of Nationsl Revems,
~ The two ave related, but the former includes
the o0ld prenwar Exoise anly, the latter, the
»aew WapsTxceise em&g. Wunﬁamanﬁa&ly it is gomew
thing move then an extenskion of the un&ar&ying
prineiple of its p¥edecessor, For though it
iﬁaiuﬁeﬁ a tax on fobsccos, aleoholic beverages,
matohes, snd playing eards, its major comstits
wents are the Sgles Pax end Stamp Tex. These
are both quite gensral in their nefure and have
ﬁéw their objeet mainly, 1f not solely, the
yaising of revemme, and not regulation of the
_réeaﬁmm@%iﬁn éf the taxed ar%ﬁéles. The table
| fallaWing gives & detail of the so-classed
Ewa&aa Taxes Witk their yialﬁ$ for th@ year 1927:

gales 488, *5.671

Stanps %,“ 276

Wines, Beer, ete, 3%%,133

Cigars, Mabches.

Playing Cards 236 @82

Tesasporkation ,453,?&6

iutomobiles _ 2 a@w.sga

Hot Classified 5&4

- Boran ' 10%,613 .2.».663

THe Sales Tax calls for & few words of

comment, It is an lndirect Gex intended by the



government to be paid in the first instance only
by the mamifacturer, as its full title, "Con-
gumption or Sales Tex™, would suggest. That its

object i schisved is evidenced by the practice
of both manufacturers and wholesalers to list on
invoices the amount of the Sales Tax a8 & separ-
ate eharge along with the price of the article
inveiced, It is applicaeble to domestic mamue-

factures and  importations alike, bul not to goods
801l for export, In genersl the classes of
commodities to which the tax does not apply are
the following:
s &g?iaakﬁurax implements and materiasls to be
uged in their manufacture,
3, ?ax& g?ﬁ@ﬁﬁai
3. Pood sﬁaﬁfﬁ.»
4, Hachinery and appliances to essist directly
~ in the development of natural resources,
S, Goods bought for charitable yuzyeaﬁa;
Thig liet makeg 1% seem that the object of
the tax is the raising af a8 puch revenue as
- possible with the lesst burden possible on trans-
astiong of ﬁhs-ab@va kinds, whieh are exempted to
avoid discouragement of them, That its object is
attained is proven by the fact that in the year



under consideration i%‘g:a@aea& apyreximaﬁeiy.zéﬁ
of the total tax vevemue,

Similar taxéa gxist in Germany and FPrance,
Profesaor &, ¥, Shirrss ialaathariﬁy for stating
$hat in 1924 the German tax wag producstive of 31.5%
of the federal tox revenue, and the Prench tax in

1923 productive of 19,1% of their entire fax revenue,



Income Taxes

Sinse approximetely 94% of the total money in-
elnded in this ¢lass in the table om pafie one ie
produced by the personal income tax we shall conm~
sentrate our aftention on i%,

Per Capits Income Tax by Provinces 1927-28.

Income tax Population Income tex
yield poota  per :%:apwa

. _ooo's omit'd omitted
Tove'seetia ) @6 6% .98
N, Bromewick 671 4 1.63
Quebec 19141 2 4 Te 5§
Ontario 25608 87 8.3
Hsnitoba 3213 647 4.97
Saskatchewan 818 %36 .96
Alberts 1328 617 2,15
B, . sé2 575 9.80
Yukon | 24 3 6,86
B, ¥. 2. e 9 -
Total 57956 9519 6.09

The sbove table is arranged to show the yield
of this tax in the fiseal year 1928, by provinces,
And with the use of the estimates of population as
published in the "Cansde Year Book" for the same

year the per cepita yield in each province is cal-
eulated., Since this iB a divect tax, the burden of
which in large psrt is bornme by the person paying



the tax in the first instance, the %able may be
taken to give a fairly aceurate impression of ths
relative severity of this tax in different parts
of the Dominion, The prairie provinces and the
maritimes are the most fortunate in respect of
this tex while British Colunmbia holds the position
at the other extreme,

In point of yield the personal imoome tex is
segond only %o the customs and excise, Though it is
of comparatively recent origin in this country it
sppears to be here permanently., The increasing use
of this tax is & characteristic of many reverme sy«
stems in recent years., The tendency, on the whole,

is no% to be discouraged for the tex on imcomes con-

- formg more clesely than any other t¢ the prineiple of
"Ability %o pay". Those in possession of the wealth
of the country contribute on the basls of the imcome
that it yields to the support of the legislative fun-
etlons, IT is difficult to see on what other basis
equali%yj@f'taxaﬁiam con be gauged, True, Prof,
Taussig argues that a man has no more right fo pay

for the services of the state according to his ability
to pay then he has to vay for his loaf of bread on the
same¢ basis., But the plausibility of thie argument

is due %o an erroneous conceplion of the nature and
funcetions of the modern stebte. If the state ig in
@ﬁ%emeé only a joint stock company for the yurpwaﬁ»



of preofucing external defence, interunal order, ete,,
then Professor Toussig's position isg well taken,
Regh @iﬁi#&n ghould pay for these services on the
same basis that he would any other commodity or
ﬁ@fviéé guth a8 the loaf of bread, The flustuations
in price would be deternmined by demend and supply,
and the Linmit of varistion by the cost of preduction
of the services, But if the fmﬁaﬁiaﬂﬁ of the state
sre to be brosdser, snd money expended on humani%ariaﬁ
endeavour the expenses can not be met by those who
directly reep the benefil; end Professor Teussig's
test for determining who shaalé in. eguity pey the
cogt, proves inadeguate, Hot benefit received but
ability to pay must be the VYest of equality of tax-
ation, And the income tex conforms most closely %o

thig eriterion,



Chapter 5,

Hon-Tax Revenue.

The %533646,5a4 under this head calls for little
comment in & consideration of the system as 2 whole,
0f this gum vpwards of %29000,000 is the revemue Ironm
the Post Office which comes about %2,@0@;@06'3h9r$ of
mﬁéﬁing‘ﬁha expenges of this servige, About £8,500 ,000
ig derived from interest on investments, The re-
maining $15,000,000 is composed of s number of minor
items in ﬁha form of fines, fees, and licenses. A
mamber of these would seem more properly classed as
taxes. To instence one illustration: When the local
grocer receives a five-minute call from the Government
Weight's snd Measure's Inspector only %o be told that
his scalesg are D, K,, and charged sSeven or eight doll-
ars he rightly feels that he has reslly paid & Business
Tax of this amount and not a fee for any eight dollars
worth of services actually performed by the Inspector.

But offsetting such cases as these there are those
in this olass, such as the Post Office above mentioned,
where the sharge made by the Government is insufficient
to cover the cost of the service rendered, And when
these are balenced, the one against the other, it ie
probable that neither the grocer nor any one else is

very much the loser or gainer on the whole,



THE MERITS OF THE RVENUE SYSIEM



} Thog fay, this paper has been, in the main,
deseriptive., The object has been to meke clear the
nature and relative importance of the verious taxes.
that constitute the revenus system, and to conlrast
the present situation with that of fifteen years agoe,
Such & survey gives rise to a number of problems which

we now procesd to consider,

The $ax Burden, or The Revemue System from the

One of the most striking festures is the tre-
mendous increass in the snnual %aﬁgét., The figures
glven on the first psge show that since 31.9::.4. the yield
of taxen iﬁaaét slmost trebled, This lesds us to wonder
whether the fexpeyer's burden has increased in like
wmonney, snd if not, %o what extent it hes incressed,
The fallﬁwiﬁg table has been ﬂ@&@i&&é to ald in the
snswey of this gquestion:



. oomitted & 1933 dollars,
1913 133 17.7 17.7
1914 126 16.4 15.9
1915 98 12,4 1.3
1916 125 15,5 117
7 175 g 12.0
1018 197 23,6 11.9
1919 234 27,6 13.2
1920 - 294  34.0 14,0
1921 369 42,0 24.4
1922 320 35.9 23,6
1923 355 37.2 24.3
1924 542 57.3 24.1
1925 294 5.7 19.8
1926 328 34.9 22,4

1927 347 36.4 24.0

Since 1913 the population of Ganads has been cone
gtantly on the increase. For our present purposse this
means an incremse in the number of persons smong whom
the burden of taxsbion was &mtri}mw&; Hence, alle
owenee has been mede for this faetor by finding the snn~
wel texation per caplta over the period under consider-
stion, Thie was done by vse of the estimates of pop~
ulation compiled by the Dominion mmm of Btatisties
sndl published in the “Cansds Year Book,” |



Prom this it appears that the incresse from 1913-
1927 ie fyom 17.7 %o 36,4 dollars or 1@§% in place
of the total yield's incresse af"kﬁ%%.

The figures in the next column have been pro-
dused to show the effeet of the reduction in the pur-
chasing power of money, The taxpayer in 1927 when he
padd §1,50 in texes parted with no more actusl pur-
ohasing power than he 4id in 1913 when he paid only
£1,00 in taxes, Henoce the snmmal per capita taxation
in 1913-dellars has been computed by use of the Index
Numbers of Wholesale Prices prepared by the Dominien
Buresn of Statistics, The net result shown is that
the ineresse wes only from 17.7 to 24,0 dellars, or
35. 6%,

pur finding thus far has been, then, that by
yaking account of increage in populstion and de-

 presistien of the dollar the tax burden was only

slightly more than one-third greater in 1927 then in
1913, Though the acourasy of these figures cannet be
proclaimed as sbsolute, it seems reagonsble Yo regerd
'@hﬁﬁ;&ﬁ maeh less mislesding than the erude figures

of total tax revenue for the same years, It is en-
souraging to note too, that Mr, W, B, Hurd in an art-
icle published in the Cctober-1928 iseue of the "Journal

of the (anadien Banker's Association™ resches & very



similar conclusion, The perioed that he investigates
ig jaﬁt'ana yesr later than the sbove viz., from 1914
to 1928, His finding is that having made allowance
for inereased populsbion and the change in value of
thﬁ-&allaﬁ‘%h@ tax burdem in 1928 is 51% higher then
in 1914,

The main resson for the diserepancy aﬁ‘lﬁ.&% in

the two resulits, other fhan m$nam details in the

methods ez ealeulation are twos {1} The tax yleld in

1914 wes 5.% lower then in 19133 (2} In 1928 it was

‘5 2% high&r»%han in 1@27. The difference between the
period chosen by My, Hurd and that uged in nmy table
obove apsount, then, slmost entirely for the small

. 4ifference in our percenteges,

There is yet s third factor %o be sonsidered as
affeotidtg the real burlien af‘ﬁaxaﬁiaﬁ and that is the
per cupite income or ability %o pay, Obviously there
would be less hardship felt in paying ten doliars tax
on en imcoms of two hundred dollers than on one of one

yendyed dollars, Hence 1f the annual per capita in-

- gome in terms of & constant unit of purchasing power

heg inoressed from 191% to 1927 the burden of taxation
in the later yeay will be even nearer to that in the

earlier year then above caloulsted, Unfortunately,




there are no velisble estimsites of the net national
inoome in Csnsde for this period, So if allowance is
0 be made for the income factor, in My, Burd's words,
"1% is necessary to resort to o mekeshift,” The make~
shift %o which he hes recourse ig the Weighed Index of
the Physical Velume of Production prepared by ?réﬁéaﬁar
H. Bichell of McMaster University. This cannot be re-
gﬁx&ﬁ& a8 & strictly aceurate iﬂ&&x of ability té pay ..
but the use of it for this purpese should give a result
1% that makes ne alle
owanoe Tor the sbility factor. BHis finding, as a.ma«'
sult, is thet the 1988 burden is again r&&ﬁaﬁ&* this
time %o be only 2% higher than im‘l@ﬁg.

Now, sdmitting as Mr, Hurd does that this finel

figure is only an approximstion, 1% seems ressonable

‘%o conslude that the per cepite or average reel burden
was not & grest deal higher in 1927-1928 then in pre-

war years,

‘ gggﬁ'gg.fgzm en @@iﬁi@n of the tendeney in the year
1929 and the probable tendency in @hﬁ\?%&? 1930 1t may
be well %o tske note of the budget estimates for the
two years.,

The estimated revenue from taxation for 1929 im
the tudget spesch recently delivered shows au inocrease



of 7.1% over 1928. This would seem to indicate thaet
the tax losd has been slightly heavier in the year
Just past than in the preceding year, though it would
probebly be smell wers asceount taken of counterseting

forces, '

The "Zatimates" for the coming year, 1930, as
presented to Parlisment st the present session pro-
pose ag increase in totsl expenditure of 1,64 over
those for 1929, A corresponding inerease in revemae
will, of course, be anticipated, |



21,

Chapter 2,
Distribubion of the Burden

or

The Revenue System from the Standpoint
of the Relationsg between :@if‘femm
Glaa&as of Taxpayers, .

A second change in the yevemue myetem during
the period under considerstion is the addition of
new taxes as is obvious from a glance at the table
on fhe first page. ¥ho pays these new taxesy
Lyeryome equally ox nearly s¢% Do they £all on

the seme persons in nearly the ssme propertions as
the 914 baxes?
ur ocontention in the preceding chapter may

be granted, i,6,, that the real per capita load of
taxation is little more now than in pre-wsr times,
| This only means that the average burden is about
the same. It does not mesn that no one carries a
heavier losd of taxes than in 1913 ox fi?i% gven
though his circumstancess finaneisl snd personal,
remain the seme.

In pre-war yem as we have previously mfsaﬁ
all tex revenue was.produced by the ﬂaaﬁamatgg&
Fxelse, This meant thet all texes were commodity
texes or texes on expenditure. In order to pay
any tax it wes aﬁeagsaﬁy to tuy a taxed article,
A ts¥peyer might @arn'ﬁﬁﬁﬁé in a year, but if he
enly spent §1000 he only paid tax on $1000, and in



fact only on thaf parf of it thet wes spent on texed
commodities, | |
How all this is chenged, In the first place,
when he spends his $£1000, there is much less chance
than formerly of aﬁénﬁiag,it on articles that are not
yﬁaxﬁa, Por nawji&yaaﬁﬁ.fﬁapea&eixy the Salss Tax and
S%amp Tex, have been levied on aéﬁﬁ&éiﬁiaﬁ that pre-
viously were exempt. In the second place, though he
a single doller of his $5000, he
would now pay some Yax under the "Income War Tax Aet",
It is obvious from this that the distribution of the

were not te spend

sacrifice enteiled in the payment of taxes has been

We proceed now to lock move closely st the change,
to get some ides of what c¢less of texpayer has bene-
fited, end what class suffered, We ghall Shenm be in &
position to judge of the respeotive merits of the old

and the mﬁﬂ'ﬁax_ayﬁﬁam.fraa.ﬁhﬁ taxpayerts standpoint,

The pre-war taxes were commodity texes levied in
the main on articles of general consumption, The
proposition that such avﬁyﬁﬁam*wﬁighﬁ most heavily on
the lower money iﬁaamﬁs xegai?éﬁ 1ittle proof, Conm-
modity taxes mesn faxes on expenditure, Now, though
it is not invariably troe that the higher a man's
';inaﬁga is, the sm&lie& the percentage of it spent,

yet when comparing two classes of considersble differ-



ence of income, it is compsratively safe to infer
that those in the higher-psid cless will refrain

from spending more, on the whole, than the lower-
paid, To take an exfreme cese, suppose one olass
to be those working for the "minimus subaistence

and the other to be those on salaries of

wage™ ,
%5&@&'@@2 year., Those in %h&:ia@tex‘al@aﬁiaay
spend two or three times as much as those in the
former snd yet net spend their emtire income,
‘whereas those in the former class must spend th@i?
»aﬁﬁixﬁ-%&wnimga in ax&g&-%@ subsist. DBoth classes
%@&ﬁ.ya&& Yaxt slike on their spendings only, ex-
oept that the wealthier oless msy have paid a
slightly higher tex on some of the articles that
'ﬁhﬁy bought. Bud %0 reach the higher incomes in
this way, thet is, Yo tex most heavily the arti-

‘6les on which only they will be spent, is a diffi-

oult tesk, Professor Pigow commenting on the
poesibility of it in his recently published hook,
"A Study in Public Finance", has this to say, "a
large part of the income of the rich is spent ,

not on cbmme
travel, of a sort thet it is very difficult te

lities Dut on services, e.z., foreign

hit by tewes, Moreover, the ezpenditure of the
rich s scatbored smong a large number of different
ﬁhxngﬁ. no great amount being directed to any one
of them. To Yax things of this sort invelves very




high edministrative costs, Hxperience shows that
'the lucrative revemue~ylelders are the staples

med chiefly by

consumed in great amounts, and congu
the masses', It is idle, therefore, to look in
practice for s system of commoliby taxes that shall
be better than proporiionste, Wor is this all,
There is some risk that e gystem made up of com

modity texes will prove to be actual
I1f food o
this is slmest certain to heppen, 'The man who

iy regremsive,

irticles of large consumpption are included,

possesses an income of 21000 & year dess not, as a
rule, driak ten tinmes a% mﬁﬁh'whiakag, ten, or Eeér,
or smoke ten times as much tobasos a8 the ﬁﬁﬁbﬁhﬁ

- possesses en income of 2100 & yesr.' Again, 1P rew
materials, o technically fairly essy thing to tex,
are simed at, theve will be regression, becauss
egual guantities of row materisl aﬁ@ worked wp in
part (with more labour) inte finer mriicles bought
by the rich
by the poer", That the tex system of Great Britain

and in part into coarser erticles bought

actuslly is in part regressive is demonstrated by
the table below prepared by "The Committee on Tax-
abion and the Hational Debt®, It giv§g §hﬁir esti~
wate of the total hurden of taxation in percentages
for an average marrisd man with three children st

various levels of sarned income,




2% _ |
100 5.4 11,9
150 44 11.6
200 4.0 102
500 4.4 6.2
1000 5.3 11.0
5600 6.7 3.2
30000 8.0 31,2

Now sinece this regression is to be attrilbuted

to sommodity texes, we would expect to find the
Sazmé.iw system mach more regressive than the
E¥3t$$& $iﬁﬁ$, &8s the table given in Chapter 1,
Part 1, shows,bhe percentage of commolity taxes
in the total revemue yield is much bigher in
Canads fthan in Britein, though not as high now as
in pre-wsr years,

‘It 1s beyond the means &t my Gispossl to con-
struct & similar schedule for Cansdian incomes with
npatation of that
portlon of the tex that was levied directly om in-

any approsch to accurecy., The co

come would,of course,be & simple matter, But to
ascertain the amount of commodity texes at a given

Ly
constructed femily tudgets such as, to my knowledge, |

level of income, & prerequisite would be careful

are mot in exisbence, This would need %o be followdd



by & laborious end painstaking examination of the
Customs and Excise rates on the constituents of
the varying budgets, in order to ascertain the
proportion of &gyen%iﬁuxa'%aken in taxation in
each cage, We must ebandon the thought, then, of
construeting such e table for incomes in Canads,
In place of this, we shall sttempt to form an
gpinion of the tendency in %his\ceunﬁrwarém»tﬁﬁ
sbove teble by meking a generel comparison of the
fwo revenue systems,

Gongider first the scale of pevesnbtages in
191314, HNote that the £50 snd the £10000 incomes
paid tex at the one rate of 8%, while those in
intermediate positions were more forfunate, And
this despite the fact that there was in existenoe
st this time & gredusted income tex, The 8% of
the £10000 would in the m&i&bba paid in income
tax; of the ﬁS@ it would be entirely psid in com-
mollity %&K&&Aaiﬁaﬁ incomes below £100 were exempted
from income tux, This stabement is substantieted
by the fact that the percentages decresse as the
incomes incresse @x@msﬁéﬁ to £B00 yhere the income

gins to teke effect, Then, presumably dwe

$o the grefustion of the income tax, the percentages
increase, though slowly relatively to income, until ~
the high point of 8% is agein resched for the 210000

incone,



Bow contrast this condlition with that in Canads
é& the seme time, Bince there was here no direct tax
on imcome, there would appear to be nothing to siop
the dowmwerd trend of the percentages between the

pinimum end meximum incomes in the schedule., And in

plage of S50000 inecome peying 8% es in England, it
would probably be peying in the neighborhood of 1%
or 85, perhaps less. In point of tax burden, or

saorifice on the pard of the taxpayer, it would seenm
that in 1934 the lower incomss in Canade were in &
orbunate position in comparison with the

| ?"62‘3 nn:
h&gh&r.

| How Look ab the figure for 192§»$ﬁ as %&@ma&ﬁﬂ$a~
ﬁivﬁ*af postewsr finance, The £ income is not eon~
‘sidered, apparently becsuse the aapré@iaxaﬁ value of
~ the pound sterling has made this mmount less than the
m-of-pubsistence income, For the same reason,

‘ﬁ%ﬂﬁj
LeBay tha fall in the value of money, the same nomi-
nel income is noY aba@knﬁaly comparable in the two
years, since an income ¢f, say, £200 does not re-
present & standard of living ss high in 1926 as in
&Qlﬁ. This is %o aayli% is not possible Yo glance
poross the page and sey that the burden on a £200
income in 1926 was kz.a
in 1914, It is only the relative tax percenieges

4in each pericd that the tadle ig intended %a‘aamw%y..

or 2,55 times as heavy es




Only a very general idea of fhe relation between
the two years can be obtained from it,

The same condition holdg here as in the form-
er year, The pereentege drops as the incoms rises,
up to a polnt, then rises with the incoms. The
downward trend is less rapid than before ond would
geem to be asccounted for by new snd increased com-
modity texes, The upward iYrend is more rapld than
bvefore, probably due Yo the steeper gradustion of
the income tex, end surtax oun higher incomes,

The percentage on the highest incoms given is
pow almest three times a® grest ss on the lowest,
whereas in the earlier year they were equal,

1% is prebable that with the introduction of
e graduated income fax & similar change will have
taken place in this country. But sined the grad-
uatién is much less severs here it is very quest-
ionable whether the larger insome pays anything like
three times Yhe percentszpe of the &méiiar. Large
incomes in Cansfla new, ag in pre-war years, are on
the @h@&@ more favorably circumstanced in respset of
faxation then in Great Britais,

This increase in the proportion of larger ine
gomes taken in texaetion is Yo be applonded if the
pinimn saerifice prineiple is to have auy place in
regulating ouw revenue sysiem, It is not possible to



say just what the correct scale of percentages
ghould be for different incomes since sacrifice

is & subjective Thing beyond the pessibility of
 seeurste measurement., It is, however, possible to
deteet the more glaring inegqualities, For example:
I% counld be safely said that in 1914 when a 250 and
a 210000 income sach paid the same fractien to the
gupport of Government, that fthe sysiem ftold unduly
sgaingt the smaller, And in Caneds the situstion
geemedl even more unfair, since evidence points $o the

gonclugion that the larger was an income the smeller
was the Traction of it contribulted in tawes.

Phe tendency in the period sinee-l@&# has been
to sorrest these inequalities, Whether the p%@ﬁ@ﬁa
hag gone too far or not far enough ig & problem ten
delieste to be decided by this investigation of the

general trend,

Gonclusion - Let us now pub together the conclusions

¢f this and the preceding chapber. Thers we argued
that the per capita or average tex burden had im~
cressed only very slightly sinee pre-war years. And
here we find that the distribution of the burden has
altered songiferably in faﬁ@r ef the smaller incomes,
This mekes the present position of the lower incomes

appear even more favoreble in comparisen with 1913,



Hence it is very doubiful if their tax load is at

all hesvier now than fiftgen years In the case

¢f higher incomes {and the higher the income, the more
| gevere the ftendency} the change in distribution of the
burden has told agsinst them, with the result that they
ere gquite a@@reéiahlg less faverably circumetsnced than
in 1914, |

In point of mumber of persons there have doubtless
been more gain than lose from the re-arrangement of
Sistribution., Operators of small farms and mamusl
l&%agara will probably have benefited most sinaa‘th@ira
constitute the vast majority of smeller incomes. |

1% might be well to sound @ werning, though, in
gonelusion lest @ha rewtrieﬁéﬁ gppiication of the fore~
going remarke be overlooked, They apply te federsl
taxation only and would have o be considerably modif-
ied to be aspplicable to total taxation, including fgmv?
incial and municipal, W%é¢a the increased taxation of

lend values complicabes metters,



Chaptexr 3, |
The adequacy of the Revenue System in meeting the
Requivements of the Governmment,

or

The Revenue Bystem from the Standpoint of Expenditure,

Our conclusion in FPaxrt & , Chapler 1, to the
efieet that the present tax load is on the whole very
1ittie hewvier then in 1913, ealls for further comment,
This state of affeirs is aol whet we should expect when
we consider thet such a large proporiicn of our present
expenditure is lu payment of the expenses of the Great
War. Tayment of iuvterest and ?@@&ymént of principal of
the War Deblt in recent years constitulbe a new line of
expenfiture that 4id not exist in 1913, Consegoently
we should expect the result fo be Llncreased tax burden,
If; a8 we concluded, this is not the case, then, cur-
tailment of expenditure in some @thﬁ? direction has
‘ be&n'aaaesﬁaﬁy in order to wake thess new payments posEs~
ibvlie, This would lsad us to suspect that sowe of the
Dominion®s regponaibilifies are being lemporarily ne-
giected in ovder to umeet the costs of the War, From
the side of revenus the guestion is this: Is the pres-
‘ent revenue yield adequate both to pay the War costs
and meet ordinary expenses?

Hence we offer the table below showing the re-



lative importance of the chief items of expenditure

in the pre-war and gaéﬁﬁwar periods, For the former
the sverage of the twe fiscal years 1912 and 1913 is
taken; for the latter, the sversge of 1926 and l%%?;
The percenteges are computed from the figures given

in the "Cenafla Yesr Book", |
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Other Ixpsense:~

Those items that heve assumed tremendously increas-
¢l proportions are interest on debt and pensions,

Were it not that the years 1glz and 1913 were unusual
in respect of répsyment of debt this item would show
a much greater increase., In esch of these years the
gdebt of the Pominion was reduced, This wa# only the
geoond time since Confederstlon that & reduction had



been made in two consecubive years,

The projects that have suffered decrense in im~
porbance are current expenditures on Publie Forks,
Provineial Subsidies, and Capitsl Zxpendifture, There
ig, too as the "Hon-enumerated” entry shows a mumber
of ninoy services thal have evidently been reduced in
proportion,

Jonsifer first the inorveases, Any sbtempt o
pass julguent on the propriety of paying so mach move
interest on debt ig out of place. The Government is
under contreot to meet this oblilstion, and if 1% did

not, the scoumulation of debt would in a few years en-
dengey the eountry's solvency. Any reduotion in this
‘payment wust be acoomplished not by fallure te pay
interest but by "conversion® of the losns inte lower-
interest bearing lisbilities, And this is 2 mabter to
be aceomplished by the Pinance Minister in clese touch
with the money morkets of ﬁﬁé world taking advantage
:af fa&erabl& oprortunities ane they arise. On the whole,
'w& mst sccept intorsst on debd as o first charge on
revenne and gpend cur oriticissm in ether airéatieas‘
The repeyment of the prineipal of the funded
debt iz only slightly more debatable., Eyery yeasr since
m§3§ the debt has been reduced, The svérsge annusl Te-

. duetion for the five years hes been over thiriy-one



million dollars, 4% this rate the entire dedt would
be wiped out inm ssventy-eight years, It is beyond our
present geope to Qiscuse in detail the sdequecy of the
vrovision thus made for repayment. 4t the Dominion-~
Provineial Conference of 1927 we find Premier Brownlee
of Albverba expressing the opinien that "the Dominion
was retiring it'e national aa%% at a rate not nevessary
»osssimach guicker than any other couniry with the ex-
ception of the Unifted Btates.” Thers is no speeific
term of years that ecan bhe arbitrerily @t&&ﬁﬁ.ﬁﬁaﬁfﬁr
%hs»gurgaag, The proper term fer any country st &
given time depends on the partiocvler conditions exist-
ent in thet country. Un the ove side it will depend
on the smount of r@vémaa avellable: on #hﬁ~aﬁh&§, it
will depend on the urgency of the Government's other
éx@&ﬁ&itureﬁ, Te need onky note that 1 seems & res-
gonable pase that is being sot, snd that the Govern«
ment Firnanciers can not be very severely criticised
for inshituting the pollcy of making regular redust-
iong,

The poasion system in its practical working is
not above reproof, but The exnenditure of large susme
anoually for the support of disabled soldlers and their
éﬁ@&ﬁﬁ%ﬁﬁé pesms ewsential.

In rogard to thess thres increaged %&?@RE&S, then

we shall simply acsept the general situation,-large in-



oreases have been necessilated by the war, This suf-
fices for our present purpose, VWhether the wisestv
provision is being made in each casge, we can not at-
tempt to decide,

Turn now to payments that have depreciasted in im«

portance, It is possible in a period when rigid econ-

omy and carefully limited expenditure are necessary,
that certain Publiec Works projects mey be postponed
without any serious loss or ineaﬁv&nisnaa,_ Bven in
normal Yimes, in connection with any new proposal of
importence there are slweys various shades of opinion,
Witness the prolonged controversy over the Hudson Bay
Railrosd. Minancial were not the only considerations,
The 3%, &awrénea Waterways project might also be cited,

|  £n gimas of finsneisel stress é&yﬁa&itﬁﬁ# on new projects
of ﬁhiﬁfnaxar@ can be reduced Yo a ninimum; bub §ﬁﬁ% how
long they can be maintained there without serious harm is
e disputeble point in esch individosl case, For this
reagson it is impossible to pase judgment on the present
provision for Public Worke g8 a whole, though it seems
reasonsble to expeet that the present sltuabion ean not
gontinue indefinitely, PFor expenditure on Capital Acc-
oun{ holds now only aﬁe»quarﬁar the importance that i%
414 in 1918«1%; and current expenditure for Publie ¥Works |

retains less than one~half its former importsnce,



The Subsidies to the provinces we saw to be the
other considerable item that had deprecisted most in
importance, The justice of this would seem to depend
on whether the Subsidies are fulfilling their function
a8 well as formerly in supplying the provinces with
funds, In order to determine whether they are we will
note the placs of these gagmaﬁﬁgviﬁ provineisl wav%ﬂﬁﬁ,'
%a&iﬁg the case of Manitoba as rﬁyﬁﬁﬁaﬁf&@i?ﬁi In 1913
the Subsidy constituted 29% of the total revemue of the
@rbvinaﬁ, in l?%é only 17%, Xt provides only a little
mpre than one-half its fa@max_ywﬁysr@iaaé, Phis is not

. besause it hes been decressed in nomingl dollars, It

has, in faet,been increased some, but has not kept pace

éﬁﬁh the growing requirements of the province, The

- difficuliy would seem %o hev§hiaz 4 flat grant that
varies oanly with population can not maintain & consgtant

proportion with & sum {total provincial expenditure)

that varies from several csuses, of which population i
only one, One of the chief of these is variation in the
value of the dollar, the medium in which the peyment is

galoulated, On this account there should now be one and

& half dellars paid for every dollar in 1513, Ainother

cavge ilg fthe changing and increasing functions of the
provincial bodies such as Public Health Serviee, duc~
ation, 014 iAge Pensions, and the building of moter

high weys, If the Subsidy System is to remgin in use

and be to any degree sabisfactory, some provision must




e made for these fluctustions, But our lmmediste
concern is notation of the faet that the lessened bur-
den of provinelsl subsidies on the Dominion is unfsir
té the @ro?in@és, Cf the several changes im importance
of different Federal expenditures since 1913, this last
seems most open to eoritieism, |

There are two ways in which 1t would be posgible
o grant largar gams to the provinces in subsidies: (1)
By @irecting part of the monies spent in mtﬁar direct-
iong, say in retirement of debd, to the increase qf
subsidies; {2} By increasing Dominien taxation, if all
the expenfitures now being made are felt to be $ﬁzie%iy
essential, Our investigation has not been sufficiently ‘
fay reaching to demonstrate whiceh course would be pre-
fersble, 3Bub it &ﬁas.ahﬂw that either course 18 poss-
ible. Foz, to double the oresent amount of the sub-
sidles in all the provinces [which is more than weuld
be required) would only mesn 2 reluction of one~third
in the asmount applied to ratixemeﬂ% of debt; or, if
accomplighed by insreased taxation, would only mean an

increaged tax burden of 3,55,

Swamery~ In Part 2, Chapter 1, it was demonstrated that
the present tax burden is only slightly higher than be-
fore the war, Yel we are now éﬁm@rih&ﬁin@ annaally vast

sums in payment of causes directly atiributable %o the



war, This war expenditure, since i} is not being met
by ineraaaea taxation must be being met by retrenchment
and. economy, entailing the temporary neglect of certain
other services, The two major services suffering most
proved on examination to be Public Works including \‘
reilways, and Provincial Subsidies, The wisdom of such
eurtailment\af expenditure on the former 18 a problem -
thet has o be settled separately in the case of aaéh
inﬁivi@a&l project, But bnsdequate provision of sube
gidies ia an injustice to the yr@vin@@s on account of
their greatly incressed reguirements, and could be re-
adily weﬁ&éie& either ﬁy ineresged Doninion lﬁvieg, or

reductions in present Dominion expenditures,



Chapter 4.

The Revenue System from the Standpeint
of Compebing Tex iuthorities,

In Chapters 1 and 2, of Part Z, we con-
sidered our changed vevenue system as it affects
the taxpayer, But it is not only he thet has felf
the change, There ars, too, the provincisl tex
authorities competing, as it were, with the Domin~
ion in %ﬁa attempt to "squesze™ money sut of the
texpayer, And since there is & "limit of aqaaazQ
ability", to use the tha@a of Professor Shirvas,
it may ﬁe that what is the gain of one jurisdictien
by way af'a new gource of revenue, is the loss of
another, The Federal Sovernment, we found, hed
introduced new teaxes ?%&ﬁﬁ@ﬁﬁﬁﬁ‘%@ give their systen
2 better balanes, when viewed frop the side of the
taxpayer, DBut what of the change as it effscts the
provineisl finaveest I% will not be posaidle to
axamin&‘ﬁﬂa gcase of each province sepavabely, 8o we
ghall confine our investigation %o the provinge of
Hanitoba, What holds here will, iIn a genersl way,
also be true of the other gﬁ@?iﬁ@eﬂ,

We ghall look firet at the chenge that has
taken place in provincial finance in the peried
under consiferation, The following table shows the
reverue of the prévinece of HMemltoba for the fiscal
years 1913 and 1§£7Ix6£§$$$i¥ﬁ1y; ag presented in



the "Public Accounts® of the provinee for these yeargg

" | vield Yield
1@13 1987

in | in M

1804

dource

Dominion of Cansda
Dept,. of Att'y. Genergl -
Pines and Pees
Liguor
Eeyti of & prigulture -
# neation -
L&giai&ﬁiam -
-~ Dept, of Prov,. Seoty .~
Provineiel Lends -
ﬁayﬁ, of Public Works~
POV, %r&aﬁ.'
Interest ‘
Buccegsion Duties
- Corporation Tax
Railwey Tax ,
Ingurance Act Fees
. Miscellanedus
-Eeg%.-af Railway Comm. =
% fanieipal ¥ - oo
auto Licenges - 25
Punicipald &avy
Gorporation Tex
Ballway Tax
smusements Tex
Gagoline Tax
Incoms Tax
Hiscellansous
Pelephongs & Telugraphs R ¥ ¥
ﬁa@t, of Tublie Welfare

POTAL | ﬁ?&@ 11593
There has baan an incresse of 1!6.3% in total

'E@?@ﬂnﬂ in Yhis peria& This is a&naﬁﬁaxabla. It
vomes far short of the ?@éarax imaxaasa noted in .
Chapter 1, of Part 2, of 1604, We x@gall agein that
-a?am this large apparent iﬁ@tﬁ&%@ in the case of the
Dominien, represented only afv§ry Bl

11 imcresse in
real per capita burden, We should expect, then,
that this proportionstely smsller inoresse in the



previncs would not be $&££iai¢ﬁ% %o keep the average
tax burden s high es in 1913, Let us make allowance
for chenge in population and deprecistion of the dollar
in the cese of the province, as we &id in Chapter 1.,

in the esse of the Domlnion,
Toted Pér Capita  Per Capita
Revenus Revenue Revenue in
In¥ __  in Dollare

4454 9.7 10.2

5898 10.6 8.0
.92 9359 15.3 8.9
1822 8382 13.6 8.9
1923 10617 17.1 Co1.s
1924 10455 16,7 10.8
1926 10432 16,3 10.5
1927 11593 17.59 117
The census yesy, 19201, has been used ss the

basal year, there belng no rellable estimete of
population foy 1913, at which time it was wapidly
on the increase. Our finfing is that per capita
taxation in terms of e constent unit of purchasing
power has only ineressed from 10.2 %@.11¢? dollars
between 1911 and 193?. an inorsase of 14.7%. 1In
the ¢ase af federal faxation, we &auna it o have
increagsed 35 6%, using the same method of ecaloul-
By making allowsnce for the third facter ,
vis., chenge in ability to pay, the real burden of

1913 Dollars



the average taxpayer would be shown to be less now
than in pre-war years,

The sonclusion %o which this evidence points
is thisj~ Neither total revemue nor the real burden
of the average taxpsyer has inereased, in provincial
finance, in as high a retio as in federal, Why,
then, should the province in post-war years he'havh
;ng:éﬁ;mmah aaw@véiifi@uity in raising aﬁifiégant
revenue Yo meet ite Cemands then is the Dominion?
It is comuon knowledge that the finaneial administr-
ation of the province has been the foremost problem
of the Hanitoba legislature for some ysars. Various
new taxes have been tried., Some it has been necess-
ary to shandon, such as the Grain Pubures Tax; others
to modify, such as the Gesoline Tax., Bub the firet
table in this chapter shows the presence of seyeral
new taxes, e.g., Amsement Tax, Income Tax, Supple-
mentary Eev%an@”?ax,‘ Yot deppite these, the legis-
lature finds it difficult to meet purrent obligations,
without maeking any considerable outlay in the form
of Cepital Expenditure for such projects as a new
uwnivereity. ; o )

Why this diffieulty? Our investigation above
hes shown that it is not in disproportionately heavy
fdemands on the provineisl treassury that the 4iffi-
culty liems, Provincial expenditure has come con-
siderably short of increasing in the raftio ¢f Dominien,



{I% aid, in faet, incresase somewhat more rapidly
in the years 1913 to 1923 than the revemue per-
sentages in the dable above would suggest, For
in these yesrs, with one exception, expenditure
was higher than revenue, BPub in 1901 and 19287,
the years we are contrasting, revenue balanced

expeniiture, and spproximetely the same percent-

ages would hold for the one s for the other,)

The difficulty, then, mast be on the revemse
side, It 1s here that we proceed to leok for it,
remembering thet the same Aifficulty has not been
experienced by the Deminion, Thus by noting Yhe
essentisl Gifference of the two systems, we mey
'ﬂiaﬂ'ﬁﬁﬁlﬁﬁ§ :

- Conpilder first the pre-~war pericd, The fable |

kness of the provinciasl,

given shove shows the inceme of the province in

»&913 to be derived, in the maln, from the Dominion
fubsidy and & lavge.
ment, Sucoession Dubies, Rallwsy Tax, and Corp-

mumber of fees in each Depart-

oration Tax, are the only tases, and their yield
is but 10,55 of the total. In the ohse of the
Dominion we recall that 77.2% of the total income
was produced by Customs and Ixeipe Dulies, Two
revenme sysiems could not sasily bYe more ﬁﬁiika;
Taxes, two indirect btexes, provided the latter
with more than three-fourths of its entire income;
the former vrecelved only ﬁﬁﬁ;%$ﬁﬁhrﬁf'i$$.r$¥¢ﬁﬁ¢




from taxation, and this from three direct taxes,

How, what happened following 1913 when expenses
begen to increase due to increased population, é.a- 7
preciated velue of money, and wer costs® Prices rose,
S0 d4id the yield of the Dominionts commodity taxes,
It is diffleult to conseive of a fax that conld be
- mere self-sdjusting for changes in population and
prices than an ad ?&ama tax on w#iaiw of genersl
And such & tax is the Cenedian Customs.

With incressed consumption, revemue risea; with ine
oreaged prices, it rises also. Mot expénditure was
rising from still other csuses then theee two, mainly
Gue to new and sdditional war expenses. Aocordingly

errangements were pade for an Ineome Tax, Seles Tax,

Stemp Tek, and several others of lesser importance,
‘:{.‘m% met the inocressed maég. and all was well with
Dominion ﬁimm aga:m

- Mesnwhile, what was happening in the provineisl
roalm?
for the seme reasons ss in ‘Dominion finence. But

Fxpenditures here, too, were rising rapidly

what of revenue? It showed no tendency to rise ap-
precisbly of its own accord ss dil the Dominion's
self-pd justing Customs Duties, The Dominion subsidy
end verious fees, the major sources of revenue, in-
ereaped slightly with incressed populstion, but
showed no tendency to rise with the more important

cause of added expenditure, viz., depreciated dollars,



The subsldy and fees were flat sums in dollars, and
remsined very nesrly comstant quantities, Something,
ﬁh&ﬁ, had to be é@ne to make income meet expenses,
S0, we find the provineisl financiers casting ebout
for a remedy, But with what result? The Dominion-
‘Provineisl Conference of 19L8,seeking an incresse

in the gubsidy, was unsuoccessful, The only alter-
native, afber meking smeh increases in their thres
taxes ond various fees as seemed expelient , wes the
introduetion of new taxes, But what taxes could
and ghould they introducey Customs and Ixcise, the
most lucrative revenue yielders of %hevﬁamiﬁian, |
were, scoording to the British North Amerdca Let,
beyond their resch. The subsidy had long since dis-
 plaged these in the provineisl revenue system. The
brightest hope thet wes not ™ultra vires" seemed to
be the personsl income tax, But here the Dominion
had preceded them., In short, their hands were tied
in respeoct of finding an eguitable producer; and
the Pederal Parlisment, with the aid of the Cone
stitutlon, it wes that had tied them, The Pamiliar
result with the province was the introduction of s
sonsiderable number of miner taxes,- Amsements Tax,
Gasoline Tex, Supplementary Revemus Tax, and a
duplicate Income Tax, But since we are only con-
pidering the proviscisl situation in its relation
%0 the Deminlon, we need nbb go into details.



Our aim af the oubset of this chapter was
to ascertein the adeguacy of the Federal system
from the sbtandpeint of the provincial iegisiatures

a8 competing tax suthorities, Our examination
points %o the conslusion thaet it is more than
adequate. IV makes use of all the best sources

of revenwe, end fails to vecompense the provinces
sdequetely in the form of subsidies, In order to
reise sufficlent funds, the province of Manitoba

is forced inte duplicabing one of them, viss, the
4ex on personsl incomes, This is, 4n consideration
of the oosts of administration, from the sbandpoint
of woonony, sn sbeurb aiﬁaa&i@ﬁ,~'“a.g%riking X
gmple of the infdefensidle g&h&&a wé@@ﬁvwﬁiah results
£rom lack of co-operation between the Dominion and
Provinces”,

GONCLUSION
Prom four sugles We have viewed the changes

thet have been made in the federal revemue systen
ring the past fifteen years, Frem the side of

the sversge taxpayer, the present burden proved
to be mech less severs than is generslly thought,
only slightly wore than inm 1913, This is only
‘Aﬁﬁmﬁ. though, of the texpayer represgenting ianter-

medinte or aversge income. For those with larger



incomes, the loed is very much heavier; for those
with smaller, it is only wery little, if any heav-
ier.,

The money ralsed is being spent iﬁ different
girections, This is directly attritutadle %o ex-
penges %ha%vaxa the result of the Great War, The

result is sppavent negleet of Public Works pro-

j@@%ﬁ, and ab%iﬁaa-ﬁggigetvaf subeidy payments %o
the provineial legislatures, This latter con~

stitutes the grievance of the province concerning
Deminion expenditure; but it is, in the last |
nalysig, the @ﬁﬁa&t of the comprehenpivensss of
the federal

revenus pystem, which does not leave

glequate sources st the disposal of the provinces,
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